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A MESSAGE FROMFTAC STEERING
COMMITTEE CHAIRERSON

The onset of the COVID 19 pandemic tested our resilience, yet it
also highlighted the strength of our unity and the importance of
international cooperation. PFTAC's unwavering supporthas been
instrumental in our recovery and progress during these trying

ti mes. PFTACOGs flexible activities
expanding in-person activities and intensifying remote
engagements, ensured that momentum in implementing key
reforms was maintained. This strategic approach, in collaboration
with regional institutions, has facilitated meaningful interactions,
fostering regional training, peer learning, and prioritizing
interventions.

Ms. Kilisitina Tuaimei'api
Chief Executive Officer, Tonga Ministry of  Finance

At this juncture, | would like to extend my heartfelt gra titude to
our esteemed partnersii Australia, the European Union, New
Zealand, Korea, the United States, and the Asian Development

) ) Bankf for their unwavering support throughout the years. Your
Steering Committee Members, esteemed partners, and contributions have been pivotal in the success and resilience

distinguished guests, demonstrated by our nations. It is with great honor that we now
have Japan and the United Kingdom joining this distinguished
Over the years, PFTAC has been a pivotal force in group, a testament to the global community's faith in our

. e . . . collective mission.
empowering Pacific Island nations, including Tonga,

through targeted capacity development, training and The unique governance structure of PFTAC, which allows fothe
peer-learning, and specialized technical assistance, as we gjignment of strategic priorities among partners and member

navigate our complex economic and financial landscapes countries, is commendable. It is a model of international

toward sustainable growth and resilience. cooperation and shared vision that deserves our utmost respect
and support. Our modest contributions are a powerful
The Pacific Island Countries have long been at the forefront of demonstration of our ownership and dedication to our collective

battling significant economic and financial challenge s. Our journey ~ future.
is compounded by our vulnerability to external shocks, including

the devastating effects of climate change and natural disasters, As we look forward to the future, let us recommit ourselves to the
which threaten our very existence. Despite these challenges, our principles of cooperation, resilience, and sustainable development.
spirit remains unbroken, striving towards economic stability and Together, with PETAC and our international partners, we can
sustainable development. overcome the challenges that lie ahead, ensuring a prosperous

future for the Pacific Island Countries.

In recent years, our region has embarked on extensive economic

reforms across all core areas of governance, public financial I would like to express my deepest appreciation to PFTAC stafffor
management, financial sector supervision, and environmental their tireless efforts and dedication. Your hard work will not go
sustainability. These reforms are pivotal in boosting domestic unnoticed, and your work has not only impacted our economies
revenue mobilization, enhancing public investment, and rebuilding ~ Put has indeed changed lives. To our partners and stakeholders,
fiscal spaces. Furthermore, the introduction of quality your continued support and collaboration are invaluable.
improvements in statistics, macroeconomic modeling, and Together, we forge a path towards a brighter, more resilient Pacific
forecasting tools are essential strides towards informed region.

policymaking, in support of our people.
Mal odaupito and 60Ofaatu to you al/l
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FORWORD FROM THE PFTAC DIRECTOR

of countries within the region initiating substantial economic
reforms across all core areas of PFTAC'sxpertise. There is a
widespread need for Public Financial Management (PFM) reforms
and assessments, particularly focusing on enhancing public
investment and boosting domestic revenue mobilization to secure
vital resources for these investments and to rebuild fiscal space. A
few countries are gearing up for quality improvements in statistics,
including GDP rebasing and the introduction of quarterly GDP
data, alongside a push for greater scope and reliability in
government financial statistics. The demand for training in
macroeconomic modeling and forecasting is also on the rise, as
nations seek to refine their tools to better support informed
policymaking. Furthermore, reforms in financial sector supervision
are crucial to align with international practices and regulations.
Countries explore opportunities for green financing -requiring

Mr. Samir Jahjah significant reforms in all these areas as well as debt management.
PFTAC Director

PFTAC has adapted its approach to effectively address the growing
needs of its members by expanding its in-person activities and
substantially increasing remote engagements between missions.
This ensures continuous support and helps maintain momentum in
implementing key reforms. This shift has allowed for more

It is my pleasure to present the PFTAC annual report for
FY?2024. This year marked the first year of Phase @ as
well the 30" Anniversary of PFTAC. Pacific Island

Countries continue addressing multiple economic and meaningful and impactful interactions. A strategic aspect of
financial challenges in a relatively more stable global PFTAC's approach involves collaborating with regional institutions
economy. The global economy is on a stable trajectory such as the Pacific Islands Tax Administrators Association (PITAA),

the Pacific Agreement on Closer Economic Relations (PACERIus),
and the Association of Financial Supervisors ofPacific Countries
(AFSPC). These partnerships foster regional training, peer learning,

with the IMF forecasting a growth rate of 3.2 percent for
2024 and 2025, supported by robust U.S. performance

and lower energy costs, despite below-average growth and serve as a vital platform for assessing and selecting regional
due to tighter monetary policies. In contrast, the Asia priorities. Notably, PITAA has played a crucial role in helping
Pacific region has surpassed expectations with a growth members prioritize reforms in revenue administration, which, in
turn, supports PFTACG6s own priorit

rate of 4.9 percent, driven by strong domestic demand
and a trend of decreasing inflation, though challenges
vary across countries. This favorable global and regional

PFTAC places a special emphasis on Fragile and ConflicAffected
States (FCS), recognizing the unique challenges these states face
and prioritizing interventions tha t promote stability and

environment aids the Pacific Island Countries in their development. Additionally, integrating considerations of climate
recovery from the pandemic's impacts, projecting an change and gender inequality into all IMF capacity development
increase in growth to 4.0 percent in 2024, though workstreams is paramount, ensuring that these critical issues are

disparities in economic recovery and inflation risks central to the | MFgediseengagement an

remain due to external geopolitical tensions. PFTAC has intensified its engagement, coordination, and

information sharing with its partners and donors. This enhanced
cooperation ensures that all efforts are complementary and
aligned with regional needs and priorities. PFTAC is particularly
pleased to welcome new partners into its network. A special

In its inaugural year of Phase 6, the Pacific Financial Technical
Assistance Centre(PFTACexperienced a significant surgein
requests for technical assistance(TA)and capacity development
(CD)training. This uptick is a direct response to a growing number
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mention goes to Japan and the United Kingdom , which have
recently decided to directly support PFTAC's initiatives. In end
2023, the United- States announced, for a second time, its intention
to support PFTAC. This partnership is expected to further enrich
PFTAC's capacity to deliver its mission, reflecting a shared
commitment to fostering economic stability and growth in the
Pacific region.

Annual Report 2024 - PFTAC

I would like to express gratitude to the staff of PFTAC for their
hard work and dedication in delivering capacity development
programs and supporting member countries. | would also like to
thank our partners and stakeholders for their ongoing support and
collaboration .
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PFTACcontinued its pivotal role in
assisting Pacific Island Countries (PICs) to
navigate through a landscape marked by
economic fragility, environmental threats,
and global shocks. Amidst a global
environment characterized by persistent
uncertaintiesfi stemming from geopolitical
tensions, the aftermath of the COVID-19
pandemic, and the ever-pressing
challenges of climate changefi PFTAC's
interventions were instrumental in
supporting PICs economic reforms agenda
towards resilience, sustainable growth, and
enhanced financial stability.

The Economic Landscape

The economic landscape offered
challenges and opportunities for the PICs.
While some countries began to show signs
of recovery, buoyed by the gradual
resurgence of tourism and external trade,
others continued to grapple with
challenges such as sluggish growth rates,
inflationary pressures, and high public debt
levels. Increasing frequency and severity of
natural disasters underscored the urgent
need for comprehensive climate resilience
strategies. Against thisbac k d r o p ,
targeted efforts in capacity development
and technical assistance, well integrated
with the Fund surveillance and lending
activities, were more critical than ever,
aiming to fortify the economic and

financial infrastructures of PICs.

Annual Report 2024 - PFTAC

Institutional Framework and
Governance

Established in 1993,PFTACwas the IMF's
first regional technical assistancecenter.
The Centre's inclusive governance
structure, comprising member countries,
donors, and the IMF, ensured a
collaborative approach to addressing the
regionos
Steering Committeeds
facilitated the ali
initiatives with the evolving needs of the
PICs, enabling dynamic responses to both
persistent and emerging challenges. PFTAC
delivers CD through TA and training to its

16 member countries in the Pacific. PFTAC
member countries comprise the Cook
Islands, Federated States of Micronesia, Fiji,
Kiribati, Marshall Islands, Nauru, Niue,
Palau, Papua New Guinea, Samoa,
Solomon Islands, Timor-Leste, Tokelau,
Tonga, Tuvalu, and Vanuatu.

The sixth phase of PFTAC operations began
on May 1, 2023 and runs for five years
through April 30, 2028. PFTAC has scaled
up its CD activities, especially to fragile

P FstatesCdng has covered expanded ares,

including government finance statistics
(GFS)/public sector debt statistics (PSDS)
and a new program and LTX for
Macroeconomic Frameworks backstopped
by the | MF&s |
Development (ICD). Phase VI will assist
governments to address the responses to

multifaceted

gn

nstitut

EXECUTIVE SUMMARY

the COVID-19, promote inclusive economic
and social development, including through
improved opportunities for women, and
support the implementation of climate
policies.

Addressing the Challenging Global
Environment

PRTAGCss|sttaegidgittasves inT-i 2024
werergaated tgvwads nawigatingstheg h t
aohallangingayobalRivifoAnGHt Hy
promoting sustainable economic growth,
enhancing fiscal stability, and fostering
financial sector resilience across PICs. The
Centre's work on debt management, PFM,
macroeconomic programming, and
financial sector supervision has been
especially critical in equipping PICs to
withstand global economic shocks and
stresses. The Center has increasingly
integrated gender inequality, climate
change and digitalization into its work.

PFTAC Programs and Achievements

Throughout FY 2024,PFTAC demonstrated
unwavering commitment and adaptability

in delivering its programs, achieving
significant milestones that underscored its
role as a catalyst for capacity development
in the Pacific region. Overall, FY2024 was a
strong year. PFTAC delivered 205 days of
€D dver 147 Qissjpras,cachtewing 98% of
the planned workplan. 415 government
officials were trained. Through a strategic

12



mix of in-country missions, remote
engagements, and hybrid events, PFTAC
improved the effectiveness of its delivery.

Achievements are well detailed in the
report 0 a few success stories include for
example:

Empowering Solomon Islands debt
management - a hallmark of FY 2024 was
P F T A®@immehensive assistance to the
Solomon Islands in revamping its debt
management framework. This initiative was
pivot al in enhancing
to manage and mitigate the risks
associated with rising public debt levels,
thereby contributing to long-term fiscal
sustainability.

Revitalizing revenue administration in
Papua New Guinea & in Papua New
Gui PFTACOGSs
improvements in revenue collection and
taxpayer compliance. This success story
highlighted the critical impac t of effective
revenue administration.

nea,

I'n Pal au, PFTACGs
climate change considerations into
public financial management and
planning has empowered Palau to better
plan for and mitigate the economic

impacts of climate change, ensuring that

climate resilience is integrated into
national policymaking.

Partner Collaboration and Cross -Cutting
Issues

PFTAC continued to strengthen its
partnerships with development partners
and regional organizations amplifying the
impact and reach of its capacity
development efforts. PFTAC works closely
with regional groups like Pacific
Association of Supreme Audit Institutions

(PASAI), ®ITAANQceapid Gustams p a Cc i t

Organization (OCO), AFSPC and the
University of the South Pacific ensuring a
productive history of joint training and TA
delivery.

PFTAC's collaboration with key
development partners, including the ADB,

S up p o World BaakjOrdawizatiore fon Ecokomib | e

Co-operation and Development (OECD,
and regional entities like the Pacific
Community (SPQ, alongside the United
Nations Development Program and
Economic and Social Commission for Asia

s u pgna Ratific(ESCAR, exemplifies ést i n g

commitment to leveraging collective
expertise for the benefit of its membership.
This partnership extends to national
organizations such as the Australian

Bureau of Statistics New Zealand Statistics,

Australian Taxation Office, and the Reserve
Banks of Australia and New Zealand.

The Centreds proacti
cross-cutting issues, including climate
change adaptation, gender equality, and
support for fragile states, was intensified.
These collaborative efforts underscored
PFTACOs r olaedressingtheo t
immediate challenges but also in laying the
groundwork for sustainable and inclusive
growth across the PICs.

priorities for FY 2025

PFTAC plans to build on its achievements
by focusing on key areas:strengthening
revenue administration, enhancing public
financial management, and improving
macroeconomic forecasting and policy
analysis, supported by improved economic
statistics, improved debt management and
upgraded financial sector supervision. The
increasing demand for training and TA
from PICs highlights the need for
prioritization in these areas. With a strong
emphasis on collaboration and
partnerships, PFTAC aims to deepen
engagement with international
organizations, regional bodies, and
member countries. Overall, planned
activities are planned to increaseby 11
percent compared to last year, with about
16 workshops and 147 missions.

PFTAC resident advisors, member countries, donors and development partners at the 2023 Steering Committee Meeting held in Nite.

Annual Report 2024 - PFTAC
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BOX 1. CELEBRATING 30 YEARS OF PFTAC IN THE PACIFIC REGION

Founded by the IMF in 1993, PFTAGddresses the technical assistance and training needs of its 16 Pacific member countries. Over three
decades, PFTAC has facilitated over 2,700 expert visits and trained more than 6,000 government finance officials. PFTAC isthMF's

inaugural regional technical assistance center, a pioneering model that has since been replicated across 17 locations worldwide. The
unwavering support and contribution of donors has been cr uionsal t o
and partner funding, PFTAC enhances economic policymaking through capacity development in areas like revenue administration, public
financial management, and financial sector supervision, incorporating emerging issues like climate, gender, and digitalization. This

compl ements the | MF6s broader regional efforts in economic surveil!/l

Regional cooperation and peer learning. PFTAC has enhanced regional cooperation and raised Pacific Island Countries' (PICs)
profiles internationally.  One landmark achievementis the Pacific Islands Tax Administrators Association (PITAA), closely linked with
PFTAC's Revenue program, exemplifying regional collaboration. Similarly, the Association of Financial Supervisors of Pacificountries
(ASFSPC) has been crucial in fostermncooperation among financial sector supervisors, further strengthening regional ties.

PFTAC has been instrumental in bolstering the capacity of tax administrations across PICs, supporting them in adapting to the

changing tax landscape and the criticality  to build strong revenue administrations. PFTAC has provided assistance to counteract the
decrease in trade revenue resulting from PACER Plus agreements. This includes bolstering fiscal resilience through, for exanhg, the
introduction of VAT in Palau, refining tax administration structures, governance, and operational efficiency. Additionally, PFTAC has
facilitated the streamlining of legislation to improve tax collection efficiency and has endorsed technological innovations t o enhance the
management of fundamental tax operations.

PFTAC has significantly advanced public financial management reforms across its member countries, playing a crucial role in

supporting regional fiscal stability and governance. It has led the adoption of the Public Expenditure and Financial Accountability

(PEFA) framework, including piloting the PEFA Climate module in Samoa and introducing new PEFA modules focusing on gender in

Tonga. PFTAC has also facilitated the adoption and enhancement of Financial Management Informéon Systems (FMIS), essential for
budgeting processes, strengthened internal audit functidPfuwlic and ir
Investment Management Assessments (PIMAs) and Climate PIMAs, alongside promoting legisltive and regulatory reforms.

Through the Macroeconomic Program, PFTAC has been instrumental in helping member countries navigate broader economic
challenges, emphasizing the development and implementation of robust macro -fiscal frameworks. This includesan innovative
modeling approach that enhances understanding of how fiscal policy changes affect economies. Transitioning from basic forecasts to
dynamic models with feedback mechanisms has empowered countries to better predict and react to fiscal and economic dynamics.
Furthermore, the introduction of comprehensive financial programming models in select countries has equipped Ministries of Fi nance
and Central Banks with a deeper insight into economic interrelationships.

PFTAC helped advance government finance statistics' transparency and coverage by aligning with the latest international

standards, notably the Government Finance Statistics Manual 2014 (GFSM 2014). This initiative has broadened fiscal reporting,
urging cou ntries to widen their fiscal coverage beyond central government to include state -owned enterprises and other public entities.
Furthermore, PFTAC has devoted efforts to enhance the transparency and accessibility of public debt information, providing amore
comprehensive view of the public finance landscape.

%88
Rl

s
o
PFTAC Workshop on Improving Financial Reporting  ;

January 28 - February 1,2019
Tanoa International Hotel Nadi
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REVENUE ADMINISTRATION PUBLIC FINANCIAL MANAGEMENT

In the area of revenue policy and
administration, PFTAC supports member
countries to strengthen the capacities of
tax administrations, mobilizing tax
revenue, improving taxpayer compliance,
and promoting
role as taxpayers.

citiz

OBJECTIVES

()  Strengthened revenue administration
management and governance
arrangements.

(2 Strengthened core tax administration
functions, including an accurate
taxpayer base, quality taxpayer
services supporting voluntary
compliance, improvements in filing,
payment, and audit services.

(3 Improved legal frameworks.

Annual Report 2024 - PFTAC

The Center supports the planning and
prioritization of PFM reforms based on the
PEFAframework and assessments;
strengthening legal frameworks;
strengthening budget preparation,
transparency, execution; and
strengthening budget monitoring,
reporting and accountability.

OBJECTIVES

(1)  Improved PFM laws and effective
institutions .

(2 Comprehensive, credible, and policy
based budget preparation.

(3  Improved budget execution and
control supported by an efficient FMIS
and with responsive internal audit.

4  Improved coverage and quality of
fiscal reporting .

(5)  Improved asset and liability
management.

() Strengthened management of fiscal
risks.

() Improved public investment
management.

PFTAC PROGRAMS

FINANCIAL SECTOR SUPERVISION

The Center helps the countries create
resilience in their banking systems through
sound regulation that helps promote
financial stability and better access to
finance.

OBJECTIVES

()  Strengthened financial sector
surveillance through upgrading of
regulatory framework in line with
international standards.

2 Make more efficient use of
supervisory resources to better
oversee key risks in the banking
system.

(3  Ensure that banks have strong capital
and liquidity positions that adequately
cover their risks and contribute to
financial system stability.

@  Improved supervisory effectiveness

through enhanced capacity in IFRS
knowledge related to provisioning .
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DEBT MANAGEMENT MACROECONOMIC PROGRAMMING MACROECONOMIC FRAMEWORKS

The Center supports the member
countries to strengthen their debt
management capabilities, build capacity in
debt-related analyses andreporting,
implement debt and risk management
strategies, strengthen institutional
arrangements for debt management, and
improve functioning and depth of
domestic debt markets.

OBJECTIVES

(1)  Formulate and implement a medium -
term debt management strategy.

2) Establish efficient institutional
frameworks for debt management.

(3 Develop/ strengthen processes for
accurate debt recording, reporting

and monitoring.

4  Develop market infrastructure and
capacity for cost effective financing.

Annual Report 2024 - PFTAC

This program aims to improve
macroeconomic policy advice to
governments and central banks through
more effective medium -term economic
frameworks and forecasting capacity.

OBJECTIVES

(1)  Sound medium-term macroeconomic
frameworks 0 these frameworks are
comprehensive strategies that guide
economic policy over the medium
term, typically spanning 3 to 5 years.
They include projections for major
economic indicators like GDP growth,
inflation, and fiscal balances. Their
purpose is to ensure stability,
predictability, and sustainable growth.

() Strong institutions for policy making o
strong refer to entities, like Central
banks or Ministries of Finance, with
the authority and capacity to
formulate, implement, and enforce
policies effectively.

(3 Improved public access to key
macroeconomic and fiscal
information.

4 Sound macroeconomic surveillance
and policy/ research available for
policy making & macroeconomic
surveillance involves the continuous
monit oring of economic
developments and the identification
of potential vulnerabilities and
imbalances.

The Macroeconomic Frameworks capacity
development work supports and
complements the Macroeconomic
Programming work program, developing
authorities analytical, forecasting and
policy analysis skills to reinforce economic
policymaking processes.

OBJECTIVES

@

=

Strengthened analytical skills,
macroeconomic forecasting and
policy analysis skills which drive
economic policy making.

() Develop capacity in macroeconomic
forecasting and policy analysis to
support policy decision making and
communication.

() Integration of macroeconomic
projections and economic policy
analyses into policy process,
supported by better internal
cooperation and communication.

16



GOVERNMENT FINANCE STATISTIC REAL SECTORSTATISTICS

The Center supports the member states in  In this area, the Center supports the

compiling and harmonizing government member states in compiling national

finance statistics to ensure they are both accounts that are robust and compliant

reliable and consistent with international with international standards and in

standards. implementing effective economic policy

tools.

OBJECTIVES OBJECTIVES

(1)  Strengthened compilation and ()  Strengthened compilation and
dissemination of data on financial dissemination of data on financial
statistics for decision making. statistics for decision making.

) Enhanced transparency of financial
statistics for decision making through
strengthened dissemination via the
Fundds Data Standa

PFTAC Resident Advisors.

Annual Report 2024 - PFTAC 17
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The IMF forecasts a stable global economic
backdrop, projecting a 3.2% growth for
both 2024 and 2025. This modest uptick is
attributed to improved US economic
performance, heightened consumer and
government spending, greater labor force
participation, and reduced energy and
commodity prices, notwithstanding
geopolitical tensions. However, growth
remains below the historical average, due
to higher central bank rates aimed at
controlling inflation, fiscal consolidation
amid rising debts, and sluggish
productivity growth. Global inflation is
forecast to decline steadily, from 6.8
percent in 2023 to 5.9 percent in 2024 and
4.5 percent in 2025, with advanced
economies returning to their inflation
targets sooner than emerging market and
developing economies. Core inflation is
generally projected to decline more
gradually. Risks to both global growth and
inflation include an escalation of regional
conflicts and supply chain dislocations.

Economic performance in the Asia and
Pacific region exceeded expectations in the
latter half of 2023, overcoming the hurdles
of continued stringent monetary policies
and subdued external demand. The region
recorded a growth rate of 4.9 percent, 0.3
percentage points higher than October
2023. This positive deviation was notably
observed in emerging markets, primarily
fueled by strong domestic demand.
Concurrently, inflation rates have been on
a downward trend, particularly in emerging

Annual Report 2024 - PFTAC

Asia. Nonetheless, the extent and speed of
disinflation varied considerably across
Asian economies, with some experiencing
persistent inflationary pressures, while
others faced risks of deflation.

The more benign global outlook has
provided a positive space for the PICs to
resume growth after the multiple shocks of
the COVID pandemic and global inflation
spike. In aggregate, the IMF forecasts
growth to strengthen to 4.0 percent in
2024, from 3.3 percent in 2023, as
economies continue to recover. However,
there is significant divergence between
economies with some returning to pre
pandemic levels of GDP while in others the
GDP levels are still below pre COVID levels
despite a return to positive growth. The
divergence reflects the impact of the sharp
rebound in tourism and natural resource
exports in some economies while in others
confidence has yet to return and structural
problems remain. Inflation in the PICs has
generally moderated after spiking post
COVID pandemic, reflecting more stable
global food and fuel prices, improved
supply chain efficiencies, and the
implementation of prudent fiscal and
monetary policies in the region.
Nonetheless, the upside risks to inflation
remain due to on-going geopolitical
tensions that could raise the cost of
imported fuel an d foodstuffs.

Fiji is recovering well driven by a
revitalization in its tourism sector, a key
contributor to its GDP. Samoa and Tonga

MACROECONOMIC
DEVELOPMENTS

are expected to see moderate GDP growth,
supported by remittances and international
aid which play crucial roles in their
economies. Papua New Guinea, endowed
with significant natural resources, is
projected to experience growth in its GDP,
buoyed by developments in the energy
and mining sectors, though efforts to
diversify its economy remain critical.
Vanuatu and the Solomon Islands , with
economies anchored in agriculture and
fisheries, are focusing on sustainable
practices that are anticipated to contribu te
to steady GDP growth. TheMarshall
Islands and Kiribati , despite facing
substantial environmental challenges, are
targeting infrastructure and digital
advancements to foster economic
development and improve their GDP
growth prospects. Tuvalu, Palau, and
Nauru demonstrate resilience with
innovative strategies, including the
strategic use of trust funds and
development partnerships, aiming to
stabilize and grow their GDPs. TheFSM is
leveraging community -based tourism and
sustainable initiatives to support its GDP
growth in the post -pandemic landscape.

Despite the resumption of growth in the
PICs, there is a constellation of challenges
that pose significant impediments to
sustainable economic growth. The
overarching challenge is the escalating
climate crisis that is manifested through
rising sea levels, the increased frequency of
extreme weather events, and the erosion of
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biodiversity and marine resources. These
climate-related vulnerabilities not only
threaten the physical and economic
infrastructure of th e PICs but also
jeopardize traditional ways of life and
long-term developmental prospects. In this
context, climate finance is recognized as a
cornerstone for building resilience and
facilitating adaptation strategies within the
PICs. However, the path tosecuring and
effectively utilizing climate finance is
fraught with complexities. PICs often face
significant hurdles in accessing
international climate funds, including
intricate application procedures, rigorous
compliance requirements, and a critical
gap in capacity for project design and
execution. More immediate challenges are
issues related to achieving fiscal
sustainability, blue economy, migration,
and labor shortages, plus difficulties in
maintaining correspondent banking
relationships.

9 Limited Fisc al Space. The fiscal
positions in many PICs remain under
considerable strain, reflecting the
compounded impacts of the COVID-19
pandemic and high expenditure needs
despite limited revenue bases. In
response to the pandemic, many PICs
implemented expansive fiscal measures
to support their economies, leading to
increased public spending on health,
social protection, and economic stimulus
packages. While these measures were
crucial for mitigating the immediate
economic and social fallout of the
pandemic, they have also resulted in
widened fiscal deficits and elevated
public debt levels across the region. As
of 2023, the fiscal landscape in PICs is
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characterized by a delicate balancing act
between maintaining fiscal support for
recovery and ensuring long-term debt
sustainability. The fiscal deficits that
expanded during the pandemic are
gradually being reined in, with many
countries initiating fiscal consolidation
efforts. However, the pace and scale of
consolidation should be carefully
calibrated to avoid underm ining the
economic recovery and to support
required investments in physical and
human capital.

Blue Economy. PICs, with their extensive
maritime domains, are at the forefront of
leveraging the blue economy for
economic development. However, they
face hurdles in sustainable marine
resource management, including
overfishing, climate change-induced sea
level rise, and ocean pollution. These
factors not only threaten marine
biodiversity but also the livelihoods and
food security of island populations. To
address these challenges, PICs require
integrated maritime policies, investment
in sustainable ocean-based industries,
and enhanced regional and international
cooperation for ocean governance.

Migration and Labor Shortages.
PICs are experiencing significant
outflows of skilled labor to more affluent
countries (including Australia, New
Zealand, and the US), leading to labor
shortages that hamper key sectors such
as healthcare, education, and agriculture.
This brain drain is compounded by
demographic shifts and the impact of
climate change, necessitating
comprehensive strategies to retain

Many

talent, attract diaspora engagement, and
ensure labor market resilience.

1 Correspondent Banking Relationships.
The decline in correspondent banking
relationships, due to de-risking activities
by international banks, poses a critical
challenge for PICs. This reduction in
banking ties restricts access to
international financial markets, hampers
remittances, and complicates trade
financing, ultimately affecting economic
growth. To mitigate these effects, PICs
need to strengthen regulatory
frameworks, enhance financial
transparency, and foster dialogues with
international banking partners.

To achieve sustainable growth amidst
these challenges and to safeguard against
future shocks, there is need for a multi-
pronged approach that encompasses
sound economic policies, targeted
investments, and robust international
support. Emphasis should be placedon
fostering economic diversification
(especially by enhancing the business
environment and investing in digital
infrastructure to support innovation),
investing in human capital, improving
financial inclusion, and bolstering climate
resilience. Strengthening regional
cooperation and partnerships with global
institutions will be crucial for mobilizing
resources, sharing best practices, and
advocating for the unique needs of PICs on
the international stage . More capacity
development and financial support wou Id
be crucial in implementing these strategies
for sustainable growth.

19



FIGURE 1.KEY MACROECONOMIC INDICATORS FOR PFTAC REGION

PICs: RealGDP PICs: Inflation
0,
(Annual % change) (Annual % change)
14.0 2023 2024  =2028 140 2023 2024  m2028
12.0 12.0
10.0 10.0
8.0 8.0
6.0 6.0
4.0 4.0
e [ 0wl R | R |
“o Ll I RN RN o L [ |
= = 3 [9) < [ =) > %] = = o S = 2 » ] © 3 s © = s O
T 2 = 2 2 ] <] 5 = < ®
e * g 5 £ 2 ¢ 33 & 8 ¢ e * 5 & 5§ £ 3 3 £ % &
& e 8§ °f 2 z % & § E o F F 2 % < §
B ] > S 3 >
& = o =
PICs: Current Account Balance
(% of GDP)
20.0
2023 2024 w2028
15.0
10.0
5.0
0.0 I - I - -
-5.0 I
-10.0
-15.0
FSM Fiji Solomon Is Samoa Tonga Tuvalu Nauru Marshall Is Kiribati Vanuatu PNG
PICs Debt /GDP PICs Average Debt /GDP 2015 -2020 vs 2024 -2029
(% of GDP) (% of GDP)
100 100
® Real GDP
80 M Projected Debt/GDP average (2024-2029) 80 m Real GDP M Projected Debt/GDP average (2024-2029)
@ Current Debt % of GDP
60 60
40 40
20 20
0

FSM
Fiji
Palau
Samoa
Tonga
Tuvalu
Nauru
Kiribati

= =
%) [
w

Palau
Solomon Is
Samoa
Tonga
Tuvalu
Nauru
Marshall Is
Kiribati
Vanuatu
Solomon Is
Marshall Is

Annual Report 2024 - PFTAC

Vanuatu



PICs: Real GDP
(Y/y percent change)

8

-6

-8

Tourism PICS
-

-
-

-
-

on-tourism PICs

2022 2023 2024

2019 2020 2021

PICs: Inflation
(Percent change)
12

m Tourism = Commodity

0
2022 2023 2024

Other

201018

Source: World Economic Outlook Database; and IMF stall calculations.

Note: PICs = Pacific island countries

Source: World Economic Outlook and Staff Calculations

Annual Report 2024 - PFTAC

PICs: Fiscal balance
(In percent of GDP, average)

10

3]

'S

N

o

B Fiscal balance

—Public debt (RHS)

IS

-6

2016 2018 2020 2022 2024 2026

45
40
35
30
25
20
15
10
5

0

21



SECTION Il

FY 202

RESULTS




SECTION Il

In its first year of Phase VI, PFTAC met
the increased demand from its members
by providing significant training and
technical assistance. Despite easing
pandemic effects, the post-pandemic
challenges and a succession of global
shocks underscore the critical need for
continued capacity development. The
region must rebuild fiscal and external
buffers, manage debt sustainably, mitigate
ongoing effects of climate change and
natural disasters, meet infrastructure
needs, and secure more climate finance.
Migration and labor shortage further add
complexity to these challenges.

The FY 2024 work plan execution

returned to pre -pandemic levels. PFTAC
delivered 147 activities over 2,105 technical
days (TA) comprising 133 in-country
activities and 14 regional workshops

during the fiscal year. The Debt
Management program additio nally
delivered 8 activities across 149 TA days.
(Table 1). Compared to the mid-year
revised workplan, the execution rate stood
at 98 percent for TA days and 95 percent in
terms of activity level. This accounted for
US $67 million of budgetary spending, o r
90 percent of planned budget for the fiscal
year (Table 5).

The distribution of CD activities aligns
with past trends and initial fiscal year
objectives across all workstreams. Fiscal
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programs consisting of Revenue
Administration and PFM accounted for
around 60 percent of TA days, aiming to
enhance domestic revenue mobilization
and strengthen PFM systems. The new
Macroeconomic Frameworks program
brought the share of CD activities in
macroeconomic modeling and forecasting
and policy analysis to 16 percent. The
Statistics program, including GFS and RSS,
accounted for 16 percent of total TA days,
assisting countries to compile and
disseminate timely statistics, consistent
with international statistical standards. The
FSS program, which strengthened
supervisory capacity, aligned regulations
with the Basel Framework, and addressed
cyber risk exposure, accounted for the
remaining 10 percent of total TA days.
(Figure 3).

CD distribution amongst member

countries varies based on their

economic size, demand, absorptive
capacity , and ability to implement

reforms. Regional activities accounted for
16 percent of CD delivery. Larger
economies like Papua New Guinea, Fiji,
Solomon Islands and Samoa were the most
significant individual recipients of CD in FY
2024. A group of mostly smaller economies
were mid-tier beneficiaries. At the other
end, microstates utilized 2-3 percent of CD
days (Figure 4). The total share of CD
support to fragile states stood at 36

percent, a higher share than during Phase
V. PFTAC supports seven fragile states,
three of which (Solomon Islands, Papua
New Guinea and Kiribati) 8 along with Fiji,
Samoa and Vanuatu accounted for half of
the total TA days. Solomon Islands
received more support from the Revenue
program to wards implementing a new
organization structure. Papua New Guinea
benefitted fro m substantial fiscal-related
CD, while Kiribati received assistance
across statistics, macroeconomics and
revenue, including on tax policy matters.
Similarly, Timor-Leste received wide
ranging Revenue CD support to advance
VAT reforms and strengthen core tax
functions.

Flexible and blended modalities

improved CD delivery and effectiveness.
Three-quarters of activities were in-person,
with the remainder (36 TA activities and 4
regional workshops) were conducted
virtually or in hybrid settings ( Table 1).
Virtual engagements facilitated
preparatory work and timely follow -ups,
further supporting the implementation of
recommendations. For example, the
Revenue program structured its workshop
into series of activities with follow -up
bilateral support provide d remotely to
countries over extended period of time
(ISORA and Risk Analysis), while the Macro
and Statistics program integrated desk
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works for comprehensive modeling and
data compilation/calculation work.

Regional events supported knowledge
sharing and peer learning across the
region. In collaboration with the IMF Fiscal
Affairs Department (FAD), Institute of
Capacity Development (ICD) and Singapore
Training Institute (STI) and regional
partners including PITAA and the SPC,
experts conducted 14 regional workshops
and trainings. The Debt Management
program delivered debt sustainability
training in conjunction with the | MF 6 s
Strategy, Policy and Review (SPR)
department. The Revenue and FSS
programs conducted, tailored workshops
primarily for fragile states in the Northern
Pacific region. FSS supported staff from
selected supervisory authorities to
participate in cyber risk on-site
examination exercise in Fiji and Tonga.

Overall, the workshops and training were
well attended with a total of 439
participants. Of these, 54 percent were
women, showing an improvement in
gender balance from FY 2023 Table 4).

Collaboration and partnerships with

other institutions enabled discussions

on overarching themes and goals. The
experts joined meetings, conferences and
workshops led by IMF Departments and
external partners. The experts attended the
Pacific Islands High Level Conference on
Charting the Course Towards Shared
Prosperityorganized by the Asia Pacific
Department (APD), that also recognized
the 30th anniversary of PFTAC. The
Revenue experts combined efforts with
ADB, PACER Plus, Australian Taxation
Office Multilateral Partners Program and
the Australia Pacific Partnership Platform to
progress work on revenue mobilization,
international tax, fragile states and gender.
The PFM experts joined theFriends of
Pacific Budget Suppor{FOPBS) meeting
organized by World Bank to discuss and
coordinate budget support in the region.
They also contributed towards Pacific
Catastrophe Ri sk |
(PCRICPDisaster Ri& Financing workshop.
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The RSS advisor attended theRegional
Conference of Heads of Planning and
Statisticsled by SPC. The meeting provides
interface between statistical offices,
planning office and development partners,
crucial to implement the Pacific Statistics
Strategy. During the event, the RSS advisor
also joined the meeting of the Donor and
Development Partners Group

Gender inequality , climate and
digitalization themes gained

prominence. PFTAC member countries
received climate-related CD at national and
regional levels. Key examples include a
PFM workshop on green and gender
budgeting and strengthening public
investment management (PIM). These
workshops underscored the importance of
strengthening PFM and PIM practices as a
foundation for successful integration of
climate objectives. It also highlighted
mainstreaming gender considerations into
the PFM cycle. The program also
coordinated the revision of the chart of
accounts to track climate and gender
related expenditure in Fiji. The Macro
program, by employing macro-fiscal
frameworks is progressively assisting
countries to determine the impact of
climate change on macroeconomic
variables. The Revenue program
collaborated with ADB and PITAAon the
Pacific Taxation Digitalization Projectfor
five PFTAC member countriesd Kiribati,
Nauru, Niue, Palau and Tuvalu. It will
develop digital transformation roadmaps

to move towards a modernized tax system.
The PFM and Statistics programs
additionally assisted with chart of accounts
revisions given recent upgrades to FMISas
well as automating templates to generate
fiscal reports.

Despite a funding gap, the financial
situation and existing commitment s are
strong enough to sustain  at least four
years of Phase VI activities. Early support
from existing donors including the A DB,
Australia, European Commission, Korea
and New Zealand enabled PFTAC to
menediately sad Rhpsa Wiadisties.
During the year, three additional donors &

the United States, Japanand the United
Kingdom pledged support to PFTAC
operations, increasing total donor
commitments to US $30.5 million. With the
commitments of member countries
expected to reach US $4.1 million once all
agreements have been formalized,
transfers from previous phase and the

I MF& s
total identified funding stood at US $ 38.7
million (Table 6). This leaves a funding gap
of US $4.8 million against the program's
budget of US $43.5 million.

In terms of liqui dity, total cash
contributions of US $13.9 million have
been received so far, equivalent to about
two years of budget requirement. Of these,
donors provided US $13.5 million. Member
contributions remain limited, with five
countries (Cook Islands, Fiji,Samoa, Timor
Leste, Tonga) contributing around US $04
million.

Delayed funding from donors and
members poses operational risks for
PFTAC Delayed funding could potentially
necessitate a reduction in activities. This
comes at a time of increased demand for
TA and training.

Fundraising remains crucial for PFTAC to
address escalating member needs, close
the funding gap and improve liquidity.

I MFO3 s
guides the implementation of PFTAC
workplans and tracks t he effectiveness
of CD interventions. Advisors design CD
projects with a clear set of log frame
components & objectives, outcomes,
indicators and milestones & derived from
the | MF6s RBM
outcomes on a scale of 1 (not achieved) to
4 (fully achieved). Milestones, also rated
from 1 to 4, capture the significant steps
country authorities take toward achieving
these outcomes.

Results Based

cat al

Member countries continue to make
progress on the realization of targeted
outcomes and milestones. During FY 2024,
PFTAC programs worked towards
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outcomes associated with 23 high level frequently updated and reflect changes as not achieved significant progress towards

objectives and 490 milestones. At end FY a project proceeds. Acompldtan(Rgures). 6 not
2024, 36 percent of milestones were rated achievedd usually indicates projects are in
as largely or fully achieved. RBM ratings are early stages of delivery and therefore have
FIGURE2. FY 2024 KEY HIGHLIGHTS
p—— 0
===| 2,105 415 36%
— .
field person days of CD government officials (of which of resources (767 days)
delivered 54 percent were women) were trained, provided to sevenfragile states (FSM,
totaling 1,883 person days of training Kiribati, RMI, PNG, Solomon Islands, Timor
Leste, and Tuvalu)
=[] 147 = 40% US $13.9 million

activities executed, comprising
14 regional workshops/ activities and 133
missions or support for regional activities

N

Wil 98%

execution rate of the mid -year
updated work plan (2,105 TA days versus
2,141 planned), and 95% of missions (147
of 154 planned)

of CD is delivered by PFTAC
resident advisors and 60 percent by IMF
short-term experts

o | 57%

of CD was fiscal,either PFM or
Revenue (1190 of 2,105 field days)

TABLE 1. FY 2024 WORK PROGRAM EXECUTION AND CD MODALITY

contributions received from
five donors and from 5 of 16 PFTAC
countries against US$40 million external
fund-raising target

@ US $6.7 million

of projected expenses from a
budget of US $7.5 million (approx. 90%),
excluding the 7% trust fund fee

PROGRAM LT STX TOTA MI SSI VI RTU HYBRI | NERSO
Public Financi al Manageme 16t 253 418 18 1 16
Financi al Sector Supervis 11E5 96 211 16 0 15
Government Finance Statis 10z 26 128 11 0 11
Re al Sector Statistics (R 80 154 234 16 0 15
Revenue Administration (R127 645 772 63 7 5 31
Macroeconomic Programming 10Z% 92 195 12 3 9
Macr oeconomi c Framewor ks 147 0 147 11 0 10
Sudfiot al 839126 210¢ 147 31 9 107
De bMa n a g e iy &©iMi) 0 149 149 8 0 8
TOTAL 8398141 2254 155 31 9 115
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BOX 2. FY 2024 KEY ACHIEVEMENTS OF PFTAC (MAY 2023 APRIL 2024)

REVENUE

KEY ACHIEVEMENTS

COK

FJI KIR

NIU

NRU

PNG

SLB

Successful implementation of new performance
management system for FRCS

X

Implementation of revenue administration reforms - new

organizational structure

Advancing digital enablement across the Pacific design of

country-specific digital transformation roadmaps

Strengthening compliance management through audit

Completion of tax policy review update to help identify
opportunities to optimize revenue

PFM

KEY ACHIEVEMENTS

FJl

PLW RMI

SLB

TKL

TON

WSM

Developing PFM Roadmap

X

Finalization of PFM legislation

Improving budget function

Strengthening cash management

Chart of Accounts revision

Broadening fiscal risk management

Refining Asset Management Framework

MACRO

KEY ACHIEVEMENTS

FJl

FSM  KIR

PNG

TLS

VUT

WSM

Construction of new macro-fiscal model

Training on GDP(E) modeling frameworks

Support and training for financial programming model

Building macro-projection tool

Training and developing Nowcasting/ Forecasting Policy

Analysis Systems tool

GFS

KEY ACHIEVEMENTS

FSM RMI  KIR

SLB PLW VUT

Continued work on the timeliness of fiscal statistics;
ongoing transition to new FMIS supported

X

X

Support on transitioning to new FMIS - Chart of Accounts

mapping

Development of quarterly fiscal statistics and improvements

to the format of the national publication

Commencement of debt and balance sheet reporting as per

internationally accepted GFS definitions

RSS

KEY ACHIEVEMENTS

KIR

NIU NRU

TON

SLB

TKL

TUV

Rebased national accounts series

X

X

National accounts estimates updated

Publication of national accounts resumed

Developing first set of national accounts since 2015
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KEY ACHIEVEMENTS

COK

FJI. PNG RMI

SLB TON

VUT

WSM

Providing enhancements to the existing prudential and risk
management standards to align them with the Basel
FSS Framework

X X

X

X

Upgrading risk-based supervision

Enhancing supervisory capacity

KEY ACHIEVEMENTS

FJl

PLW PNG SLB

TLS WSM

Refined Liability Management Operations

Strengthening debt management fundamentals

Strengthening institutional arrangements for debt
management

DM Strengthened debt transparency through the enhancement
of the quarterly debt bulletin and executive debt
management report

Annual borrowing plan developed consistent with the debt
management strategy

Engagement with local currency bond market investors and
investor relations strategy initiated

Annual Report 2024 - PFTAC

27



FIGURES. FY 2024 DISTRIBUTION OF TOTAL TA DAYS BY WORKSTREAM AND COUNTRY
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400 - 17.5%

B L TX Days I STX Days —@— % Total

350 15.0%

300
12.5%

250
10.0%
200
7.5%
150

5.0%
100

50 2.5%

0 0.0%

T\ A\ \s- 2 G .ot KV e \s- @ v W \ Ty “ue QS AV
Vke‘.’v‘o“ ::\o“‘°“ P A wee? \la““:\«w“\'es (oot qon® ed® € LA Pt

FIGURES. AGGREGATE PERFORMANCE ON MILESTONES AND DISTRIBUTION OF RATED MILESTONES BY WORK PROGRAM

Fully = PEM
Achieved
10% = REVENUE
Not
Achieved = RSS
Largely 36%
Achieved = GFS
26%
= FSS
= MACRO
Partially = MF

Achieved
28%

Note: Milestones are project-specific and not standardized or generally comparable. Milestones do not represent project results but reflect smaller steps
authorities take to achieve results.
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TABLE 2. IMPLEMENTATION OF FY 2024 WORK PROGRAM (TADAYS)

BENEFI ClI ARY LTX STX FI NAL BASELI I BASELI NE EXEIE REVI SE REVI SED EXE
COUNTRY DAYS DAYS OUTTURN PLAN RATE PLAN RATE
REGI ONAL 156 187 343 236 145% 268 128%
COOK | SLANI 43 68 111 145 77 % 142 78 %
Fl JI 105 129 234 222 105% 2383 100 %
FSM 33 22 55 51 108 % 59 93 %
Kl RI BATI 9 115 124 146 85 % 139 89 %
NAURU 12 39 51 32 159% 53 96 %
NI UE 7 36 4 3 42 102 % 4 3 100%
PALAU 51 36 87 114 76 % 88 99 %
PAPUA NEW ( 62 120 182 192 95 % 238 76 %
MARSHALL | ¢ 33 20 53 85 62 % 76 70 %
SAMOA 75 123 198 246 80 % 168 118%
SOLOMON | Sl 48 157 205 175 117 % 183 112%
TI MARESTE 30 89 119 237 50 % 167 71%
TOKELAU 12 31 4 3 69 62 % 4 3 100%
TONGA 45 6 2 107 5 3 202 % 93 115%
TUVALU 12 17 29 121 24 % 29 100%
VANUATU 106 15 121 149 81% 119 102%
TOTAL 839 1266 2105 2315 91 % 2141 98 %
FRAGI LE STA 227 540 767 1007 76 % 891 86 %

TABLE 3. IMPLEMENTATION OF FY 2024 WORK PROGRAM (TA ACTIVITIES)

BENEFI ClI ARY ACTI VI TI E BASELI N BASELI NE EXEC( REVI SEI REVI EXIECUT I (
COUNTRY DELI VERECL PLAN RATE PLAN RATE
REGI ONAL 22 15 147 % 18 122%
COOK | SLANDS 7 10 70 % 8 88 %
Fl JI 15 17 88 % 16 94 %
FSM 5 4 125% 5 100%
Kl RI BATI 8 10 80 % 9 89 %
NAURU 4 3 133% 5 80 %
NI UE 5 4 125% 5 100 %
PAL AU 6 8 75 % 6 100 %
PAPUA NEW GU 13 20 65 % 20 65 %
MARSHALL | SL 5 7 71% 5 100%
SAMOA 13 17 76 % 11 118%
SOLOMON | SLA 13 10 130% 12 108 %
TI MARESTE 9 20 45 % 12 75 %
TOKELAU 2 3 67 % 2 100 %
TONGA 8 6 133% 8 100 %
TUVALU 2 6 33 % 2 100 %
VANUATU 10 11 91 % 10 100 %
TOTAL 147 171 86 % 154 95 %
FRAGI LE STAT 55 77 71% 65 85 %
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TABLE 4. FY 2024REGIONAL WORKSHOPS AND TRAININGS

SECTO PARTNER LOCATI TOPI C DAYS MALE FEMAL TOTA TRD':IYI;I

MACRO| MACROMF KBTI Tonga Macroeconomic Diagnost 5 16 26 42 210

MF MFMACRO/KCL Fi j i Wor kshop on Monetary P 8 13 13 26 208

Fss Marsha AFSPC Meeting and 1FRS g 17 14 31 155
Training

Fss FSM Su-Reglo_naI Training on 4 6 2 3 39
Regul ations for North

GF S Samo a Government Finance St a 5 15 17 382 160

RSS sPcC Fiji wWor kshop on National A g 16 26 42 210
Household Surveys

PEM Samoa Wor kshop on Strengthen 5 14 26 40 200
Management

PFM HQFAD Fiji Wor ks hdoenarer and Green 4 12 26 38 152

REVEN PITAA Virtua Pérformance Management g 10 15 25 150
Fol fjupw Wor kshop

REVEN Pl TAA Virtua Audi t Wodrl knph ®@pnent atupn 5 14 23 37 185

REVEN PI TAA Mar sha Perfor mance Management 4 4 9 13 52

REVEN Pl TAA Virtua Anal ytics for Tax Lead 1 22 15 37 37

REVEN PI TAA Fiji Ri sk Analysis Training 5 15 7 22 110

REVEN PI TAA Virtual T Network Webinar 1 15 7 22 22
TOTAL 63 189 226 415 1883

DM HQSPR Nadi , Paci fic Regional DSA T 5 13 11 24 120
GRAND TOTAL 68 202 237 439 2003

TABLE 5. FY 2024 FINAL PROGRAM OUTTURN (US DOLLAR) AND PERCENT OF BUDGET EXPENDED

PHASE SUMMARY

PROJECT Program B Working B Expens Working B Expen:Executi
Public Financi al 8,500 8,500 1,572 1,700 1,572 92 %
Revenue Administr 8,500 8,500 1,694 1,700 1,694 100 %
Banking Sup&®rewgiusia 4,300 4,300 820, 860, 820, 95 %
Real Sector Stati 4,300 4,300 786, 860, 786, ° 91 %
Government Fi nanc 3,300 3,300 494, ; 660, ( 494, . 75 %
Macr oeconomi c Pr o 3,300 3,300 645, ( 660, ( 645, ( 98 %
Macroeconomic Fr a 3,000 3,000 555, ¢ 600, ( 555, ¢ 93 %
Financi al and Fi s 700, 700, | 72, 3 140, ( 72,3 52 %
Admin Project 800, | 800, 94, 3 160, ( 94,3 59 %
Governance and Ev 300, ! 300, | - 30,0 - -
Strategic Budget 400, 400, ( - 80,0 - -

b Tot al

Trust Fund Managen

I MF

500
518

393, ! 892, 9.

836 503 8, 6361

Expenses 191%

GRAND TOTAL 43, 96 %

*Trust Fund Fee is 7 percent of funds utilized for TA delivery
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TABLE 6. PFTAC PHASE VINIAY 2023 6 APRIL 2028) FUNDING STATUS

Agreement/Amendment Information Contribution Received Contribution Expected 2
Partners/Members Signed Date * U.S.Dollars U.S.Dollars (U.S. Dollars)

Partners 20,723,495 13,462,294 7,165,169
Asian Development Bank 12/12/2022 usD 1,000,000 1,000,000 1,000,000 -
Australia 5/4/2023 AUD 11,000,000 7,340,674 2,665,200 4,573,669
European Commission 12/13/2022 usbD 5,183,000 5,183,000 2,591,500 2,591,500
Korea 12/19/2022 usD 3,500,000 3,500,000 3,500,000 -
New Zealand 6/21/2023 NZD 6,000,000 3,699,821 3,705,594 -
Members 4,060,000 393,000 1,342,000
Cook Islands 3/21/2024 usD 115,000 115,000 23,000 92,000
Fiji 3/27/2024 usD 705,000 705,000 141,000 564,000
Kiribati Pending uUsD 85,000 85,000 - -
Marshall Islands Pending usbD 115,000 115,000 - -
Micronesia Pending uUsD 115,000 115,000 - -
Nauru Pending usb 85,000 85,000 - -
Niue Pending uUsD 30,000 30,000 - -
Palau Pending usbD 115,000 115,000 - -
Papua New Guinea Pending uUsD 1,410,000 1,410,000 - -
Samoa 9/14/2023 usb 170,000 170,000 34,000 136,000
Solomon Islands Pending uUsD 170,000 170,000 - -
Timor Leste 5/3/2023 usbD 560,000 560,000 112,000 448,000
Tokelau 5/2/2023 usD 10,000 10,000 - 10,000
Tonga 5/17/2023 usbD 175,000 175,000 83,000 92,000
Tuvalu Pending uUsD 30,000 30,000 - -
Vanuatu Pending usb 170,000 170,000 - -

Partners and Members Total 24,783,495 13,855,294 8,507,169

Under Negotiation 9,792,912

Japart uUsD 6,000,000 6,000,000

United Kingdom* GBP 2,000,000 2,542,912

United States uUsD 1,250,000 1,250,000

Internal Transfers 2 585,266 585,266
New Zealand 577,009 577,009
Samoa 7,741 7,741
Tokelau 516 516
IMF 3,500,000

Grand Total 38,661,673 14,440,560 8,507,169
Program Document Budget 43,500,000

Funding Gap (4,838,327)

1/ May also refer to agreements that are under negotiation and approval date for Capacity Development Partnership agreements (e.g., flexible/umbrella agreements).

2/ The future contributions amount is set to zero for completed installments.
3/ Refers to transfers from one program phase to another (e.g., phase rollovers).

4/ The LOU agreement was signed in May 2024.
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SECTION I

KEYACHIEVEMENTSN FY2024

Achieving more together
PI TAA
development planning and delivery by
centering on member countries specific
needs. PITAA also facilitates country
engagement, identify key priorities for
regional activities and improve
coordination with other development
partners.

. Partnering with

has enhanced

Partnership have increased during the
last year with ADB,PACER Plusind the
International Tax Pacific Initiative. PFTAC
participated at the Australian Taxation
Office Multilateral Partners Program, the
Oceania Customs Oganization (OCO)
annual meeting, the PITAA annual meeting
and the Australia-Pacific Partnerships
Platform program.

Developing insight and intelligence to
inform decision -making . PFTAC and
PITAA designed and developed a CD
benchmarking tool. This tool enables
countries to self-assess their current state
against a comprehensive set of revenue
administration indicators mostly informed
by the TADAT. Fourteen member countries
completed the benchmarking, providing
insights into countries' developme nt
needs. This allows PFTAC and other
partners to customize CD and TA more
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effectively for individual countries and
regional groups.

P F Implementation gfgeyanyet y

administration reforms . Since 2020,
PFTAC has helped the Solomon Islands
Inland Revenue Department (IRD) to
reform its organizational structure. The
original PFTAC proposal goes back to 2020,
but progress was delayed by COVID 19.
Recently, the government initiated a
modernization project (2022 -2027) with
the ADB, continuing to involve PFTAC.The
new organizational structure received
cabinet approval, marking a significant
transformation in operations and taxpayer
interactions.

Improving people management

In Fiji. successful implementation of a new
performance management system (PMS)
for the Fiji Revenue and Customs Service
(FRCS) marked the realization of a major
initiative identified 18 months earlier
through a PFTAGi nitiated organizational
assessment.PFTAC assisted in designing
the PMS, training the leaders, and
developing key performance indicators,
significantly improving FRCS operational
effectiveness.In Tonga, PFTAC reviewed
155 job descriptions for the Ministry of
Revenue and Customs (MoRC) to better
align them with actual work requirements.
In the Solomon Islands PFTAC suppaed
the leadership job descriptions under a

REVENUE ADMINISTRATION

new organization structure, emphasizing
leadership over task execution.

Advancing digital enablement across the
Pacific. Five of the smallest Pacific
countries are part of joint initiatives of
PITAA, PFTAC andDB (Domestic Resource
Mobilization Trust Fund). The collaboration
has resulted in two projects to design
country-specific digital transformation
roadmaps for Nauru and Niue; and for
Tuvalu, Palau, and Kiribati. The projects are
aligned with the government 's efforts to
leverage the potential of digital

information systems to improve
compliance, widen the tax base, manage
compliance and enforcement and cross-
border exchange of information.

Strengthening revenue compliance
management through audit . In Fiji, audit
CD shifted from entry level to more
advanced tools. PFTAC supported Fiji on a
series of CDs related to multinational
enterprises (MNEs) and transfer pricing,
including designing a transfer pricing
questionnaire and issuing to a sample of
MNEs to improve the intelligence held
about MNEs and assess transfer pricing
and compliance risks. The initial results
found that of 33 MNESs reviewed so far, 25
require further action/investigation in
relation to tax compliance.
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Using data analytics for tax compl iance.
PFTAC delivered a workshop on practical
analytic approaches, significantly
enhancing the skills of tax administration
staff. Participants gained a comprehensive
understanding of taxpayer data through
advanced analytic techniques and tools.
This workshop effectively improved
compliance risk management, skills that

can directly be operationalized.
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PROGRESS IN THE IMPLEMENTATION

OF THE FY 2024 WORKPLAN

The Revenue Administration program
focuses on strengthening: (1) revenue
administration management and
governance arrangements and (2) core tax
administration functions.

The program is delivered by two resident
advisors supported by a pool of revenue
administration experts, primarily sourced
from the Pacific region. In addition, the
FAD provides tax policy expertise to review
and advise on tax
Legal Department provides specialized

resources in tax legislation.

PFTAC uses a core team of 13 experts,
made up of six women and seven men.
PFTAC is constantly looking at expanding
the pool of expert s from the membership.

A deliberate approach to CD delivery has
been adopted. This includes: (a)
undertaking assignments in-country where
possible; (b) ensuring a gender balance in
CD delivery; (c)using Pacific examples
where possible in workshops. For
workshops, we undertake a pre-meeting
with the senior staff to explain the purpose
of the workshop and the expectations on
return from the workshop . After workshop
delivery, a follow-up remote workshop
helps assess progress in implementing
action plans from workshops and identify
any further help needed.

PFTAC facilitated the delivery ofregional
events, mostly in partnership with PITAAas
well as PACER Plusfor the first time .

9 Training on performance management
to improv e staff productivity was
provided, for medium to large countries
and separately tailored for Micronesian
countries.

9 A five-day practical and participative
workshop on Data Analytics for Tax
Compliance was delivered in Suva, Fiji
Post workshop bi-lateral support and
mentoring was provided.

pol

9 A one-day virtual workshop on Tax
Administration Digital Modernization
d A Pathway Forward brought 29
attendees of the PITAA Regional
Network of Tax Administration Software
Group (TASG)

9 Follow-up Audit Training workshop
bilateral support and coaching were
provided to all countries that attended
the training in April 2023.

9 The International Survey of Revenue
Administrations (ISORA)
feature of delivery, with the approach

I fefined®Rch ye& . Prife-turnbvRrin stafM F 0 s
assigned to complete the survey means
that every year there is a mix of
experienced and new staff. The ISORA
activity is made up of three parts - a

is an annual

seminar, bilateral support to complete
the survey, and quality reviews of the
data for ISORA.

9 A three-day joint workshop with PACER
Plus and PITAA started the dialogue on
Domestic Revenue Mobilization (DRM)
options to replace revenue losses from
trade liberalization.

9 PFTACdeveloped a simple tool to weave
the gender perspective into its CD and
TA delivery.

The assistance to theCook Islands
provided the administration with advice to
improve revenue mobilization for today
and the future:

9 A review was completed to identify the
work required to meet the minimum
requirements of signing up to
international tax commitments. This
resulted in the development of a two -
year work plan, which, if completed,
should ensure compliance with
international tax minimum standards.

9 A Tax Policy review was completed,
which helped identify opportunities to
optimize revenue by considering the mix
and level of taxes, excises and duties
applied in the Cook Islands. The review
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also recommended considering non-tax
revenues.

9 Recommendations for changes to the
organizational structure that would
position the Revenue Management
Department for the future were made.

An assessment was made of the required
level of staffing to deliver on current and
future work commitments and the staff
competencies needed.

Fiji continued to strengthen and embe d
capacity development from the previous
year, including:

1 Theimplementation of the new PMS

1 A PMSreadinessassessment to inform
the go-live of the new system and the
risks to implementation.

1 All people leaders in FRCS attended one
of 10 interactive PMS implementation
training sessions. The new PMS process
was covered, the new system and the
importance of creating a culture of
performance in FRCS.

9 Key Performance Indicatorswere
reviewed followed by training on how to
develop good KPIs and measure
progress.

9 PFTAC supported FRCS tax compliance
efforts targeting the top 40 MNEs
operating in Fiji. PFTAQorovided training
on how to analyze the data received,
integrate FRCS risk processes, and
develop audit plans.

9 Subsequent assistance was povided to
use the MNE's data and build a database
for risk profiling purposes, provide
training on profit level indicators and
industry benchmarking, and provide
technical guidance on taxpayer cases.

9 Legal provided continued support on the
drafting of the Value Added Taxes (VAT)
Bill and an explanation of amendments,
new technical notes, and developed VAT
Regulations. The TP regulations were
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redrafted, and amendments were
prepared for the Income Tax Act.

1 A post implementation review of the
National Tax Information System (NTIS)
was completed. Thisis the first phase of
the review of the effectiveness,
performance, user satisfaction,
sustainability, and suitability of NTIS for
current and future needs FRCS.

PFTAC supportedthe reforms in the
Kiribati Tax Department (KTD). Following
the introduction of new tax laws in 2014,
the recent CD has focused on improving
the efficiency of auditors, auditors'
understanding of their authority and
improved compliance through risk -based
and targeted inter ventions. PFTAC
supported:

1 A review of VAT processes and staff
capability in administering VAT and VAT
refunds.

9 A review of the current provision of
taxpayer services and communication
and developed a strategy and plan for
improvement.

9 Theimprovement of the recovery of tax
arrears.

9 The training of KTD officialson tax
legislation, audit principles and practice.
Standards operating procedures were
improved, and support was provided for
their use.

Areview of Ni u e@rédgess in
implementing tax administration reform
was completed. This highlighted the
capacity constraints of the administration
and the need for additional assistance to
implement and benefit from the proposed
reform.

9 Legal assistance was provided to prepare
the Tax Administration Regulations, and
a table explaining the regulations and
linking the draft regulations with the Tax
Administration Bill was also provided.

In Palau, the Palau Goods and Service Tax
(PGST) and Business Profits Tax (BPT) were
implemented on January 1, 2023. PFTAC
has been instrumental in supporting tax
policy reform, legislation drafting,

regulations development and reform
implementation. PFTAC, however, has not
been alone. The combined efforts of
development partners have all contributed

to this success.

9 PFTAC CD has supported the Director,
on-board new staff, developed training
material to introduce the new taxes to
staff and provided guidance to leaders
on developing detailed implementation
plans. This included: (a) preparing PGST
and BPT Regulations and technical
corrections to the Act, along with
preparing Tax Administration
Regulations, other necessary Regulations
to support the Act; and provide training
to BRT on the Act and Regulations; (b)
assisting the BRT to assess its readiness
for the implementation of tax reforms
and advising on actions to progress
outstanding critical deliverables.

The Papua New Guinea Internal Revenue
Commission (IRC) has made substantial
progress in implementing
recommendations from the TADAT report
(2019) and the subsequentmedium term
revenue strategies (MTRS) IRC has
published a Strategic Plan 20232027 and
Annual Plan 2023 reflecing improvement
areas recommended by the IMF and
supported by PFTAC. The Strategic Plan
aligns closely with the recently announced
IMF program and new MTRS for revenue
mobilization. The Annual Plan 2023 reflects
change across legislation, digitalization,
organization, and increased collection
targets. With the ongoing support of
PFTAC, IRC is implementing the approved
organizational re-design changes. The
changes have progressed over many years
with PFTAC support and will align IRC with
international good p ractices for functional
tax administration. This CD has included:

9 Reviewing the submission to the IRC
commission to formally approve and
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establish the new IRC structure, the roles
and their respective
implementation plan.

9 Development of an integrated
implementation and change plan.

9 Reviewing the Information and
Communication Technology functional
specifications for the new integrated tax
administration system tender process
that will be launched as soon as approval
has been obtained.

9 Supporting IRS in implementing
organizational change and HR planning.

Assistance to the Samoa Ministry of
Customs and Revenue(MCR)was focused
on two principal areas: international tax
and audit capability, with the latter forming
a basis for ongoing development over
time.

9 PFTAC assessed progress in meeting the
requirements of the OECDBase Erosion
and Profit Shifting (BEPS) Inclusive
Framework. In doing so, the focus was
BEPs Action 13 and how the reports and
information received through coun try-
by-country reporting (CbCR) could be
used for audit purposes. A high-level
summary of Action 1 for Pillar 1 and
Pillar 2 was also provided.

9 A legal assignment provided a view of
the impact on other tax laws of
implementing a territorial tax .

9 Work commenced on the development
of a new corporate plan.

9 Delivered over three weeks, intensive
training and support was provided to
strengthen audit staff capability. Advice
and presentations, technical workshops,
one on one sessions, and meetings with
audit principal advisors, taxpayer services
and the legal unit took place. Topics
covered reviewing and auditing complex
tax technical issues related to
multinational entities , taxpayer reviews
and audits, interpreting financial
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statements, undertaking dispute cases
ansl how tomnerpretanddiset h e
information contained in CbCR.

9 Further strengthening of audit capability
is critical to address tax compliance in
Samoa, particularly with the increase in
tax evasion. A plan to address tax
evasion was developed, as well as
training and assistance with high-priority
audit cases and TP issues. A proposal to
engage Tax Inspectors Without Borders
was facilitated.

The Solomon Islands Inland Revenue
Division (IRD) is making steady progress on
tax modernization reforms and
recommendations made over time and
building on support provided by PFTAC.
PFTAC is supporting thegovernment
modernization through:

1 PFTAC developed job descriptions or all
new roles in the proposed new
organizational structure.

9 Training to the IRD senior leaders,
Customs and Ministry of Finance staff on
medium term revenue strategies.

PFTAC supporéed Timor Leste Tax
Authority (TLTA)on the planned VAT, and
Taxpayer Services.

1 Adraft CD plan was developedin
coordination with the TLTA senior
management, the newly recruited VAT
implementation project lead, and
development partners and donors in
Timor Leste.

9 PFTAC conducted a review ofthe VAT
implementation project plan timing and
deliverables, identifying gaps and
opportunities for improvement. The
current draft of the VAT law was
reviewed from an administrative
operational perspective, training and
workshops were delivered to increase
awareness to staff of VAT and draft
education and communication resources
were developed.

9 Three assignments were undertaken to
strengthen tax compliance and establish
a base on which to deliver VAT in the
future.

o The current tax registration
process, which operates outside
the TLTA, was reviewed.

0 A draft taxpayer services strategy
and charter were developed along
with a proposal to establish a
taxpayer service function as part
of TLTA.

0 A taxpayer service function pilot
has been developed to gradually
implement taxpayer services in a
planned way.

9 Whilst an internal audit function was
established in late 2022, their prime area
of interest has been investigations of
staff misconduct. A range of internal
audit fieldwork tools were provided, and
training was undertaken on Internal
Audit services. A workshop was provided
to the TLTA senior management team on
the core concepts of internal control,
governance, and code of conduct.

CD for Tonga focused on client service,
blending corporate service functions, and
simplification. The Ministry of Revenue and
Customs (MoRC) has a broad change
agenda, and a wide potential CD needed.

9 PFTACreviewed progress on
implementing previous CD
recommendations, considering the
emphasis of the corporate plan. The CEO
received a progress update, and a
summary of areas for future CD
consideration was discussed.

9 PFTACsupported the development of a
draft customer strategy, customer
charter, a set of service standards,
suggestions to improve their proactive
education approach and delivered an
introductory Customer Services
workshop.
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9 The MoRCjob description competencies
(skills and abilities) have been reviewed
to make them more relevant to the work
that officers in MoRC do. Job purposes,

skills and abilities were developed for
155 job descriptions so that MoRC can
use these to align with the Tonga Public

Service Commission job description
template.

BOX 3. BEPS AND INTERNATIONAL TAX WORKSHOP FOR PACIFIC ISLANDS

The workshop, funded and organized
by the A D B liiternational Tax Pacific
Initiative and PITAA was held in Nadi,
Fiji during February.

It was a collaborative initiative with the
OECD, the Global ForumPFTAC the
Australian Taxation Office, and Inland

Revenue New Zeal afid.

Internatio nal Tax Pacific Initiative
meeting, a representative from the
European Commission and the Inland
Revenue Department of St. Lucia
shared their respective experiences.
Twenty-seven Ministry of Finance and
revenue administration officials from
twelve Pacific countries participated in
the four -day workshop.

In achieving the key objective of the
workshop, to enhance the knowledge
and understanding of the potential for
international tax frameworks and
cooperation to enhance tax revenue
and improve compliance, participants

also benefitted from an update on the
EU list of non-cooperative jurisdictions
for tax purposes and the promotion of
Tax Good Governance.

It was evident that many countries
prioritize access to and sharing cross
border tax information for compl iance

Apurpasési Astionypéaanind led tosthe
formation of a high -level list of
priorities for the region using input
from country officials. The regional
priorities and individual country
priorities will inform future bilateral or
multilateral capacity-building and
technical assistance initiatives in the
region relevant to BEPS, tax
transparency and international
taxation.

Participants shared their country
experiences as did the St. Lucia Inland
Revenue Department representative.
Participants called for more sharing in
future initiatives. The need for specific

assistance to evaluate the benefits and
ensure that the right domestic and
international risks are addressed was
reiterated.

The workshop fostered strong regional
and international cooper ation and
networking among Pacific Island
nations and development partners. The
bilateral meetings were beneficial to
discuss specific country issues and
concerns.

Addressing capacity gaps will be vital
to managing risks. Close coopemtion
to plan future support on the priorities
identified will be essential to ensure
assistance is practical and targeted and
consider existing resource and
capability constraints. Close
collaboration among countries, donors
and partners will enable the continued
success of the Pacific Initiative. PFTAC
is pleased to be a member.




Delegates at the Pacific Islands Tax Administrators Association (PITAA) Annual

Heads Meeting hosted by Papua New Guinea.

BOX 4. ENHANCING TAX ADMINISTRATION: PITAA BENCHMARK TOOL AND EXERCISE

PFTAC and PITAA have taken a significant
step forward in supporting tax
administration development by jointly
creating a CD benchmarking tool. Inspired
by the TADAT framework, thistool has
enabled 14 of the 16 member countries to
self-assess their revenue administration
performance against 16 key dimensions,
based on 64 targeted questions, providing
invaluable insights into their development
needs. This collaboration has paved the
way for more tailored capacity
development and technical assistance
across the region.

A recent workshop in Mount Hagen, Papua
New Guinea, brought this tool to life,
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Mr. George Mow (PITAA Head of Secretariat), Mr. Peniamina Tanaki

(Niue), Ms. Sathi MeyerNandi (ADB), Mr. Geoffrey Smith (Nauru) with
Mr. John McAlister (PFTAC Revenue Advisor) commemorating the
Digital Transformation Project at PITAA Heads Meeting.

offering tax administrators a new method
to self-evaluate their strengths and identify
areas for improvement. The event led to
creating the "Tok Buk," a summary
document that captures the essence of the
workshop's activities and discussions.
Additionally, individual country analyses
were distributed to participating
administrations, offering cu stomized
insights, and fostering an environment for
continuous improvement.

Feedback from the participants has been
overwhelmingly positive, highlighting the
benchmarking exercise as a crucial tool for
strategic planning and annual assessments.
PFTAC andPITAA's effort in this endeavor

is a testament to their commitment to
enhancing tax administration in the Pacific.
The information and insights gained are
now actively shaping capacity development
and reform efforts, demonstrating the
tangible benefits of such collaborative
initiatives.

We are grateful for the participation and
dedication of everyone involved in this
initiative. The journey to improve tax
administration is ongoing, and the

progress made here marks a vital step
towards achieving efficiency, effectiveness,
and adherence to global good practices in
tax administration across the Pacific region.

37



BOX 5. ADVANCING TAX ADMINISTRATION REFORM IN THE SOLOMON ISLANDS

The Solomon Islands is undergoing a
pivotal transformation in its tax
administration system. With the support
of PFTACJRD has implemented a new
organizational structure that promises to
enhance operational efficiency and
taxpayer compliance. This initiativeis part
of a broader spectrum of reforms to
strengthen the country's fiscal framework
and align it with international good
practice.

Joseph Dokekana, Commissioner of the
Solomon Islands IRD, recently highlighted
the significant progress in tax
administration reforms. "Thank you so
much for the work and support you
provided for Solomon Islands Inland
Revenue on the review of the job
descriptions ," stated Commissioner
Dokekana. He emphasized that these
revisions are crucial for effectively
implementing the IRD's new organizational
structure.

PITAA/PFTAC SUB-REGIONAL
WORKSHOP ON PERFORMANCE
MANAGEMENT

Revenue Administration Advisor, Mr. JohnMcAlister with
participants at the Sub-Regional Workshop on Performance

Management held in Marshall Islands.
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The reforms include the establishment of a
large taxpayer office, which focuses on
improving compliance among high -value
taxpayers and ensuring that they
contribute a fair share to national
development. "A lot of reforms that we
have accomplished now and are

currently undertaking with ADB were
achieved through the support of PFTAC,
including the LTO office and
organizational arrangement "
Commissioner Dokekana acknowledged.

These changes are not just abaut structural
adjustments but also aim to enhance the
overall taxpayer experience, making
compliance simpler and more
straightforward. This approach is consistent
with global trends, where tax authorities
are moving towards more service-oriented
models. The World Bank and the IMF have
long advocated for such reforms,
suggesting it can lead to more efficient tax
collection and improved taxpayer relations.

Looking ahead, Commissioner Dokekana
confirmed the ongoing commitment to
these reforms. "We will continu e to work
with PFTAC and seek support to advance
the improvement of Solomon Islands

," he affirmed. This
ongoing collaboration is expected to refine
the | RDOs
the Solomon Islands can build a more

Tax Administration

processes

robust and responsive fiscal environment.

The Solomon Islands' initiative to revamp
its tax administration structure is a
forward-thinking move that aligns with
PFTAC advice and global standards. The
changes address the nation's unique
challenges through continued
collaboration with international partners
like PFTAC and theADB, where the
Solomon Islands is poised to significantly
improve its tax collection mechanisms and
taxpayer services, paving the way for

further reform and economic development.

IS

Revenue Administration Advisors, Mr. John McAlister and Ms. Katrina Williams with
participants at the Revenue Mobilization Workshop hosted by PACER Plus in Fiji.
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SECTION I

KEYACHIEVEMENT®N FY2024

Developing PFM Roadmap - The findings
of the Palau AgilePEFA assessment
highlighted the priorities for formulating a
country-led PFM roadmap, which also
incorporated entry points for climate
considerations into the PFM cycle 8 this will
be used as a model approach for other
PICs.

Legislation drafting - Completed drafting
the outstanding financial regulations to
support Solomon Islands PFM Act 2013.

Improving Budget Function - Facilitated
improved budgeting practices in the
Marshall Islands, strengthened budget
execution reporting in Solomon Islands,
and improving transparency of budget
documents and reliability of the budget in
Tokelau.

Strengthening Cash Management &
Provided guidance on strengthening
expenditure controls, arrears management,
and cash management in Papua New
Guinea.ln Samoa, cash management
practices continue to improve including
strengthened cash flow forecasting.

Chart of Accounts (CoA) Revision 6
assisted revisions to the new Fiji @A, in
conjunction with the implementation of
the new FMIS. Incaporated modalities for
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climate and gender tagging in the CoA.
Revised CoA mapped to Government
Finance Statistics Manual GFSM2014).

Refining Asset Management Framework
d assistance to Tonga provided to help
address audit queries on the value of non-
financial assets on the annual financial
statements.

Fiscal Risk Management & broadened the
approach to fiscal risk management in Fiji
and Samoa by including a qualitative
assessments of climate risk. Both countries
are now incorporating fiscal risk narratives
on fiscal risks into their annual Fiscal
Strategy, with plans for further
development in coming years.

Gender and Climate Workshops to
foster peer learning :

The workshop on Strengthening Public
Investment Management in the Pacific
focused on integrating a climate
perspective to support resilient and

sustainable infrastructure. PFTAC organized

the workshop with inputs ESCAP, and
Pacific Regional Infrastructure Facility
(PRIF). Participants rated the workshop
successful in raising their understanding of
cost benefit analysis, project management
integrating climate resilience, improved
inter-agency coordination and asset
management frameworks.

PUBLIC FINANCIAL
MANAGEMENT

The workshop on Gender and Green
Budgeting focused on its integration into
the budget cycle to strengthen fiscal
policies and underlying budget decision -
making processes. Participants provided
positive feedback that the workshop was
highly relevant to their operating
environment.

The PFM program also supported the
Pacific Region Disaster Risk Finance
Workshop organized by PCRIC and
supported by the Pacific Islands Forum
Secretariat (PIFS)The workshop raised
awareness on the importance of financial
protection against disasters and
strengthened the understanding of disaster
risk financing at both the national and
regional level. Strong PFM systems and
processes were highlighted critical for
effective management of climate and
disaster risk financing.
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PROGRESS INHE IMPLEMENTATION
OF THE FY 2024 WORKPLAN

The PFM program focused on sevenkey
objectives during the year and the work
program delivered by two resident
advisors.

At the regional level, PFTAC plays an active
role in coordinating its workplan with other
partners to leverage synergies and
maximize impact and return to countries:

9 Hosted a Green PFM and Gender
Budgeting workshop in conjunction with
FAD.

9 A workshop on Strengthening Public
Investment Management was held
incorporating climate dimension s into
investment decisions.

1 Supported a workshop on Disaster
Management and Parametric
Insurance organized by PCRIC and
supported by PIFs.

9 Attended Friends of Pacific Budget
Support (FOPBS) meeting. The meeting
provides an opportunity to coordinate
PFM capacity development activities with
other partners.

In Fiji:

9 Reviewed the CoA and guided the
incorporation of climate and gender
tagging methodologies.

9 Mapped the Account segment to
GFSM2014and provided advice on
improving the segment, including
rationalizing program elements in the
classification.

9 Continued the programmatic approach
to fiscal risk management, extending the
use of | MFds fi
broadening the coverage of different
fiscal risks, incorporating qualitative
analysis into climate disaster related
risks. Assisted in designing the risk

scal
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narrative for inclusion in the Fiscal
Strategy.

Support to Kiribati included:

1 Provided training materials on proposed
amendments to the PFMA for internal
deliberation within MFEP.

In the Marshall Islands :

9 Provided further support on the design
of a transparent and more informative
budget book to be developed through
the new FMIS.Advised the software
vendor on table formats to be produced
from FMIS.

In Palau:

9 Disseminated the findings and outcomes
from the AgilePEFA, workshopping the
strengths and weaknesses to agree the
priority reform areas for the PFM reform
roadmap. The roadmap includes
governance arrangements for
monitoring and reporting
implementation progress. The roadmap
sought to mainstream climate and
gender considerations into the reform
agenda.

In Papua New Guinea:

9 Strengthening measures were proposed
on warranting and commitment control
processes. Arrears monitoring templates
and guidelines were introduced, and
proposals made for improving the
Arrears Management Strategy. The
mission facilitated improvements in cash
flow forecasting practices and
broadening the coverage of the Treasury
Single Account (TSA).

Support to Samoa comprised the

following:

risk tools and

1 Guidance on strengthening cash flow
forecasting practices; analysis of the
daily bank position; forward looking
narrative on the projections in the
monthly cash flow reports; and

modalities for project managing the
implementation of the new electronic
banking/payments system.

Took forward the use of IMF fiscal risk
tools and broadened the coverage of
different fiscal risks. Incorporated
qualitative analysis of climate disaster
related risks. Assisted in designing the
risk narrative for inclusion in the Fiscal
Strategy.

9 A follow up mission was undertaken,

further deepening risk analysis.

9 Delivered detailed training and provided

training materials on the PEFA
assessment framework along with the
AgilePEFA approach, to assist the MoF in
undertaking a PEFA seassessment.

In the Solomon Islands :

9 Assistance was provided to draft the

financial regulations to support the

Public Financial Management Act (PFMA)
2013. The intention was to have
regulations which would provide the set
of principles, rules and requirements that
woul d
legal framework to its operational
intents.

connect and r

In support of sound fiscal management,
PFTAC assisted the Ministry of Finance &
Trade in enabling automated templates

in the FMIS system that will generate
fiscal reports on request. This will
strengthen cashflow management and
spending controls.

Assistance to Tokelau included:

9 Addressihgwe aknesses in

budget and planning process.
Strengthening local capacity through on
the job training is a key strategy to
enhance compliance, transparency and
governance structures.

CD delivery to Tonga is gradually
improving:
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9 PFTAC provided support to better
manage assets in the areas of
procurement, recording, maintenance,
and disposal. The establishment of the
Government Asset Management
Committee will provide proper oversight

to ensure Ministries, Departments and
Agencies keep asset registries updated
periodically, and appoint Asset
Management Officers to be responsible

for managing assets at the Ministry level.

BOX 6. STRENGTHENING COLLABORATION: FRIENDS OF PACIFIC BUDGET SUPPORT MEETING

The PFM resident advisors attended the
Friends of Pacific Budget Support
(FOPBS) meeting organized by the
World Bank in November 2023. This
annual meeting brings together
development partners to discuss and
coordinate the use of budget support in
the region.

IMF 6 s
along with various development partners
including Australian Department of Foreign
Affairs and Trade (DFAT)New Zealand
Ministry of Foreign Affairs and Trade
(MFAT) USAID, the World Bank, ADB, EU,
and the US Graduae School.

Asi a Paci fic

Regional Workshop on Gender and Green Budgeting organized by
PFTAC PFM Program in conjunction withl M FFRissal Affairs

Department in Fiji.
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GENDER AND GREEN
BUDGETING WORKSHOP

27th February - Ist March, 2024 | Tanoa International Hotel, Nadi Fiji

PFTAC presented on ImprovingRevenue
Mobilization in the Pacific
the significance of Domestic Resource
Mobilizatio n for PICs, emphasizing its role
in reducing debt, creating fiscal room,
funding sustainable development goals
and climate initiatives, and fostering
financial resilience.

D e p Effectiven eoliaboration anmng] oi ned

development partners in budget support
has been crucial in preventing Pacific
nations from being overburdened by their
limited resources. The meeting
supplements ongoing engagement
between partners on individual country
operations.

and discussed

PFTAC PFM Advisorayir. lulai Lavea andMr. Paul
Seedsat the FOPBS Meeting held in Sydney

PFTAC remains actively engaged with
regional and country -level donors, and the
FOPBS meeting enhances this collaboration
to improve the integration of budget

support activities.

PFM Short Term Expert, JyotRahman leading Fiscal Risk technical assistance missic
to Fiji Ministry of Finance.
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BOX 7. PALAU 6 INCORPORATING CLIMATE CONSIDERATIONS INTO PFM

Climate change poses significant risks to
PICs, including rising sea levels, coastal
erosion, flooding, saltwater intrusion,
cyclones, coral bleaching, ocean
acidification, and impacts on fisheries and
tourism. The recent Palau 2023 Article IV
Selected Issues Paper* looks at the policy
options and strategies to address climate
change in Palau.

PFTAC undertook anAgile PEFA
assessment in conjunction with the
Government of Palau in November, 2022.
The PEFA Secretariat
Checko
quality assurance guidelines. The Palau

verifying

Ministry of Finance approved the
publication of the assessment
https://www.pefa.porg/

Palau is using the outcomes and findings
from the PEFA informulating a PFM
Roadmap that will set the direction for
PFM reforms over the next five years and
presents agood opportunity to consider
how climate considerations could be
integrated into PFM systems,

th t
capacity. The PFM Roadmap will be

commensur at e Wi

t he

he

informed by the PEFA assessment results
but will also respond to the current fiscal
challenges facing Palau.

The four entry point opportunities for
incorporating climate considerations into
PFM systems are:

(i) Budget decision making - adding a
climate lens to the budget decision
making process would help ensure
there is active consideration of the
impact of resource allocation decisions

: on climate adaptation and mitigation

i ssueg _?tps oP_EI_:P(::J
efforts. This would require line

assessment meets the
ministries and agencies to prepare a
short analysis on the climate impacts
of the proposed policy, including
mitigation or adaptation efforts, with

their budget submissions.

(i) Fiscal risks management - authorities
could identify the range of fiscal risks
and decide which fiscal risks require
more analysis based on the likelihood
and impact, if risks were to eventuate.
Information collected through thi s

a wdrkihcould fotmithee badis of a fiscal

(*prepared by Emanuele Massetti, Danielle Minnett, Gemma Preston, and Paul Seeds, November 2023)

PFM Advisor,Mr. Paul Seeds presenting on PEFA and Roadmap to the
Palau Economic Advisory Group
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(iii)

(iv)

Samoa Minister for Finance Hon. Lautimuia Uelese Vaii delivering the keynote

risk statement that could be published
alongside the budget documents.

Project selection processes - While
project appraisal criteria currently
include climate considerations, this
could be strengthened, and more
importantly climate considerations
should be included in costing
guidance and methodologies 6 to help
inform resource allocation and
prioritization decisions around
infrastructure planning.

Climate reporting - opportunity to
build climate reporting into annual
budget execution reports by helping
the authorities identify funding
received for climate initiatives as well
as resources devoted by the
government to climate initiatives. A
second step could involve reporting
on the funds actually spent on climate
initiatives, which could be explored

further depending on the capabilities
of the new FMIS.

address at the Regional Workshop on Strengthening Public Investment

Management.
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BOX 8. REGIONAL WORKSHOP3 GENDER AND GREEN BUDGETING

Theregional workshop on Gender and
Green Budgeting provided participants
with improved understanding of how a
green and gender perspective can be
integrated into the budget cycle to
strengthen fiscal policies and underlying
budget decision-making processes.

Gender budgeting is already underway in
Fiji and Timor Leste, but green budgeting
was a new topic for many participants.

As a result, close atention focused on
building understanding of gender and
green budgeting, which is critical for
building traction and support for reforms.

Annual Report 2024 - PFTAC

The workshop had a practical, skill building
orientation, with exercises designed to
present tangible starting points for
countries considering reforms, noting
capacity constraints.

Strong PFM processes were emphasized as
fundamental to effective integrat ion of
gender and climate considerations into the
budget cycle.

It was highlighted that gender and climate
considerations should not be perceived as
separate activities but should be
mainstreamed into the PFM cycle.

Thirty-five participants, of which two third
were females attended, representing 12 of
the 16 PFTAC member countries.

At the conclusion of the workshop, 96 per
cent of survey respondents felt the course
was highly relevant to their work and
useful in their roles & a positive turnaround
compared to views expressed on the first
day, where participants had a less clear
understanding of the role of gender and
green PFM concepts.

The workshop will play an instrumental role
in initiating the mainstreaming of gender
and climate into the PFM cycle.
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SECTION I

MACROECONOMIC PROGRAMMING
AND ANALYSIS

KEYACHIEVEMENT®N FY2024

The Macroeconomic program delivers CD
to countries in four main areas:

Macro -fiscal modeling & Many countries
want to better understand short and long
run economic and fiscal outlook, including
debt sustainability. This includes
understanding changes needed to revenue
collections and expenditures to ensure
fiscal sustainability.

GDP Modeling 0 Improving GDP
forecasting techniques are critical for
assessing the economic outlook and
informing fiscal and monetary policy
responses.

Tax Modeling 0 The program has
supported major tax reform processes
through the provision of tax modelling,
allowing governments to understand the
revenue and welfare impacts of tax
changes providing policy options to policy
makers.

Other Support 9 Forecasting a range of
economic variables, such as inflation,
industry contribution analysis, and macro-
fiscal budget presentation.
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PROGRESS IN THE IMPLEMENTATION
OF THE FY 2024 WORKPLAN

FY 2024 saw strong demand for
macroeconomic analysis. Ministries of
Finance in particular were keen to utilize
excel based macroeconomic models
capable of running detailed macro fiscal
models in real time.

Following recent global economic shocks,
governments need to focus on rebuilding
fiscal buffers by limiting spending and
increasing revenue. For instance, Fiji has
improved its fiscal outlook through VAT
reforms.

To decide if PFTAC member countries need
to increase revenue, the first step is to use
a macro fiscal model based in
GDP(Expenditure) that includes an
endogenous fiscal sector and able to
analyze different scenarios. If needed, more
detailed models focusing on VAT or

income tax can provide thorough policy
guidance.

In the Cook Islands, a scoping mission
examined economic and fiscal forecasting
techniques, including the use of a
Computable General Equilibrium (CGE)
Model. A deflator forecast was constructed
and recommendations concerning

MACROECONOMIGANALYSIS
AND FRAMEWORKS

forecasting processes and budget
presentation were also made.

In Fiji, a three-sector (Real, Fiscal and
External) Financial Programming style
model was jointly constructed with the
authorities. The GDP(E) based model has
the Fiscal sector as endogenous to GDP
and incorporates a comprehensive control
panel. This allowsrunning a range of
macro-fiscal scenarios under different
combinations of shocks.

In Kiribati, a new macro-fiscal model was
constructed in conjunction with authorities
and training provided on its use. The
model emphasizes fiscal forecasting and
incorporates the Revenue Equalization
Reserve Fund The model is capable of
running a range of macro-fiscal scenarios
so asto allow for better fiscal planning.

In the FSM, a new macro-fiscal projections
tool was developed in conjunction with
authorities and training conducted on its
use. It shows short, medium and long run
macro-fiscal outcomes under a range of
parameter assumptions. It aims to assist
authorities to better understand likely
future budgetary pressures.

In Nauru , the existing PFTAC supported
macro-fiscal model was updated and
revised. In addition, the mission assisted
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authorities in using the model to consider formal recommendations were made to style model. This included the addition of a

possible macro-fiscal scenarios such as in the authorities, all of which were agreed to. 6control panel @ and an e

relation to the Regional Processing Centre. range of macro-fiscal scenarios, particularly

In Solomon Islands , a macro-fiscal in relation to revenue from their sovereign

In Papua New Guinea, training was
provided on GDP(E) modeling frameworks
including how to create estimates of it
from a GDP(P) base.

In Samoa, a scoping mission was carried
out in relation to existing macro -fiscal
forecasting approaches. A number of

scoping mission examined existng
economic and fiscal forecasting techniques.
A number of recommendations, including a
proposed training and technical assistance
program, were agreed in-principle by
authorities.

In Timor -Leste, support and training was
provided for their Financial Programming

BOX 9. MACROECONOMIC DIAGNOSTICS COURSE

PFTAC in conjunction with the IMF
Singapore Training Institute (STI)
conducted a one week
Macroeconomic Diagnostics Course
in Nukubdal of a,
Forty-two participants from 10 PFTAC
member countries attended the course
(Cook Islands, Fiji, Niue, Papua Ne
Guinea, Samoa, Solomon Islands,
Timor-Leste, Tokelau, Tonga and

Tonga.

course. The Australian Deputy High
Commissioner (Erin Gleeson), U.S.
Charge de Affairs (Austin Lewis) and
New Zealand High Commission First
Secretary Development (Olivia
Philpott), attended the opening
ceremony.

The course represented a
collaboration between PFTAC and
STl with significant work being

wealth fund.

In Vanuatu , support was provided for the

Fi

control panel was utilized to examine

nanci al Progr ammi
scenarios showing the impact of changes
in government spending on foreign

exchange reserves.

The course received a high degree of
positive user feedback. Participants

provided a high rating of 4.8/5:
6Very wuseful
on the four important sectors of the
economy. 0

6This is indeed
course help[s] me to understand more
macroeconomic indicators to better
assess Timor -Leste economic

ng

very

ma

Imlkages i cul a

h e

condition in the future

Vanuatu). Of the forty-two participants, undertaken to ensure that the course
twelve were from Institutional and material was strongly tailored to PFTAC 6Very clear explanation
Social Fragile States (four each from member countries. In particular, the were given from the lec
Papua New Guinea, TimorLeste and course incorporated many practical 61t covers many topics
Solomon Islands). excel based exercises aimed at never learn[t] before. This course

teaching a range of economic concepts helps me improve my understanding
The Tonga Minister for Finance, Hon. from the course using PFTAC member of macroeconomic indicators and my
Tiofilusi Tiueti formally opened the country data. analytical skill.®
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Tonga Minister of Finance, Hon. Tiofilusi Tiueti during the opening of
the Macroeconomic Diagnostics Course.

MACROECONOMIC FRAMEWORKS

KEYACHIEVEMENTSN FY2024

During the fiscal year, the PFTAC
Macroeconomic Frameworks program
provided TAto Fiji, Papua New Guinea,
Samoa, TimorLeste and Vanuaty in close
collaboration with the Macroeconomic
Programming work program .

All countries share certain projects, while
Fiji, Papua New Guinea, Samoa and
Vanuatu have specific projects related to
Nowcasting/ Forecasting Policy Analysis
System (FPAS)The shared projects focus
on macro-projection tools, while the
specific projects are mainly about
forecasting analysis and policies at central
banks.

Macro -Projection Tool (MPT) & The MPT
underpins and is intertwined with the
Macroeconomic Programming and
Analysis macro fiscal and GDP modeling
projects in Papua New Guinea, TimorLeste
and Vanuatu. The aim is to provide a
consistent approach to projecting and
each
all the pertinent sectors of the economy,
with a special focus on the fiscal sector. All
of the MPT models being developed are
Excel accountng-based models.

analyzing
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countryos

PFTAC Macroeconomic AdvisorsMr. Andrew Beaumont and Mr. lan Nield deliver

presentation during the Macroeconomic Diagnostics Course.

Nowecasting/ Forecasting Policy Analysis
Systems 0 The Fund has had projects in
Fiji, Samoa, Solomon Islands, Tonga and
Vanuatu. With the new macroeconomic
framework program, PFTAC directly
supported projects in Fiji, Samoa and
Vanuatu.

During FY 2024

PFTAC delivered aNowcasting/ Monetary
Policy workshop to seven member
countries with a central bank. About 30
participants attend ed the workshop,
including the Deputy Governors of and
Governors of central banks. The workshop
was primarily funded by Japan.

The program also contributed to the
Macroeconomic Programming and
Analysis program & delivery of the
Macroeconomic Diagnostics Course in
Tonga and macro-fiscal technical
assistance in Fiji and Samoa.

economy acr oss

PROGRESS IN THE IMPLEMENTATION
OF THE FY 2024 WORKPLAN

The FY 2024 work program consisted of
MPT projects to Timor-Leste and Vanuatu
that completed an initial phase of
development towards the end of previous
fiscal year, three IMF HQ led projects to
Fiji, Samoa and Papua New Guinea, and a
peer exchange held in Fiji.

A forecasting and analysis project
commenced in FY 2023 with the Reserve
Bank of Fiji to assist its monetary policy
objective. In January 2024, a customized
training comprised of elements of the IMF
Macro-diagnostics and Monetary Policy
courses was delivered.

A hybrid mission comprising of virtual
delivery and in-person mission were
delivered to Papua New Guinea . The in-
person component delivered training on
GDP(E) modeling frameworks.

PFTAC delivered twomissions to Timor -
Leste Ministry of Finance. The first mission
was requested by authorities to support

the development of its budget during the
change of administrations. PFTAC provided
interpretation allowing a wider

participation of officials. The subsequent
mission in January 2024 delivered a
customized Financial Programming and
Policies course which aimed to ensure
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officials had a basic training relevant to the
MPT. The course delivery received an
overall rating of 4.6/5.0.

The two FY2024 Nowcasting/FPAS
technical assistance missions toSamoa
provided the Central Bank of Samoa with
training and support to develop a GDP
nowcasting system and a core CPI
measure. Officials have developed both the
GDP Nowcasting tool and CPI core
measure with guidance from PFTACThey
are able to update, maintain and develop

both the Nowcasting tool and the CPI core
measure. The Nowcasting tool generates
monthly nowcasting reports that can be
used to brief the Central Bank of Samoa
board and management. The development
of a core CPI measure provides a more
accurate indication of near-term
inflationary trends. The training and
assistance provided in the most recent
mission resulted in a model to provide
additional insights into the inflation
process and monetary policy transmission
in Samoa.

BOX 10. NOWCASTING AND MONETARY POLICY WORKSHOP

The lack of timely production of high
frequency data, such as quarterly GDP, is a
key obstacle for monetary policy decision
makers (as well as other policy makers).

PFTAC is providing technical assistance
in Nowcasting - a technique for
estimating the current value of a wide
range of macroeconomic variables from
related high-frequency economic
indicators. Nowcasting is not a substitute
from production quality and timely GDP
statistics, but it fills an important and
critical gap.

The April 2024 workshop offered such
assistance to representatives from central
banks in the region. Twenty-six officials,
half of which were female, met in Suva

from April 10-19. Two Deputy Governors:
Mr. Jeffrey Yabom (BPNG), and Ms.
Margaret Tafunai (CBS) attended all the
sessions. Two Governors (Mr. Ali, Governor
of the RBF, and Dr. Forau, Governor of the
CBSI) attended the sessions orApril 17
andtook part in a
with the Deputy Governors at the
concluding session that day.
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Gover no.r

Vanuatu has received support for a MPT
and a Nowcasting/FPAS workstream to the
Reserve Bank of Vanuatu. The October
mission incorporated basic Nowcasting
tools into the MPT, complementing the
scenario generation that is facilitated by

t he 06 c ontTheHebryary 2024
mission was a refresh onFPR to with the
same aim as the immediately preceding
Timor-Leste mission using the Vanuatu
MPT as the case study. The overall rating of
the FPP delivery was 4.7/5.0.

Central Bankofficials with workshop facilitators during the Nowcasting and Monetary Policy
Workshop, held in Fiji.

PFTAC Macro advisors, Mr. lan Nieldand
Mr. Andrew Beaumont co-facilitated the
workshop alongside IMF HQ expert, Mr.
Dyna Heng.

During the 8 days, officials shared
experiences of the TA that they had
recelvea, Sresgn‘?m?; ﬁuleir Ngv?cgst?nglg on
models and other tools they had

developed in recent months. In addition to

peer exchange sessions, training was
provided on a selection of Nowcasting and
monetary policy topics.

All those who participated in the workshop
d Governors, Deputy Governors and
officials welcomed the initiative and hoped
that PFTAC would facilitate future events of
this type for central bank officials on an
annual basis.
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Workshop facilitators 8 Mr. lan Nield and Mr. Andrew Beaumont from PFTAC, M. Dyna Heng from IMF with Central Bank Officialsduring the Nowcasting
and Monetary Policy Workshop, held in Fiji.
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SECTION I

GOVERNMENT FINANCE STATISTICS

KEYACHIEVEMENT®N FY2024

Strengthening the budgeting
through improved expenditure
measurement.

process

Reporting of internationally comparable
measures of debt in an increased number
of countries.

Continued applied support to the
smallest member countries that are yet
unable to produce macroeconomic
statistics domestically.
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PROGRESS IN THE IMPLEMENTATION
OF THE FY 2024 WORKPLAN

Member countries have made steady
progress during FY 2024, improving the
quality of measuring vital fiscal indicators.

By the end of FY2024, all member
countries participating in the GFS program
received at least one in-person visit since
the reopening of the borders. These visits
allowed to conduct a thorough
reassessment of the legacy pre COVID-19
workplans and align priorities with the

me mber
outcome of this work is reflected in the
new set of objectives for each country.

The planning exercise identified the
balance sheet reporting and statistical
classifications as the main overarching
themes. Robust balance sheet data are a
pre-requisite for an accurate and
internationally comparable measurement
of public sector debt. In turn, classifications
are crucial for ensuring that the datasets
reflect the economic substance of
transactions and accurately delineate
between expenditure and financing.

All bilateral activities in FY 2024 covered
one or both topics in addition to the
country-specific issues.

The regional workshop held in Apia, Samoa
was also devoted to statistical

count meedssThe pr e

MACROECONOMIC STATISTICS

classifications, covering the mapping of the
charts of accounts to the statistical
nomenclature.

The recent wave of upgrades to the FMIS
across the region necessitated
complementing traditional bilateral
support with a workshop focused on
regional peer learning. This initiative built
upon the direct assistance historically
provided by PFTACexperts in chart of
accounts mapping, continuing such
support into FY2024. The workshop
enhanced these efforts by facilitating
knewdegdge sharing and fostering peer-to-
peer learning among member countries.

PFTAC hadcontinued to tailor its
recommendati
circumstances. For some smaller states, like
Palau, this meant reducing the number of
outputs while materially strengthening the
quality and timeliness of the key indicators.

ons to

The staff turnover and fragility of statistical
production, particularly due to a severe
deficit of subject matter experts, continue
to pose the main risk to the program.
Achieving full self-sufficiency across the
entire region remains a challenge and will
require constant and step up supports
from PFTAC and the IMF.

Cook Islands was indeed one of the
countries where staff changes shifted the
focus of TA provision from continuous
development to capacity rebuilding.
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Nevertheless, the TA mission also laid the
groundwork fo r increasing the efficiency
and resilience of the business process

The TA inFSM and RMI continued the
work on the timeliness of fiscal statistics in
the light of the reduced source data
availability. The ongoing transition to the
new FMISs was also supprted: in both
countries, a line-by-line commentary on
compliance with the international
standards for fiscal reporting was supplied
to the authorities, to inform the changes.

The transition to the new FMIS was also the
focus of the TA to Kiribati and Solomon
Islands. Working together with the

national officials, the missions completed
comprehensive mappings of the new

charts of accounts to enable the continued
production of fiscal statistics.

Tonga received detailed advice on the
delineation between expenses and financial

transactions to support its budget process,
as well as on the other areas of
methodology. Unfortunately, the
recommendation implementation rate has
remained low in this country, imp eding
further progress.

In Tuvalu - a country that relies on PFTAC
assistance to produce its GFS the mission
updated the estimates, which had been last
compiled before the pandemic. Tools for
producing the basic fiscal estimates
internally were also developed and handed
over to the authorities.

Palau provides an example of a successful
integration of the GFS cross-classification
into the FMIS. Capitalizing on the
dramatically reduced labor intensity of the
annual production cycle, the TA supported
the development of quarterly fiscal
statistics and improvements to the format
of the national publication.

In Papua New Guinea, a joint PFTAGHQ
mission assisted the authorities in
reporting debt estimates in accordance
with the internationally accepted
definitions. The mission also reviewed the
balance sheet coverage with a specific
focus on state-owned enterprises.

Finally, in Vanuatu , the mission started the
work on the transition from cash to the
accrual basis of compilation, to be
completed in FY 2025. This also includes
the reporting of the balance sheet
estimates.

PFTAC continued to coordinate its GFS
missions with the TA provided by the IMF
headquarters. The TA toTimor -Leste
funded from the Data for Decisions (D4D)
trust fund complemented the PFTAC
activities in the region.

PFTAC GFS Advisor, Mr. Eduard Moskalenko and Short Term Expert, Mr. Timothy Youngberry with officials during the GFS Workshdgeld in Apia, Samoa.
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REAL SECTOR STATISTICS

KEYACHIEVEMENTSN FY2024

Publication of National Accounts
resumed in Tonga and Solomon Islands
and compilation resumed in Vanuatu .

Rebased National Accounts series for
Niue and Kiribati were compiled.

The first set of National Accounts  for
Tokelau since 2015 was compiled.

The statistical discrepancy forSamoa
National Accounts was reduced and a
workplan for Supply and Use Table
development was agreed and is being
implemented.

Joint recommendations for modifications
to Household Income and Expenditure
(HIES) Surveys to improve Informal Sector
measurement and Consumer Price Index
weighting were developed and agreed with
regional HIES and Economic statisticians
and the South Pacific Community
statisticians who provide most of the
regionds
surveys
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technical as

PROGRESS IN THEIPLEMENTATION
OF THE FY 2024 WORKPLAN

Though out the year, the program focused
on | everaging
enhance RSS capacity developmentThis
effort was coordinated with other PFTAC
advisors and IMF statistics programs that
specialize in extemal and government
finance statistics. Besides incountry
missions, substantial support was also
provided through desk -based work.

It also coordinated with other regional
capacity development providers:

A regional workshop held with SPC on
Household Surv eys and Economic
Statistics .

Participation at the South Pacific Heads of
Planning and Statistics meeting including
Donor and Development Partners Group.

Overlapping missions with Article IV
surveillance and Macro program CD to
help integrate statisticians work with policy
makers.

sistance for these
Participation in World Bank and ADB
project development meetings for
countries in the region.

In the Cook Islands, PFTAC funded an in
country mission to improve the Balance of
Payments statistics.

In Fiji, support was provided to Bureau of
Statistics to reduce the discrepancy in
balance of payments and reviewed the
annual national accounts estimates for FY
2022.

In Kiribati , the emphasis was mainly on
rebasing on national accounts. The new
series in available up to 2022, with2019
the new base year.

PFTAC joined the IMF Article IV mission in
Nauru and help develop the 2022

esti mates. I't al so
national accounts publication.

PFTACGS

Niue benefitted from one remote and one
in-country mission to update the national
accounts estimates to a new 2018/19
benchmark based on the 2015/16
Hasiselolsl and [ngome Expenditure Survey
and the 2020/21 Agriculture Census, which
were not previously used in the national
accounts. The data series has now been
extended to 2022.

In Palau, PFTAC support Office of the
Planning and Statistics to monitor progress
and assist in implementation for the plan
to develop producer price indexes and
international trade price indexes developed
in FY 2023.

PFTAC helped reduce the gap between
S a mo aupsit based and expenditure -
based version of GDP. It also developed a
work program to compile a Supply and Use
Table for 2023 and rebase the GDP series.

In the Solomon Islands , PFTAC assisted to
resume publication of national accounts
and revise its bulletin to provide users with
a clearer split between monetary and non-
monetary value added in each industry and
developed a simpler processing system.
The missions also developedworking
arrangements for data exchange with the
Central Bank of Solomon Islands and
assisted in the project design for World
Bank statistics project.

Support to Tonga helped restart national
accounts compilation and recommended
steps to improve the resilience of the
national accounts system with extensive
desk based follow up support provided.
Publication of national accounts have
resumed and will return to former
publication schedule in FY 2025.

In Tuvalu, PFTAC assisted the Central
Statistics Division to compile GDP for 2022
in current and constant 2016 prices.

In Tokelau, PFTAChas helped develop the
first set of national accounts for the

d e eOUNgHSEGE 2N & ur uds fir st
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PFTAC organized two in country missions
in Vanuatu to examine and address the
data flow difficulties and develop a
rebasing plan that would not disrupt
regular production. Data flows have now
resumed, and Vanuatu Bureau of Statistics

have begun to implement the proposed
plan.

The second visit overlapped with a PFTAC
Macro mission to develop a Financial
Programming model with staff of the

Reserve Bank and Ministry of Finance. The
two missions held several joint meetings
resulting in improvements to the 2022
estimates.

BOX 11. JOINT WORKSHOP WITH SOUTH PACIFIC COMMUNITY ON HOUSEHOLD SURVEYS AND ECONOMIC STATISTICS

In the South Pacific, data from Household
Income and Expenditure Surveys (HIES) are
one of the most important sources for a

c 0 u n tnatignalsccounts and vital for
rebasi
(CPI).

ng a countryads

These uses are often cited as one of tte
principal motivations for a HIES but the
statisticians who fund, design and manage
HIES surveys rarely have detailed
knowledge of economic statistics.

Similarly, because HIES surveys only occur
every few years,national accountants are

often unfamiliar with the datasets they
provide, and the techniques required to
incorporate them into the national
accounts.

ce index

pri
Paci fic

consumer
The South
for Development Division and PFTAC
convened aone-week workshop for HIES
and economic Statisticians from the region

in April.

The workshop was highly interactive with
participants spending the majority of their
time on exercises using their ownnational
data and discussing changes to the HES

Comm

survey form and analysis as opposed to
listening to presentations.

There were refresher sessions on concepts
and methods for the national accountants
ang %tr?ert e)(i‘ogosmic gt:?tizti%ialnss atnq tréeg
were introduced to the Forecasting and
Policy Analysis Systemghat the PFTAC
Macro advisors are developing with the

r e g i aemtrél Hanks and ministries of

finance.

Recommendations from the workshop will
be taken to the South Pacific Statistics
Methods Board.

PFTAC RSS Advisor, Mr. Matthew Powell and short term expert, Mr. Michael Andrews with participant Tongan Officials on attachment following the RSS

at the Joint Workshop with South Pacific Community on Household Surveys and Economic Statistics
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Workshop at PFTAC Office in Suva, Fiji.
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SECTION Il

KEYACHIEVEMENTSN FY2024

Contributing to financially
macroeconomic stability and growth
through stable, well-supervised financial
institutions .

inclusive

Supporting and facilitating financial sector
legislative reforms  (Fiji) .

Providing enhancements to the existing
prudential and risk management
standards to align them with the Basel
Framework , applying proportionality and
developing new prudential standards on
matters not otherwise covered by the
prudential standards issued by the PIC
authorities (Marshall Islands , Papua New
Guinea, Solomon Islan ds, Vanuatu ).

Upgrading risk -based supervision by
introducing prudential returns aligned with
revised prudential standards, improved
supervisory risk rating models for banks
and preparing supervisory manuals (Cook
Islands, Solomon Islands ).

Enhancing sup ervisory capacity in
advanced topics through combination of
workshops and on-site examination
trainings (Fiji, Samoa, Tonga).
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OVERALL PROGRESS IN THE
IMPLEMENTATION OF THE FY 2024
WORKPLAN

The FSS FY 2024 program supported the
PICs in upgrading their regulatory and
supervisory frameworks by aligning them
with the Basel Framework and Core
Principles, applying proportionality.

The Basel Framework is the full set of
standards of the Basel Conmittee on
Banking Supervision (BCBS), which is the
primary global standard setter for the
prudential regulation of banks. It includes
Basel Core Principles contained in BCBS
document entitled
Effective Banking Supervision April 2024.

After reviewing the quality and
composition of regulatory capital, TA from
PFTAC helped authorities enhance the
measurement of risk-weighted assets.
Focus areas included training in financial
risk analysis, improving risk rating models,
and developing supervisory manuals. All
missions were conducted in-person, as
preferred by the authorities, ensuring
effective implementation and compliance .

0Co

FINANCIAL SECTOR
SUPERVISION

Enhancements to Prudential and Risk
Management Standards

Over the past four years, several PICs have
thoroughly reviewed their prudential
regulations with support from PFTAC
delivered TA. Currently, most are
consulting with banks and conducting
impact studies to ensure smooth
implementation. In FY 2024,Cook Islands,
FSM, Palau, RMI, Papua New Guinea, and
Vanuatu benefited from further PFTAC
support to evaluate the adoption of
standardized approaches for credit and
operational risks, primarily based on Basel
111, while applying proportionality

priaciples. Additionally) thee A Helped
authorities draft relevant prudential
standards, with FSM and Palau completing
reviews of their existing standards.

The status of implementation of prudential
standards in the PICs where PFTAC is
actively engaged with the authorities in
reviewing/ developing the prudential
standards is indicated in Table 7.

Enhancements to the Supervision
Frameworks

PFTAC continued working with the
authorities to upgrade their supervision
frameworks and align them with the
upgraded prudential and risk management
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standards and to support risk-based
supervision.

The improvements involved (i) revisions to
the prudential returns associated with the
prudential standards reviewed or
developed, identification of key risk
indicators to serve as an early warning
system and to monitor the evolution of
risks in banks, traning staff in risk analysis,
development of templates for maintaining
risk profile of banks, and preparing
banking system risk reports based on
information received through prudential
returns (Cook Islands, FSM, Palau, RMI,
PNG and Vanuatu ), (ii) review of
supervisory risk rating models (RMI,
Solomon Islands and Vanuatu ), and (iii)
preparation of banking supervision
manuals (Cook Islands and Solomon
Islands).

Cyber Risk Regulation and
Supervision

Withl MF6s Monetary
Department (MCM), PFTAC has been
implementing a cyber risk regulation and
supervision CD project in the Pacific since
FY2020. The project has two components:
(i) Cyber risk regulation, and (ii) Cyber risk
supervision.

and

Four countries (Fiji, Papua New Guinea,
Samoa, and Tonga) have been working to
finalize their national prudential standard
on cyber security drawing on an example
prudential standard provided to all PFTAC
members to use in developing their own
country-specific standards.Fiji, Samoa,
and Tonga have issued the prudential
standards on cyber security. PFTAC
organized first on-site cyber risk
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examination of a bank in Samoa as part of
training in cyber risk supervision in March
2023. Staff members from National Reserve
Bank of Tonga and Bank d Papua New
Guinea participated in the training.

Similar on-site examinations were
conducted in Fiji and Tongain June 2023.
Staff members from other supervisory
authorities within the group participated in
these training events.

Annual Meeting of the A ssociation of
Financial Supervisors of Pacific
Countries

The 2023 AFSPC meeting was hosted by
Marshall Islands comprising two-day
meeting and a three-day workshop and
attended by 13 Pacific Island countries. As
Secretariat of the AFSPC, the PFTAC
Financial Supervision resident advisor
coordinated the event.

A wide array of stakeholders joined the
eCemtpnclidiad MrNCastek M. tNemra,
Minister of Finance, Banking and Postal
Services of the RMland Mr. Derek Taylor,
Charge de Affairs, Australian Emlassy. The
Australian Prudential Regulatory Authority
(APRA) and Reserve Bank of New Zealand
(RBNZ) participated in the entire event as
observers and delivered a session at the
workshop. Representatives of World Bank
and ADB attended the meeting virtually as
observers.

The AFSPC is an important platform for
countries to exchange financial sector
information and discuss common themes.
Representatives of 13 PICs, Australia and

New Zealand presented their country
reports at the meeting.

The workshop provided introductory
training to staff of the supervisory
authorities on the implementation of the
new accounting standard IFRS 9 (and
equivalent accounting standard under US
GAAP) with focus on measurement of
expected credit loss-based provisioning by
financial institutions, mainly banks.
Participants learnt from the experience of
APRA and RBNZ IFRS 9 implementation.

The event was highly successful as
participants considered the topic coverage
relevant to ensure robust implementation

of IFRS 9 in theirjurisdictions. Rising levels
of non-performing loans was identified as

a major supervisory issue in most PICs. The
training was timely given IFRS 9
substantially affects the financial sector by
changing the impairment methodology for
credit losses from an incurred to an
expected credit loss model. This increases
bankds resilience in
of potential crisis. The participants also
highlighted the need for assistance on
issuing guidance on management of
climate change risks by banks and its
supervision by the banking supervisory

authorities.

Regarding the governance arrangements,
the forum agreed to expand the
membership to include Kiribati and Tuvalu
bringing the overall membership to 13. The
next meeting will be hosted and chaired by
FSMwith Timor-Leste assuming the
position of Deputy Chair.
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Table 7. Prudential Standards o Alignment with Basel Ill Framework

Definiton Leverage Credit SR Market  Operatio e NEER Large R:Iated FEEE
of Capital Ratio Risk pa.rt).l Risk nal risk Exposures arty
credit risk Trans.

Countries

C1
Cc2
Cc3
C4

C5
C6
Cc7
c8 o

C9

C10
Ci1
Ci12
Ci13

C1-C13 refers to 13 PICS, for confidentiality reasons, thecountries have not been displayed in any specific order.

Table 8. Risk Management Standards & Alignment With Basel Core Principles And Basel | 1l Guidance
. Risk o . Operational Bus,ngss . o .
Countries Governance Credit Risk Forex risk IRRBB . Continuity Cyber Risk  Liquidity Risk Stress Testing
Management risk
Management
c1
c2
c3
c4
c5 [
c6
c7 [ ) ® [} ® ® ) )
c8 ) ) ) O ) O 0 o o 0
c9
C10
c11
Cc12 (] [ ] [ ] (] [ ] [ ]
c13
C1-C13 refers to 13 PICS, for confidentiality reasons, the countries have not beerdisplayed in any specific order.
PFTAC TA not yet commenced
Draft under preparation
@ Standard issued and in force
e Information not available

= ; <5 RESERVE BANK

F FINANCIAL SUPERVISORS F
IFIC ISLAND COUNTRIES e
EETING &

PFTAC FSS Advisor, Mr. Rajinder Kumar with officials during the AFSPC Meetingc Reserve Bank of Vanuatu Staff duringTraining on Financial Risk
in Marshall Islands. Analysis and Review ofBank Risk Model.
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BOX 12. SUB REGIONAL WORKSHOP ON IMPLEMENTATION OF BASEL STANDARDS BY ®RTHERN PACIFIC COUNTRIES

PFTAC conducted a training program on
implementation of the Basel standards

for the supervisory authorities of the

three North Pacific PFTAC member
countries , namely the Federated States of
Micronesia (FSM), the Republic of the
Marshall Islands (RMI) and Palau in
Pohnpei, FSM. Three banking
commissioners and five staff members
participated in the training program.

PFTAC has been assisting the

supervisory authorities of the three North
Pacific PFTAC member countries in aligning
their prudential standards for banks with

the Basel standards with appropriate
application of proportionately. During the

last three years, several online and in
person missions have been delivered by
PFTAC to help the authorities draft revised
prudential standards on several topics
constituting the Basel standards. Most of
these standards draw significantly from
Basel 1l/11l Framework to the extent relevant
for their banking systems.

The training was aimed at equipping the
supervisory staff with the knowledg e and

skills that are required to ensure sound
implementation of the new/revised
prudential standards. The topics covered
included capital adequacy, credit risk
management including asset classification
and provisioning, liquidity risk

management and interest rate risk in the
banking book. A substantial part of the
training was devoted to clarifying the
financial and accounting concepts
underpinning the standards and used
Excelbased exercises and multiple choice
tests on some of the topics.

This training would contribute to the
speedy and effective implementation of
the recently upgraded prudential
standards which in turn would help in
strengthening the safety and soundness
of the financial system in FSM, RMI and
Palau.

PFTAC FSS Advisor, Mr. Rajinder Kumar with officials during the Implementation of Basel Standard Traininigeld in FSM during April 2024.
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SECTION Il

KEYACHIEVEMENTSN FY2024

Samoa strengthened debt transparency
through the enhancement of the quarterly
debt bulletin and executive debt
management report creation following
assistance on debt reporting and
monitoring.

Following capacity development in Papua
New Guinea, authorities have prepared an
annual borrowing plan consistent with the
debt management strategy, increasing
transparency and predictability in domestic
debt markets

Officials in the Solomon Islands
commenced engagement with local
currency bond market investors and
initiated an investor relations strategy.
These actions follow assistance to review
the primary domestic debt market and
investor relations capacity development
and are essential for the development of
the local currency bond market.
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PROGRESS IN THE IMPLEMENTATION
OF THE FY 2024 WORKPLAN

In FY2024, the Public Debt Management
Program for the Pacific region, funded by
the Government of Japan, continued the
implementation of country specific CD
programs. The programmatic approach
builds the foundation for good debt
management practice adapted to each
countryos

Given the low resourcing and relative
infancy of debt management in t he region,
along with a high risk of debt distress in 7
Pacific countries with low debt carrying
capacity, assistance continued to focus on
establishing a sound foundation and
understanding of debt and risk
management.

The assistance enhanced the already
provided technical support by further
developing capacity in key areas such as
debt management fundamentals, debt
transparency, the establishment of a
medium-term debt management strategy,
and the strengthening of institutional
arrangements for managing debt. While
each individual technical assistance is
essential, it is important to acknowledge
that the cumulative effect over time is key
to achieving meaningful outcomes. In areas
where debt management was more
advanced, the assistance focused on
strengthening the domestic debt market to
enable cost effective financing.

context, ne

DEBT MANAGEMENT

In Fiji, a mission was carried out to assist
the authorities with Liability Management
Operations (LMO). This resulted in
providing the authorities with the options
available for adjusting the debt portfolio
through a LMO, an analysis of the potential
LMO, along with a suggested action plan
for implementation.

In a follow-up mission to Papua New
Guinea, thenagthoritiessreceiviedsgppart in
planning and implementing an annual
borrowing plan and issuance calendar,
consistent with the debt management
strategy. Once approved, the published
plans will establish consistency, certainty,
and transparency in government financing,
playing an important role in the
development of the domestic debt market.

In Timor -Leste, a mission provided a
review of the institutional arra ngements for
debt management, that form the basis for
sound debt management operations. The
review provided the authorities with an
overview of debt management activities
and recommendations to improve
governance and an effective structure for
debt management operations.

A mission to Samoa aimed to enhance

of ficialsd capacity i
reporting and monitoring. The mission
assisted officials in improving their

quarterly debt bulletin, drafting an

executive debt management report, and
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highlighting areas for improvement in the
annual debt management report.

Two missions were undertaken in Solomon
Islands, to assist in the development of
their domestic debt market. The first
mission provided a review of the primary
domestic debt market, highlighting areas
for strengthening to enhance cost effective
financing. A follow-up mission then

provided capacity development to officials
in two areas highlighted for strengthening,
domestic securities auctioning practices
and investor relations.

A mission to Palau, provided capacity
development to officials in debt
management fundamentals. This capacity
development enables officials to better
understand their role as debt managers,

BOX 13. REGIONAL WORKSHOP: DEBT SUSTAINABILITY (LIC DSF)

The IMF, jointly with the World Bank, and
in collaboration with PFTAC, delivered a
regional training workshop during FY 2024
on the joint IMF-World Bank Debt
Sustainability Framework for Low

Income Countries (LIC DSF) for assessing
public debt sustainability.

The workshop achieved good participation,
with twenty -four participants from eight
countries in the Pacific region undertaking
the training. The workshop also achieved a
good gender mix with 54 percent female
participation.

This workshop gave anin-depth
introduction to the current debt
sustainability framework for low-income
countries (LIGDSF) and thetools available
to assist with debt sustainability in low -
income countries.
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The framework helps guide countries

and donors in mobilizing the financing

of LICs' development needs , while
reducing the chances of an excessive build
up of debt in the future. Sessions combine
lectures on key features with
demonstrations of the modules of the
excelbased LIGDSF framework covering
linkages between the macroeconomic
framework and debt dynamics, realism
tools, stress tests, debt carrying capacity
thresholds, the role of judgment, and the
determination of final ratings.

The objective of the five-day workshop was
to present the key features of the revised
framework and provide hands-on training
in the use of the new LIC DSF template.
Participants had the opportunity to work
through a country case study and analyze
the output of the LIC DSF template to
better understand debt vulnerabilities.

manage the risks within the debt portfolio
and operation, and improv e the provision
of analysis to senior policy makers. The
training provided a comprehensive
overview and key aspects for debt
management operations, creating a sound
foundation for absorption of future debt
management technical assistance.

There has been growing demand from
debt managers in the Pacific region to
undertake training in debt sustainability
tools and understand broader debt
dynamics.

While some Pacific countries are small and
receive predominantly grant funding, there
remains a need to build capacity in debt
sustainability analysis with increasing
financing requirements for climate change
mitigation and adap tation in the future.
The training also built on previous capacity
development in formulating a medium -
term debt management strategy.

Feedback verified that participants
recognized the importance of
understanding debt sustainability , the
importance of this training to their work,
and the requirement for further assistance
in using the LIC DSE
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Solomon Islands Primary Domestic Debt Market Development CD, September 2023. Palau Debt Management Fundamentals Capacity Development, March
2024.
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SECTION Il

In FY 2025, CD will continue to

strengthen member countries

institutional capacity, support economic
recovery and enhance resilience to
shocks. Planned work program consists of
163 activities including 139 TA missions
and 24 regional activities. The regional
activities comprise 16 workshops while 8
activities will aim to strengthen
engagement with countries on specific
topics or offer tailored learning sessions.
All activities will be delivered over 2,466 TA
days, an increase of 17 percent over FY
2024. Additionally, the Debt Management
program will deliver 11 activities over 366
TA days. The proposed FY 2025 budget
including management fee, is US$8.0
million, similar to last FY, and slightly above
the FY 2024 budget outturn. Most CD
activities will be conducted in-person, with
some remote. Ten LTXs will manage the
programs, and they will deliver the
activities together with STXs, but at a
higher rate than FY 2024.

CD priorities are determined in
consultation with member countries and
IMF departments. Experts consult with
counterparts and authorities of CD
beneficiaries to determine TA needs and
requests and collaborate with APD country
teams to fully integrate the IMF
surveillance and lending activities with TA.
Additionally, regional bodies like PITAA
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OVERVIEW

and AFSPC also support PFTAC advisors
and country authorities in identifying
reform priorities. To remain responsive and
agile, the workplans are reviewed at mid-
point of the financial year to ensure the TA
activities are realistic, relevant and feasible
for countries to implement, and to

integrate emerging priorities and requests.

Most programs will increase their

support in FY 2025. All programs except
Revenue and Macro are planned to provide
more TA days. PFM will significantly ramp
up support to member countries to
strengthen budget and PFM systems while
undertaking PEFA/ GPIMA assessments in
four countries. The FSS program will
continue enhancing supervisory practices
based on the Basel Framework, improving
risk management, and addressing cyber
risks. GFS with slightly increased days will
work with members to produce timely

fiscal indicators while improving the scope
and coverage. The RSS program will
expand providing support to 14 of 16
member countries to produce more robust
estimate of GDP. The Revenue program will
continue as in FY 2024, with a slight
reduction. To meet growing member
demands within budget limits, the LTXs will
increase their TA delivery days, and some
activities and workshops will be conducted
remotely. The Macro and MF programs will
coordinate the macroeconomic workplan

to strengthen the forecasting and
modeling capabilities of central banks and
finance ministries.

The FY 2025 workplan integrates key
priority areas such as climate, and
digitalization. The PFM program will
provide direct
and C-PIMA module that are
comprehensive tools for assessing both
PIM and green PIM. These aims toimprove
PIM institutions and strengthen
infrastructure governance to build climate
resilient infrastructure. These assessments
provide country specific and prioritized
recommendations to guide the reforms. A
PIM workshop will build capacity on best
practices for improved infrastructure
outcomes and strengthen public
investment planning and management.
Country specific assistance to Solomon
Islands will focus on public investment
while Palau will receive CD on analysis of
budget policies to strengthen green PFM
practices. The Macro programs will
incrementally factor climate change risks
into macro-fiscal frameworks to assess
impact on key macro-fiscal variables such
as growth, spending and debt. The
Revenue program will continue to provide
assistance on a jont project with ADB to
finalize digital transformation country
roadmaps for Kiribati, Nauru, Niue, Palau
and Tuvalu. In addition, PNG will receive
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support on tax information system
implementation.

Country level planning is guided by the
demand for TA and the necessary
support to advance ongoing reforms.
Compared to FY 2024, 10 countries will
receive increased TA support(Figure 8).
Several countries will undergo resource-
intensive diagnostic assessments such as
PEFA/CPIMA (Tuvalu, Vanuatu, FijiPNG).
Additionally, countries like PNG and Timor-
Leste are implementing tax reforms and
receiving increased support for forecasting
and financial programming, leading to a
higher allocation of TA days. Kiribati is
initiating fiscal consolidation efforts an d
will benefit from fiscal -related assistance.
Enhanced support for Palau will
concentrate on strengthening green PFM
practices. The increase in TA days for Cook
Islands, Marshall Islands, Samoa, and
Tonga primarily results from fiscal support,
with Tonga also planning medium-term
macro-fiscal framework assistance. A
modest decline is noted for Niue, Nauru
and regional category. Support for Fiji and
Solomon Islands have moderated from the
substantial assistance provided in the
previous fiscal year along with FSM and
Tokelau. FCS will receive significantly
higher share of resources, with a 34
percent increase in TA days.
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Nearly half of the planned delivery days
focus on supporting FCS. PFTAC will
intensify its support to fragile states by
allocating almost half of TA days (1,025 of
2,466) to enhance their capacity and
resilience. Planned interventions will target
ongoing reforms and assist authorities to
successfully implement projects with
tailored advice and guidance.

Regional events constitute 13 percen t of
total TA days with 16 activities planned

for FY 2025. All programs will at least
convene one event (Table 9) The PFM
program will continue to build knowledge
and capacity on PIM as a crucial part of
PFM reforms. The workshop will support
countries in identifying PIM issues and
capacity gap and assist in mapping out the
PIM work program to address the
constraints. Another workshop will focus
on strengthening cash management
practices. Revenue workshops aim to
enhance taxpayer registration systems for
efficient tax administration. Additional
activities will offer training on complex tax
matters and risk management to improve
compliance. In additional to the AFSPC
meeting, the FSS program will host
workshop on cyber risk regulation and
sound approaches to supervising cyber risk
in financial institutions. The Statistics
program will conduct a GFS workshop and
RSS traning on new systems of national
accounts. Finally, the macro programs will

jointly present a course macroeconomics
of climate change, covering topics such as
the science and economic costs of climate
change, discuss policy options for
adaptation and mitig ation, and analyze
challenges and opportunities related to
transitioning to greener economic models .

A strong financial position backed by
generous donor support will underpin

CD delivery over medium term.  The total
budget for Phase VI, including external
funding and IMF resources, is estimated at
US $43.5 million. External funding of US
$40 million is targeted, of which 90 percent
(US$36.0 million) is sought from donors
and 10 percent (US$4.0 million) from
member countries, and the IMF
contribution will be US$3.5 million. At the
end of FY 2024,89 percent (US $38.7
million) of total Phase VI budget of US
$43.5 million has been met. Of the total
commitment, around 36 percent of
contributions have been received from 5
donors and 5 member countries. Further
contributions are expected from member
countries that have recently finalized the
LOU while remaining countries are
encouraged to finalize the funding
agreement. Strong support from donors
and resource availability will enable PFTAC
to meet growing demand for CD, tackle
critical issues, and effectively implement
reforms as countries work towards fiscal
sustainability.
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FIGURE 6. FY 2025 PLANNED WORK PROGRAMBY COUNTRYd NUMBER OF ACTIVITIES AND PERCENT OF TA DAYS
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FIGURE 7. FY 2025CD COMPOSITIONBY PROGRAM& NUMBER OF TA DAYS AND PERCENT OF TA DAYS
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FIGURE 8. FY 2025 PLANNED WORKPLAN (2,466 DAYS) VS. F2024 OUTTURN (2,105 DAYS)
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TABLE9. FY 2025 REGIONAL WORKSHOPS AND TRAININGS

SECTOI PARTNE LOCATI

MACRO MF
FSsS

FsSs MCM
GFS

RSS

PFM

PFM

REVEN| PI TA¢/
REVEN| PI TA¢/
REVEN| PI TA¢/
REVEN| PI TA/
REVEN| PI TA¢/
REVEN| PI TA¢/
REVEN| PI TA¢/
REVEN| PI TA/
REVEN| PI TA¢/
DM

DM
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Fiji
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Fiji
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Fiji
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TABLE10. FY 2025 PROPOSED BUDGET (US DOLLARS)

PROJECT

PHASE VI

PUBLI C FI NANCI AL MANAGEMENT
REVENUE ADMI NI STRATI ON

BANKI NG SUPERVI SI ON AND REGULATI ON
REAL SECTOR STATI STI CS

GOVERNMENT FI NANCE STATI STI CS
MACROECONOMI C PROGRAMMI NG AND ANAL

MACROECONOMI C FRAMEWORKS (I CD)
OTHERS

TOTAL TA PROVI SI ON/ DELI VERY
TRUST FUND MANAGEMENT

TOTAL

I ME CONTRI BUTI ON

TOTAL
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Wor ki ng B

8,500, 0 1,700, 23 %
8,500, 0 1,700, C 23 %
4,300, 0 860, 00 12%
4,300, 0 860, 00 12%
3,300, 0 660, 00 9 %
3,300, 0 660, 00 9 %
3,000, 0 600, 00 8 %
2,200, 0 410, 00 6 %
37,400, 0 7,450, 0 100%
2,618, 0 521,50

40,018, 0 7,971,5
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SECTION IlI

OVERALL OBJECTIVES

The volatile and challenging global
economic environment underscores the
criticality of robust revenue systems that
can adapt to changing circumstances and
help sustain revenue mobilization. Digital
transformation, while a boon for efficiency
and service delivery, also introduces
challenges related to cybersecurity and the
digital divide among taxpayers.

These resulted in a significant increase in
demand for assistance and PFTAC
interventions. Consultation s with member
countries, and with the IMF Asia Pacific
Department helped prioritize and
sequencerequests based on the needs and
priorities of the members, as well as the
capacity of other partners to provide
support.

We will enhance ollaboration and
knowledge sharing through workshops,
online courses, and social mediato foster
dynamic exchange of ideas and best
practices.l n | i th the
objectives, our focus will be on providing
practical capacity development support

that directly contributes to improving fiscal
governance and economic stability.

ne wi

The RBM Framework for revenue
administration is focused on two objectives
d strengthened revenue administration
management and governance
arrangements and strengthened core tax

Annual Report 2024 - PFTAC

administration functions. CD in FY 2025 will
continue in line with PFTAC Phase VI
program themes and build onto the FY
2024 achievements:

Enhanced Domestic Resource

Mobilization (DRM) & Recognizing the
pivotal role of DRM in achieving fiscal
autonomy and sustainable development
goals, we will focus on expanding the tax
base, improving tax compliance, and
leveraging technology to streamline tax
collection processes. A particular emphasis
will be placed on integrating gender and
diversity considerations into DRM
strategies to ensure equitable and inclusive
outcomes.

Improving administration effectiveness

0 To bolster the capacity and efficiency of
revenue administration, we will invest in
the training and development of staff, with
a focus on cultivating a diverse and
inclusive workforce. Adopting advanced
technologies, including Al and data
analytics, will be prioritized to enhance
dpcﬁignérgakirlg prgegssges f;md service

delivery.

Increasing collection through strategic
compliance and enforcement - Balancing
enforcement measures with engagement
strategies, we will adopt a nuanced
approach to compliance, recognizing
taxpayers' varied needs and circumstances.
Enhanced data analytics and intenational
cooperation will be pivotal in addressing

REVENUE ADMINISTRATION

tax evasion and avoidance, focusing on
fairness and transparency.

Incorporating climate change and
environment sustainability &
Acknowledging the profound impact of
climate change on fiscal policies and
revenue systems, our program will consider
climate opportunities and impacts as
appropriate to revenue administration .

Promoting gender equality and diversity

8 Across all our initiatives, emphasison
gender equality and diversity is important.
This entails ensuring equal opportunities
and representation within revenue
administrations and considering the
differential impact of tax policies and
administration on various demographics to
foster a more equitable society.

Increased collaboration w ith
development and regional partners o we
will work closely with all stakeholders to
better support members through
synergies.

PLANNED ACTIVITIES IN FY 2025

For FY 2025, we will continue building on
the shift towards audit learning practices
introduced in recent years. Through
partnerships with PITAA and other
development partners, we strive to
facilitate the ongoing shift towards the use
of networks and communities of pract ice
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among PICs to enhance coordination,
cooperation, and collaboration.

Regional activities will focus on following
themes:

9 Navigating Complex Tax Technical
Issues, Evasion and Use of Powers

9 Tax Registration for Revenue
Mobilization

9 Pacific Taxation Digtalization Projects

9 ISORA data collection

9 Taxpayer Services

In terms of country activities, planned
delivery includes the following:

Cook Islands support will focus on
revenue mobilization by improving
compliance and audit capability, including
capability uplift through training activities
and supporting materials. This may include
moving toward s MTRS

Fiji will progress organizational
improvements that embed design and
monitoring functions to inform priorities
and measure performance. DRM willbe
enhanced through CDin risk management,
with a key focus on large and multi-
national enterprises and tailored
approaches to small businesses.

FSMis focused on successfully
implementing the new tax administration
system. When complete, FSM will conside
tax policy reform and assistance with a
diagnostic assessment of the revenue
administration.

Kiribati has requested support to continue
strengthening audit skills and improving
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taxpayer filing, payment, and collection.
The government is also considering tax
policy recommendations. Kiribati is also a
member of the Pacific Taxation
Digitalization Project.

Marshall Islands have faced challenges in
progressing reform. The new
administration has initiated discussions on
tax administration reforms. The current
focus is to move toward procuring a tax
administration system.

Nauru is continuing to improve audit
capacity, compliance, and digitalization
with PFTAC support. Nauru is also a
member of the Pacific Taxation
Digitalization Project.

Niue's focus is to strengthen core tax
functions to improve tax compliance. Niue
is also a member of the Pacific Taxation
Digitalization Project.

Palau has implemented PGST and BPT.
This is a good time to ensure the Fund
aligns its support with the strategic plan
and taxpayer charter. This will include
progressing the implementation of
contemporary organization structure,
management, and operational
arrangements in the context of recent tax
reform and planned tax policy diagnostic.

PFTAC will supportPapua New Guinea in
achieving its reform agenda including the
implementation of organizational design,
improving compliance, and promoting
digital transformation.

Samoa plans to improve risk management
further, strengthen audits, and assess

changes that can further enhance all
aspects of the administration.

In the Solomon Islands , PFTAC continues
to support implementing organizational
structure, human resource management
capability development, and audit skills
development.

Timor -Leste will be a significant recipient
of PFTAC revenue support in the coming
year. Having embarked on an ambitious
program of reform, progress has slowed,
and support for the implementation of VAT
is planned. Core tax functions, taxpayer
services along with development of a
compliance improvement strategy will be
prioritized.

Tonga' s aging tax administration system
requires an upgrade or replacement.
PFTAC will support Tonga in developing a
roadmap for a tax administration system
that can be used to progress an investment
decision and procurement. This will be
undertaken in parallel to risk and
compliance function improvements.

Tuvalu will receive support in continuing
the implementation of the compliance
improvement strategy and operational
plan.

Vanuatu is emerging from natural
disasters and political uncertainties with
requests for assistance in implementing a
Design and Monitoring function to advise
on organizational priorities and
performance, develop a strategic plan, and
improve revenue mobilization.
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SECTION Il

OVERALL OBJECTIVES

In FY 2025, PFTAC will support all seven
PFM objective topic areas. Planned support
include:

The finalization of AgilePEFA assessments
in Tuvalu and Vanuatu . The latest PEFA
assessments date back 2013 and 2014
respectively and now outdated. The
AgilePEFA methodology is more
appropriate, less onerous for PICs, and can
hel p
support their budget support operations.

me et donor séo

Update the PFMreform roadmaps for
Tuvalu and Vanuatu , appropriately
sequenced and prioritized to reflect
institutional and capacity strengths and
constraints.

PIMAs/ C-PIMAs are planned for Fiji and
Papua New Guinea . These diagnostic
assessments will also include actiom plans
for strengthening the core stages of
planning, allocation, and implementation
of capital investment projects. The action
plan will highlight approaches for
incorporating climate considerations
throughout the PIM stages.

Strengthening budgeting pra ctices and
enhancing transparency of budget
documentation and budget credibility in
the Marshall Islands and Timor -Leste. In
Palau, a Green PFM mission will be
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undertaken, which will also investigate
modalities of analyzing climate impact on
budget policie s.

PFTAC will supportTongad seview of its
medium-term fiscal framework and provide
recommendations to address gaps and
weaknesses.

A mission is planned in Tokelau aiming to
strengthen the control environment in
terms of commitment control, capacity,

req ﬁnp ilmgrw(%dd'ngeglal guHitOcontrols.

Kiribati will be assisted with implementing
quarterly budget execution reporting.
Support will also be provided to Cook
Islands to strengthen the integrity of
financial data and enhance fiscal reporting.

PUBLIC FINANCIAL
MANAGEMENT

Support is planned for the Cook Islands
on developing an Asset Management
Framework; and for Kiribati on
consolidating banking arrangements
leading to a Treasury Single Account
structure. A regional workshop on cash
management is also planned.

Ongoing programs supporting Fiji and
Samoa in fiscal risk management will
continue in FY 2025.

Another regional workshop in the series of
PIM capacity development interventions is
also planned.

The FY 2025 PFM workplan is ambitious yet
realistic and tuned to the absorptive
capacity of the countries. Risks to the

PEFA Pillars and the PFM Cycle

Policy-based fiscal
strategy and budgeting

public finances

Covers all stages
of public
investrment

External
scrutiny
and audit

Management of
assets and liabilities

Accounting
and reporting

raraging risk
throughout the
oyrle

/ 8 Sound framevork
nd for effective
implementation

Institutions

®

Budget
reliability

=

Predictability
and control
in budget
execution

Also covers
extemal scrutiny
and audit
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workplan include competing commitments
or emerging crises.

Climate related matters are increasingly
integrated in PFM activities 8 with a focus
on fragile countries.

PFTAC will continue to coordinate with
other providers of PFM CD to ensure
consistency and sustainability of CD
impact.

PLANNED ACTIVITIES IN FY 2025

At the regional level, two workshops are
planned drawing on the resources of the

PFTAC resident advisors, FAD staff and STX:

9 Part of an ongoing series, a workshop on
Public Investment Management,
focusing on project appraisal and cost
benefit analysis.

1 A workshop on cash management and
cash flow forecading.

In terms of country activities, planned
delivery includes the following:

In the Cook Islands, support will be
provided to strengthen the integrity of
financial data to enhance fiscal reporting in
line with the consolidated approach to the
whole of government reporting. Support
will also be directed at strengthening asset
management to improve the quality of
data on fixed assets in the annual financial
statements.

Annual Report 2024 - PFTAC

In Fiji, support will be delivered on the
fiscal risks management and building fiscal
risk narrative into the annual Fiscal
Strategy. A PIMA/GPIMA is planned which
will provide a diagnostic of PIM practices
and an action plan for strengthening public
investment management, including the
incorporation of climate considerations
into the key PIM stagesplanning,
allocation, and implementation .

Assistance toKiribati will include
strengthening cash management and
consolidating banking arrangements; and
implementing quarterly in -year financial
reporting.

Support to the Marshall Island s on
transparent budget documentation will
continue and will include in -year budget
execution reporting practices.

Work on climate informed PFM will ramp
up with an FAD/HQ led mission on Green
PFM to Palau. This will act as a blueprint
for rolling out cl imate related PFM
interventions to other PICs.

In Papua New Guinea, a PIMA/C-PIMA is
planned which will provide: a diagnostic of
PIM practices, highlighting strengths and
weaknesses and an action plan for
strengthening public investment
management.

Support will continue to support
broadening the scope and coverage of
fiscal risk management and reporting in
Samoa.

In Solomon Islands , a review of the
project planning and programming process
will be carried out to determine gaps and
provide recommendations on how the
process can be strengthened.

Further support is planned in Timor -Leste
to strengthen budgeting practices, making
budget ceilings binding, and improving
budget credibility.

Support to Tonga will focus on reviewing
its medium-term fiscal framework to
ensure the assumptions remain valid to
support sound fiscal management.

In Tokelau, support will focus on assessing
the commitment and internal controls in
place and suggest measures to address
gaps and weaknesses.

An AgilePEFA is planned forTuvalu to
assess strengths and weaknesses in PFM
practice. Support will also be provided to
assistin the formulation of a prioritized
and sequenced PFM reform roadmap,
incorporating robust governance
arrangements for monitoring and
reporting implementation progress.

Vanuatu is earmarked for an AgilePEFA to
evaluate and improve the performance of

its PFM systems and processes. This will be
followed by the development of a PFM
Roadmap that draws on the findings of the
PEFAassessment to providea clear
strategic direction for reforms to

strengthen Vanuatuds
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SECTION IlI

MACROECONOMIC PROGRAMMING
AND ANALYSIS

OVERALL OBJECTIVES

TA under the Macroeconomic Analysis
program is aimed at assisting countries to
progress their ability to understand their
macro-fiscal outlook.

In FY 2025, the Macroeconomic Analysis

program will primarily focus on rolling out
macro-fiscal models or enhancing existing
ones.

These models range from basic macro
fiscal models for use in budgetary planning
and management to full financial
programming style models.

A regional event is planned on
Macroeconomics of Climate Change,
targeting about 30 -40 participants. The
workshop will be held in Fiji.

The missions and workshops will
contribute to four key outcomes:

Outcome 1 - Timely, high quality
macroeconomic monitoring, analysis, and
research available for policy making.

Outcome 2 - Readypublic access to key

monetary, fiscal, and financial soundness
information.
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Outcome 3 8 Sound medium -term
macroeconomic framework.

Outcome 4 9 Strong institutional
structures for macroeconomic policy
making

In addition to seeking help with modeling
economic and fiscal forecasts,most
member countries are also interested in
exploring strategies to enhance their long -
term growth prospects.

Relating this analysisto the fundamental
concepts of Land, Labor, Capital and
Multifactor Productivity can help clarify the
long-term drivers of economic growth. It is
also crucial to understand how climate
change impact these factors and decision
making.

Limited access to land for business
investment and housing construction
constrains financing and capital for
startups. This is turn can also push labor,
particularly new graduates, to seek
opportunities overseas. Additionally,
multifactor productivity is influenced by
factors from technological progress,
innovation, human capital or the legal and
regulatory environment.

MACROECONOMICANALYSIS
AND FRAMEWORKS

PLANNED ACTIVITIES IN FY 2025

Assistance is tailored on a country-by-
country basis, depending on starting
capacity and desired outcomes:

Basic budgeting 0 ensuring the use of a
basic budget execution model with
relevant economic parameter inputs
including forward estimates. National
government and development budgets
should (ideally) be integrated. This
includes: (1) expenditure and revenue
forecasts; (2) economic parameter
forecasts; (3) ideally on a GFS basis; and (4)
incorporation of the model into the budget
process.

Medium term forecasting - use of a fully
integrated macro-fiscal model for medium
to long run forecasting.

Scenario analysis & use of a macro-fiscal
model to undertake shock and scenario
analysis to aid understanding of the
relationships between fiscal and other
macroeconomic variables.

Fiscal strategy - countries devise, publish,
and implement (including in legislation
where appropriate) prudent fiscal
frameworks.

Broader macroeconomic policy
incorporating the relationships between
fiscal policy, monetary policy, and

- overall,
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exchange rate regimes into
macroeconomic policy making, that is
critical for the promotion of stable
economic growth and development.

MACROECONOMIC FRAMEWORKS

OVERALL OBJECTIVES

The overarching objective of the
Macroeconomic Frameworks program is to
develop capacity in macroeconomic
forecasting and policy analysis to support
policy decision making and
communications at central banks,
ministries of finance and relevant
government agencies, to promote
macroeconomic stability, economic growth,
and development.

Although there are many similarities, the
approach taken in each country is
determined by the development needs as
ascertained by authorities and agreed with
the various parties within the IMF. Core to
each work program is the need to provide
guidance to each authority on the
development of a regular calendar of
activities that taken as whole ensure that
there is a well-structured approach of
discovery leading up to a decision being
taken. Despite the mandate differences
between authorities within a country (e.g.,
the finance ministry and the central bank)
each needs a weltfounded process to
achieve its policy objectives. For central
banks, this process is commonly known as
FPAS. Such a process supports all four
outcomes as mentioned in the main body
of this section.

The tools developed in both the joint
Macroeconomic Analysis Program and
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In addition, the Macroeconomic program
regularly receives a range of ad hoc
requests from client countries including:

i Standalone forecasting models for GDP
and inflation .

Macroeconomic Frameworks Program (e.g.,
Accounting driven models in Excel, satdlite
models in Excel or a statistics package) and
those developed in purely in the
Macroeconomic Frameworks Program (e.g.,
Nowecasting models 6 whether in Excel or a
statistics package) well complement each
other. FY2024 demonstrated that a richer
outcome results from the two working
programs symbiotically.

PLANNED ACTIVITIES IN FY 2025

The FY2025 workplan has the PFTAC
Macroeconomic Frameworks adviser
supporting programs in Fiji, Papua New
Guinea, Samoa, Timor -Leste, and
Vanuatu .

The Reserve Bank of Fiji TA is aimed at
improving analytical skills, and
macroeconomic forecasting and policy
analysis capacity. Training, skills and tools
development will be undertaken in three
planned missions. The initial focus is on
mastering the construction of nowcasting
tools. This will be followed by developing
near-term and medium -term forecasting
tools by the end of FY 2025.

The Papua New Guinea Treasury has
three missions planned for FY 2025. The
first mission will deliver sector-specific
training and further develop the MPT. The
second mission will complete the
development of the MPT and generate
baseline projections. The third mission will

9 Tax modeling in support of tax reform,
such asVAT implementation.

9 Industry contribution analysis.

complete the integration of the MPT in the
Treasuryos work
A new TA program is planned with the
Bank of Papua New Guinea to enhance
the bankds capacity
scoping mission is scheduled to be
undertaken immediately after the first
mission of FY 2025 to the Treasury. Two
subsequent missions will initially focus on
training and the development of useable
nowcasting tool during the third mission.

Our two missions with the Central Bank of
Samoa transition to the development of
near-term forecasting tools and a quarterly
projection model. These will further
reinforce the development of policy
processes and improve decision making.

The missions to the Timor -Leste Ministry
of Finance aim to transition officials from
the mechanics of operating the MPT to
production of projections/ scenarios to
fully integrating the MPT into usual work
and the overall policy process.

The two Macroeconomic Frameworks
projects in Vanuatu each have three
missions planned for FY 2025. The missions
coordinated with the Department of
Finance & Treasury (DoFT) are to ensure
that the MPT is embedded into the policy
and decision-making processes, both at

the DoFT and the Reserve Bank of Vanuatu
(RBV). The missions focused on the RBV
project are designed to lead to the
development of nowcasting tools to

support the policy process.
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SECTION IlI

GOVERNMENT FINANCE STATISTICS

OVERALL OBJECTIVES

The GFS framework had been designed to
facilitate the analysis and evaluation of
fiscal policy, including its impact on the
economy. PFTAC has supported the
implementation of the latest version of the
framework in the region, based on the
Government Finance Statistics Manual
2014 (GFSM 2014). A of 2024, all but two
member countries compiled the core fiscal
statistics domestically.

The scarcity of skilled resources and the
lack of accessible source data hinder
further development and limit many PICs
from implementing the international
statistical standard in their entirety.

I'n these ci
term goal is to foster a sustainable and
timely production of key fiscal indicators,
with the coverage and scope tailored to
each countryaos
cases, that meansproducing only a subset
of data envisaged by the statistical
framework, but to a good quality standard.

FY 2025 will see a continuation of the
efforts to strengthen statistical
classifications and balance sheet reporting
d the two overarching prioritie s identified
for the initial years of Phase VI.
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The former aspect has risen in relative
importance following the FMISupgrades in
several PFTAC member countries. Some of
the FY 2024 activities, notably the missions
to Kiribati and Solomon Islands , have
already helped to mitigate some of the
transitional issues and capitalize on the
capabilities of the new systems. Similar
work in other countries will be carried out
during FY 2025.

Balance sheet reporting remains a longer
term priority. The widespread application
of cash accounting in the region, weak
asset management and institutional
arrangements all play a role in making it
harder for the member countries to
comprehensively measure their public
sector debt and net worth. Nevertheless,
considerable progress had been achieved
since the start of Phase VI, notably in
g/a’nuatly prig\hdeé)%rtedﬁq% b&ll@nﬁen)?heet
data in a GFS format for the first time in
2024. The FY2025 activities will continue to
support the development and production

8f gaIchg ghtlae% elsticr)n%te_s agrogs thse
broader region.

o me

In countries where severe resource
constraints prevent the GFS from being
compiled domestically, PFTAC will continue
to complement institutional capacity
development with supplementation
activities. The directinvolvement in
production ensures that up -to-date fiscal
estimates remain available to stakeholders.

MACROECONOMIC STATISTICS

PLANNED ACTIVITIES IN FY 2025

In the Cook Islands, Fiji and the Marshall
Islands, TA will concentrate on
streamlining the compilation process
through the direct use of the new FMIS.
Together with the PFM project, the
missions will refine the chart of accounts
mapping to the GFS nomenclature, paving
way for an automated production of t he
basic statistical statements. Process
efficiency is of paramount importance in
the Cook Islands and the Marshall Islands,
where it is a pre-requisite for further
development owing to the small size of the
countriesd statisti

A similar exerdse in Kiribati had been
completed during FY 2024. While
continuous technical advice may remain
necessary until the new FMIS matures, the
next mission is expected to focus on
balance sheet reporting d a major long-
term development area for the country.

In Nauru and Tuvalu, the focus will remain
on data compilation. Because of the limited
capacity, neither country can presently
compile fiscal statistics internally. PFTAC
remains committed to supporting the
domestic production of basic statistics and
had developed the necessary methodology
during the past visits. Yet the success of
the GFS internalization depends on the
allocation of the compiler resource by the
national authorities.
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The TA to Samoa will examine the
methodological consistency of budget and
outturn estimates. The conflicting
application of the statistical standards
continues to impair the comparability of
these two sets of fiscal data.

In Solomon Islands , the exhaustiveness of
reporting donor assistance and the
treatment of expenditure funded by it will
be reviewed. The TA will also facilitate the
resumption of the statistical reporting at a
disaggregated, granular level, which had
been disrupted by the systems upgrade
earlier.

REAL SECTOR STATISTICS

OVERALL OBJECTIVES

Statistical needs vary across PFTAC
member countries; small nations face staff
shortages, hindering regular updates, while
others enhance their National Accounts
quality and timeliness. The RSS program
addresses these disparities, offging
capacity development and support.

As countries emerge from COVID 19,
governments across the region face an
acute need to map out medium term
strategies to stabilize their fiscal positions
and cope with the debt that some have
taken on during the crisis. To do this, they
are turning to macro -fiscal forecasting
models that depend on the projection of
government and household expenditures
within a coherent macroeconomic
framework. This has, in turn created an
increased need for more and stronger
estimates of GDP from the expenditure
side.

Meanwhile the acute need experienced
during the first months of the pandemic to
track the quarter-to-quarter economic
impacts of the crisis have receded slightly.
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The mission to Vanuatu will continue the
work on the transition from cash to an
accrual basis of reporting annual GFS
estimates. This piece of work includes the
reconciliation between flow and stock
estimates, and thus also relates to
strengthening the balance sheet reporting .

The joint PFTAGHeadquarters mission to
Papua New Guinea will continue to
support the rollout of the GFS reporting
framework to the low tiers of government.
The mission to Port Moresby is expected to
provide a week-long training to provincial
officials from across this large country.

PFTAC has supported and will continue to
support both objectives.

PLANNEDACTIVITIES IN FY 2025

At the regional level, one workshop is
planned to provide training on new
Systems of National Accounts (SNA)

In terms of country activities, planned
delivery includes the following:

In FY 2023, PFTAC provided a mission to
the Cook Islands to support the statistics
office in maintaining National Accounts
production when their current national
accountant leaves. The planned mission in
FY 2025 will assist the new compiler in
producing annual GDP to 2022.

Assistance toFiji during the year will be
focused on the full incorporation of the
results of the 2019-20 HIES into the
National Accounts.

Kiribati has completed work on rebasing
using the 2019/20 HIESand requested
assistance to construct a Social Accounting
Matrix. We will also use the country to
make an early trial of new methods for
estimating resource rents in National

A D4D-funded mission to Timor -Leste will
continue to build on the conceptual
training conducted during FY 2023 and FY
2024.The continued TA is necessary to
support the compilation of fiscal statistics
following a period of h igh staff turnover
and loss of institutional expertise.

PFTAC will also continue providing remote
assistance to those countries where no
missions are planned during FY 2025,
notably FSM and Tonga.

Accounts that will be introduced in the
2025 SNA.

As in FY2024, assistance toNauru will
focus on producing an updated annual
GDP estimate using thestreamlined
production process developed in past
missions and finally launching a
publication.

Assistance toNiue will focus on producing
an updated annual GDP estimate.

Assistance toPalau will focus on

monitoring and implementation of the
recommendations to deflators and the
development of Producer Price indices, in
particular the Tourism Services Price Index.

Assistance toPapua New Guinea is
coordinated together with an adviser from
Australian Bureau of Statistics (ABS)
Assistance in FY2025 will focus on
improving measures of the informal sector
and ensuring that the projected HIES is
well designed to do this. We will also use
the country to make an early trial of new
methods for estimating resource rents in
National Accounts that will be introduced
in the 2025 SNA.

Assistance to the Solomon Islands will
focus on mentoring the new staff who will
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have to take over National Accounts and
trying to ensure that the GDP release is
timely.

Assistance to Samoa will focus on the
program for development of a Supply and
Use Table

RSS plans its first mission toTimor -Leste

for many years. This will focus on training
in the requirements of the 2025 SNA.
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Assistance to Tokelau will seek to maintain
the momentum built during the FY 2024
mission, develop estimates for a new year,
and encourage them to publish.

Assistance toTonga will concentrate on
assisting them to publish a timely 2023
estimate and implement the efficiency
measures designed in FY2024.

The planned mission to Tuvalu will focus
on ensuring that the annual estimates for
2023 are published.

Assistance toVanuatu will focus on
publication now that the source data
supply has been restored and
implementing the workplan for rebasing
and improvement designed in FY 2024.
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SECTION Il

OVERALL OBJECTIVES

The FSS work program for FY 2025 will
focus on three core strands:

9 Completing the review and the
development of remaining prudential
standards .

9 Completing the remaining elements of
enhanced risk-based supervision
framework .

9 Training staff in the technical aspects of
the prudential standards already
reviewed/ developed.

PFTAC will support stress testing,
resolution of banks and implementation of
macro-prudential policies activities, which
are mostly led by MCM.

The planned activities will cover all major
segments of the final sector with banking
sector continuing to dominate the TA
activities in the region.
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PLANNED ACTIVITIES IN FY 2025

At the regional level, PFTAC has planned to
organize one workshop in FY 2025 to
commence the second phase of the cyber
risk supervision project o extension of the
project to the remaining PICs building on
the successful implementation of the
project in four PICs. PFTAC will also
support the annual meeting of the AFSPC
that includes a workshop on supervisory
topics. The event wil be held in FSM.

In terms of country activities, planned
activities will focus on:

Review of the Financial Sector
Legislation

Revisions to the financial sector legislation
have been progressing rather slowly. FY
2025 is expected to seeRMI complete the
review of its banking sector legislation.
Cook Islands and Vanuatu have expressed
interest in availing TA on developing
resolution framework for banks which

would entail review of banking legislations.

Enhancements to the Prudential and
Risk Management Standards

PFTAC has been assisting PICs in
upgrading and aligning their prudential
standards to ensure effective coverage of
financial risks facing financial institutions.
In this effort, relevant elements of Basel

FINANCIAL SECTOR
SUPERVISION

Framework areincorporated in the
standards as needed following the concept
of proportionality. From FY 2021, this
project has been expanded to include Pillar
1 of Basel Ill and some of the new
elements of Basel Ill reforms package
(Large Exposures, Liquidity Standardsand
monitoring tools, IRRBB).

During the Phase VI program cycle starting
May 2023, PFTAC will continue to assist the
PICs in completing this work aligning their
prudential standards with Basel Core
Principles and Basel Ill reforms package
with appropriate adjustments
commensurate with the size and
complexity of their financial systems. This
work is intended to be completed in two
phasesd (i) Phase I: Alignment with Basel Il
micro-prudential standards, and (ii) Phase
2: Alignment with Basel Il macro-
prudential standards. Given the large
number of prudential standards

comprising the micro -prudential set,
various elements of micro-prudential
standards will be added progressively to
the prudential framework, taking account
of the priorities of the individual PICs in
consultation with the relevant authorities.
Phase | can be divided into four distinct
modules: (i) Upgrade of risk management
standards (ii) Basel Il (Pillar 1), (iii) Basel Il
(Pillar 2), and (iv) Basel Il (Pillar 3).
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During FY 2025 Solomon Islands , Papua
New Guinea, RMI and Vanuatu are
expected to complete the impact study of
the standards developed/reviewed during
last two years and issue the final standards
for implementation or announce their
phased implementation as considered
appropriate. While FSM, Palau and Tuvalu
are expected to advance the work on the
review of their existing prudential
standards, Samoa and Timor -Leste will
commence the review during FY 2025. A
few countries (e.g., Solomon Islands and
Papua New Guinea) may initiate work on
Pillar 2.

Supervision Framework Enhancement
Program

During FY 2025, a followup mission will
assistRMI in developing a supervision
manual. In Cook Islands and Tuvalu,
building on the work on risk -based
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supervision already done during FY 2023
and FY 2024, the enhancements to bank
risk rating model will be considered.

Implementation of IFRS 9 and IFRS 17

In response to requests received from Fiji,
PNG, and Timor -Leste, PFTAC will
organize bilateral training programs in IFRS
9 and IFRS 17 for the supervisory staff of
these countries.

Insurance Sector Reforms

Building on the outcomes of the workshop
on insurance sector reforms held in April
2023 and follow up discussions held at the
AFSPC meeting held in Majuro, PFTAC will
constitute a working group of AFSPC to
work with an IMF-appointed expert to
create reporting formats for insurance
companies compliant with IFRS 17.

Cyber Risk Regulation and Supervision

PFTAChopes to complete the first phase of
cyber risk project in FY 2025 with the last
sub-regional training on on -site
examination of cyber risk supervision of a
bank being organized in PNG as planned.
The second phase intended to cover the
remaining PICs willbe kicked off with the
workshop on regulation and supervision of
cyber risk planned in FY 2025.

Other Financial Sector Reforms

During FY 2023, PFTAC assisted Kiribati in
setting up Financial Supervisory Authority.
PFTAC willcontinue to provide further
assistance on operationalization of the
Financial Supervisory Authority including
formulation of regulatory and supervisory
frameworks.
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SECTION Il

OVERALL OBJECTIVES

The Debt Management CD work program
for FY 2025, funded by the Government of
Japan will continue to help strengthen
public debt management capacity by
focusing on the following topics:

9 Strengthening the institutional
arrangements for debt management.

9 Building capacity on debt related
analysis, recording and reporting

9 Building capacity to formulate and
implement debt management  strategy
and risk management frameworks.

9 Improving the functioning of domestic
debt markets .

9 Enhancing knowledge of the debt
sustainability analysis framework
tool.

and

Demand for debt management CD in the
Pacific region remains high. CD will
continue to focus on strengthening the
fundamentals of public debt management
given the relative infancy of debt
management operations in the region and
the importance of establishing a solid
foundation for debt management. For
some Pacific countries, CD will extend to
strengthen local currency debt markets to
secure cost effective financing. The FY2025
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workplan will be delivered by the new
Public Debt Management Resident Advisor.

At a regional level, PFTAC will organize two
workshops in FY 2025, focusing on
continued enhanced knowledge of the
debt sustainability analysis framework and
tool, and building capacity in undertaking
effective investor relations in domestic
debt markets. These workshops will build
on previous regional workshops for the
development on a medium -term debt
management strategy, debt sustainability
analysis, and public debt reporting.
Enhancing knowledge of debt sustainability
analysis connects debt management to the
broader fiscal context through debt
dynamics.

PLANNED ACTIVITIES IN FY 2025

Formulate and Implement Debt
Management Strategy

PFTAC will assisiTimor -Leste, Solomon
Islands, and Vanuatu in the development
and implementation of a Medium -Term
Debt Management Strategy (MTDS) by
providing capacity development in the use
of the joint IMF -World Bank framework
and Analytical Tool (AT). Activities will also
build capacity in the development of an
annual borrowing plan and issuance
calendar.

DEBT MANAGEMENT

Strengthening Institutional
Arrangements for Debt Management

In FY2025, 2 activities will be focused on
strengthening institutional arrangements.
In Palau and Kiribati , PFTAC will assist
with the development of an organizational
structure for debt management. For Palau,
this follows recommendations within a
mission that developed a high-level debt
management policy, and subsequent
capacity development in debt
management fundamentals.

Develop and Strengthen Processes for
Accurate Debt Recording, Reporting,
and Monitoring

Capacity development will be undertaken
in Samoa to further enhance debt
transparency. This activity follows on from
a mission in FY2024 to enhance debt
reporting and will be focused on
enhancing the annual report for debt
management.

Develop Market Infrastructure and
Capacity for Cost Effective Financing

PFTAC will assisPalau, Papua New
Guinea, and Vanuatu in FY2025 to
strengthen the local currency bond market,
specifically the development of the primary
market for domestic market -based
issuance, including issuance practices,
investor relations, and market
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infrastructure. Strengthening of the
primary market where a local currency
bond market exists is necessary to
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establish a reliable and costeffective
source of financing. A scoping mission for

Palau will explore options for issuing the
first domestic debt instrument.
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ANNEX 1. WORK PROGRAM EXECUTION IN FY 2025

REVENUE ADMINISTRATION

Mode

Beneficiary

Activities

Current Position

Expected Outcomes

Comments/ Risk

STRATEGIC OBJECTIVE 1. BETTER REVENUE ADMINISTRATION, MANAGEMENT AND GOVERNANBRRANGEMENTS

Cook
Islands LTX
Cook
Islands LTX
Cook

LTX
Islands
Fiji STX
Fiji LTX
Fiji LTX
Marshall LTX
Islands
Nauru STX
Nauru LTX
Palau STX
Palau STX
Palau LTX
Papua New LTX
Guinea

Review of reforms

Update the Compliance
Improvement Strategy

Introduction to Medium
Term Revenue Strategy
(MTRS)

Develop Compliance
Program for Large
Business

Design and Implement
Planning, Monitoring
and Reporting Function

Review reform progress
and develop CD plans

Core Tax Administration
Systems Needs
Assessment

Implementation of
Compliance
Improvement Strategy

Digitalization Roadmap
Inception

Develop Headquarters
Design and Monitoring
Function

Improve Organizational,
Compliance and
Management functions

Review progress,
identify CD needs and
attend Economic
Symposium

Develop Institutional
Risk Management
Framework
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Administration have indicated they
are implementing past CD
recommendations and actions.

Current Compliance Improvement
Strategy requires renewal.

Authorities have expressed interest
in MTRS and requested to know
more about the process and
outcomes.

CD has identified potential risk in
the large taxpayer market segment.

Limited line of sight between
strategic plan and organizational
and individual performance.

Administration have indicated they
are implementing past CD
recommendations and actions.

Respond to request for help in
progressing toward procurement of
an Integrated Tax Administration
System.

Limited capability in implementing
Compliance improvement strategy,
including audit capability.

Nauru currently has very limited
digital solutions to support the tax
administration. This inception visit
will be to initiate the work activities
to align with strategic intent.

No clear line of sight between
strategic plan and organizational
and individual performance.

Past recommendations on how to
implement a contemporary
organization structure, management
and operational arrangements have
stalled.

Administration implementing CD
recommendations and actions.

Current risk management
approaches are not centrally located
within IRC.

Agreement with the authorities on
recommendations to facilitate
revenue mobilization and anticipated
CDrequirements.

New Compliance Improvement
Strategy is approved and
improvement plan for revenue
collection developed, integrating
gender, diversity and climate
responses.

Decision makers understand the
MTRSprocess and commitment.
Ministry of Finance able to make a
decision on proceeding with MTRS.

Improvement of compliance of
largest domestic and Multinational
Entities operating in Fiji.

Design and Monitoring function is
established and resourced to provide
advice on organizational priorities
and performance.

Agreement with the authorities on
recommendations to facilitate
revenue mobilization and anticipated
CD requirements.

Clarity on need for project to be
business owned and Information
technology enabled, along with
process that leads to investment
decision.

Improved understanding of the
approved Compliance improvement
strategy, and uplift in capability in
Audit.

This inception visit will initiate project
work activities, engage with
authorities to align with strategic
intent, document outcomes and
develop a project plan.

Developing the processes and
procedures; improve collaboration to
enable a seamless flow between HQ
Design and Monitoring and the
operational work.

Provide advice on how to progress
implementation of contemporary
organization structure, management
and operational arrangements in
context of recent tax reform and
planned tax policy diagnostic.

Progress assessment completed and
future CD requirements confirmed.

Support consolidation of disparate
risk management approaches in IRC
into a single ‘whole of IRC' register
managed at the level of the
Commission.

Coordination with other
interested donors will be
required

This is the first workshop
under the PFTAC/PITAA/ADB
Digitalization Roadmap
Projects & Nauru/Niue.
Findings will be used to
streamline other project
activities.

Coordination with ADB and
ATO other interested donors
will be required

Review of outcomes of CD
support provided, identify
CD needs, and participate in
the Palau Development
Symposium
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