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A MESSAGE FROM PFTATEERING
COMMITTEE CHAIRERSON

Ms. Saoleititi Maeva Betham Vaai
Chief Executive Officer, Samoa Ministry of Finance

It is an honor to chair this year's PFTAC Steering
Committee meeting. Over the years, PFTAC has been a
crucial ally in empowering Pacific Island nations,
including Samoa, through targeted capacity
development, training, and specialized technical
assistanceas we navigate complex economic and
financial landscapes toward sustainable growth and
resilience.

The Pacific Island Countries continue to face significant economic
and financial challenges, compounded by our vulnerability to
external shocks, particularly the impacts of climate change and
natural disasters. Despite these adversities, we remain committel
to achieving economic stability and sustainable development.

In recent years, our region has undertaken extensive economic
reforms across governance, public financial management, financial
sector supervision, and environmental sustainability. These reforms
are vital for boosting domestic revenue mobilization, enhancing
public investment, and rebuilding fiscal spaces. Moreover,
improvements in statistics, macroeconomic modeling, and
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forecasting tools are essential for informed policy making that
benefits our communities.

The COVIDB 19 pandemic tested our resilience but also
underscored our unity and the importance of international
cooperation. PFTAC's unwavering support has been instrumental
in our recovery, and its flexible approach - expanding in-person
activities and increasing remote engagements - has maintained
momentum in implementing key reforms. This strategic
collaboration with regional institutions has fostered meaningful
interactions and prioritized interventions.

I would like to extend my heartfelt gratitude to our esteemed
partners - Australia, the European Union, Japan, Korea, New
Zealand, the United Kingdom, the United States, and the Asian
Development Bank - for their steadfast support. Your contributions
have been crucial to our collective success. | extend a special
thanks to the EU and Korea for boosting their financial support,
enabling PFTAC to increase their support and better address our
growing demands in support of our reform agendas.

PFTAC's unique governance structure aligns strategic priorities
among partners and member countries, exemplifying international
cooperation and shared vision. Our contributions demonstrate our
ownership and dedication to a prosperous future.

As we look ahead, let us recommit to the principles of
cooperation, resilience, and sustainable development. Together
with PFTAC and our international partners, we can overcome the
challenges before us and secure a brighter future for the Pacific
Island Countries.

I would like to express my deepest appreciation to the PFTAC staff
for their tireless efforts and dedication. Your hard work has not
only impacted our economies but has truly changed lives. To our
partners and stakeholders, your ongoing support is invaluable.
Together, we pave the way for a more resilient Pacific region.



FOREWORD FROM THE PFTAC DIRECTOR

Mr. Samir Jahjah
PFTAC Director

It is my pleasure to present the PFTAC annual report for
FY2025, marking the second year of Phase 6. Pacific
Island Countries (PICs)are navigating in a fragmented
world economy, faced with multiple shocks and
impacted by regional conflicts. Broadly, the PICs have
recovered from the COVID pandemic and are returning
to trend growth, although the recovery has been uneven
and influenced by country -specific factors. Many
countries have surpassed their 2019 GDP levels, with
exceptional growth noted in Fiji, Samoa, and Tuvalu.
However, some countries remain below their pre-COVID
levels, indicating prolonged impacts from the pandemic.

In FY 2025, PFTAC experienced an 8 percent increase in demand
for technical assistance (TA) compared to FY 2024. With an
execution rate above 90 percent, PFTAC has been effective in
meeting member needs. Capacity development remained focused
on core fiscal areas, with the largest share of its support directed
towards Revenue Administration and Public Financial
Management. This strategic focus strengthens fiscal systems to
enhance resilience and promote sustainable growth, with tailored
support aligning with individual country priorities and their
readiness to implement reforms.
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PFTACcontinued to prioritize resources to Fragile and Conflict-
Affected States (FCS)A significant and rising portion of PFTAC
resources was allocated to fragile states ensuring tailored support
to enhance resilience and capacity building.

Regional cooperation has been essential, with workshops and
peer-learning initiatives facilitating knowledge sharing among
member countries. High-level participation from officials and
partners in regional workshops has reinforced ownership and
aligned support around common goals.

PFTAC andhe Singapore Training Institute of the IMF (ST) have
deepened their collaboration, expanding the scope and depth of
training provided to the PICs. Building on training developed at
HQ, STI has customized the workshops to meet the specific needs
of the PICs. As a resulttailored-made macro-modeling, monetary
policy design, and nowcasting tools have been developed and are
now regularly utilized in several countries.

PFTAC has significantly deepened its collaboration with key
donors, resulting in enhanced engagement with the European
Union, Japan and the Republic of Korea, resulting in more
comprehensive support for capacity development initiatives across
the Pacific. PFTAC advisors have engaged regularly with
representatives from our partners and regional organizations,
fostering closer relationships and ensuring alignment with regional
priorities.

To meet the growing demand and needs of its members, PFTAC
has implemented a hybrid engagement model that combines
remote support with in -person missions. This approach ensures
continuous assistance while maintaining momentum in key
reforms. Collaborating with regional institutions, such as the
Pacific Islands Tax Administrators Association (PITAA) and PACER
Plus,also enhances regional training and learning. These
partnerships also help prioritize reforms. For example,PITAA
collaborates with its members to design and prioritize a reform
agenda that is common to the region or specific group of
countries. This collaborative approach ensures that the reform
initiatives are tailored to the unique needs and challenges faced by
the member countries.

The European Union's additional financial support for PFTAC will
enhance our capacity to address climate-related challenges, which
are macro-critical for Pacific Island Countries (PICs). The impacts of



climate change and natural disasters exacerbate fiscal pressures
and elevate balance of payment needs, complicating economic
recovery and stability in the region.

This support will enable PFTAC to develop targeted initiatives that
strengthen the resilience of fiscal institutions and promote
sustainable public investment strategies. By integrating climate
change considerations into economic planning and capacity
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development, we can better equip PICs to navigate the financial
implications of climate risks.

| 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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Pacific Island Countries (PICs) have
made progress recovering from the
COVID 19 shock, with regional GDP
growing by 3.6 percent in 2024
supported by tourism and public
investment. While Fiji, Samoa, and
Tuvalu surpassed prepandemic levels,
the recovery remains uneven, with
growth expected to moderate to 3.1
percent in 2025 as the rebound slows.

Inflation has declined in most countries
due to falling global food and fuel
prices and tighter macroeconomic
policies. However, risks from
geopolitical tensions and commodity
price volatility persist. A projected
slowdown in global growth to 2.8
percent in 2025 may affect aid flows
and remittance-dependent economies
through key partners like Australia,
New Zealand, and the US.

Structural and macroeconomic
challenges continue to pose significant
constraints on achieving sustained and
inclusive growth. Many PICs continue
to grapple with limited fiscal space,
rising public debt, and small,
undiversified economies highly
vulnerable to external shocks. Climate
change remains a defining threat,
especially for atoll nations, with
disasters causing annual losses
exceeding 10 percent of GDP in some
cases. While access to climate finance is
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improving, absorptive capacity,
complex procedures, and institutional
readiness remain barriers. Only Papua

EXECUTIVE SUMMARY

TA remained concentrated in fiscaland
statistics workstreams, with Revenue
Administration accounting for 34

New Guinea has acces s epmkercantoedelivedFRulslic Financial

Resilience and Sustainability Facility
(RSF), with other countries encouraged
to explore eligibility and readiness.

The Pac.i-teimcdsifence wilh g
require strategic reforms across several
fronts: improving revenue mobilization,
strengthening public financial
management, expanding climate-
resilient infrastructure, enhancing
human capital, and investing in ocean-
based (blue economy) and digital
sectors. Regional coordination and
targeted capacity development will be
key to unlocking these transformations.

PFTAC Contributions and CD
Highlights

In this context, CD remains essential for
strengthening institutions and
advancing reform. In FY2025, PFTAC
delivered 137 activities over 2,28
technical TAdays, an 8 percent
increase from FY2024. Support was
tailored to individual country needs

and regional priorities, with nearly half
of all resources allocated to fragile

states, in |line with

focus on fragile and conflict -affected
countries.

Management (26 percent). Ten long-
term resident advisors and a pool of
short-term experts delivered the
program, supported by strong
backstopping from IMF headquarters.

Flexible delivery approaches, including
hybrid and remote missions enhanced
engagement, while regional workshops
promoted peer learning. Notable
achievements include successfulPublic
Expenditure and Financial
Accountability (PEFA and the Climate-
Public Investment Management (C-
PIMA) assessments in several countries,
strengthening public investment
planning and climate-responsive
budgeting. Workshops addressed
macroeconomic forecasting, debt
sustainability, Value Added Tax {AT)
design, climate-related fiscal risks, and
cyber risk regulation.

Regional outreach was expanded
through high -level events, increased
donor participation, and coordination
with bodies such as PITAAAssociation
of Financial Supervisors of Pacific
GoentriesNIAF-8Y, ThetPac#ic e gi ¢
Community (SPQ, and Oceania
Customs Organization (OCO). Peer
learning and study visits reinforced

12



regional ownership and practical rated as largely or fully achieved. The considerations into budget processes,

exchange of knowledge. Regional RBM approach helps ensure that investment frameworks, and fiscal risk

events and workshops took place support remains focused, accountable, assessments

across all PFTAC workstreams, except and aligned with country priorities,

Public Financial Management, and were making it easier to monitor results and Priorities for FY 2026

instrumental in fostering peer learning, adjust assistance where needed.

technical exchange, and collective PFTACOs Phase VI budge

problem -solving. These workshops Institutional Framework and US$50.6 million, with commitments at

brought together Pacific officials to Governance US$45.6 million. A US$5 million

share experiences and deepen their funding gap remains, but ongoing

understanding of key reform topics like Established in 1993, P doftrbd@ions fsom ddma@'s ahdVIF 6 s

debt sustainability and medium -term first regional technical assistance members ensure strong liquidity, with

debt strategy. They aimed to enhance center. Its inclusive governance US$27.4 million covering three years of

officials' abilities to assess and manage structure, comprising member operations.

debt risks and to improve national countries, donors, and the IMF ensures

forecasting capabilities using IMF- a collaborative approach to the The FY2026 work program will expand

supported tools and models. regionds chall enges. Stb16d aceviias over® V&l A days,at
from the Steering Committee aligns 23 percent increase. Eleven longterm

These events brought together officials PFTACOs initiatives wi adwnsors WilkoveeseedHe expanded

from member countries, IMF needs of PICs, enabling dynamic workstreams, including the new Debt

headquarters staff, and regional responses to ongoing and emerging Management program and climate -

partners like PITAA, AFSPC, SPC, and priorities. PFTAC works are fully responsive PFM stream. Key areas

OCO. The involvement of HQ experts integrated with APD strategic priorities include domestic resource

enriched technical discussions, while and the IMF CD Strategy. mobilization, climate finance, debt

regional institutions provided valuable transparency, public investment

context and ensured continuity across The sixth phase of PFTAC operations efficiency, digitalization, and support

initiatives. These workshops reinforced began on May 1, 2023, and runs for fragile states.

regional cooperation and strengthened through April 30, 2028. Under Phase VI,

networks among practitioners PFTAC has expanded Celivery, PFTAC is committed to high-impact

addressing common challenges and particularly to fragile states, and and demand-driven capacity building

l eading to Ocommuni ty lrdadeped iésthematcessde.to initiatives, fully integrated with the IMF
include Debt Management and new surveillance, and supported by

PFTAC usefkRBM framework to plan, Climate stream in the PFM program, extensive backstopping from HQ.

track, and assess the impact of its thanks to increased donor Ongoing collaboration with donors,

capacity development work. Each contributions . In particular, additional regional institutions, and members will

project is built around specific funding from the EU made possible the ensure meaningful reform outcomes

objectives, with clear outcomes and recruitment of a climate -focused PFM and long-term resilience for the Pacific

milestones to measure progress. In FY advisor, who will help countries region.

2025, 43 percent of milestones were systematically integrate climate

k N et g o N s

L8 B e —

PFTACresident advisors, member countries, donors and development partners at the 2024 Steering Committee Meeting held in Tonga.
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PFTAC Director, Mr. Samir Jahjah with Ambassador, Permanent Members of the PFTAC Steering Committee at 2024 Meeting in Tonga
Representative of Japan to the PIRMr. Rokuichiro MICHII

m:mu Fum,
Wﬂsslsmn:

ICD Deputy Director Franck Bousquet and PFTAC Director Samir Jahjah wir PFTAC Director, Mr. Samir Jahjaland ICD Deputy Director, Mr. Franck
Department of Foreign Affairs and Trade Officials, Australia Bousquet with the Honorable Tiofilusi Tiueti, Minister for Finance and
National Planning, Tonga

Development Partners from Australia, France, Japan, United Kingdom athe PFTAC PFTAC Director Mr. Samir Jahjah withFiji Deputy Prime Minister
Macroeconomics of Climate Change Course and Minister for Economy, Honorable Biman Prasad
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PFTAC PROGRAMS

REVENUE ADMINISTRATION PUBLIC FINANCIAL MANAGEMENT

The Center supports the planning and
prioritization of PFM reforms based on the
PEFAframework and assessments;
strengthening legal frameworks;

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

In the area of revenue policy and
administration, PFTACsupports member
countries to strengthen the capacities of
tax administrations, mobilizing tax

revenue, improving taxpayer compliance, strengthening budget preparation, finance.
and promoting citi ze transparency, execution;and
role as taxpayers. strengthening budget monitoring,
reporting and accountability.
OBJECTIVES OBJECTIVES OBJECTIVES
()  Strengthen revenue administration (1) Improve PFM laws and effective ()  Strengthen financial sector

management and governance
arrangements.

(2)  Strengthen core tax administration

institutions .

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

surveillance through upgrading of
regulatory framework in line with
international standards.

functions, including an accurate 2 Make efficient use of supervisory
taxpayer base, quality taxpayer (3  Improved budget execution and resources to better oversee key risks
services supporting voluntary control supported by an efficient FMIS in the banking system.
compliance, improvements in filing, and with responsive internal audit.
payment, and audit services. (3 Ensure that banks have strong capital
4  Improve coverage and quality of fiscal and liquidity positions that adequately
reporting . cover their risks and contribute to
financial system stability.
(5) Improve asset and liability
management. 4  Improve supervisory effectiveness
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() Strengthen management of fiscal
risks.

(7)  Improve public investment
management.

through enhanced capacity in IFRS
knowledge related to provisioning .

15



DEBT MANAGEMENT MACROECONOMIC PROGRAMMING MACROECONOMIC FRAMEWORKS

The Center supports the member
countries to strengthen their debt
management capabilities, build capacity in
debt-related analyses and reporting,
implement debt and risk management
strategies, strengthen institutional
arrangements for debt management, and
improve the 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.
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This program aims to improve
macroeconomic policy advice to
governments and central banks through
more effective medium -term economic
frameworks and forecasting capacity,
working closely with the macroframework
work program .

OBJECTIVES

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

() Strong institutions for policy making o
Central banksand 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
monitoring 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
analytical, forecasting and policy analysis
skills to reinforce economic policymaking
processes.

OBJECTIVES

(1)  Strengthen 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 and price statistics that are
reliable and consistent with international robust and compliant with international

standards. standards and in implementing effective
economic policy tools.

OBJECTIVES oBJ

()  Strengthen compilation and ®
dissemination of Government Finance
Statistics.

) Strengthen compilation and

dissemination of Public Sector Debt )
Statistics.
®)
@

3o

ECTIVES

Strengthen compilation and
dissemination of national accounts
statistics 8 comprehensive updates
and rebasing.

Strengthen compilation and
dissemination of National Production,
Income and Expenditure Accounts.

Strengthen compilation and
dissemination of Consumer Price
Statistics.

Strengthen compilation and
dissemination of Producer Price and
Trade Price Statistics.
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PFTAC Staff at the 2024 Steering Committee Meeting, Tonga
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MACROECONOMIC
DEVELOPMENTS

The PICs have broadly recovered from
the COVID shock with a return to trend
growth. While the recovery has been
uneven and driven by country specific
factors, most countries have surpassed
their 2019 GDP levels with extra normal
growth recorded in a number of PICs
such as inFiji, Samoa, and Tuvalu.
Nevertheless, a smaller number of
countries remain below their pre
COVIDlevel, indicating the longer
losses from the pandemic. In all PICs,
there is evidence of scaring from recent
global shocks including higher debt,
cost-of-living pressures, and distorted
labor markets. Regional GDP growth in
2024 reached 3.6 percent, underpinned
by strong tourism activity, public
investment, and external support.
While growth is expected to moderate
slightly to 3.1 percent in 2025 as the
post COVID rebound tapers off, the
region shows a return to trend growth.
Inflation has broadly eased, supported
by declining global food and fuel prices
and tighter macroeconomic policies,
though upside risks remain from
geopolitical tensions and commodity
price volatility.

However, such performance remains
below what is needed for sustainable
income growth, with the region still
grappling with structural constraints,
climate-related vulnerabilities, and
limited policy space. Fiji and Samoa
have led the recovery, supported by a
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sustained rebound in tourism and
renewed private sector confidence.
Papua New Guinea continues to be
benefitting from natural resource
projects in energy and mining, though
structural reform and diversification
remain key challenges.Tonga is
experiencing more moderate growth,
nevertheless underpinned by
remittances, aid flows, and
reconstruction activity. Solomon
Islands is sustaining moderate growth ,
supported by efforts to improve
agriculture, mining and manufacturing
sectors. Kiribati , Tuvalu, and Nauru
are demonstrating resilience through
trust fund utilization, aid inflows and
infrastructure development. The
Federated States of Micronesia
Marshall Islands and Palau have
benefited from greater certainty
around the Compact Trust Fund
disbursements that support the post-
pandemic recovery.Vanuat uods
recovery has been adversely affected
by the collapse of Air Vanuatu and a
major earthquake.

The global environment has been
broadly supportive with strong

demand from key markets, but
intensifying downside risks dominate
the outlook. While global growth at 3.3
percent in 2024 has been slower than
the pre COVID long-term trend, key
markets for the PICs such as Australia,
China and the US have supported

tourism, commodity exports and
boosted domestic demand. The IMF
projects global growth to moderate to
2.8 percent in 2025, a downward
revision from previous estimates,
before edging up slightly to 3. 0 percent
in 2026. This reflects the lingering
effects of tighter monetary policy, weak
productivity growth, and on -going
global trade tensions. Inflation is
expected to ease further, with headline
global inflation projected to fall to 4.3
percent in 2025, aided by declining
energy and commodity prices and
slowing demand.

Despite global policy uncertainties,
growth in the PICs is unlikely to be
significantly directly affected by the
global trade tensions but could face a
number of headwinds from indirect
effects. PIG exports to the US are
relatively smal/l but
could be affected by spillovers
including indirect impacts on Australia,
New Zealand, the US, and the Asian
economies. Weaker fiscal positions
resulting from slower growth could
constrain the ability of key
development partners to maintain
assistane through concessional loans
and grants and those PICs with
significant sovereign wealth funds
could be impacted by episodes of
financial market turbulence. More
positively, cost-of living pressures
could be moderated by trade diversion
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from Asian economies resulting in
cheaper imported goods and lower
shipping costs as demand for
containers falls. Key downside risks
include renewed energy price shocks
from geopolitical conflicts, rising
protectionism, and persistent supply
chain vulnerabilities. These headwinds
underline the importance of rebuilding
fiscal buffers and advancing structural
reforms to support medium -term
growth prospects.

In addition to these challenges, the
PICs continue to face a set of
interlinked and structural challenges
that constrain the sustainability and
inclusiveness of growth. Chief among
these is the intensifying climate crisis,
which remains an existential threat to
several low-lying atoll nations. Rising
sea levels, coastal erosion, and more
frequent extreme weather events are
inflicting mounting economic

damagef threatening infrastructure,
livelihoods, and fiscal stability. In some
countries, climate-related disasters
have led to economic losses exceeding
10 percent of GDP annually. While
access to global climate finance is
critical, many PICs still struggle with
limited institutional and absorptive
capacity, complex application
procedures, and project
implementation bottlenecks. In this
regard, the establishment of the Pacific
Resilience Facility by the Pacific Islands
Forum is an important step forward in
creation of home grown capacity
regarding the implications of climate
change. The | MF&s
Sustainability Facility (RSF), established
to support long -term structural reforms
related to climate and pandemic risks,
has so far only been accessed in the
region by Papua New Guinea, which
secured a US$259 million RSF
arrangement in 2024. This program
supports disaster risk management,
climate-aligned public investment, and
green finance development. Other PICs
remain eligible and are encouraged to
engage with the RSF, though broader
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reforms and capacity upgrades will be
necessary to fully benefit from such
instruments. Enhancing project
readiness, strengthening public
investment systems, and aligning
national climate strategies with
financing pipelines remain key
priorities. These climate-related risks
compound a broader set of structural
and macroeconomic challenges that
demand urgent policy attention. Fiscal
constraints, limited economic
diversification, labor shortages, and
financial connectivity risks continue to
hinder development prospects across
the region.

1 Limited Fiscal Space. Fiscal space
remains severely constrained in most
PICs, reflecting the dual pressures of
elevated debt burdens and rising
development spending needs. While
tourism and external grants have
supported revenue recovery, tax
bases remain narrow, and public
expenditures, especially on wages,
subsidies, and infrastructurefi
continue to grow. According to the

|l MFds 2025 regional

public debt-to-GDP ratios remain
above 50 percent in more than half
of PICs, with some countries
exceeding 70 percent. Debt
vulnerabilities are further
exacerbated by the high costs of
climate adaptation and infrastructure
resilience. Several countries have
embarked on fiscal consolidation,
but progress varies. For example, Fiji
and Samoa have implemented tax

| ane experditurermetasures aimed at
improving fiscal balances, while
others remain reliant on donor
support to fund capital and recurrent
expenditures. The IMF recommends
that consolidation be pursued
gradually and anchored in credible
medium-term frameworks that
safeguard social spending and
climate investment. Domestic
revenue mobilization, particularly
through modernizing tax
administration and reducing

informality, remains a key priority
across the region. At the same time,
public financial management
reformsfi such as better budgeting,
procurement, and investment
appraisalfi are needed to enhance
spending efficiency and
accountability.

Unlocking the Blue Economy. PICs
possess vast exclusive economic
zonesfi more than 20 million square
kilometers in total i offering
significant potential for economic
development through the blue
economy. However, this potential
remains underexploited due to
structural constraints, including
limited investment, weak maritime
infrastructure, and insufficient ocean
governance. lllegal, unreported, and
unregulated (IUU) fishing continues
to cost the region over US$600
million annually, undermining both
revenues ard sustainability. Climate
change also threatens fish stocks,
coral reef ecosystems, and maritime
livelihoods. Experience has shown

a s that isisimpermait 0 integrate blue

economy strategies into national
development plans. Countries like
the Federated States of Micronesia
and the Solomon Islands are
piloting sustainable fisheries
initiatives, while others, such as
Palau, are promoting eco-tourism
linked to marine conservation. To
unlock greater returns from ocean
resources, PICs need targeted
investment in monitoring,
enforcement, and marine
infrastructure, coupled with regional
collaboration on ocean governance
frameworks and data sharing.
Development finance institutions are
increasingly supporting these efforts,
but coordination, capacity building,

andpoli t i cal wi || remai

Migration, Labor Shortages, and
Human Capital Gaps . Labor
mobility continues to provide a
critical economic lifeline to many
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Pacific nations but also contributes
to severe domestic skill shortages.
Participation in labor mobility
schemes with Australia and New
Zealand surged post-pandemic, with
thousands of seasonal and semi
skilled workers participating each
year but there are signs that it might
have peaked.Tuvalu, in particular,
has a more structured emigration
program with Australia that may
have significant long-term
implications. Remittances from these
workers now account for up to 30
percent of GDP in countries such as
Tonga and Samoa. While these
inflows provide vital household
income and foreign exchange, the
departure of skilled workers,
particularly in health, education, and
constructionfi has left noticeable
gaps in essential services at home.
To leverage the impact of
remittances, there is a need for more
strategic human capital development
and investments in vocational
education, workfor ce planning, and
the retention of skilled professionals
are crucial for long-term growth. At
the same time, countries should
adopt integrated migration
strategies that promote return
migration, support diaspora
engagement, and align labor
mobility with dom estic development

goal s. The regionds

population, one of the youngest in
the world, offers a demographic
dividend if coupled with education
and employment opportunities,
particularly in green and digital
sectors.
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9 Correspondent Banking and

Financial Connectivity . The loss of
correspondent banking relationships
(CBRs) continues to present a serious
risk to financial inclusion and
external connectivity across the
Pacific. Derisking by global financial
institutions fi driven by profitability
concerns, compliance burdens and
perceived Anti-Money
Laundering/Combatting the
Financing of Terrorism (AML/CFT)
deficienciesii has led to a significant
reduction in CBRs in several PICs. In
some cases, countries are dependent
on a single correspondent partner,
increasing vulnerability to financial
isolation. This has affected cross
border payments, remittance flows,
and trade financing, with direct
implications for macroeconomic
stability and private sector
development. The IMF continues to
work closely with countries and
regional institutions to mitigate

these risks and engages with the
World Bank-Pacific Islands Forum
project that offers a regional
solution. Key priorities include
strengthening AML/CFT frameworks,
improving supervisory capacity, and
enhancing data transparency.The G-
20 Safe Payment Corridor (SPC)
initiative, undertaken by the IMF, is a
potential mechanism to support
seouie argl cogteffedtive cross
border payments. The SPC is
designed to facilitate legitimate
remittance flows between
remittance-sending and receiving
countries by linking trusted payment
providers and regulators. Although

still at an early stage, it offers
promise for safeguarding vital
remittance lifelines in a risk-sensitive
environment.

To ensure a more resilient and inclusive
recovery, PICs must adopt a multi
pronged approach that blends sound
macroeconomic management with
targeted reforms. Key priorities include
diversifying away from
overdependence on tourism and aid;
expanding climate-smart infrastructure;
strengthening human capital and

digital capacity; and improving regional
economic integration. The IMF
continues to support these efforts
through tailored surveillance, lending,
and capacity development i including
through PFTAC and he Pacific Resident
Representative Office in Fiji.
International support will remain vital.
Given their small size, remoteness, and
vulnerability to shocks, PICs require
concessional finance, predictable aid
flows, and access to global fundsf
particularly for climate adaptation. Key
actions include a better alignment
between donor programming and
national strategies, ensuring
streamlined access to climate finance,
and stronger global mechanisms to
address the unique development
challenges of small island deweloping
states. Looking ahead, building resilient
institutions, transparent governance,
and effective public investment
systems will be central to converting
recovery momentum into sustainable
prosperity.
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FIGURE 1.KEY MACROECONOMIC INDICATORS FOR PFTAC REGION
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SECTION Il

Building Resilience Through Capacity
Development

Capacity development remains essential
for building resilient institutions in P ICs.
In 2025, the region faced a complex
landscape characterized by climate
vulnerability, geographic isolation, and
economic recovery efforts from recent
global shocks. While several countries
experienced modest growth, they
continued to grapple with structural
challenges, including limited revenue and
small tax bases, reliance m external aid,
capacity constraints, and vulnerability to
natural disasters. This unique context
underscores the critical need for sustained,
improved public financial management,
and strengthened institutions across the 16
member countries.

High demand from PFTAC members
resulted in increased TA delivery during
FY 2025. PFTAC delivered B7 activities
over 2,269 technical days (TA) including
130 in-country activities and 7 regional
workshops, representing an 8 percent
increase over FY 2024The Debt
Management program delivered 12
activities across238 TA days (Table 1).
Compared to the mid -year revised
workplan, the execution rate was 92
percent for TA days and 87 percent in
terms of activity level. This accounted for
US$68 million of budgetary spending, or
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92 percent of the planned budget for the
fiscal year(Table9). Ten PFTAC advisors
delivered the programs, complemented by
short term experts (STX), with resident
advisors providing 40 percent of total CD
days and STXs contributing 60 pecent.

Capacity development remain ed
concentrated in core fiscal areas,
reflecting historical trends and a strong
focus on macro -fiscal priorities . The
largest share of technical assistancewas
directed to Revenue Administration (34

percent) and Public Financial Management

(26 percent), underscoring member
emphasi s
fiscal systems. Real Sector Statistics
received 13 percent support, while
Financial Sector Supervision and
Government Finance Statistics accounted

countrieso

for 9 percent and 6 percent, respectively.
Smaller but targeted contributions were
made through Macroeconomic
Programming (7 percent) and
Macroeconomic Framework (5 percent).
This distribution underscores the extensive
support provided across all workstreams
central to the IMF mandate. (Figure 3).

The allocation of CD in  FY 2025 reflected
country -specific priorities, with support
tailored to demand, economic size, and
reform readiness. Capacity development
was delivered across all 16 member
countries and was complemented by

regional activities and peer-learning
exchanges. e highest recipients of CD
were Fiji, Papua New Guineg Timor-Leste,
Tuvalu, and Kiribati (each at 8or more
percent). A second group, including Palau,
Samoa, Vanuatu, the Cook Islands, and the
Marshall Islands, received between 5 and 7
percent of total TA. Theremaining
countries - Niue, Solomon Islands, Tonga,
Nauru, FSM, and Tokelal, received smaller
shares ranging from 1 to 4 percent (Figure
4).

Enhancing Capacity Development
through Flexible Approaches and
Targeted Suppdrt RoeFPabile GindSmalle
States

In line with the IMF strategic priority to
better support Fragile and Conflict -
Affected States , 42 percent of PFTAC
resources targeted the sevencountries
classified as fragile, up from 36 percent in
FY2024.

Flexible and hybrid approaches
strengthened CD implementation and
impact. Eighty percent of activities were
conducted in person, while 17 TA activities
and 11 regional events were delivered
virtually or in hybrid formats (Table 1).This
flexibility improved engagement,
facilitating preparatory work, follow -up
discussions, and continuity in
implementation. Hybrid activities,
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combining in -country missions with
remote support, effectively managed
delivery costs and maintained quality in
challenging environments. For example,
the Revenue program's workshops linked
activities with remote support over time,
while PFM and RSS proviéd targeted
remote assistance to Kiribati and Samoa,
respectively. These strategies improved
efficiency and enabled sustained capacity
development.

Regional assistance was vital for
knowledge sharing and peer learning
Activities included workshops on
Macroeconomics of Climate Change, Cyber
Risk Regulation and Government Finance
Statistics Collaborations with SPC andthe
Statistical Institute for Asia and the Pacific
(SIAP focused on Consumer Price Index
issues, while the Revenue program
addressed Taxpayer Registrationand
Complex Taxissues. The Debt Management
program held events on Debt Sustainability
Analysisand Local Currency Bond Markets
These efforts were crucial for building
capacity, fostering regional cooperation,
and tackling shared challenges.

To enhance partner engagement and
foster collaboration, senior officials and
development partners were invited to
participate in regional workshops . Their
involvement provided valuable context,
reinforced country ownership, and aligned
support around shared priorities. High -
level participation included representatives
from Fijiods Mi stry
Bank of Fiji, the Australian High
Commission, the Japanese Embassythe EU
Delegation, the UK and the US Embasges
in Suva.They took part in events such as
the tax audit workshop, the
macroeconomics of climate change course,
the government finance statistics
workshop, and discussions on local
currency and bond market. PFTAC will
continue to invite partners and explore
opportunities for their participation in
technical segments to further strengthen
collaboration and visibility of joint efforts.

ni

PFTAC missions in member countries
regularly engage with diplomatic missions
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and development partners. These outreach
efforts include brief
objectives, findings, and areas of potential
collaboration, helping to ensure

coordination across stakeholders.

PFTAC remains dedicated to promoting
gender balance and diversity in its
regional events. Initiatives encouraged
broad participation, including participants
with disability, highlighting inclusion and
accessibility in capacity development. A
total of 190 participants attended the
workshops and training, with 55 percent
being women, marking an improvement in
gender balance from FY 2024 (Table8).

PFTACIs supporting collaborative
learning initiatives
traditional technical assistance and
workshops, PFTAC facilitated two peer
learning initiatives: a GFSstudy visit
connecting officials from the Central Bank

of Solomon Islands and the Cook Islands
Statistics Office, and aFSScyber risk on-

site examination program, implemented
across four Pacific countries.These peer
learning activities enable authorities that

have implemented similar reforms to share
their experiences, fostering direct

exchanges among practitioners and
enhancing capacity to apply international
frameworks to regional contexts. The debt
management advisor organizeda 0 Tr ai
the-Tr ai ner sé6 wor k sTeromp
Debt Management Strategy. He helped

equip officials from five countries to

BebomE futliré@ ddrdutorstidYeyiorRIETA € T
delivery. Interactive and highly practical,
the trai ng deepened
technical and strategic skills, reinforced
regional ownership, and served as a model
for sustainable peer-led capacity
development.

. In addition to

ni

PFTAC also invested in nurturing future
talent through its student attachment
program. Two high school students from
Fi jStdsosephos
completed a one-week internship where
they learned data analysis,gained hands
on experience on developing GDP
forecastsunder PFTAC advisors

mentorship, and engaged with technical

staff gofferiny thent darly expaswesto o n 6 s
economic policy and IMF capacity-building
ef forts. ti
evolving approach to building a regionally
sustainable pool of expertise.

These ini

Enhancing Collaboration with
Regional and International Partners

PFTAC strengthened its collaboration
with regional and international

institutions through active participation

in several strategic events. At the 26"
OCO Annual Conferencein Rarotonga,
PFTACO6s Revenue Advi
Senior Economist introduced the IMF
customs administration capacity
development approach and engaged in
bilateral discussions with the OCO
Secretariat and development partners to
shape future collaborations. PFTAC also
contributed to the Fifth Pacific Statistics
Standing Committee Meetingin Vanuatu,
where the RSS Advisor supported
discussions on enhancing statistical
systems, aligning with international
standards, and coordinating timelines for
maj or statistical
PFM Advisor participated in the PCRIC
Climate and Disaster Ri& Finance
Workshop, emphasizing the integration of
disaster risk financing into public financial
nianagement frameworks to build regional
eesilierM& Futthémaollaboration occurred
through the PACER Plus DRMVorkshop in
Samoa, codesigned by PFTAC, where the
#eVenue Advisor and experts facilitated
dialogue on optimizing VAT and improving
coBrdiration etw®ed tAx ahddcustoms
administrations. Across these
engagements, PFTAC reinforced its role as
a partner in advancing regional reform
agendas, supporting peer learning, and
aligning technical assistance with country
and development partner priorities.

Integrating Capacity Development

Sec ondayih IMESihRRdnce and Lending

PFTACactivities are fully integrated
with the IMF surveillance and lending
activities and backstopped by capacity
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development departments.  Across its
workstreams, PFTAC regularly draws on HQ
expertise. For example, PFM assessments
are undertaken with the lead of the Fiscal
Affairs Department (FAD). The Revenue
program collaborates closely on Tax
Administration Diagnostic Assessment Tool
(TADAT) assessments and domestic
revenue mobilization missions from HQ.
The FSS and GFS programs have also
strengthened their regional engagement

by inviting HQ experts to join regional
workshops, enriching discussions with
broader institutional experience. Both
macroeconomic workstreams maintain
strong partnerships
of Capacity Development (ICD) and the
Singapore Training Institute (STI), ensuring
training and technical assistance are
grounded in the latest analytical tools and
practices. The Macro advisor also joined a
FAD led mission to Fiji on Tax Expenditures.

Where feasible, PFTAC experts also
coordinate with IMF surveillance teams,
participating in Article IV missions to
provide context and continuity between
technical and policy engagement. This
close collaboration strengthens the
integration of capacity deve lopment with
surveillance, amplifying the impact of both
and ensuring consistency in policy advice
and institutional reform.

The backstopping provided by Fund
experts at headquarters is crucialfor
maintaining the highest quality of TA
delivery, ensuring effective division of
responsibilities between PFTAC and HQ,
drawing on experiences and successes
from other regions, and promoting
consistencyin recommendations across
the membership.

Comprehensive P EFAand C-PIMA
assessments enhance reform planning
across the region . This year,PFTAC
recorded an unprecedented number of
comprehensive PFM assessments,
reflecting both the growing demand for
assessmentsand P F T Ad@ad@ability to
support these diagnostics. Three AgilePEFA
assessments wereconducted in Fiji, Tuvalu,
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and Vanuatu to evaluate the current state

of PFM systems.These resourceintensive
assessments identify strengths,

weaknesses, and reform priorities.In

Tuvalu and Vanuatu, thefindings will

inform updated PFM reform roadmaps.
Fijids assesspassadthehas
PEFA Check quality assurance and is

guiding targeted reform actions.

Two Climate Public Investment
Management Assessments (C -PIMA)
were conducted in Fiji and Papua New
Guinea. These assessments evaluate the
climate responsiveness of public

w intedtment Bystems Miadasgivénrthe t i t u
region's climate-related risks. In Papua
New Guinea, the GPIMA identified urgent
reforms to integrate climate considerations
into the capital project cycle, including
establishing a lead agency for hazard
mapping and enhancing project screening
processes.The C-PIMA conducted in Fiji
outlined practical measures to improve
infrastructure planning, multiyear
budgeting, and the integration of climate
goals into public investment management.
Together, these assessments provide
governments with the evidence base and
structured guidance needed to prioritize
reforms, strengthen fiscal institutions, and
align national investment strategies with
climate resilience and development
objectives. These reforms are macro
critical, as they foster sustainable economic
growth and mitigate the risks posed by
climate change to national economies.

Increased Donor Commitments Boost

PFTACOG6s I nitiative
PFTACOG s
now includes eight partners supporting
Phase VI operation. They arethe Republic
of Korea, Australia, European Union, The
Government of Japan, New Zealand,
United Kingdom, United States and the
Asian Development Bank Total donor
commitments amounted to US$30.5

million. During the year, Korea increased its
contribution by US$5 million, and the
European Union raised its contribution by

US$185 million. These contributions have

donor base

raised total commitments to US$37.3
million as of April 2025. (Table 10)

Increased funding from Korea and the
European Union boost s PFTACOSs
VI Budget to US$50. 6 million , allowing
to anéet risiagdlgmand from the
membership . These additional pledges
allow PFTAC to expand its original Phase VI
budget of US$43.5 million, as outlined in
the Program Document. As stated in the
Program Document, it was agreed that,
subject to securing further funding, PFTAC
would add a Green PFM advisor and
absorb the Debt Management Program,
previously funded by the IMF HQ Japan
Sub-Account (JSA). Each will regire
approximately US$3 million over the next
three fiscal years. With the confirmed
support, both additions are now fully
funded, along with modest increases in the
Macroeconomic Frameworks and Real
Sector Statistics programs, bringing the
total Phase VIbudget to US$50.6 million.

Despite strong support, a small funding
gap of US$5 million remains. PFTAC
members have pledged a total of US$4
million, with the IMF contributing US $3.5
million, internal transfers of US$0.7 million
8 bringing the total identified funding to
US$5.6 million (Table 10). This leaves a
funding gap of US$5 million against the
revised budget of US$506 million,
compared to US$4.8 million reported in
the FY 2024 Annual Report.

A robust financial foundation support

the liquidity position and  program
delivery . To date, total cash contributions
of US$27.4 million have been received

h aefjuivalenpte raugrdydhreg years of

operational needs. This reflects strong
support from development partners, who
have contributed US$26.1 million,

alongside contributions from five member
countries (Cook Islands, Fiji, Samoa, Timor
Leste, Tonga), totaling US$0.7 million.
(Table 10) Contributions from other
members will significantly enhance PFTAC's
liquidity, enabling it to effectively execute
its workplans.
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Encouragingly, seven member countries
(Cook Islands, Fiji, Niue, Samoa, Timer
Leste, Tokelau, and Tonga) have already
signed funding agreements, and there is
strong momentum for others to follow.
With continued collaboration and timely
support, PFTAC is welpositioned to
maintain high-impact delivery and meet
the evolving needs of its members.

Leveraging Results -Based

Management to Enhance Capacity
Development Effectiveness

FIGURE2. FY 2025 KEY HIGHLIGHTS

2,269

field person days of CD
delivered

|

[ 137

activities executed, comprising
7 regional workshops/ activities and 130
missions or support for regional activities

N

Wil 92%

execution rate of the mid-year
updated work plan (2,269 TA days versus
2,472 planned), and 87% of missions (137
of 158 planned)
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I MF&6s Re s uMahageména(REM)
guides the implementation of PFTAC
workplans and tracks the 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.

ol

government officials (of which
55 percent were women) were trained,
totaling 1,047 person days of training

= 430

of CD is delivered by PFTAC
resident advisors and 57 percent by IMF
short-term experts

60%

—
7%
.

of CD was fiscal, either PFM or
Revenue (1356 of 2,269 field days)

catalog

Member countries continue to make
progress on the realization of targeted
outcomes and milestones. During FY 2025
PFTAC programs worked towards
outcomes associated with 24 high level
objectives and 557 milestones. At the end
of FY 2025 43 percent of milestones were
ratedrak largeRy BrNullyraehteveed. RBM
ratings are frequently updated and reflect
changes as a project proceeds. A rating of
6not achi
in the early stages of delivery and therefore
have not achieved significant progress
towards completion (Figure 5 and Table 5).

evedd usual

42%

of resources (960 days)
provided to sevenfragile states (FSM,
Kiribati, RMI, PNG, Solomon Islands, Timor
Leste, and Tuvalu)

US$26.7 million

contributions received from
eight donors and from 5 of 16 PFTAC
countries against US$7 million external
fund-raising target

@ US$6.8 million

of projected expenses from a
budget of US$7.5 million (approx. 92%),
excluding the 7% trust fund fee
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TABLE 1.FY 2025 WORK PROGRAM EXECUTION AND CD MODALITY

PROGRAM LTX STX TOTA MI SSI1 VI RTU HYBRI | PERSON
Public Financi al Manageme 244 343 587 17 1 16
Financi &lup®evtici on (FSS) 100 91 191 18 2 16
Government Finance Statis 983 45 138 10 1 9
Re al Sector Statistics (F 89 213 302 19 1 18
Revenue Administration (F 237 532 7609 56 18 3 35
Macroeconomic ProgrammAGR 95 67 162 7 2 5
Macroeconomi ¢ FRamewor ks 115 5 120 10 10
Suffot al 973 129 226¢ 137 22 6 10 9
Debt Ma n a(gNne n t 54 184 238 12 3 1 8
TOTAL 102 148 2507 149 25 7 117

TABLE2. PFTAC TA DELIVERY BY EXPERT DAYS ANMISSIONS: FY24, F25 (Actual), FY26 (Planned)

STX DAYS LTX DAYS TOTAL TA DA Ml SSI ONS

PROGRAM FY24 FY25 FY26 FY24 FY25 FY26 FY24 FY25 FY26 FY24 FY25 FY2
PFM 253 343 510 165 244 269 418 587 779 18 17 25
FSS 96 91 121 115 100 103 211 191 224 16 18 16
GFS 26 45 31 102 93 88 128 138 119 11 10 13
RSS 154 213 258 80 89 113 234 302 371 16 19 24
REVENUE 645 532 472 127 237 201 772 769 673 63 56 47
MACRO 92 67 49 103 95 117 195 162 166 12 7 11
MF R 0 5 0 147 115 193 147 120 193 11 10 18
DB M 178 78 256 14
TOTAL 1266 1296 1441 839 973 1084 2105 2269 2781 147 137 167

DB M 149 184 0 0 54 0 149 238 0 8 12 0
GRAND TOTAL 1415 1480 1441 839 1027 1084 2254 2507 2781 155 149 167

* The Debt Management program, funded by the IMF -HQ Japan Subaccount (JSA) in FY2024 andlY 2025 transitions to PFTAC funding from FY 2026

TABLE3. PFTAC TA DELIVERY PERCENT CHANGE

STX DAYS LTX DAYS TOTAL TA DA’ Ml SSI ONS
PROGRAM

FY24 FY25 FY26 FY24 FY25 FY26 FY24 FY25 FY26 FY24 FY25 FY2§6
PFM 36 % 49 % 48 % 10% 40 % 33 % -6 % 47 %
ERSES -5 % 33% -13% 3% -9 % 17% 13% -11%
GFS 73% -31% -9 % -5 % 8 % -14 % -9 % 30%
RS S 38% 21% 11% 27 % 29% 23 % 19% 26 %
REVENUE -18%  -11% 87% -15% 0 % 12 % 11% -16%
MACRO 27%  -27% -8 % 23 % 17 % 2% 42% 50%
MF R - -100 % 22% 68% -18% 61% -9 % 75 %
DB M - -3 % - 44 % - 8 % - 17%
TOTAL 2% 11% 16 % 11% 8 % 23% -7 % 22%
DB M 23 % 0 % - 0 % 6 0 % 0 % 50 % 0 %
GRAND TOTA 5 % -3 % 22% 6 % 11% 11% -4 % 12%
* The Debt Management program, funded by the IMF -HQ Japan Subaccount (JSA) in FY2024 and FY 2025, transitions to PFTAC funding from FY 2026.
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TABLE 4 FY 2025 KEY ACHIEVEMENTSAN SELECT PFTAC MEMBER COUNTRIE®AY 202 4 6 APRIL 2025)

KEY ACHIEVEMENTS FJI PNG

Improved staff capability to undertake risk analysis

RMI

TLS

TON

TUV

WSM

Improved tax compliance through taxpayer segmentation

REVENUE
ADMINISTRATION Enhanced taxpayercompliance

Completion of TADAT Assessment

Implementation of tax reform & Consumption Tax

KEY ACHIEVEMENTS FJI KIR

Completion of AgilePEFA Assessments

NIU

PLW

PNG

TUV

VUT

Completion of Climate -Public Investment Management

PUBLIC FINANCIAL
Assessment

MANAGEMENT
Revisions to PFMAct

Strengthened Green PFM Budget Practices

KEY ACHIEVEMENTS FJI KIR
Creation of macro-fiscal and VAT model

PLW

PNG

TLS

TON

VUT

WSM

Establishment of aMacroeconomic Committee

MACROECONOMIC X . .
PROGRAMMING Enhancements to financial programming model

AND Excel based model developed for budget preparation

FRAMEWORKS

Refine the Macro-Projection Tool

Training provided on Nowcasting/ Forecasting Policy
Analysis Systems

KEY ACHIEVEMENTS COK KIR

Developed GFS template reduced manual entry

NIU

RMI

WSM

Successful compilation of fiscal statistics for all sub
GOVERNMENT sectors

FINANCE Establishment of basic compilation process

STATISTICS -
Mapping of the Chart of Accounts to GFS taxonomy

refined

Aligned fiscal statistics with public accounts and
introduced a GFSbased revision policy

KEY ACHIEVEMENTS COK
Developed Producer Price Indexes

KIR

PLW

TKL

TLS

TUV

WSM

REAL SECTOR Compiled GDP estimates forlatest year

STATISTICS National accounts and CPI missions reestablished after

several years

Commenced Population of the Supply and Tables

KEY ACHIEVEMENTS COK FJI

Supporting the enhancement of regulatory frameworks
FINANCIAL for financial institutions

FSM

PNG

SLB

TLS

TON

SECTOR
SUPERVISION Upgrading risk-based supervision

Enhancing supervisory capacity

KEY ACHIEVEMENTS KIR PLW
Strengthening institutional frameworks for debt
DEBT management

PNG

PNG

SLB

TLS

TON

VUT

MANAGEMENT Development of a Debt Management Strategy

Development of the Local Currency Bond Market
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FIGURES. FY 2025 DISTRIBUTION OF TOTAL TA DAYS BY WORKSTREAM AND COUNTRY
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FIGURE4. FY 2025 WORK PROGRAM EXECUTION BY COUNTRY
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FIGURE 5 AGGREGATEPERFORMANCE ON MILESTONES AND DISTRIBUTION OF RATED MILESTONES BY WORK PROGRAM

PFM

6% = PFM

Fully Achieved
= REVENUE
= RSS
= GFS
= FSS

= MACRO

= MFR

MACRY
21% 6%
Not Achieved
32% ‘
Largely
Achieved
22%
REGIELY
Achieved
25%

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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TABLES.PFTAC6S | MPLEMENTATI ON OF RESULTS BASED LOGFRAMES AS AT APRI |

4. Results 3. Results Broadl: . . 1. Results Not - .
[ ) ) [ ) ) v @ 2. Results Partially Achieved @) ) No activity during
Achieved Achieved Achieved
(2.5<=1.5) FY25
(4.0<=3.5) (3.5<=2.5) (1.5<=1.0)
Cook - ) Solomon | Timor
Fiji FSM | Kiribati | Nauru Niue Palau PNG RMI Samoa Tokelau | Tonga | Tuvalu |Vanuatu
Islands Islands | Leste

Public Financial Management

Comprehensive, credible, and policy based budget preparation . .

Improved asset and liability management . .

Improved budget execution and control .

Improved coverage and quality of fiscal reporting

Improved PFM laws and effective institutions

Strengthened identification, monitoring, and management of
fiscal risks

Improved Public Investment Management

Strengthened revenue administration management and . . . . . . . . . . .

governance arrangements

Strengthened core tax administration functions . . . . . . . . . . . .
Devel op/strengthen banksd re:
frameworks . . . . . . . . . . . . .

Develop/strengthen cybersecurity regulations and prudential .
norms

Devel op/strengthen insurance .
supervision frameworks

Devel op/strengthen non-bank . . .
and supervision frameworks

Strengthen the toolkit for the identification of threats to .
financial stability and corrective policies

Strengthened capacity in financial stability policy making and .
implementation supported by a systematic approach

Stronger analytical skills and better macroeconomic . . . . . . . . . . . . . . . .

forecasting and policy analysis
Develop capacity in macroeconomic forecasting and policy

analysis to support policy decision making and . . . .
communications

Stronger analytical skills and better macroeconomic .
forecasting and policy analysis

Developing modeling and analytical capacity, establishing .
processes and organizational structure of FPAS

Strengthen compilation and dissemination of Government
Finance Statistics (GFS) . . . . . . . . . . . . . . .

Strengthen compilation and dissemination of Consumer Price . . .
Statistics
Strengthen compilation and dissemination of NAS - . . . .

Comprehensive updates and rebasing

Strengthen compilation and dissemination of National . . . . . . . . . . . . . .

Production, Income and Expenditure Accounts

Strengthen compilation and dissemination of Producer Price .
and Trade Price Statistics
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RBM PROGRAM UPDATE AS OF APRIL 2025

Across PFTACGO6s wor kstreams, i mpl ementati on of the RBM framegess. k cont.i

Revenue administrations are steadily advancing, with milestone achievement shaped by country needs and strengthened by assesments and
partnerships, though progress often requires revisiting past efforts. The PFM program, while tracking fewer milestones, reflects ongoing reform
through steady, targeted progress. In statistics, RSS achieved over half of its milestones in natioal accounts and producer prices, while CPI work
remains at an early stage. GFS saw2 percent of milestones largely or fully achieved, with progress reliant on inter-agency collaboration and
system upgrades. Macroeconomic Programming recorded notable gains in macro-fiscal forecasting, though embedding fiscal frameworks
remains a work in progress. MFR achieved @er half of its milestones, with key project completions expected by FY 2026. Meanwhile, FSS reflects
the long-term nature of supervisory reform, with banking oversight advancing and cybersecurity milestones achieved, while work in non-bank
sectors remains at an early stage.

REVENUE Revenue administrations are making steady progress, achieving significant milestonesWith a focus on the outcomes, milestones are
shaped by the needs of the administrations through surveillance, perception benchmarking, assessment (like TADAT), bilateralisits, and
coordination with other partners. This progress is not always linear and can require revisiting and reinforcing past capacity development efforts.
Overall, and over time, advancement continues, reflecting the resilience and commitment of the revenue administrations.

PUBLIC FINANCIAL MANAGEMENT: The PFM program uses fewer targeted and focused milestones. This explains the low percentage of overall
milestones for the program. Many of the PFM ratings are showing largely achieved as opposed to fully complete, as reforms are still ongoing.

REAL SECTOR STATISTICResultbased management plays a crucial role in shaping the strategic prioritization of our workplan. During FY 2025,
53 percent of RSS milestones were fully achieved, including the successful completion of all PPI milestones and 55 percent ofiational accounts
milestones. Additionally, there are ongoing national accounts milestones (28 percent) with expected completion in the coming years, alongside 17
percent that have yet to start. In the case of the CPI, 50 percent of milestonesare still pending initiation, as this work program has just begun.
Nevertheless, we have seen partial achievement in 38 percent of CPI milestones and full achievement in 13 percent. As a resuthe RSS work
program will maintain its focus on enhancing the compilation and dissemination of national accounts and CPI statistics.

GOVERNMENT FINANCE STATISTICSBY the end of FY 2025, significant progress was made in the GFS technical assistance program across
PFTAC member countries, showcasing the impact of resultbased management. Approximately 22 percent of targeted milestones were largely or
fully achieved. Many outcomes achieved thus far have depended on strong inter-agency cooperation. Progress in GFS relies on timely access to
source data and inputs from other government entities. Thus, continued collaboration and shared accountability across institutions are crucial for
sustaining momentum and achieving reform objectives. For instance, while regional FMIS upgrades slowed implementation, thesesystems are
expected to enhance data quality and operational efficiency over time.

MACROECONOMIC PROGRAMMING: The ResultsBased Management indicators in the Macroeconomic Programming and Analysis workstream
represent long-term goals focused on enhancing macro-fiscal forecasting, budget presentation, and embedded fiscal rules. Steadyprogress has
been achieved in several countries through multiple targeted missions. Notably, there has been significant advancement in adopting macro -fiscal
models for economic and fiscal forecasting, with five countries receiving an improved rating in thi s regard over the past year. However, further
improvements are necessary to establish embedded based fiscal policy frameworks.

MACROECONOMIC FRAMEWORKS51 percent of MFR milestones were fully achieved by FY 2025 with key milestones being completed for
projects in Samoa and Vanuatu. It is anticipated that the objectives for several MFR projects will be fully achieved by the end of FY 2026: this will
require commitment from authorities to complete the final steps. For the new projects that commenced in FY 2025, the MFR work program will
focus on tools and model development, supported by developing stronger analytical skills and bett er macroeconomic forecasting and policy
analysis.

FINANCIAL SECTOR SUPERVISIONAs of end-April 2025, 14 percent of milestones were fully achieved, 12 percent largely achieved, and 20
percent partially achieved, reflecting the long-term nature of most work, expected to be fully implemented over the next 2 -3 years. This highlights
the ongoing need for PFTAC support during implementation. Most milestones focus on banking regulation and supervision, emphasizing the
dominance of banking sectors in PICs' financial systems. Furthermore, milestones related to deeloping and strengthening cybersecurity
regulations and prudential norms have been fully achieved, showing the PICs' awareness of heightened risks. In contrast, progess in the non-
banking sector remains low, partly because this work began only in the last three years and partly due to the authorities' focus on banking sector
issues.
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TABLEG6. IMPLEMENTATION OF FY 2025 WORK PROGRAM (TA DAYS)

BENEFI CI ARY LTX STX FI NAL BASELI I BASELI NE REVI SE REVI SED
COUNTRY DAYS DAYS OUTTURN PLAN EXECUTI ON PLAN EXECUTI ON
REGI ONAL 157 133 290 320 91% 298 97 %
COOK | SLAND 47 63 110 129 85 % 103 107 %
Fl J1 103 111 214 195 110% 283 76 %
FSM 13 17 30 19 158% 18 167 %
KI RI BATI 19 155 174 187 93 % 161 108%
NAURU 34 34 68 48 142% 6 4 106 %
NI UE 29 71 100 41 244 % 67 149%
PAL AU 52 97 149 120 124 % 133 112%
PAPUA NEW G| 112 81 193 227 85% 203 95 %
MARSHALL | S 46 61 107 73 147 % 105 102%
SAMOA 53 94 147 216 6 8 % 171 86 %
SOLOMON | SL 34 54 88 155 57 % 1009 81%
TI MQRESTE 65 123 188 204 92 % 202 93 %
TOKEL AU 12 17 29 29 100% 29 100%
TONGA 63 16 79 121 65 % 120 6 6 %
TUVALU 48 132 180 160 113% 188 96 %
VANUATU 86 37 123 222 55 % 218 56 %
TOTAL 973 1296 2269 2466 92 % 2472 92 %
FRAGI LE STA] 337 623 960 1@5 9 %% 986 9 %

TABLE7. IMPLEMENTATION OF FY 2025 WORK PROGRAM (TA ACTIVITIES)

BENEFI ClI ARY ACTI VI TI E BASELI N BASELI NE EXE! REVI SEI REVI SED EXE(
COUNTRY DELI VEREEL PLAN RATE PLAN RATE
REGI ONAL 21 24 88 % 23 91 %
COOK | SLANDES 7 9 78 % 7 100%
El J1 11 14 79 % 17 65 %
ESM 2 2 100% 3 67 %
Kl Rl BATI 9 9 100% 8 113%
NAURU 5 4 125% 4 125%
NI UE 4 3 133% 3 133%
PAL AU 7 7 100 % 8 88 %
PAPUA NEW GU 16 18 89 % 18 89 %
MARSHALL | S 6 5 120% 7 86 %
SAMOA 10 12 83 % 12 83 %
SOLOMON | SLZ4 8 12 67 % 8 100%
TI MAQRESTE 11 14 79 % 12 92 %
TOKELAU 2 2 100% 2 100%
TONGA 6 5 120% 7 86 %
TUVALU 7 7 100 % 8 88 %
VANUATU 5 16 31% 11 45 %
TOTAL 137 163 84 % 158 87 %
FRAGI LE STAT 59 67 88 % 6 4 92 %
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BOX 1. FY 2025 REGIONAL WORKSHOPS: BUILDING CAPACITY AND FOSTERING COLLABORATION ACROSS THE PACIFIC

PFTACOds Regional
- 230+ participants from 16 countries

- 55 percent women representation

Engagement s

mpact Snapshot:

- 9 regional events advancing resilience, transparency, and modernization
- Partnerships with PITAA, AFSPC , SPC, SIAP, and the IMF (FAD, ICD, MCM, SPR, STI)

STRENGTHENING TAX AUDIT CAPABILITY

Focus: Complex tax audit issues for senior tax auditors
Achievement : Strengthened technical capacity to
address evolving audit challenges and fostered peer
collaboration for improved enforcement and voluntary
compliance.

CYBER RISK REGULATION & SUPERVISION

Focus: Cyber governance, risk management, incident
reporting

Achievement : Introduced a model prudential standard,
enhanced supervisory capacity, and set the stage for
broader adoption and tailored support across PICs.

AFSPC ANNUAL MEETING & WORKSHOP

Focus: Basel Pillar 2 implementation and emerging
financial risks

Achievement : Identified priority supervisory needs,
launched a working group on IFRS 17, and advanced
dialogue on cyber, climate, and virtual asset risks.

TAX REGISTRATION FOR REVENUE MOBILIZATION
Focus: High-integrity taxpayer registers and VITARA
training

Achievement : Action plans developed to improve
taxpayer registers; Post training quiz attained 90%
success rate.

DEBT SUSTAINABILITY FRAMEWORK TRAINING
Focus: Joint IMFWorld Bank Debt Sustainability
Framework (LIC DSF)

Achievement : Trained 30 middle and senior-level
officials on the LIC DSF, providing essential tools to
assess public debt sustainability, support financing
decisions, and reduce future debt risks in low-income
countries.

PITAA ANNUAL HEADS MEETING

Focus: Modernizing tax administration in the Pacific
Achievement : Developed PITAA strategic and CD
plans, discussed tax policy needs in the region,
prioritized digital transformation and advanced expert
knowledge-sharing in tax administration good practice.

CONSUMER PRICE INDEX FUNDAMENTALS
Focus: CPI methods, HIES updates, and imputation
techniques

Achievement : 22-point post -test score increase;
participants gained practical skills in index compilation
and quality adjustment methods.

LOCAL CURRENCY BOND MARKET DEVELOPMENT
Focus: LCBM assessment using IMF/World Bank
framework

Achievement : Countries produced heatmaps and
reform roadmaps; enhanced coordination between
ministries and central banks for market reforms.

MACROECONOMICS OF CLIMATE CHANGE
Focus: Climate adaptation, fiscal resilience, green
financing

Achievement : Firstof-its-kind course in the Pacific;
equipped policymakers with strategic tools for clean
energy transitions and risk buffering.

GOVERNMENT FINANCE & PUBLICSECTORDEBT
STATISTICS

Focus: GFS/PSDS concepts, classification, and
transparency

Achievement : Introduced DAA framework and climate
indicators; strengthened regional coordination on
accurate fiscal andpublic sector debt reporting.



TABLES. FY 2025 REGIONAL WORKSHOPS AND TRAININGS

SECTO PARTNER LOCATI
I CD/ ST
MACRO Suva,
FAD
FSS Suva,
FSS MCM Suva,
GFS STA Suva,
RS S SPC/ S| A Nadi ,
REVENI PI TAA Suva,
REVENI Pl TAA Suva,
DBM SPR Nadi ,
DBM Suva,
DB M Nadi

TOPI C DAYS MALE FEMAL TO

Macroeconomi cs o fWoGQlkisrhaot} 9

‘From Data to Adaptation 1 12 21 33

Scenari osL eaned SReiase

‘Workshgplon Cyber Risk R 3 18 16 34

Supervision

Associ ati onSwgerFvinanrcyd ad

‘Countries (AFSPC) Meetin 5 14 17 81

| Government Finance Stati 5 14 22 36

‘Work_shop.on Consumer Pri 5 9 3 17

Compil ation | ssues

WorkshNJapV|gat-|ng Compl ex 5 9 7 16

Il ssues, Evasion and Use

| Wor kshRoepgi stration for R 5 6 17 23

TOTAL 38 82 108 190

‘Pa(:legcona_l DSA t r-adonoikn g 5 14 12 26

I sl ands, Ni ue, Naur u)

‘Reg|ona| Wor kshop on Loc 5 12 14 26

Mar ket

Medi-Uemr m Debt Management

I . . } 5 4 3 7

-Training for Trainers

GRAND TOTAL 53 112 137 249
45 % 55%

TABLEO9. FY 2025 FINAL PROGRAM OUTTURN (US DOLLAR) AND PERCENT OF BUDGET EXPENDED

Project

Phase Summary

Program

Budget
Public Financial Management 11,500,000
Revenue Administration 8,500,000
Financial Sector Supervision 4,300,000
Real Sector Statistics 4,600,000
Government Finance Statistics 3,300,000
Macroeconomic Programming 3,300,000
Macroeconomic Frameworks 3,300,000
Debt Management 3,000,000
Financial and Fiscal Law 700,000
Admin Project 800,000
Governance and Evaluation 300,000
Strategic Budget Reserve 400,000

Sub Total

Trust Fund Management

44,000,000

3,080,000

47,080,000

IMF Expenses
GRAND TOTAL

3,500,000

50,580,000

Working
Budget

8,411,001
8,484,639
1,740,133
4,526,737
1,814,257
1,965,098
1,855,677
2,600,000
700,000
438,336
120,000
32,655,878
2,285,911
34,941,789

2,859,120
37,800,909

*Trust Fund Fee is 7 percent ofthe funds utilized for TA delivery
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Expenses

3,084,245
3,448,009
1,718,047
1,673,172
984,699
1,328,442
1,078,340
90,499
158,277
18,980
13,577,710
950,440
14,528,150

1,716,636
16,244,786

FY 2025
Working Expenses Execution
Budget (%)

1,700,000 1,512,229 89%
1,700,000 1,753,370 103%
860,000 897,914 104%
860,000 886,435 103%
660,000 490,442 74%
660,000 683,344 104%
600,000 522,662 87%
140,000 18,120 13%
160,000 58,941 37%
30,000 18,980 63%

80,000 - -

7,450,000
521,500
7,971,500

6,842,437
478,971
7,321,408

886,710
8,208,118

243%
98%

365,587
8,337,087

TRAI NI
DAY S

297

33

102

155

180

85

80

115

1047

130

130

35

1342

FY 2026

Working
Budget

2,700,000
1,700,000
860,000
960,000
660,000
660,000
700,000
860,000
140,000
160,000
150,000
80,000
9,630,000
674,100
10,304,100

917,745
11,221,845

35



TABLE10. PFTAC PHASE VI MAY 2023 6 APRIL 2028) FUNDING STATUSAS AT APRIL 2025

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

Partners 37,347,087 26,040,074 9,377,845
Asian Development Bank 12/12/2022 uUsD 1,000,000 1,000,000 1,000,000 -
Australia 5/7/12024 AUD 11,000,000 7,340,674 4,327,950 2,877,845
European Commission 12/13/2022 uUsD 5,183,000 5,183,000 5,183,000 -
European Commission Pending UsD 1,846,750 1,846,750 - -
Japan 5/7/2024 usD 6,000,000 6,000,000 3,600,000 2,400,000
Korea 12/19/2022 Usb 3,500,000 3,500,000 3,500,000 -
Korea 1/21/2025 usD 5,000,000 5,000,000 900,000 4,100,000
New Zealand 6/21/2023 NzD 6,000,000 3,699,821 3,705,594 -
United Kingdom 5/23/2024 GBP 2,000,000 2,542,912 2,589,600 -
United States 12/16/2024 usD 1,233,930 1,233,930 1,233,930 -
Members 4,067,500 646,000 1,296,500
Cook Islands 3/21/2024 usD 115,000 115,000 23,000 92,000
Fiji 3/27/2024 usD 705,000 705,000 282,000 423,000
Kiribati Pending UsD 85,000 85,000 - -
Marshall Islands Pending usD 115,000 115,000 - -
Micronesia Pending UsD 115,000 115,000 - -
Nauru Pending usD 85,000 85,000 - -
Niue 6/11/2024 usD 37,500 37,500 - 37500
Palau Pending usD 115,000 115,000 - -
Papua New Guinea Pending UsD 1,410,000 1,410,000 - -
Samoa 9/14/2023 usD 170,000 170,000 34,000 136,000
Solomon Islands Pending UsD 170,000 170,000 - 170000
Timor Leste 5/3/2023 usD 560,000 560,000 224,000 336,000
Tokelau 5/2/2023 usbD 10,000 10,000 - 10,000
Tonga 5/17/2023 usD 175,000 175,000 83,000 92,000
Tuvalu Pending usD 30,000 30,000 - -
Vanuatu Pending UsD 170,000 170,000 - -
Partners and Members Total 41,414,587 26,686,074 10,674,345
Internal Transfers 3 713,805 713,805

Korea 128,539 128,539

New Zealand 577,009 577,009

Samoa 7,741 7,741

Tokelau 516 516

IMF 3,500,000

Grand Total 45,628,392 27,399,879 10,674,345
Program Document Budget 50,600,000

Funding Gap (4,971,608)

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).
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BOX 2. PHASE VI BUDGET AUGMENTATION

In accordance with the Phase VI Program Document  covering FY 2024 & FY 2028 (May 2023 & April 2028), the
overall program budget has been revised from US$43.5 million to US$50. 6 million.

This augmentation enables the integration of the Debt Management Program and the establishment of a Green Public
Financial Management initiative, each with a dedicated allocation of US$3 million over the remaining three fiscal years
of the phase (FY 205 8 FY 2028). Additionally, minor increases have been allocated to the Real Sector Statistics and
Macroeconomic Frameworks workstreams in response to increased demand.

The inclusion of Japan, the United Kingdom, and the United States as new development partners has significantly
contributed to narrowing the funding gap. Additional contributions of US$5 million from the Republic of Korea and
US$185 million from the European Union (with a portion of the funding softly earmarked for climate PFM initiatives)
have enabled PFTAC to increase its overall budget and fulfill the commitments outlined in the Phase VI Program
Document.

As of April 31, 2025, total signed contributions and pledges under negotiation amount to US$45. 6 million, or 90
percent of the revised budget. This includes:

1 US$37.3 million in signed agreements from eight development partners (Australia, New Zealand, European
Union, Japan, Republic of Korea, United Kingdom, United States, and Asian Development Bank);

T US$3.5 million IMF contribution;

US$4.0 million in pledges from member countries; and

1 US$0.7 million in internal transfers.

=a

Steering Committee members were formally informed of this budget augmentation on February 27, 2025. A
comprehensive financial update, including detailed information on partner and member disbursements, is presented
below.

The additional contributions, consistent with the objectives set out in the Phase VI Program Document, will
support the implementation of the following key priorities:

Establishment of the Green Public Financial Management program : This initiative will support the integration of
climate-related risks into national PFM systems through a structured and country-tailored approach. It will be delivered
through the recruitment of a third long -term PFM advisor based at PFTAC for an initiathree-year period,
complemented by targeted technical assistance from IMF HQ in the areas of Climate PFM and Public Investment
Management (PIM).

I ntegration of the Debt Management :Theprograna which cotnmencedHnfFXC6 s Cor e
2021 with funding from Japan under the IMF HQ Japan Subaccount (JSA),willbé ul 'y transiti oned to PFT,
operations. A dedicated long-term advisor will be appointed to provide sustained capacity development in debt

management over the remaining three years of Phase VI.

Enhancement of the RSS and MFR Programs : To respond to growing demand from member countries, the budgets

of both the RSS and MF programs will be increased by US$300,000 each for the remainder of the phase. These
enhancements wil|l strengt hen me mbaguality economid staiisecsand develod i t y t o ¢ o mj
robust macroeconomic forecasting frameworks.



TABLE 11.PFTAC PHASE VI BUDGED BASELINE VS. REVISED BUDGET

PHASE REVI SED

BUDGET Vi

BUDGET ( US M QLLL)/OR AUGMENTAT

CD DELI VERY WORKSTREAM 35. 9 6 42.5
1. Public Financi al Manag 8.5 11.5
2. Revenue Administration 8.5 8.5
3. Macroeconomic Progr amn 3.3 3.3
4 . Re al Sector Statistics 4. 3 0.3 4.6
5. Gover nmenRu bFliincan&eet t&t 3.3 3.3
6 . Macroeconomic Framewor 3.0 0.3 3.3
7. Financi al Sector Super 4. 3 4. 3
8. Finance And Fiscal Leg 0.7 0.7
9. Debt Management 0.0 . 0 3.0
NONCD DELI VERY 1.5 1.5
1. Admi ni stration 0.8 0.8
2. Goveandakeal uati on 0.3 0.3
3. Strategic Budget Reser 0. 4 0. 4
SUB OTAL 37. 4 6.6 44.0
Trust Fund Manage mdn tSudths a 2.6 0.5 3.1
TOTAL 40.0 7.1 47.1
IMFEx penses 3.5 0.0 3.5
GRANDOTAL 43.5 7.1 5 06.
TABLE 12.PFTAC PHASE VI FUNDING STATUS AS OF APRIL 2025
FI NANCI NG ADDI TI ON FUTURE
(US DOMLARI ON COMMI T MENT CONTRI BUT CONTRI BUT CONSOLI D4
DONORS 30.5 5.0 1.8 37.3
1. Asi an Devel 1.0 1.0
2. Australia 7.3 7.3
3. European Co 5.2 1.8 7.0
4 RepublKioos eaf 8. 5 5.0 8.5
5. New Zeal and 3.7 3.7
6 Japan 6.0 6.0
7. United King 2.5 2.5
8 United Stat 12 12
MEMBEROUNTRI ES 4.1 4.1
I NTERNAL TRANSF 0.7 0.7
I MFE CONTRI BUTI O 3.5 . B
TOTAL 38. 8 4 56.
FI NANCI NG GAP 4.7
REVI SED FI NANCI 5.0

* The difference between the funding gap reported in the FY24 annual report (US$4.8 million) and the current financing gap reported
in this table (US$4.7 million) is due to transfer of Koreads balance from Phase



SECTION I

KEYACHIEVEMENTSN FY 2025

Improving efficiency and effectiveness

of revenue administrations  through
benchmarking . For a second year in a row,
most tax administrations completed a self-
assessment using the PFTAC/PITAA
Benchmarking Tool Improvements were
noted in gender, capability, risk
management, analytics, registration, and
international engagement. Notable
achievements included a 10-point
improvement in gender initiatives, an 8-
point enhancement in capability, and a 7-
point advancement in risk management.

Domestic Revenue Mobilization (DRM)

is driving CD. Countries seeking to

improve revenue collection are increasingly
focusing on DRM, supported through
various approaches.Partnering PACER Plus
and OCO, we delivered in-depth training

on maximizing the benefits of VAT and
managing tax expenditures. Samoa and
Tonga have increased their staff capability
to undertake risk analysis to target cases
with likelihood of tax discrepancies. We
helped segment the taxpayer base in both
Timor -Leste and Fiji to improve tax
compliance and revenue collection.

Samoa, Timor -Leste, Tuvalu, Fiji and

Cook Islands are enhancing taxpayer
compliance with
services, collections and audit.Papua New
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Guinea undertook a TADAT assessment to
identify areas for tax system improvement.

Enabling small countries to achieve
important reforms. The Marshall Islands is
implementing a tax reform to create a
fairer and more efficient system, including
introducing the Marshall Islands
Consumption Tax (MICT) and adjusting
income tax rates. PFTAC has provided
crucial policy advice and technical
assistance for this strategy and its phased
implementation. Additionally, PFTAC
supported Timor-Leste in preparing to
implement a VAT by reviewing their VAT
implementation plan and developing
proposals on organizational structure and
job descriptions.

Applying expertise to digital
enablement . As many countries in the
region
processing system, PFTAC continues to
help countries prepare for the future.
PFTAC continues to support the five
smallest Pacific countries Kiribati , Nauru ,
Niue, Palau, and Tuvalu,) involved in the
joint PITAA, PFTAC and ADB initiativeNew
system business case development support
was provided to Tonga. Detailed analysis
was undertaken on the potential benefits

of the Pacific One Stop Shop (POSS)

have no or an

P F T A C BRFACdasilitajed the developmpend of a

digital strategy, vison and road map for
Fiji. There has been good progress in new

REVENUE ADMINISTRATION

tax systems procurement: Papua New
Guinea signed a contract for a new tax
processing system; Marshall Islands
prepared an RFP andKiribati secured
funding for an upgrade. The Solomon
Islands continued the implementation of
their new system,

Collaborating to achieve results . The
cooperation between PFTAC and
development partners, as well as providers
of CD, has increased. In FijiPalau, Rapua
New Guinea, Solomon Islands, Tuvalu,
Marshall Islands and FSM, knowledge is
being shared, efforts are being aligned,
and work is being complemented to
support tax reform and modernization.
Collaboration ensures that CD meets the
specific needs of each country, providing a
structured and unified approach to
improving DRM and strengthening tax
adenimistratiorf systeind. Webacknawvledge
the Australian Tax Office (ATO), Asian
Development Bank (ADB), World Bank,
Australia Pacific Partnership Platform,
Graduate School USA, OCO, PACER Plus,
PITAA

Fostering inter -country collaboration

and networking . A tax technical network
was established to strengthen
collaboration among Pacific Island revenue
administrations through knowledge

sharing and tax technical training. Key
outcomes included the formal
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establishment of network connections, the
appointment of Samoa's Ministry of
Customs and Revenue CEO asetwork
champion, and the identification of
priorities for fostering engagement and
leadership. In the first two webinars,
participants engaged in discussions on
transfer pricing and domestic deduction
rules. Following the webinars, discussions
are continuing betwe en countries on a
dedicated platform suchaso T e a ms 6
channel. This supports ongoing peer-
learning and knowledge exchange.
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PROGRESS IN THE IMPLEMENTATION
OF THEFY 2025WORKPLAN

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

The fully
overall Medium-Term Work Program. In
close collaboration with the FAD Revenue
administration divisions in HQ, the two
resident advisors as well as a pool of short

program i s

term experts will implement the workplan.
In addition, the FAD Tax PolicyDivision, in
coordination with the revenue
administration division, provides tax policy
expertise to review and advise on tax policy
options in the Pacific.

The approach to CD delivery includes in
country and remotely delivered activities
and workshops. Prior to workshops,
country officials are contacted to explain
the workshop's purpose and expectations
with follow -up remote assistance to assess
further needs.

PFTAC facilitated the delivery ofregional
events, mostly in partnership with PITAA
and a joint event with PACER Plus and
oco.

9 25 officials attended a five-day practical
workshop on Tax Registration in Fiji. A
post workshop was provided with bi-
lateral support and mentoring was
provided.

9 Building on the 2024 Complex Tax
Technical workshop, a regional Pacific
Tax Technical Network has been
established. Meeting virtually during this
period, the network is led by the CEO of
Samoa Revenue and Customs, to
promote peer learning and collaboration
on complex tax issues. Training was
provided on technical topics, and
countries shared current and emerging
issuesand learning.

A four-day joint workshop with PACER Plus
and PITAA was conducted in collaboration
with OCO and NZ and Australia Customs.
The workshop focused on Domestic
Resource Mobilization , optimizing VAT
and reducing tax foregone through review
of tax expenditures as a means to address
revenue losses from trade liberalization.

1 hhe ktgrpagiona QurveyioftReRvVErA D 6 s
Administrations (ISORA ) is an annual
feature of the Revenueprogram with the
approach refined each year to meet
needs of each member country.

9 Detailed analysis of VAT data was
undertaken to understand potential
benefits of the POSSfor PFTAC
jurisdictions.

9 PFTAC initiateda Pacific Digitalization
Project to support Kiribati, Nauru, Niue,
Palau, and Tuvalu. Delivered by the ADB,
PFTAC provided supportin the inception
phase to undertake a technical analysis.

The assistance to theCook Islands
provided the administration guidance on
enhancing revenue mobilization for both
current needs and future sustainability:

9 An introduction to Medium Term
Revenue Strategy (MTRS) was completed
with the Cook Islands Ministry of Finance
and Economic Management. To maintain
tax to GDP ratio between 26 to 30
percent of GDP, the focus remains on
enhancing collection of non -tax
revenues and tax administration
improvements.

9 A streamlined CD plan was developed to
help focus on the basics of core tax
compliance.

9 Training was conducted for the
Collections team on strategic compliance
approaches, enhancing skills in tax
return filing, debt management and
establishing measurable key
performance indicators.

Support for Fiji focused on enhancing the
broader enablers of tax compliance and re-
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evaluating strategies for managing large
business taxpayers

1 A digitalization vision, strategy and road
map was developed to guide the future
digital investment decisions by Fiji
Revenue and Customs Service (FRCS)

9 A comparative study was completed to
learn from tax agent models in NZ and
Australia; and address unregistered tax
advisors.Recommendations included

establishing a second tier of tax
intermediaries for Small and Medium
Enterprises (SMEs) and developing a
value proposition to formalize informal
tax services.

Measures aimed at improving resource
management, addressing high risks, and
enhancing compliance for large
businesses were proposed. These
included further segmentation of large
businesses and a specific focus within
the compliance improvement strategy.
Regular compliance checks for thegold
card program were proposed to ensure
adherence to regulations and an all-
encompassing approach by FRCS to
manage large business compliance.

Standard operating procedures for the
gold card program were updated and
aligned to large new business criteria. A
standardized taxpayer analysis
framework and report were developed
to guide gold card membership
decisions and support consistent
analysis.

Assistance to theKiribati Tax Department
(KTD) focused on enhancing taxpayer
services and ensuring compliance with
updated tax regulations:

9 The taxpayer communications plans,
products and standard operating
procedures were reviewed and updated.
Training systems and processes for
managing conflict of interest were an
additional focus. Communications plans
were created for filing and payment,
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common taxpayer errors, and non-
resident withholding taxes.

9 The audit and compliance staff were
trained on the new Income Tax Act 2023
and emphasized high-risk areas such as
withholding taxes and taxable incomes.
Enhancements in debt collection
strategies were also identified.

1 Implementation plans for new tax
measures, including International
Transportation Income Tax (ITIT), non
profits and donations, and VAT changes
were developed. The plans outlined
tasks, accountabilities,dependencies,
and timeframes, as well as
communication strategies for taxpayers.

The Marshall Islands Division of Customs,
Treasury, Revenue and Taxations
embarking on the tax regime
modernization including the introduction
of VAT and the shift from turnover to profit
taxes for larger businesses. Supported by
IMF and PFTAC included:

9 A review of the tax administration

information system was completed, and
advice was provided to support the
procurement of tax administration
management software.

Therequest for proposal documentation
for the Integrated Revenue Management
System (IRAS) was reviewed to ensure it
is market ready.

The operational roadmap, stakeholder
engagement plan, and communication
plan were developed to strengthen
wages and salary tax reforms

Following a training needs assessment
conducted by the newly appointed Deputy
Secretary of Nauru Revenue Office(NRO),
PFTAC enhanced the skills and capabilities
of NRO staff in implementing the
compliance improvement strategy and
improved the skills of auditors for
compliance action with small businesses.

9 A needsassessment and aninception

report were developed as part of the
Digitalization Roadmap project being led
by the ADB. The Digitalization Roadmap
will inform options for a tax
administration system upgrade or
replacement.

9 In conjunction with ADB, additional

activity on digital enablement and risk
management was completed.

In Palau, assistance was provided to align
operational capabilities with modernization
plans.

Support provided to improve
headquarter functions and progress
implementation of a contemporary
organization structure, management and
operational arrangements.

PFTAC facilitatedpeer-to-peer learning
by bringing together Palau and Marshall
Islandsrevenue administrations to
collaborate on tax reform and digital

transformation.

Further support was provided to Papua
New Guinea Internal Revenue Commission
(IRC) to transition to a new organizational
structure and improve planning and
performance measures.Advice was
provided on enhancing performance
indicators, refining reporting cycles, and
improving report content for both internal
and external stakeholders. This work was
conducted in preparation for the upcoming
TADAT reassessment.

9 Previous HR planning and organizational

change implementation activities were
progressed. This included support to
adopt a learning and development
framework. Employee skills and skill gaps
were identified, and a learning and
development strategy was developed in
line with IRC's goals, while promoting
inclusiveness and continuous
improvement.

FAD led the TADAT with the support of
PFTAC revenue administration advisor
The first activity focused on TADAT
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preparation and training while the
second on TADAT formal assessment.

Strengthening audit capability remains an
ongoing priority for the Samoa Ministry of
Customs and Revenue (MCR). This includes
the development of risk assessment
capabilities through the establishment
foundational processes, the formation of a
dedicated risk assessment team and the
design of a comprehensive pilot plan to

test its application and evaluate its
effectiveness

9 Tax evasion training was delivered to all
audit staff. Coaching, support and
training for team leaders and their staff
on emerging tax issues were provided.

9 Continuing the risk focus, a review of the
MCR compliance improvement strategy
and plans was completed. Guidance was
provided to formulate robust estimates
of segment tax gaps and training to
improve case selection analytics. Training
on the use of the IMF risk differentiation
tool was delivered.

The Solomon Islands Inland Revenue
Division (IRD) is undergoing tax
modernization reforms through ADB.
PFTAC supports the ADB delivered reform
program by providing complementary
support with debt collection to enhance
the timely payment of taxes and debt
management.

9 Improvements to staff engagement and
the development of a staff capability
framework and implementation plan was
completed. The latter included
identifying key capabilities for teams.
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9 Assistance was provided to develop a
post assessment section and quality
assurance function.

CD for Timor -Leste Tax Authority (TLTA)

focused on Audit, VAT implementation and

taxpayer services. Building on previous
development of audit standard operating
procedures, an audit training and
development plan was developed, and
training provided on developing a
domestic revenue full audit case plan.

1 A second audit activity finalized the
standard operating procedures,
delivered further targeted training
covering technical tax issues and
explored approaches to auditing large
taxpayers in key sectors.

9 A series ofthree CD assignments were
conducted, focusing on implementing
the Taxpayer Services Plan for the
Petroleum Mineral Department (PMD),
compliance trends, and creating a
Taxpayer Perception Survey. Key
initiatives, including launching an e-
services pilot have progressed well,
enhancing service delivery and
compliance facilitation. The TPS interim
structure has increased taxpayer
engagement, with effective marketing
efforts leading to significant e -filing
uptake among PMD taxpayers.

9 The taxpayer service operational plan
was updated, an implementation plan to
addresstaxpayer perception survey
findings was developed, and a business
processwas createdto expedite the
approval of new educational materials
and products. Renewed efforts for TLTA
to take full control of the taxpayer

registration process and the issuance of
taxpayer identification numbers were
facilitated with the external provider to
improve taxpayer registration. All TLTA
staff attended a two -day workshop to
create organizational awareness of the
taxpayer servicefunction.

The Tonga Ministry of Revenue and
Customs (MoRC) sought assurance that
their plan and business case for a new tax
processing system were aligned with a
forward-looking perspective on broader
reform and modernization plans, digital
needs, and opportunities.

9 The CDfocused on enhancing the
compliance risk management capabilities
in MoRC. This included a review of
enterprise risk management compliance
improvement strategy and plan. Training
was provided on estimating segment tax
gaps for compliance risk management
prioritization and case selection
analytics, using the IMF Excel Risk
Differentiation Framework (RDF) tool.

Assistance toTuvalu Revenue and
Customs Department (TRCD) aimed to
strengthen staff capabilities in
administering the Tuvalu Consumption Tax.
Targeted training on compliance,
enforcement, and audit processes was
delivered, a forerunner to further CD to
develop approved forms, standard
operating procedures, practice statements,
and an audit manual.

A draft strategic plan was developed with
the Vanuatu Department of Customs and
Internal Revenue (DCIR) through
workshops with senior leadership and staff.
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BOX 3. TRANSFORMING TAXPAYER SERVICES IN TIMORESTE: A SUCCESS STORY

Innovative Pilots and Achievements in the Petroleum and Mining
Directorate : At the request of the Commissioner of the TLTA, a series of
activities were conducted from July 2024 to February 2025 These efforts
concentrated on implementing the Taxpayer Services (TPS) Plan for the
Petroleum and Mining Directorate (PMD), establishing compliance trends,
and creating a tailored taxpayer perception survey.

Key Success and Results: The implementation of the PFTAC CD
recommendations, initiated in March 2024, has been commendable.
Significant progress includes the launch of an e-services pilot for PMD
taxpayers, the appointment of a project manager, and the approval of an
interim PMD structure with a TPSfunction. The establishment of a
working group for the SIGTAS implementation has been pivotal, focusing
on PMD taxpayers, and the approval of a TPS Project plan has ensured
structured progress.

Pilot Projects: A Pathway to Innovation : The e-services pilot project has been a highlight, demonstrating the value of pilots in
introducing new initiatives. With effective marketing efforts, 32 of 36 PMD taxpayers have successfully completed e-tax training, which
includes registration, tax return submission, and portal navigation. This pilot has significantly boosted e-filing uptake, highlighting the
potential of pilot projects to facilitate smooth transitions and adoption.

Recognizing Achievements : The interim TPS structure has markedly enhanced service delivery and compliance facilitation. It has
heightened awareness of the need for taxpayer engagement, leading to initiatives such as compliance-promoting articles and the TPS
survey. These efforts underscore the importance of considering TPS as a core tax function.

Operational Progress and Future Planning : The TPS Operational Plan has gained momentum, focusing on developing educational
material on tax obligations, deadlines, and procedures, and promoting e-services through targeted outreach and communication
programs. The PMD TPSoerception survey has provided valuable insights into areas for improvement, encompassing service levels, filing
processes, staff helpfulness, policy clarity, website quality, and efiling ease. Addressing these concerns is a priority to enhance efficiency
and taxpayer experience.

Overall, the series of capacity development assignments has yielded significant progress in implementing the TPS Plan for PMDThe
success of key initiatives, including the e services pilot and effective marketing efforts, has been instrumental in enhancing service
delivery and compliance facilitation. Recognizing the achievements along the way has demonstrated the value of pilots in introducing
new initiatives and fostering taxpayer engagement.
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PITAA/PFTAC REGIONAL WORKSHOP
ON NAVIGATING COMPLEX TAX
L AUDIT ISSUES

Revenue Workshop on Navigating Complex Tax Technical Audit Revenue Workshop onTax Registration for Revenue Mobilization
Issues

BOX 4. PACIFIC REVENUE ADMINISTRATION TECHNICAL NETWORK

Following a successful fiveday training session on tax technical matters, the Tax Technical Network waofficially launched. This initiative
aims to build a strong technical community to collaboratively address tax -related challenges through knowledge sharing and peer-to-
peer learning. The network is championed by the CEO of the Samoa Ministry for Customs am Revenue, with ongoing support from
PFTAC.

The Network facilitated peer-to-peer learning and collaboration among PFTAC membercountries, including the Cook Islands, Fiji, Papua
New Guinea, Samoa, Solomon Islands, and Tonga. Participants have engaged in virtual roundtable discussions to explore completax
issues, share experiences, and receive targeted tax technical training. Téintroduction of a network champion has promoted active
engagement and leadership within the network.

The Network has provided several benefits, including:

f  Enhanced Collaboration : Members have been paired with countries within the network to encourage mutual engagement and
shared learning. This has fostered meaningful relationships and open communication.

f  Knowledge Sharing: The network champion has played a critical role in promoting collaboration and knowledge sharing,
highlighting the importance of leadership in encouraging active engagement.

 Capacity Building: Participants have received expert guidance oncomplex technical issues, contributing to the overall technical
capacity of the network.

 Sustained Commitment: The long-term viability and success of the network rely on the continued commitment of its
members, ensuring the network remains sustainable over.

Since its establishment, several key learnings have emergefi most notably, that a network does not form on its own. It depends on the
active engagement of its members to contribute, communicate, connect, collaborate, share capabilities, and remain committed. While
PFTAC will continue to support the network, the long-term vision is for it to become increasingly self-sustaining, with oversight provided
through PITAA.
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BOX 5. MARSHALL ISLANDS: FROM INCOME TAX REFORM TO A MODERN TAX SYSTEM

The Republic of the Marshall Islands is undertakinga comprehensive tax reform , structured in a two-phase strategy and bolstered by
strong regional collaboration. Preliminary reform efforts in the 2010s , including the 2012 draft legislation and Graduate School USA
modeling, established the foundation but were not implemented.

Recent years have seen renewed momentum culminating in the commencement of phase one in October 2024. This phase concentrated
on reforming personal income tax by raising the tax-free threshold to correspond with the new minimum wage and introducing a more
progressive rate structure. These changes are intended to provide immediate reliefto low-income earners and prepare the public for
broader reforms. Additionally, phase one encompassed the development of a communications strategy, stakeholder engagement plan,
and operational readiness roadmap.

Phasetwo, slated for October 2026, will introduce the Marshall Islands Consumption Tax (MICT), a Net Profits Tax (NPT), and further
revisions to income tax. The objective of this phase is to replace obsolete turnover and import-based taxes with a modern, equitable, and
efficient tax regime. The reform is designed to be revenue-neutral, incorporating offsetting measures such as Universal Basic Income
(UBI) and reductions in wage taxes.

A notable aspect of the reform process has been peerto-peer engagement with Palau. In January 2025 a delegation from Marshall
Islandsvi si ted Palau to gain insights from its recent tax refoam expe
transformation and MICT implementation, fostering a spirit of regional cooperation.

Throughout this journey, PFTAC and IMFhave provided critical
support. Along with ADB, their assistance has included technical
guidance, legislative drafting, procurement advice, and capacity
building. The request for proposal for the Integrated Revenue
Administration System (IRAS) was finalized and released in May
2025, with contract award expected by September. Legislative
drafting is underway, and a taxpayer registration campaign is
planned for early 2026.

With strong government support, regional partnerships, sustained
technical assistance, and ongoing capacity development, the
Marshall Islands is weltpositioned to modernize its tax system and
enhance fiscal resilience.

PACER Plus Joint Workshop on Domestic Resource Mobilization Revenue Workshop on Tax Registration
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SECTION I

KEYACHIEVEMENTSN FY 2025

Completing PEFA Assessments -
AgilePEFA assessments were completed for
Fiji, Tuvalu, and Vanuatu . The PEFA check
(quality assurance) was issued for each of
the assessments. All threeevaluations

noted improvements compared to

previous assessments, indicating progress
in the implementation of reforms over the
years. Notably, the assessment for Fiji
showed more significant advancements
across the PFM cycle.

Developing a PFM Roadmap - based on

the findings of the AgilePEFA assessment, a

PFM Roadmap was formulated for Tuvalu
focusing on the priority areas for action. In
November 2024 Palau formally endorsed
and started implementing the roadmap
developed in FY 2024.

Undertaking Public Investment
Management Assessments - A PIMA was
undertaken in Fiji and Climate PIMAs (G
PIMAS) were undertaken in Papua New
Guinea and Fiji. Prioritized action plans
were developed for delivering resilient
infrastructure.

Legislation drafting 8 Completed drafting
revisions to PFM Acts forKiribati and Niue
aimed at modernizing their legislative
frameworks. It is envisaged the legislation
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for Kiribati and Niue will be updated in FY
2026.

Green PFM 9 Assistance was provided to
Palau to strengthen PFM practices to build
resilience into budget and investment
policy and practices.

Improving Budget Function o
Strengthened the presentation of the
budget and budget execution reporting in
the Marshall Islands , updated the
Medium-Term Fiscal Framework inNauru .

Strengthening Internal Control 0 drafted
internal control procedures and standards
for Tokelau .

Strengthening Cash Management -
Templates were provided to Kiribati for
consolidating cash resources, and revised
institutional arrangements were proposed.

Chart of Accounts (CoA) revision - in
conjunction with the implementation of

the new FMIS inFiji, assisted with mapping
the new CoA to the international standards
of GFS and COFOG@lassifications.

Refining Asset Management Framework
8 an asset management framework was
developed and approved for Cook Islands.

Fiscal Risk Management & Samoa
continues to enhance its analysis and

PUBLIC FINANCIAL
MANAGEMENT

expand disclosure of fiscal risks in its Fiscal
Strategy. Risk analysis of StateOwned
Enterprises (SOEs) was extended to
corporate plans, adopting a forward -
looking perspective on risk. A simple what-
if analysis highlighted the potential impact
in the event of revenue shortfalls. An
annual forum has been established for
disseminating SOErisk analysis

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 theimportance 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 IN THE IMPLEMENTATION
OF THEFY 2025WORKPLAN

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

Support to Cook Islands focused on:

1 Asset Management Framework
strengthened and enhanced.

In Fiji:

1 Mapped the program segment of the
CoA to the international standard o
Classification of Functions Of
Government (COFOG)

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

9 Undertook an AgilePEFAassessment to
identify the strengths and weaknesses in
the PFM system. Significant progress was
noted over the previous assessment. The
results will feed into the revision of the
PFM Improvement Plan inFY 2026

Support to Kiribati :
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9 Provided guidance on monitoring of
cash resources, to facilitate more timely
investment of surplus funds.

9 Provided advanced drafts for the revised
PFMA due to be enacted in FY 2026

In the Marshall Islands :

9 Provided further support and training on
producing the budget book and budget
execution reports from the new FMIS.

In Niue:

1 Undertook drafting of the revised PFM
Act, to be enacted in FY 2026

In Palau:

9 Identified four key entry points for Green
PFM: Fiscal Strategy (including disaster
risk mitigation); planning and budget
decision making; resilient public
investment; and resilient asset
management. An action plan was
provided for implementing
recommendations.

In Papua New Guinea:

9 Undertook a C-PIMA and provided a
prioritized action plan for delivering a
network of resilient infrastructure.

Support to Samoa comprised the
following:

9 Extending the use of fiscal risk tools in
the Ministry of Finance, and Ministry of
Public Enterprises. Initiated review of
specific fiscal risks available in the Fiscal

Risk Assessment Tool (FRAT), and use of

the SOE Health Check Tool (HCT) on
corporate plans, highlighting a forward -
looking perspective. Provided guidance

on what-if analysis on corporate plans to
determine potential impact of revenue
shortfalls.

Assistance to Tokelau included:

9 Drafting internal control procedures and
standards to strengthen the internal
control framework.

In Tonga:

9 Assisted the MoF in updating its MTFF
and formulating a fiscal strategy and
developing more credible and affordable
budget ceilings.

Support to Tuvalu:

9 Undertook an AgilePEFA to diagnose
strengths and weaknesses in PFM
processes and practices. TheAgilePEFA
Report has been published on the PEFA
website.

9 Using the findings of the AgilePEFA,
assisted MFED to develop a PFM
prioritized and sequenced roadmap.

CD delivery to Vanuatu included:

9 Undertook an AgilePEFA to diagnose
strengths and weaknesses in PFM
processes and practices. TheAgilePEFA
Report has been approved for
publication on the PEFA website. The
findings will be used to inform the
development of the PFM roadmap in FY
2026.
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BOX 6. AGILE-PUBLIC EXPENDITURE ANCFINANCIAL ACCOUNTABILITY ASSESSMENTPEFA) FOR FIJI

6 6 6
5 5 5
3 3
2 2 I 2
B+ B C+ c D+ D

m2019 © 2024

The Ministry of Finance, Strategic Planning, National Planning
and Development (MoF) requested PFTAC to undertake a
PEFAas an update to the previous assessment undertaken in
2019 the assessment was undertaken in November 2024. MoF
wanted to assess its progress achieved since 2019 through the
implementation of its PFM improvement plan and an update on
the strengths and weaknesses in the PFM system.

PFTAC has adopted theAgilePEFA approach for all assessments
over the past four to five years. The AgilePEFA approach maintains
all the rigor of the traditional approach but has proved to be less
onerous for the recipient country and it is easierto disseminate

the findings through the presentation of data in the tables of the
standard reporting template. The assessment received the PEFA
check seal of quality assurancein May 2025.

The 2024 assessment reflects significant advancements in many
PFM areas, as demonstrated in the chart below, with 19 of the 31
indicators (61%) rated as B or higher (A, B+, or B). Under the
previous assessment only 14 indicators (45%) attained this level &
performance. This is a testament to the great efforts made in
implementing the PFM improvement plan. Improvements were
realized in general budget credibility; transparency of public
finances; and policy based fiscal strategy and budgeting amongst
others.

The MoF has agreed to the publication of the Assessment Report
on the PEFA Secretariat website. The findings of the assessment
will form the basis for developing an updated PFM improvement
plan, for which PFTAC has scheduled technical assistance early in
FY 2026
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BOX 7. STRENGTHENING GREEN PFM PRACTICES IN PALAU

In FY 2024, PFTAC assisted the Government of Palau with the development of a PFk&form roadmap. This Roadmap (which was formally
endorsed in November 2024) set out a framework for mainstreaming climate consideration into PFM activities. Following this, the

Minister of Finance requested a mission to assess the potential for introducing Green Public Financial Management (PFM) practices in

Pal au, utilizing the | MF6s Green PFM framewor k. The missi aoamothev al u e
PFM and investment management cycle and identified key entry points for green PFM:

9 Incorporating Climate Change into the Medium  -Term Fiscal Strategy and Risk Management : Guidance was provided on
integrating key climate change priorities and strategies into the 2025 -2028 Medium Term Fiscal Strategy, which is currently under
development. Presentations were delivered stressing the importance of introducing an annual conting ency line in the national budget
for unexpected expenditures and creating a comprehensive Disaster Risk Financing Strategy to help mitigate the fiscal impactsof
major disasters.

9 Incorporating Climate Considerations into Planning and Budget Decision -Making : Establishing national strategic policy goals
through a short-term climate change strategy at the beginning of the budget cycle, which is necessary for coordinating government
responses to climate change. Amendments to the budget call circular were proposed to require that submissions clearly articulate how
proposed new policies and projects will align with climate change objectives. Expanding the budget's coverage will facilitate the
implementation of a basic climate budget tagging system and the subsequent publication of a green budget statement.

9 Incorporating Climate Considerations into Public
Investment Management : Enhancing narrative on
environmental impact during project appraisals and a
requirement to demonstrate the resilience of proposed
projects to natural disasters.

9 Incorporating Climate Considerations into Asset
Management : Highlighting modalities for incorporating
climate exposure and vulnerability information in fixed asset
registers to ensure resilience of the infrastructure network and
developing methodologies for determining appropriate levels
of maintenance in response to climate related and natural

disaster hazards
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SECTION I

MACROECONOMIC PROGRAMMING
AND ANALYSIS

KEYACHIEVEMENTSN FY 2025

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

Macro -fiscal modeling & Many countries
seek to enhance their understanding of
both short -term and long -term economic
and fiscal outlooks, particularly with regard
to debt sustainability. This provides
insights into the necessary adjustments in
revenue collections and expenditure
required to maintain fiscal sustainability.
Effective macro-fiscal modeling aids in
informed decision-making, enabling
governments to implement policies that
promote economic stability and resilience.

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

Tax Modeling 9 The program has
supported the design of tax models, which
allowed authorities to inform their tax
reforms. The models allow governments to
capture the revenue, and welfare impacts
of various tax policy options.

Other Support 9 Forecasting a range of
economic variables, such as inflation,

PFTAC_Annual Report 2025

industry contribution analysis, and macro-
fiscal budget presentation.

PROGRESS IN THE IMPLEMENTATION OF

THEFY 2025WORKPLAN

The rising demand for technical assistance
in macro-fiscal modeling is evident, as
demonstrated by the strong interest in
utilizing excel based macroeconomic
models capable of running detailed macro
fiscal scenarios in real time.

As PFTAC countries continue to assess their

economic and fiscal outlook, many are
opting to enhance revenue collections in
order to better ensure fiscal sustainability.

The macroeconomic analysis program has
therefore facilitated joint development with
member countries of macro-fiscal and
VAT-specific models, along with providing
comprehensive training on their
application.

In Fiji, the | MFds Fi
conjunction with the Macroeconomic
Analysis Program, undertook a review of
tax expenditures in Fiji. The
Macroeconomic Analysis Program
specifically handled the VAT tax
expenditures component of the mission,
utilizing the Fiji VAT model supported by
PFTAC.

In Kiribati , PFTAC supported the creation
of a macro-fiscal model, allowing the

scal

MACROECONOMIGANALYSIS
AND FRAMEWORKS

authorities to assess and adjust their
medium term fiscal policy setting. The
model emphasizes fiscal forecasting and
incorporates the Revenue Equalization
Reserve Fund. A separate mission also
jointly constructed a VAT model with
authorities to assist in revenue policy
setting.

In Niue, a new macro-fiscal model was
jointly constructed with authorities in order
to allow them to fully assess their medium
and long term macro -fiscal outcomes,
including the outlook for their sovereign
wealth fund.

In Palau, a macro-fiscal forecasting mission
assisted authorities in establishing a
Macroeconomic Committee . This brought
together expertise from the Palau Ministry
of Finance and the Palau Statistics Office.

In Timor -Leste, two missions provided
support and training to the Ministry of
Finance and Central Bank staff in relation
tdthelr Rihahcfl PR grammmd nfodel. |

In Tonga, a macro-fiscal mission
collaborated with the authorities to

develop an Excetbased model for Budget
preparation and medium term macro -fiscal
analysis The Minister for Finance found the
model 6s control
time scenarios analysis, to be particularly
useful.
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In Vanuatu , support was provided for a
Financi al

control panel was utilized to examine a

Pr ogr ammi n gramge af mdcro-fistatseenamosd e | 6 s

BOX 8. MACROECONOMICS OF CLIMATE CHANGECOURSE

Climate change represents a key risk to the
macroeconomic outlook for a number of
pacific island countries. In particular, rising
sea levels and changing weather patterns
threaten to impose significant economic
and fiscal costs on affected countries.

PFTAC withthe Singapore Training
Institute (STI)and the Institute for Capacity
Development (ICD) of IMF HQ conducted a
two-week course on Macroeconomic s of
Climate Change .

33 participants from 14 PFTACmembers
attended the course. In the opening
sessions, the Fijian Deputy Prime Minister
and Minister for Finance, the Hon Professor
Biman Prasad stated that:

oGreen financing is a priority. | see the suit
of green financing as part of the course.
Mobilizing the support for sustainable
development generally is vital for

addressing climate change. As | said, a lot of
these different models of financing canbe
quite onerous for the Pacific Island

countries. 6

The Australian Deputy High Commissioner,
Cl air McNamara al so
strong commitment to assisting the pacific
region with the impacts of climate change .

The Governor of the Reserve Bank, Ariff Ali,
in his closing address, discussed the
outlook and risks for the Fiji economy,
including in the context of climate change.
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While their share of global emissions is
negligible, the Pacific Island countries are
among the most severely impacted by
climate change, due to the increasing
threat posed by sea level riseand changing
weather patterns. As such, a major interest
for the participants was adaptation, and in
particular improving access to adaptation
funding and capacity for the
implementation of adaptation projects.

The course covered the science and
economics of climate change, frameworks
for global action, mitigation approaches,
carbon pricing, adaptation and financial
and monetary stability.

Participants actively engaged in the course
by presenting what they had learned and
discussing how they could apply this
knowledge in their respective countries.

A one-day FADworkshop was presented at
the conclusion of the Macroeconomics of
Climate Change course. This workshop
used current data from across a number of
Pacific countries to examine the impacts of
climate change, including in relation to
their macroeconomic impacts and their
ads

The course received a high degree of
positive user feedback, with participants

expressing their satisfaction:

AThi s cour se

S very i mj

timely, more relevant to my work. and
for the PICs. More importantly it
broaden up my capacity/knowledge
and equip me to work with date. | will
use this knowledge, skills and tools
learned in this MCC course to work
with the climate data to analysis
macroeconomic impact of climate

change issue and provide advice

policy maker

AThe

’

wor kshops

to the
based on

on debt ¢

green financing and financial stability
were truly useful and relatable to the
work | do. | could use these back in my
country to carry out stress testing to
any policies intended to be undertaken

or shocks in sectors

. This will assist in

policy advice papers to my superiors

and also assist in incorporating
mpact

cli mate i

AWIi th the

knowl

into our

edge of ¢

changes, | am to apply this method
into our current Mid Term Fiscal
strategy, to redesign a new

composition of Macroeconomic

incorporated with Climate Change
aspect. In summary, it is basically
incorporating Climate Change into the

Macr oeconomi

©

framewor k.

51



.Y

s

o o
Vo .o g
: 'r
- 5 £

Mfm ' *

Macroeconomics of Climate Change Course

MACROECONOMIC FRAMEWORKS

KEYACHIEVEMENTSN FY 2025

The PFTAC Macroeconomic Frameworks
program provided CD support to Fiji,
Papua New Guinea, Samoa, TimoiLeste
and Vanuatu, in close collaboration with
the Macroeconomic Programming work
program.

All countries participate in shared projects
that focus on macro-projection tools,
whereas Fiji, Papua New Guinea, Samoa
and Vanuatu are also involved in specific
projects related to Nowcasting/

Forecasting Policy Analysis System (FPAS)
in their central banks. These tools and
models that are developed under these
projects enhance
analyze the current economic environment,
forecast key macroeconomic variables as
well as develop and support
macroeconomic policy decision making.

Macroeconomic Frameworks for
Forecasting and Policy Analysis & The
aim is to provide a consistent approach to
projecting
economy across all the pertinent sectors of
the economy. The Macro-Projection Tool
(MPT)is integral to the Macroeconomic
Programmingd macro fiscal and GDP
modeling projects in Papua New Guinea,
Timor-Leste and Vanuatu. All of the MPT
models being developed are Excel

and
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Macroeconomics of Climate Change Course

accounting-based models. Nowcasting and
Near-term forecasting tools are being
developed in several countries to support
the MPT
analysis and decisionmaking.

and enhance a

Nowcasting/ Forecasting Policy Analysis
Systems & The Fund has had projects in
Fiji, Papua New Guinea, Samoa, Solomon
Islands, Tonga and Vanuatu, ThePFTAC
directly supported projects in Fiji, Papua
New Guinea, Samoa and Vanuatu.

PROGRESS IN THE IMPLEMENTATION
OF THEFY 2025WORKPLAN

The FY 2025work program consisted of
MPT project missions to Timor -Leste and
Vanuatu that furthered the development

of theirjesRegtiye 4B Ts.gantnyed €3,
support to develop staff at the Reserve
Bank of Fiji (RBF), assisted two IMF HQ led
projects to Samoa and Papua New
Guinea, and initiated a new CD monetary
policy focused forecasting project with the
Bank of Papua New Guinea (BPNG).

0]

The previously IMFHQ led CD support to

ihe, Rpsep/e Bapk of FGEPhas hegryled
from PFTAC since the start ofFY 2025 The
support to the RBF commenced in FY2023
with the RBF to assist its monetary policy
objective. Ad sup
Economics Department occurred

throughout FY 2025 with customized

training on selected topics in Nowcasting

hoc

and Monetary Policy delivered over several
weeks in February and March 2025.

A mission td Rapua Kleév Gpimed i c y
supported the IMF HQ led MPT project and
a scoping mission to the BPNG. The MPT
mission furthered the development of the
MPT tool to the point where one additional
mission is likely to see aconclusion of the
project. The BPNG scoping mission has
been followed by three subsequent

mi
policy macroframework. The enhancements
focused on developing a core macro
forecasting tool, supported by the
development of nowcasting tools, and
assisting the BPNG in reforming its
forecasting policy analysis process. All
these are in support of the framework of
major reforms subsequent to the
amendments of the Central Bank Act in
September 2024.

ssions to enhance

PFTAC delivered two missions toTimor -
Leste that continued to further develop
their MPT. The mission to the Ministry of
Finance, conducted in October 2025,
completed the enhancements initiated in
2023 with staff demonstrating that they
could make changes to the MPT to
develop scenarios. Through ad hoc remote
support, the MPT was simplified to
faalitate maingenancg and geperaguse of
the MPT. Each mission required
interpretation support which has been well
received by authorities.
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During the course of the Central Bank of
Samoa (CBS) macroframework project,
PFTAC in collaboration with the ICD HQ
team has supported the CBS to develop a
Nowcasting/ FPAS model and tools. These
models allow CBSto inform it s monetary
policy. The Nowcasting tool generates
monthly nowcasting reports that can be
used to brief the board and management
of the CBS. The core CPIl measure provides
a more accurate indication of near-term
inflationary trends. In combination they
provide additional insights into the
inflation dynamics and monetary policy
transmission in Samoa.

CBS staff drafted a working paper that
describes the GDP nowcasting model

developed during the project. The paper,
published as IMF Working Paper 25/92,
Nowcasting Real GDP in Samoaconcludes
noting that regular updates to the
nowcasts are essential for providing
policymakers with real-time economic
assessments, which are crucial for shaping
monetary and financial policies as well as
informing fiscal policy decisions during
budget p lanning processes.

Vanuatu completed enhancements to their
macroframeworks projection model during
the August 2024 mission. The core group
comprises officials from the technical
group that support
Macroeconomic Committee (MEC) who are

drawn from Vanuatuds
and Economic Management (MFEM) and
the Reserve Bank of Vanuatu (RBV). The
core group relies on the MPT to develop
macroeconomic projections for the MEC.
These projections are used by the MEC,
MFEM and RBV Following the December
2024 earthquake, in-person missions have
been suspended until officials have a stable
accommodation environment. Some ad

hoc virtual support has been provided but
has been limited due to
telecommunications and working
environment problems.

Vanuat uds

PFTAC member country delegates presenting at the Macroeconomics of Climate ChangeCourse
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https://www.imf.org/en/Publications/WP/Issues/2025/05/16/Nowcasting-Real-GDP-in-Samoa-566993

SECTION I

GOVERNMENT FINANCE STATISTICS

KEYACHIEVEMENTSN FY 2025

Modernizing the compilation process  to
make best use of a series of FMIS upgrades
across the region for optimal production of
GFS data.

Complementing the institutional
capacity with supplementation

up-to-date fiscal estimates continue to be
made available for the smallest countries.

to ensure

Inaugural peer -to -peer study visit held
to foster knowledge sharing among the
statistical compilers in the region.
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PROGRESS IN THE IMPLEMENTATION
OF THEFY 2025WORKPLAN

Amid a wave of upgrades to financial
management information systems (FMIS)
across the region, authorities focused on
modernizing the use of administrative data
and developing automated tools. Excel-
based compilation tools have been
developed to allow a comprehensive
mapping of the chart of accounts (COA) to
the GFS taxonomy, improving compliance
with GFS requirements.

These new, or in some countries improved,
processes strengthen the sustainability and
timeliness of fiscal statistics production.
With the compilation of fiscal statistics
often dependent on a single compiler,
building in resilience to the production
process is paramount. Additionally,
optimizing the workflow enables a stronger
focus on analysis.

Close coordination between GFS and PFM
advisors ensuredbetter compliance of the
COA with GFSM 2014 requirements, to the
benefit of the member countries.

PFTAC facilitated a peerto-peer study visit
between Cook Islands and Solomon
Islands. Recognizing the numerous
common challenges faced by the countries
across the region, a study visit took place
in conjunction with a regular PFTAC
mission. The study vist aimed to promote

knowledge sharing among statistical
compilers. An experienced GFS compiler
from the Solomon Islands visited the Cook
Islands to offer insights into the routine
data processing and implement technical
solutions that are suited to the regi onal
environment.

In addition to the technical support,
training has been provided when
requested by the country. Such training
can be focused on
needs and support
developments. Furthermore, relevant
stakeholders, such as budge compilers
and national planning and development
authorities, are invited to attend in order to
promote GFS awareness and enhance
inter-agency cooperation.

t he
t he

A regional GFS workshop was held in Suva,
Fiji covering the core concepts,
classifications and minimizing
discrepancies in reported data. A number

of new officials attended the workshop,

and so increased focus was given to the
conceptual framework and statistical
classifications.

While there has been notable progress in
achieving outcomes and milestones by the
end of FY 2025 challenges such as FMIS
upgrades, and staff turnover have
impacted the pace of development.
Approximately 22 per cent of outcomes
were largely/fully achieved and a further 70
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per cent of outcomes partially achieved at
end FY 2025 In terms of milestones, just
over 30 per cent were largely/fully
achieved.

As the new and upgraded FMIS become
embedded it is hoped that quality and
efficiencies will benefit future
development. Staff turnover remains a
persistent challenge.

Country specific updates from FY 2025
include:

A new template was developed in Cook
Islands to significantly reduce manual data
entry. This new approach facilitated a shift
from cash to accrual-based estimates.
Reviewing the evolution of accounting
practices identified divergences between
RSS and GFS which led to an updated
methodology being inc orporated into the
new system.

Support to RMI focused on GFS
development following the deployment of

a new FMIS. The mapping of the COA to
the GFS taxonomy was refined and training
was provided to staff to increase the self-
sufficiency of the compilation process.

Kiribati has successfully compiled fiscal
statistics for all sub-sectors making use of

methodologies developed by TA missions.
Work continues to update the bridging
tools to maintain the quality of GFS. A
financial balance sheet was successfully
compiled during FY 2025

Niue established a basic GFS compilation
process for the first time with the support
of PFTAC. This represents a significant
achievement for a country with limited
capacity.

Work with Samoa focused on aligning the
fiscal statistics with the public accounts by
consistently applying the GFS taxonomy
and development of a revision policy to
capture accounting adjustments that can
occur at year-end in the public accounts.

In Tonga, the mission fully reconciled the
public accounts with the GFS estimates.
However given the substantial definitional
discrepancies almost every definition in the
COA would need an update, something
that would require a wider project on
modernization of the COA An Excelbased
compilation template provided to the
authorities in previous missions was
updated and expanded.

For Solomon Islands the priority of recent
missions was the development and use of
data from the FMIS upgrade. The quality of

PFTAC

Government

— Ay

PFTAC Director Mr. Samir Jahjah, PFTAC GFS Advisor, Mr. Stephen Mc Donagh, and {M& Senior

GFS data had temporarily deteriorated
during the project and so resumption of
the previous level of coverage and quality
of reporting was the main focus. The
mapping from the COA to GFS taxonomy
was reviewed and updated.

Fiji presents an example of the sharing of
statistical compilation between the Ministry
of Finance and the national statistical
institute. While this allows the compilation
of the broader public sector it also requires
coordination among compilers working in
separate agencies. The mission has
recommended stronger and formalized
coordination by the authorities.

In Papua New Guinea, a joint PFTAGHQ
mission, making use of funding from the
Data for Decisions (D4D) fund, explored
the expansion of coverage for provincial
governments and reviewed the
classifications of the functions of
government mapping. A time -series of
public corporat i ons &6 bal
was expandedto report gross debt results.

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

Economist, Mr. Barend de la Beer with PFTAC donors andfficials opening the GFS Workshop held in Suva,

Fiiji.

PFTAC_Annual Report 2025
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BOX 9. GOVERNMENT FINANCE STATISTICS AND PUBLIC SECTOR DEBT STISTICS WORKSHOP

PFTAC and IMF HQ conducted a oneweek
workshop on government finance statistics
(GFS) and public sector debt statistics
(PSDS) in Suva, Fiji. The workshop was
attended by thirty -six delegates from
fifteen countries. Participation included
officials from Mi nistries of Finance, Central
Banks and National Statistics Offices.

To support several officials who were new
to GFS and PSDS concepts, the workshop
included core conceptual training on the
GFS framework and definitions of revenue,
expenditure and financing. An increased
focus was given to classification and
ensuring consistent above- and below-the-
line compilation to minimize statistical
discrepancies.

The presenters made use of several case
studies using regional annual financial

REAL SECTOR STATISTICS

KEYACHIEVEMENTSN FY 2025

National Accounts and CPI missions to
Timor-Leste were undertaken after
several years.

Producer Price Indexes in Palau were
developed.

Population of the Supply and Use Tables
in Samoa has commenced.

A joint CPI workshop resulted in
participants demonstrating a better
understanding of the fundamentals of
consumer price index compilation. The
workshop highlighted the importance of

the HIESand identified significant
limitations across the Pacific countries, with
CPI weights and baskets in urgent need of
updating, which is being addressed with
many Pacific countries updating their CPIs
with the support of the SPC and PFTAC.

PFTAC_Annual Report 2025

statements as a source. This allowed the
presenters to demonstrate how to identify
and classify institutional units and perform
the market test on government -controlled
units. This is a vital step to delineate the
general government and public sector.

A session was dedicated to the annual GFS
questionnaire highlighting common issues
during the compilation process. Early-stage
proposals to streamline the questionnaire
were shared with the participants.

An overview of PSDS methodology,
compilation and dissemination was
provided including hands -on training in
compiling the joint IMF/World bank
quarterly public sector debt (QPSD) data
guestionnaire.

The workshop also presented on the IMF

St atisti cs chhmate ndicaton® n t

PROGRESS IN THE IMPLEMENTATION
OF THEFY 2025WORKPLAN

The program prioritized enhancing RSS
capacity opment
expertise, regular missions and continuous
engagement. This initiative was
coordinated with other PFTAC advisors and
IMF statistics programs dedicated to
external and government finance statistics.
Besides inrcountry missions, substantial
support was also provided through desk-
based work.

devel

The program actively coordinated with
various regional capacity development
providers to improve impacts and results.
This included hosting a regional workshop
with the SPCand SIAP focused on the
Consumer Price Index. Collaborative work
with the Australian Bureau of Statistics
advanced capacity development activities
in specific countries within the region. The
program also engaged in World Bank and
ADB project development meetings and

dashboard and the fiscal data needed to
update the dashboard. A briefing on the
updates to the international statistical
standards was also included.

Findly, the workshop provided participants
with an opportunity to discuss and share
their experiences on GFS/PSDS
implementation challenges and expanding
coverage. Resources, capacity and staff
turnover were raised as the biggest
challenges. Additionally, participants noted
that political and senior management
support was important, particularly
regarding developing and expanding
coverage of fiscal statistics.

conducted overlapping missions with
Article 1V surveillance, consulting with IMF
country teams to ensure that capacity
development delivery better aligns with
€oHnirbngeglth PFTACG s

In the Cook Islands, annual estimates of
GDP by expenditure (GDP(E)) in current
prices from 2010 to 2023 were developed
as well as a GDP rebase strategy document.

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.

GDP estimates for 2023 were produced for
Kiribati and a new source and methods
document was created.

In the Marshall Islands , preliminary 2023
estimates are available and importance of
funding necessary surveys to rebase the
national accounts was discussed.
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GDP estimates for FY2023 were compiled
in Nauru . Work is continuing to access tax
data for use in GDP compilation.

Niue updated the national accounts for
2022/23 and provided a provisional
estimate for 2023/24. External sector
statistics (ESS) were also updated from
2020/21 to 2023/24. The last ESS estimate
was for 2019/20, and this mission included
aid flows in the update d estimates, which
were reviewed and approved by STABP.

Producer price indexes, particularly for
activities related to tourism services in
Palau, have been developed. Areas for
improvement in GDP compilation methods
were identified in a separate national
accounts mission, and a draft National
Accounts rebase strategy was developed in
preparation for the upcoming Household
Income and Expenditure Survey.

In Papua New Guinea, reviewed the
current data sources and methods used to

Elias do Santos Ferreira, President of INE Timet.estewith PFTACmission team and
National Accounts and Prices teamsof INE Timor-Leste

i
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Regional Workshop on Fundamentals of Consumer Price Index Fiji

compile GDP by production, discussed
rebasing the national accounts as well as
developing GDP by expenditure estimates.

Samoa benefitted from one remote and
one in-country mission to pr oduce and
commence population of the Supply and
Use Tables (SUTas well as developing the
data processing system for the Business
Activity Survey.

In the Solomon Islands , GDP by
production estimates for 2023 were
compiled as well asupdating the GDP
estimates for 2021 and 2022 based on a
review of source data and methodology.
The ongoing Household Income and
Expenditure Survey will aid in the rebasing
of national accounts.

Current data sources and methods used to
compile (GDP) by production and
expenditure (GDP(E)) were reviewed in
Timor -Leste. The strategy to rebase the

i ?Wm-.\w

Vanuatu

RSS ShorfTerm
Statistics Office

RSS Advisor at Fifth Pacific Statistics Standing Committee Meeting

national accounts was discussed. A CPI
mission focused on the update of the CPI.

Following the resumption of publishing the
national accounts, PFTAC revised the
2022/23 GDP publication for Tonga and
assisted with the preparation of the
bulletin and presentation for the Macro
Technical Committee.

In Tuvalu, PFTAC assisted the Central
Statistics Division to compile GDP for 2023
in current and constant 2016 prices. PFTAC
also funded an ESS mission which assisted
in compiling the 2023 balance of payments
(BOP) and international investment

position (IIP) statistics.

In Tokelau, the annual GDP by production
at current and constant prices and
expenditure estimates in current prices for
the financial year 2023/2024were
compiled.

Advisor, Mr. Bimlesh Krishna with the Tokelau

L
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SECTION Il

KEYACHIEVEMENTSN FY 2025

Promoting macroeconomic stability  and
sustainable growth through financially
inclusive practices and the establishment of
stable, well-supervised financial

institutions .

Supporting the enhancement of
regulatory frameworks for financial
institutions by : (i) conducting a diagnosis
and providing a roadmap for implementing
the suggested enhancements (Timor -
Leste), (ii) reviewing existing standards
(FSM, Papua New Guinea and Samoa)
(iif) developing new prudential standards
on areasnot covered by current prudential
standards issued by the PIC authorities
(FSM, Papua New Guinea and Cook
Islands), and (iv) training the supervisory
staff to conduct impact studies of the new
draft prudential standards (Tuvalu) .

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

Enhancing supervisory capacity in
advanced topics (cyber risk management,
implementation of IFRS 9 and IFRS 17)
through combination of workshops and

PFTAC_Annual Report 2025

on-site examination trainings (Fiji, Timor -
Leste and PNG).

FINANCIAL SECTOR
SUPERVISION

PROGRESS IN THE IMPLEMENTATION
OF THEFY 2025WORKPLAN

The FSSY 2025program continued to
support 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 Committee 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
documententitted 6 Cor e Pr i nci

Ef fective BankAml@02&uper v

The FSS program spread across five
objectives, consists of 180 milestones. As at
end-April 2025, 14 percent of milestones
had been fully achieved, 12 percent largely
achieved, and 20 percent partially
achieved. The low level of achievement
reflects the fact that most of the work,

being long -term in nature is still ongoing
and will be implemented fully over the next
2-3 years.

Enhancements to Prudential and Risk
Management Standards

Over the past five years, several PICs have
thoroughly reviewed their prudential
regulations with support from PFTAC.
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Currently, most PICsare consulting with
banks and conducting impact studies to
ensure smooth implementation. Cook
Islands and Papua New Guinea benefited
from PFTAC support to strengthen the
liquidity risk management of banks by
implementing the Basel Ill Net Stable
Funding Ratio. Considering the size of its
banking sector and being home to a few
large regional financial institutions, Papua
New Guinea has commenced
implementation of Pillar 2 of the Basel
Framework to strengthen the supervision
of financial institutions. This will allow the
Bank of PNG to align prudential regulation
and supervision to the risk profile of
individual institutions . Additionally, the TA
helped FSM to advance the review of its
existing standards.

The status of implementation of prudential
standards in the PICs, where PFTAC is
actively collaborating with the authorities

in reviewing/ developing these standards is
presented in Table 11.

Enhancements to the Supervision
Frameworks

PFTACcontinued working with the
authorities to upgrade their supervision
frameworks and align them with the
upgraded prudential and risk management
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, training staff in risk analysis,
development of templates for maintaining
risk profile of banks, and preparing
banking system risk reports based on
information received through prud ential
returns (Samoa, FSM and Papua New
Guinea), (ii) review of supervisory risk
rating models (Cook Islands and Tonga),
and (iii) preparation of banking supervision
manuals (Vanuatu).
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Implementation of IFRS 9 and IFRS 17

To strengthen supervisory oversight of
implementation of IFRS 9 by banks,
especially the expected credit lossbased
provisioning for loans, PFTAC delivered in
person training for the staff of Bank of PNG
and Banco Central deTimor -Leste (BCTL)

With support from MCM, a mission
supported the Reserve Bank ofFiji (RBF) in
understanding and implementing the
prudential implications of IFRS 17 for
insurance contracts. Following a workshop
in April 2023, a working group had
reviewed and aligned prudential reporting
forms with IFRS based standards,
completing its activities in late 2024. RBF
staff received intensive training informed
by on-site meetings with insurance
companies, actuaries, and auditors. This
mission has enhanced RBF's capacity to
assesslIFRS 17 and improve insurance
company reporting forms. Overall, it has
strengthened the supervision of the
insurance sector in Fiji.

Cyber Risk Regulation and
Supervision

With the MCM Department, 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.

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.Until FY 2024,
PFTAChad organized on-site cyber risk
examination of commercial banksin
Samoa, Fiji and Tonga as part of training
in cyber risk supervision. Stdf members
from two other countries from the Group
also participated in the training apart from
the host-country staff.

Similar on-site examination training was
conducted for the staff of Bank of PNG in
August 2024. Staffmembers from two
other supervisory authorities within the
group participated in the training.

Annual Meeting of the Association of
Financial Supervisors of Pacific
Countries

PFTAC organizedthe 19" Annual Meeting
and Workshop of the AFSPCin Suvaduring
August 2024. The meeting hosted by
PFTAC was chaired by BCTL, Deputy Chair
of the AFSPC. The event comprising a twe
day meeting and a three-day workshop
was attended by 31 participants (including
17 female participants) from member
countries. In addition, the Australian
Prudential Regulatory Authority (APRA)
and Reserve Bank of New Zealand (RBNZ)
participated in the event as observers and
the representative of APRA supported the
workshop as one of the speakers. Besides
them, a representative of the World Bank
also attended the meeting as an observer.
Ms. Ebru Sonbul Iskender, Senior Financial
Sector Expert from MCM, participated in
the meeting and delivered opening and
closing remarks and a session at the
workshop. Representatives of 13 PICs,
Australia and New Zealand presented their
country reports at the meeting. The
workshop following the meeting was

aimed at providing introductory training to
staff of the supervisory authorities on the
implementation of Pillar 2 of the Basel
Framework.

The participants considered the meeting
and the workshop to be highly successful
event. The main highlights of the meeting
were as follows:

9 The participants identified high
proportion of non -performing loans
(Vanuatu), cyber security risk ( all
countries), climate change risk (all
countries), absence of regulatory and
supervisory frameworks for virtual assets
service providers (Palau), inadeqate
supervisory infrastructures (Tuvalu and
Kiribati) , absence of regulatory and
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supervisory frameworks for pension and
provident funds (all countries), off-shore
lending (Federated States of Micronesia),
and potential liquidity problems
(Republic of the Marshall Islands) as the
major issues engaging the attention of
the respective supervisory authorities.

9 Members supported the establishment
of the AFSPC working group to develop
prudential returns for insurance
companies compliant with IFRS 17 given
that it is considered a priority for most.

9 The members also supported the
ongoing work on cyber risk and

emphasized that it should continue to be
expanded to countries that are yet to
develop their regulations.

1 The membersrequested technical
assistance on the following priority
topics:

A Review of the supervisory risk
rating models for banks,

A Regulatory and supervisory
frameworks for insurance sector,

A Strengthening regulation and
supervision of
superannuation/provident funds
as these are considered

Table 13. Prudential Standards & Alignment with Basel Ill Framework

systemically important in most
jurisdictions.

A Inclusive green finance as this
topic coupled with financial
inclusion is consuming a
significant portion of the already
limited resources for prudential
supervision.

9 BCTL has assumed thehair of the
AFSPC from January 1, 2025. The next
meeting of AFSPC will be held in Dili,
Timor-Leste.

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

Table 14. Risk Management Standards & Alignment With Basel Core Principles And Basel |

Guidance

Draft under preparation
Standard issued and in force
I Information not available

PFTAC TA not yet commenced

C1-C13 refers to 13 PICS, for confidentiality reasons, the countries have not been displayed in any specific order.
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BOX 10. JOURNEY OF PICs TOWARDS IMPLEMENTATION OF BASEL Ill STANDARDS AND UPGRADING RISBASED

SUPERVISION

Over the last five years, PFTAC has
worked with the PICs to upgrade and
align their prudential standards for

banks with the Basel Framework,
including the Banking Core Principles
(BCPs). A key contribution of PFTAC has
been the careful application of
proportionality, while ensuring that the
revised standards remain robust and
comparable across the PICs and with the
Basel Framework. Special attention was
given to applying the upgraded stan dards
to the foreign banks branches, as there is
no internationally agreed standard for
them. The challenge was addressed by
ensuring that the proposed standards
reflect a risk-based approach and are
consistent with the relevant provisions of
BCPs andgood international practices.

The PICs are at different stages of
implementing the revised prudential
regulations reflecting different start dates
and varying supervisory capacity. While the
authorities are committed to adopting the
revised standards, the pace of
implementation has been hindered by the
fragility of several PICs, which face periodic
disruptions from socio -political events and
natural disasters. Additionally, many PICs

Annual Meeting of the Association of Financial Supervisors of Pacific Countries
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particularly the smaller ones, contend with
significant staff attrition and shortages.

On the supervision side, the work has
included assisting the authorities in
improving prudential reporting,
strengthening financial risk analysis of
banks, taking supervisory actions based on
risks identified, upgrading the supervisory
rating models, and developing supervision
manuals. As this work has been undertaken
over the last two years after upgrading the
prudential standards, it is yet to be
embedded in the routine supervisory
activities.

The authorities have recognized the
benefits of the upgraded financial risk
analysistraining and have planned to start
using the improved analysis framework
soon. The adoption of upgraded prudential
returns will follow as soon as the upgraded
prudential standards are issued. These
returns will enable the authorities to track
the changes in risk profile of banks and
take timely supervisory actions to address
any elevated risks in a timely manner. The
enhancements to supervisory rating
models would ensure alignment of the
longer-term supervisory stances with
respect to individual banks more closely

with their risk profiles. Supervisory manuals
have been drafted in three countries and
are in the finalization stage. These manuals
will not only serve as authoritative
reference documents on supervision policy,
procedures, and role and responsibilities of
the supervisory staff, but also as a useful
training resource for new staff joining the
supervisory authorities in the future.

In addition to the implementation of Basel
Framework, with the support received from
PFTAC the PICs have been active in
enhancing their supervisory capacity to
improve oversight of cyber risk
management and implementation of IFRS
9 by banks and IFRS 17 byinsurance
companies, the two new international
accounting standards with significant
supervisory implications. More recently,
some of the PICs have started work on
implementing Pillar 2 of Basel Framework.
Overall, in close collaboration with PFTAC,
PICs have embarked on a journey to
improve their regulatory and supervisory
frameworks. While progress is still needed,
PFTAC will continue to extend its support
to all PICs until the ongoing upgrades are
fully realized.

= § .

FSSCD to Timor-Leste:Diagnostic Mission on Implementation of Basel

1l Standards and Enhancements to RBS
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FSSCD to Vanuatu: Development of Supervisory Manual for Banks FSSCD to Samoa: Development of a Financial Risk Analysis Framework
and Training
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SECTION Il

KEYACHIEVEMENTSN FY 2025

Increased transparency in debt
management , through expanded support
to produce debt reports and debt
management strategies.

Developing the local currency bond
markets in the region through the LCBM
framework and diagnostic missions.

Promoting regional expertise
Training for Trainers workshop.

through
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PROGRESS IN THE IMPLEMENTATION
OF THEFY 2025WORKPLAN

In FY 2025 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
Additionally, the program successfully used
regional workshops to introduce new
frameworks and practices into the Region.

Considering the limited capacity and the
nascent stage of debt management in the
region, coupled with a high risk of debt
distress in seven Pacific countrieswith low
debt carrying capacity, assistance efforts
have focused on the four primary pillars of
the debt management program. These
include enhancing debt transparency and
strengthening institutional arrangements
for effective debt management ;

formulati ng a medium-term debt
management strategy; promoti ng local
currency debt markets; and asseséng debt
sustainability.

While each individual technical assistance
is essential, it is important to recognize
that the cumulative effect over time is key
to achieving meaningful outcomes. In areas
where debt management was more
advanced, the assistancehas focused on

context, ne

DEBT MANAGEMENT

strengthening the domestic debt market to
enable cost effective financing.

Transparency, Institutional framework
and Debt Fundamentals

Two missionswere conducted in Palau and
Kiribati to assist the governments in
enhancing their institutional frameworks

for debt management in line with
mtdrisatioaah libst practcesulm parallel,
support was extended to their Debt
Management Offices (DMOSs) for the
development of an annual debt fact sheet,
which both countries are expected to
prepare and publish on their respective
Ministry websites. Lastly, a remote support
mission was organized to train newly
appointed debt management personnel at
the Treasury Department of the Ministry of
Finance inTimor -Leste, which has recently
been assigned back and middle office
functions. The mission to Kiribati was
designed and implemented jointly with the
World Bank.

Development of a Debt Management
Strategy

PFTAC has provided significant support to
the Solomon Islands and Vanuatu in
assisting Debt Management Offices
(DMOs) to develop and publish
comprehensive debt management
strategies. In the Solomon Islands, a
recent mission reviewed a previous
technical assistance report that facilitated
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the government's comprehensive
assessment of the domestic debt market.
This assessment identified initial actions
needed to strengthen the local market,
such as improving communication with
market participants and enhancing the
transparency of debt management
operations. These efforts aim to create a
more robust and efficient domestic debt
environment, ultimately contributing to
better fiscal management.

In the case of Vanuatu , PFTAC's support
has been essential in assisting the
government to incorporate the revised
macro framework and financing
assumptions into its debt management
strategy, especially in light of the nation's
designation as being at high risk of debt
distress. It is essential to evaluate funding
sources to understand the cost-risk trade-
off and ensure alignment with current
economic conditions. The recent shift from
loans to grants has transformed the
financial landscape, prompting a strategic
overhaul to address pressing challenges
related to fiscal sustainability and
economic recovery.

Development of the Local Currency
Bond Market

A regional workshop was organized to
introduce the five countries with active
local debt marketsi Fiji, Papua New
Guinea, Tonga, Solomon Islands , and
Vanuatu i to the Local Currency Bond
Market (LCBM) framework. Through a
series of structured presentations, the

Regional Workshop on Local Currency Bond Market Fiji
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workshop engaged participants in key
topics essential for LCBM development.
These topics included the six foundational
building blocks of LCBM. Additionally, the
workshop addressed the sequencing of
reforms and the inter-linkages among
these building blocks, as well as the
operating framework for bond issuance
and its coordination with othe r policies.
Participants were also encouraged to
conduct a self-assessment of their
respective stages of LCBM development,
fostering an environment of shared
learning and collaborative growth.

Following the introduction of the Local
Currency BondMarket (LCBM) framework
in the region, individual country diagnostic
missions were organized to bolster
implementation efforts. Papua New Guinea
was the first country to host such an event,
during which a comprehensive country
assessment was conducted. In response to
a subsequent request from the
government, PFTAC promptly mobilized to
assist Fapua New Guineain enhancing its
capacity to establish the necessary market
infrastructure for a functional primary
market that utilizes market-based
instruments. The focus of the follow up
mission was to support Government in
designing an issuance calendar and to
report on auctions. All these initiatives
have been executed in collaboration with
the World Bank, ensuring a coordinated

DM CD to Solomon Islands: Medium-Term Debt Management

approach to strengthening debt
management practices in the region.

Debt Sustainability Analysis

During FY 2025 PFTAC, jointly with SPR
and the World Bank organized a regional
LIC Debt Sustainability Analysis (DSA)
workshop. The workshop delivered a
comprehensive five-day program focusing
on the key features of the LIC DSA
framework, alongside hands-on training in
the application of the LIC DSF template.
This regional workshop aimed at
enhancing esd
debt vulnerabilities and equipping them
with the skills necessary to effectively
utilize the LIC DSA framework in their
respective countries.

countri

Training for Trainer Workshop

As part of the debt management work
program, PFTAC delivered a workshop on
developing a medium -term debt
management strategy. The seven
participants were drawn from the debt
management units of Fiji, Papua New
Guinea, Solomon Islands , Tonga, and
Vanuatu . The workshop strengthened

unoa

parti ci pantoforsmulateaamebt i t vy

management strategy in their own
countries. In addition, the workshop
facilitated the identification and ongoing
development of officials with sufficient
expertise to contribute in future to
technical assistance activities within the

region.

T

Strategy Development and Implementation
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BOX 11. REGIONAL WORKSHOP: LOCAL CURRENCY BOND MARKET (LCBM)

PFTAC, in collaboration with the IMF's
Monetary and Capital Markets (MCM) and
Legal (LEG) departments, and the World
Bank, organized aregional workshop
targeting member countries that are
actively tapping their domestic debt
markets, specificallyFiji, Papua New
Guinea, Solomon Islands , Tonga, and
Vanuatu . This initiative aimed to enhance
understanding and capacity among these
nations concerning LCBMs thereby
fostering a more robust framework for
debt management.

The primary objective of this one-week
regional workshop was to introduce the
LCBM framework, which serves as a
comprehensive guide for assessing the
development status of local government
securities markets within the region.
Participants included a total of 26 staff
members from the debt and cash
management departments of the Ministries
of Finance, as well as representatives from
the financial market units at the Central
Banks of the five invited countries. This
diverse participation underscored the
collaborative effort to strengthen local

debt management capabilities.

Pacific Regional Debt Sustainability Analysis (DSAJraining, Fiji

PFTAC_Annual Report 2025

Using the IMF/World Bank LCBM
framework and associated Excelbased
tools, the workshop featured a blend of
technical presentations and practical
engagement designed to facilitate country -
specific assessments. The six building
blocks of LCBM development covered in
the workshop were the money market,
primary market, secondary market, investor
sector, financial markets infrastructure, and
legal framework. At the workshop's
conclusion, each country team presented a
heatmap illustrating the developmental
stage of each block, along with their
priority assessments and timelines for
proposed reforms. The teams also
discussed the need for a governance
structure, such as a monitoring committee,
to oversee the Reform Plan's
implementation. Although the workshop
outputs were preliminary, they laid the
groundwork for more comprehensive
analyses during future in-country LCBM
assessment missions.

This workshop represented the first
opportunity to deliver LCBM training in the
region. The methodology used was based
on the | MF and the

previously published Guidance Note on
LCBM Development in 2021. Bond markets
in the region remain largely
underdeveloped, with significant variation
in market maturity among the highlighted
countries. Some nations are in the early
stages of issuing government securities,
while others are focusing on refining their
processes, including exploring benchmark
secuities, enhancing secondary market
development, and improving market
pricing mechanisms.

The development of LCBMs has emerged
as a priority in the region as a viable source
of financing, with additional countries
beginning initial steps to tap into their
domestic markets. This focus is particularly
important for countries seeking to enhance
securities issuance to foster the growth of
overall capital markets, especially in light of
limited and costly access to international
capital markets. Furthermore, LCBM
development is anticipated to yield

positive externalities, contributing to
advancements in money market
development and improving the
effectiveness of monetary policy

Wo transinisdioa meécttasisms.

Regional Workshop on Medium-Term Debt Strategy, Fiji
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