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A MESSAGE FROM THE PFTAC
STEERING COMMITTEE CHAIRMAN

Doreen Siataga

Financial Secretary, Government of Niue, since 2020
PFTAC Chairman, 2023

In my capacity as the Financial Secretary for
the Government of Niue, it is with profound
honor that | write this message for the Pacific
Financial Technical Assistance Centre's annual
report, encapsulating the significant
developments and progress achieved in the
year ending April 30, 2023. The privilege of
serving as the Chairman for the PFTAC
Steering Committee is a responsibility that |
hold both personally and on behalf of the
nation. We were pleased to have hosted the
PFTAC Steering Committee meeting in May
2023 in Niue. Our gratitude extends to the
numerous delegates who graced our shores for
their presence and contributions, which
significantly enriched our discussions and
engagements.

Looking back on the work undertaken by PFTAC during
FY2023, we can identify a range of achievements ,
notwithstanding the challenging circumstances wrought by the

COVID-19 pandemic. While the global health crisis impeded
capacity development program and in-person missions, it did
not quell PFTACGO6s unwavering
nations progress their economic and financial reform agenda.

Niue, much like other small Pacific Island economies, felt the
brunt of the pandemic. We grappled with unique challenges
related to our small size, vulnerability, remoteness, and
reliance on tourism that was severely impacted. With the
borders fully reopening in March 2023, we are emerging from
an era marked by external shocks, including high inflation and
fuel prices.

Throughout this period, PFTACOs

invaluable. Although constrained to largely virtual engagement,
PFTAC remained undeterred, meeting our capacity
development needs with excellent outcomes. As the pandemic
related restrictions eased, in-person capacity development
across the region began to gain momentum.

The return to in-person missions and the resurgence of
capacity development led to notable increases in milestone
completion i a testimony of higher effectiveness and impact of
in-person missions. Despite the significant obstacles
encountered, 67 percent of all PFTAC milestones were largely
or fully achieved.

Looking forward to Phase VI that span from May 1, 2023 to
April 30, 2028, the Steering Committee reviewed and endorsed
comprehensive workplans for FY2024. These plans detail
capacity development activities that adopt a mix of delivery
modality from in-person missions to remote and hybrid
engagements to bolster capacity development delivery and
regular follow-up support.

On behalf of all PFTAC members, | wish to extend appreciation
and express gratitude to PFTAC and its staff for the steadfast
support and assistance throughout the year. | would like to
acknowledge the invaluable support of PFTAC partners and
their ongoing commitment to support PFTAC in the next phase.
We remain committed to strengthening our collaboration with
PFTAC, striving to build better nations and collectively, a more
resilient Pacific.

Finally, I would like to extend warm wishes to Mr. Samir Jahjah
as he steps into his new role as PFTAC Director. We look
forward to working under his esteemed leadership.



FOREWORD FROM THE PFTAC

DIRECTOR

Samir Jahjah

It is my pleasure to present the PFTAC annual
report for FY2023. This year marked the
resumption of travel as most borders reopened
in November 2022. The last year has been a
year of continued challenges for the region,
with countries coping with the aftermath of the
COVID-19 pandemic and multiple economic
shocks. The war in Ukraine, rising interest
rates, increasing natural disasters, and the
challenges of climate change have all added to

the difficulties faced by Pacific Island countries.

Some countries dependent on tourism
experienced a strong rebound in GDP, while
others have not yet recovered.

PFTAC continued to provide support to member countries
through its Capacity Development (CD) programs. Due to the
pandemic, remote delivery of CD programs remained the norm
for much of the first six months of the year. The PFTAC office
gradually resumed in-person operations in early 2022, and by
the end of the calendar year, all PFTAC advisors were
physically based in Fiji and resumed their travels in the region.

Despite the challenges posed by remote delivery, PFTAC
successfully supported important reforms in the region through
timely and impactful CD programs. These programs included
providing a comprehensive Public Investment Management
Assessment (PIMA) in the Cook Islands and hosting a Climate-
PIMA workshop. About a quarter of PFTAC resources were
dedicated to Fragile and Conflict-Affected States (FCS).

PFTAC expanded its activities by launching the Government
Finance Statistics (GFS) and Public Sector Debt Statistics
(PSDS) program in November, hiring a new advisor, and
completing several missions, including a regional workshop. A
new macroeconomic framework program was also initiated
with the recruitment of a macro advisor. PFTAC organized in-
person workshops on topics such as stress testing, tax audit,
and GDP(E) forecasting, and recruited regional experts in the
national accounts and revenue program.

PFTAC's budget savings enabled a one-year extension of
Phase V until April 2023, allowing additional CD demands. The
savings also facilitated the conduct of important regional
workshops in statistics, revenue administration, and other
areas. Additionally, PFTAC co-financed a regional workshop
on the future of digital currency with the Monetary and Capital
Market (MCM) department of the IMF.

Out of a budget envelope of about US$ 40 million for the new
phase, with 90 percent expected to come from donors and the
balance from member countries and the IMF, pledges reached
about US$ 22 million so far. These will cover at least two years
of activities. Looking ahead, PFTAC remains committed to
providing support to member countries as they navigate
ongoing economic, climate and public health challenges. The
share of resources dedicated to FCS will increase significantly.
We will continue to work closely with our partners and
stakeholders to deliver impactful CD programs and support
member countries in building their capacity to address current
and future challenges.

I would like to express gratitude to the staff of PFTAC for their
hard work and dedication in delivering CD programs and
supporting member countries. | would also like to thank our
partners and stakeholders for their ongoing support and
collaboration.



LIST OF ACRONYMS AND
ABBREVIATIONS

ABS
ADB
AFSPC
APA
APB
APD
APRA
ASEAN
ATO
BEPS
BPNG
BPT
BRT
CBS
CBSI
cD
CcDoT
CISO
COVID-19
C-PIMA
CSD
D4D
DFAT
EPPSO
ESS
EU
FAD
FBOS
FCS
FMIS
FMIS
FPAS
FRCS
FSS
GDP
GDP
GDP (E)
GDP (P)
GFS
GNDI
=
ICD
IRC
IRD
ISORA
KNSO

Australian Bureau of Statistics

Asian Development Bank

Association of Financial Supervisors of Pacific Islands Countries
Advance Pricing Agreements

Annual Borrowing Plan

IMF Asia and Pacific Department

Australian Prudential Regulation Authority
Association of Southeast Asian Nations
Australian Taxation Office

Base Erosion and Profit Shifting

Bank of Papua New Guinea

Business Profit Tax

Palau Bureau of Revenue and Taxation

Central Bank of Samoa

Central Bank of Solomon Islands

Capacity Development

IMF Capacity Development Office in Thailand
Cook Islands Statistics Office

Coronavirus Disease of 2019

Climate - Public Investment Management Assessment
Tuvalu Central Statistics Department

Data for Decisions

Australian Department of Foreign Affairs and Trade
Marshall Islands Economic Policy, Planning, and Statistics Office
External Sector Statistics

European Union

IMF Fiscal Affairs Department

Fiji Bureau of Statistics

Fragile and Conflicted-Affected States

Financial Management Information System
Financial Management Information System
Forecasting and Policy Analysis System

Fiji Revenue and Customs Service

Financial Sector Supervision

Gross Domestic Product

Gross Domestic Product

GDP by Expenditure

GDP by Production

Government Finance Statistics

Gross National Disposable Income

Household Income and Expenditure Survey

IMF Institute of Capacity Development

PNG Internal Revenue Commission

Solomon Islands Inland Revenue Division
International Survey on Revenue Administrations
Kiribati National Statistics Office



KTD Kiribati Tax Department

LOU Letter of Understanding

LTX Long-term expert or resident advisor

MCM IMF Monetary and Capital Markets Department
MTDS Medium Term Debt Management Strategy
MTRS Medium Term Revenue Strategy

NRBT National Reserve Bank of Tonga

OoCco Oceania Customs Organization

OECD Organization for Economic Co-operation and Development
OPS Palau Office of Planning and Statistics

PASAI Pacific Association of Supreme Audit Institutions
PD Program Document

PEFA Public Expenditure and Financial Accountability
PFM Public Financial Management

PFTAC Pacific Financial Technical Assistance Centre
PGST Palau Goods and Service Tax

PIC Pacific Island Country

PIFS Pacific Islands Forum Secretariat

PIMA Public Investment Management Assessment
PITAA Pacific Islands Tax Administrators Association
PPE Property, Plant and Equipment

PSDS Public Sector Debt Statistics

RBA Reserve Bank of Australia

RBM Results-Based Management

RBNZ Reserve Bank of New Zealand

RBS Risk Based Supervision

RCDC Regional Capacity Development Centre

RMD Cook Islands Revenue Management Division
RSN Regional Strategy Note

RSS Real Sector Statistics

SC PFTAC Steering Committee

SFEP Supervision Framework Enhancement Program
SINSO Solomon Islands National Statistics Office

SOP Standard Operating Procedure

SPC Secretariat of the Pacific Community

STI Singapore Regional Training Institute

SUT Supply and Use Table

TLTA Timor-Leste Tax Authority

TSD Tonga Statistics Department

UNDP United Nations Development Program
UNESCAP  United Nations Economic and Social Commission for Asia and the Pacific
VITARA Virtual Training to Advance Revenue Administration

WTO World Trade Organization
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The Pacific Islands countries are
experiencing a recovery driven by the
reopening of borders after years of
pandemic-related isolation. However,
economic growth is heterogeneous
depending on the key sectors in the
economy, natural shocks, and the size
of policy support. Inflation has
accelerated significantly, with an
average annual inflation of 5.9%
expected in 2023 due to various
factors. Rising public debt levels have
been a significant concern, especially
for tourism-dependent economies
which experienced a drop in fiscal
revenue. External balances have
weakened in 2022, with the average
current account deficit estimated to
have increased to 23.9% in tourism-
reliant countries. Foreign reserves
moved sideways, despite generally
weak external positions, on the back of
continued strong donor support (in the
form of loan and grant financing).
Climate change and natural disasters
are severely impacting the region. It is
in this context that PFTAC commences
its 61 Phase. In collaboration with its
partners, it aims to support resilience,
economic growth, and macroeconomic
and financial stability in the region.
PFTAC provides support in seven core
areas with a strong focus on climate
change and FCS.
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INSITITUTIONAL FRAMEWORK

Established in 1993, the Pacific
Financial Technical Assistance Center
(PFTAC) was the IMF's first Regional
Technical Assistance Center. Now
among 17 IMF Regional Capacity
Development Centers (RCDC)
worldwide, PFTAC aims to bolster
Pacific countries' capacity for
designing and executing sound
macroeconomic and financial policies.
This support fosters stability and
sustainable, inclusive growth,
ultimately contributing to the
achievement of the Sustainable
Development Goals.

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

IMF funds CD delivery in the region
using its resources and contributions
from New Zealand, Australia,
European Union (EU), Korea, Canada,
Asian Development Bank (ADB), and
the US, which joined as the seventh

OVERVIEW OF THE PACIFIC
FINANCIAL TECHNICAL
ASSISTANCE CENTRE

PFTAC donor in December 2020.
Donor contributions for PFTAC's fifth
phase total US$34.7 million. Since
Phase V, member countries have
contributed, targeting 10% of PFTAC
overheads, totaling US$ 3.1 million so
far. Occasionally, members provide in-
kind support for regional training, and
development partners co-fund
workshops. The IMF finances the
center director, most local support
staff, and specific office overheads.

GOVERNANCE

The Steering Committee (SC),
consisting of 16 member countries,
seven donors, and the IMF, governs
and oversees PFTAC operations,
granting each member equal voice.
The PFTAC director serves as SC
secretary, while the chair is typically a
senior representative from the host
country of the rotating annual SC
meeting. Since 2019, Fiji chaired the
SC due to COVID. Previously annual,
SC meetings now include a mid-year
session to maintain engagement and
address important issues.

PFTAC's fifth phase began in

November 2016, originally ending on
April 30, 2022. COVID-related budget
savings led to an unspent balance of

13



about US$ 8.7 million by FY2022's
end, allowing the SC to endorse a one-
year extension to April 30, 2023.
Phase VI started on May 1, 2023.

Each phase follows a Program
Document (PD) outlining objectives,
PFTAC programs, and resource
requirements for fundraising. The SC
can endorse changes during a phase if
supported by the IMF and subject to
budget constraints.

The sixth phase of PFTAC operations
begins May 1, 2023 and runs for five
years through April 30, 2028. PFTAC
will moderately scale up its CD
activities, especially to fragile states,
and will cover expanded areas,
including government finance statistics
(GFS)/public sector debt statistics
(PSDS) and a new program and LTX
for Macroeconomic Frameworks
backstopped by the
Capacity Development (ICD). Pending
confirmation of financing, a third Public
Financial Management (PFM) long-
term expert (LTX) focused on climate
change issues will complement the
PFTAC team. Phase VI will assist
governments to address the responses
to the COVID-19, promote inclusive
economic and social development,
including through improved
opportunities for women, and support
the implementation of climate policies.
The strategy calls for an increase in
resources from seven long-term
experts at the end of Phase V to 10
long-term experts, and a budget of
US$ 43.5 million in Phase VI,
approximately on par with Phase V
costs (covering six years operation).

CAPACITY DEVELOPMENT
STRATEGY

PFTAC remains the
provider of CD in the Pacific. Regional
delivery of CD, backstopped by the

|l MF6s CD Departments,

and tailored CD provision, facilitates
coordination and cooperation with key
donors and development partners,
lowers CD delivery costs, and
contributes to building regional support
networks. Beyond the priorities and
strategies documented in the program
document, PFTAC is also guided by
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PFTAC Director Samir Jahjah with Head of Cooperation of the EU Delegation for the Pacific, Mr.
Michal Krejza and Budget Support Team

MF&6s Asi a Paci fi dlexiblemaaroecomenic framework,

AHDE)) Redqoﬁa étrétetb)} Note {R%N)

for CD, covering the next three years
(FY2023 through FY2025).

Regional priorities are significantly
influenced by the COVID response.
Growth remains uneven, fiscal
positions weakened and rising public
debt in some countries is concerning.

Given this outlook, fiscal issues over
the medium term include revenue
mobilization possibly in the context of
Medium-Term Revenue Strategies
(MTRS), PFM priorities around
heightened fiscal risks, and for the
Pacific, resilience and public
investment management in the context
of climate change. Rising debt levels
call for more emphasis on debt-related
CD including on debt statistics, debt
dynamics, and debt management.
Countries are aiming to modernize
_their debt and contingent liabilities

| MFq %na@ehén{neabél #ameworks to meet

the challenges arising from the crisis.
High-quality and comprehensive fiscal
ar?d fliaﬁc‘glsdata |§cﬁ18aﬁjf¥r
supporting fiscal and public financial
management. The COVID crisis and
other shocks have underscored the
need for capacity development in
macroeconomic frameworks, enabling
governments to assess the full
implications of their policy choices.
This requires a well-developed and

suitable near-term forecasting and
projection tools, and enhanced
institutional frameworks for central
banks and finance ministries.

PFTAC PROGRAMS

Overall FY2023 was a strong year.
PFTAC delivered 158 missions/
activities, achieving 83% of the
planned 190 activities, and utilizing
95% of the 2,835 planned technical
assistance days. With improved
regional conditions, PFTAC adopted a
hybrid approach, including 87 in-
country missions/activities, 70 remote
engagements, and one hybrid event.
CD delivery surpassed pre-pandemic
levels, reflecting increased demand for
support in the post-pandemic recovery.

Emphasis on fiscal issues remained
strong in FY2023, with PFM and
Revenue programs accounting for
nearly two-thirds of PFTAC activity. In
FY2023, field delivery by the Revenue
program accounted for 46 percent of
all PFTAC activity, slightly lower than

in 2022. The PFM progr

increased from 12 percent to 15
percent, bringing the total of FAD
activities to 61 percent of all CD. The
shares of the other programs by and
large remained unchanged.
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FY2024 PFTAC's workplan
development involves continuous
dialogue with beneficiaries of the 16
member countries, identifying new
priorities and steps from ongoing
capacity development efforts. Regional
workshops and training events
generate interest and requests for new
bilateral CD, often based on
experience sharing with peers. PFTAC
team is in regular contact with APD
country teams to review ongoing CD
projects and reforms and identify new
priorities. The FY2024 workplan
development was based on meetings
held between the PFTAC and APD
teams from February to March 2023.
Comprehensive FY2024 workplans
have been developed and are
summarized in the next sections.

PARTNER COLLABORATION

Close collaboration with its partners
can enhance PFTAC impact and better
support the development and reform
agenda of its member countries.

PFTAC's close cooperation with
development partners and national,
regional, and international

organizations is a key feature of its
model, leveraging the IMF's convening
authority and institutional knowledge.
This collaboration helps support
sustainable and inclusive development
of member countries. PFTAC works
closely with regional groups like Pacific
Association of Supreme Audit
Institutions (PASAI), Pacific Islands
Tax Administrators Association
(PITAA), Oceania Customs
Organization (OCO), Association of
Financial Supervisors of Pacific Island
Countries (AFSPC) and the University
of the South Pacific ensuring a
productive history of joint training and
TA delivery.

Collaborating with development
partners such as the ADB, the World
Bank, the Organization for Economic
Development and Cooperation
(OECD), and regional organizations
like the Secretariat of the Pacific
Community (SPC), as well as the UN
Development Program (UNDP) and
the UN Economic and Social
Commission for Asia and the Pacific
(ESCAP) enables PFTAC to combine
the expertise of these organizations
with its economic and financial

PFTAC Revenue Advisor, John McAlister with Head of PITAA Secretariat, George Mow and
CEO of Samoa Ministry of Customs and Revenue, Fonoti Talaitupu Lia Taefu
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expertise, resulting in comprehensive
events for their overlapping client
bases. PFTAC also works closely with
national organizations like Australian
Bureau of Statistics (ABS) and New
Zealand Statistics, the Australian Tax
Office (ATO), the Reserve Banks of
Australia (RBA) and New Zealand
(RBNZ).

As more organizations expand their
presence and contributions in areas of
common interest, collaboration
becomes even more crucial. For
instance, ADB's scaling-up of revenue
mobilization efforts necessitates close
collaboration with PFTAC's Revenue
program and PITAA. Similarly, ADB's
newly launched programs to
strengthen macroeconomic statistical
capacity in the Pacific require close
collaboration with PFTAC and partners
such as ABS, SPC, the World Bank,
and New Zealand Statistics.

CROSS CUTTING AND EMERGING
ISSUES

Throughout Phase V, PFTAC has
been responsive to cross-cutting
issues like climate change, inequality,
gender, and support to fragile states.
Climate change has become
increasingly prominent, particularly in
the PFTAC PFM program, with joint
IMF/World Bank Climate Change
Policy Assessments and PEFA
Climate assessments. PFTAC plans to
recruit a third resident PFM advisor
with climate expertise during Phase VI
to meet increasing demand.
Collaboration with MCM led to a high-
level webinar on climate risk in
financial sector supervision and
regulation.

PFM is central to
response to climate change, and
robust PFM systems are crucial for
access to climate financing. PFTAC
co-chairs the Technical Working Group
on PFM and Climate Change Finance
with the Pacific Islands Forum
Secretariat (PIFS), including
representatives from international and
regional organizations.

Gender issues are becoming
mainstreamed within PFTAC's

mandate, recognizing that gender
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gaps are macro-critical and that
policies can exacerbate or narrow
these gaps. Improving women's
access to opportunities and decision-
making roles leads to higher economic
growth, greater stability, and lower
income inequality. Attention to gender
is urgent, as the COVID-19 pandemic
has exacerbated pre-existing gaps.
The IMF integrates gender into IMF
surveillance, programs, and CD,
partnering with other institutions to
support better economic outcomes
through reduced gender gaps.

Support to FCS has also become more
important, with six of the 16 PFTAC

member countries being FCS. The
IMF's FCS Strategy guides expanded
efforts, ensuring tailored and well-
integrated advice, innovative
approaches, and collaboration with
partners to transition from capacity
supplementation to sustained
institutional capacity building over
time.

RESULTS BASED MANAGEMENT

Results-based management (RBM) is
a strategic management tool used by
the IMF to design interventions,

assess impact, and monitor progress
in CD work. PFTAC employs RBM to

....

o - - ]

understand and track CD intervention
effectiveness, enabling improvements
to better meet member country needs.
Despite the pandemic's impact on
Phase 5, 67% of PFTAC milestones
were either largely or fully achieved
across all programs. In FY2023,
PFTAC aimed to accomplish 531
milestones, with each scored from 1
(not achieved) to 4 (fully achieved).
The RBM framework evaluates
potential risks that might hinder on-the-
ground impact. RBM has expanded
during Phase V, tracking more CD
projects on new topics.

IMF Deputy Director, Bo Li meets the Fijian Authorities at the 2022 PFTAC Steering Committee Meeting
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PFTAC Steering Committee Meeting, May 24-25, 2022 i Nadi, Fiji



SECTION |

REVENUE ADMINISTRATION

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

citizensd6 ownership

taxpayers.

OBJECTIVES

(1)  Strengthened revenue
administration management and
governance arrangements

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

()  Improved legal frameworks
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PUBLIC FINANCIAL
MANAGEMENT

The Center supports the planning and
prioritization of PFM reforms based on
the Public Expenditure and Financial
Accountability (PEFA) framework and
assessments; strengthening legal

0 firanteldiks; StredgPenifig bAdget

preparation, budget transparency,
execution; and strengthening budget
monitoring, reporting and
accountability.

OBJECTIVES

(1) Improved PFM laws and effective
institutions

() Comprehensive, credible, and
policy-based budget preparation

(3 Improved budget execution and
control supported by an efficient
financial management information
system (FMIS) and with
responsive internal audit

@  Improved coverage and quality of
fiscal reporting

(5) Improved asset and liability
management

(6) Strengthened management of
fiscal risks

PFTAC PROGRAMS AND
AREAS OF OPERATIONS

BANKING REGULATION AND
SUPERVISION

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

OBJECTIVES

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

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

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

@) Improved supervisory
effectiveness through enhanced
capacity in IFRS knowledge
related to provisioning
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DEBT MANAGEMENT

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 functioning
and depth of domestic debt markets.

OBJECTIVES

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

(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

GOVERNMENT FINANCE
STATISTICS

The Center supports the member
states in compiling and harmonizing
government finance statistics to
ensure they are both reliable and
consistent with international standards.

OBJECTIVES

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

(20 Enhanced transparency of
financial statistics for decision
making through strengthened

di sseminati onDaai a

Standard Initiative
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MACROECONOMIC
PROGRAMMING

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

OBJECTIVES

(1)  Well-functioning macroeconomic
policy and institutions and
improved macroeconomic policy
advice to government through
sound medium-term
macroeconomic frameworks;
strong institutions for policy
making; improved public access to
key macroeconomic and fiscal
information; and sound
macroeconomic surveillance and
policy/ research available for
policy making

REAL SECTOR STATISTICS

In this area, the Center supports the
member states in compiling national

accounts that are robust and compliant

with international standards and in
implementing effective economic
policy tools.

OBJECTIVES

()  Strengthened compilation and
dissemination of data for decision
making

he Fundods

MACROECONOMIC
FRAMEWORKS

The Macroeconomic Frameworks
capacity development work supports
and complements the Macroeconomic
Programming work programme,
developing authorities 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 policymaking

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

(3) Integration of macroeconomic
projections and economic policy
analyses into the economic policy
process, supported by better
internal cooperation and
communication
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PFTAC MEMBER
COUNTRIES AND
PARTNERS

SECTION |

PFTAC MEMBER COUNTRIES

F.S. Micronesia  Marshall Islands
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_ Nauru
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MACROECONOMIC
DEVELOPMENTS

A recovery is underway in the Pacific Island Countries (PICs), driven by the full reopening of borders after years of pandemic-related
isolation, both domestically and internationally. The ongoing rebound in tourism and favorable conditions for some commaodity exporters
accelerated growth to an estimated 1.0 percent in 2022; this recovery followed a cumulative average real GDP decline of 4.9 percent in
2020-21, when Pacific Islands were hit hard by multiple shocks leading to large GDP contractions, a surge in unemployment, expanded
fiscal deficits, and increases in public debt. The late 2022 border reopening for most (except Fiji, which opened earlier) led to an off-
cycle recovery due to a lethargic global economy.

Growth performance among the PICs has remained heterogenousd largely as a function of key sectors (such as tourism and
commodity exports), the presence of local COVID outbreaks and associated lockdowns, and the size and efficacy of policy support. As
a group, the unweighted average real GDP of Pacific Islands with a reliance on tourism (Fiji, Palau, Samoa, and Vanuatu) recovered
at the strongest average pace with average real GDP growth reaching an estimated 1.9 percent in 2022, after the largest cumulative
output loss of 13.6 percent during 2020-21. The group is led by Fiji and Vanuatu, while tourism in Palau remained slow to recover.
Countries with a heavier reliance on commaodity exports (Papua New Guinea and Solomon Islands) lost a cumulative 3.5 percent of
output in 2020-21 and are expected to see an average of 0.2 percent real GDP growth in 2022. While strong global demand benefitted
both economies, multiple shocks in Solomon Islands resulted in a negative projected 2022 growth, while PNG achieved the second
fastest growth among all the PICs. In other countries (Kiribati, Marshall Islands, Micronesia, Nauru, Tonga, and Tuvalu), a mild
economic recovery emerged in 2021 leading to a cumulative positive real GDP growth of 0.6 percent in 2020-21 followed by an
expected 0.6 growth in 2022. Fragile states (Kiribati, Marshall Islands, Micronesia, PNG, Solomon Islands, and Tuvalu) saw a
modest recovery of 0.5 percent in 2022 after a cumulative loss of 1.4 percent of output.

The ongoing recovery in PICs is projected to solidify in 2023 with an average growth of 3.9 percent, but the uncertainties surrounding
the outlook remain high. The expected continuing recovery in global tourism and high commodity prices are expected to remain the
engines of regional growth. It is set to benefit the tourism-dependent subgroup, which is projected to grow at 6.0 percent on average in
2023, followed by the commodity exporters and fragile states, at 3.1 percent each.

Inflation in the PICs has accelerated significantly, from a cumulative average price increase of 3.4 percent in 2020-21 to 6.5 percent in
2022, on the back of food and fuel import price shocks. Inflation is projected to remain persistent, as the 2023 projections for the PICs
in the April 2023 WEO have been revised up by 1.4 percentage points (compared to the October 2022 WEO) to 5.9 percent on
average, reflecting upward domestic price adjustments that may have initially been dampened by the existing administered price
mechanisms and long-t er m ener gy contracts in some Pl Cs. The i mpact of
the 2022 headline inflation numbers, was felt very strongly in every country in the Pacific. Although cumulative 2020-21 price increases
during the pandemic ranged from 1.3 percent for the severely depressed tourism-dependent economies to 6.2 percent for commodity
exporters, 2022 year-on-year consumer prices rose by over 6 percent in each country group. In 2023, inflationary pressures are
expected to persist, led by some tourism-dependent countries.

The average annual inflation in 2023 is projected to remain high, at 5.9 percent. The upside risks to inflation persistence remain a

source of concern and are due to: persistent core inflation and higher inflation expectations in the US; continuing inflationary pressures
withinthe Asia-Paci fi ¢ region; and Chinaébés reopening potentially maki
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The pandemic led to a large deterioration of fiscal positions in the tourism-dependent and commodity exporter groups, and 2022 is
expected to bring only a smal/l i mprovement . The Pl Csd aveerbeeg
followed by a 1.5 percent of GDP deficit in 2022. Meanwhile, the pandemic deficits fueled steep increases in public debt in 8 out of 12
PICs, relative to the pre-pandemic levels. Tourism-dependent economies were the hardest hit, as growth and fiscal revenues
plummeted, while spending needs with respect to healthcare and support for the most vulnerable groups went up. Not surprisingly,
countries such as Palau and Fiji saw the largest increases in debt-to-GDP. Some commodity exporters (such as Solomon Islands and
Papua New Guinea) also experienced increases in debt levels, due to several factors: a slowdown in their exports due to pandemic
border closures; a drop in demand by the trading partners; and a grinding deceleration in the global shipments and other supply chain
logistics.

External balances are estimated to have further weakened in 2022, on the back of a negative terms of trade shock, while foreign
exchange reserves had remained relatively stable. The unweighted average current account balance of the PICs deteriorated from an
average surplus of 1.3 percent in 2020-21 to an estimated deficit of 7.3 percent in 2022. The external position of tourism-reliant
countries continued to deteriorate in 2022, with the average current account deficit estimated to increase from an average 16.9 percent
of GDP in 2020-21 and to a 23.9 percent deficit in 2022. Foreign reserves moved sideways, despite generally weak external positions,
on the back of continued strong donor support (in the form of loan and grant financing) that helped the fragile states maintain an
estimated 2022 average current account surplus of 2.4 percent of GDP.

Pacific Island Countries: Growth Rates by Country Group Pacific Island Countries: Inflation Rates by Country Group
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Pacific Island Countries: Real GDP Growth Rates Eff'f': '_Sla"d cmmh_"es" Inflation
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Joint Fiscal Frameworks Workshop with Institute of Capacity Development, March 2023 i Nadi, Fiji
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SECTION Il

RBM is a strategic management tool
used by the IMF for designing
interventions and assessing impact.
RBM allows the Fund to measure the

Key Achievements -
Summary and Overview

CHART 1. PFTAC ACHIEVEMENT OF 531 MILESTONES, 2023

mNot Achieved ®Partially Achieved mLargely Achieved m=Fully Achieved

results of CD activities. It allows Rss I
progress monitoring 0 n 1 0 Wt 1@ revenue |
advice and training translate into

tangible outcomes, for example better Prv [
budgeting and sounder financial

systems. As such, RBM is a Macro | T ——
crucial component of a robust e I
monitoring and evaluation framework

that helps the Fund understand Fss I
and track the effectiveness of the CD

interventions so that their delivery can 0% 20% 40% 60% 80% 100%
be improved to better meet member

country needs. CHART 2. PFTAC ACHIEVEMENT OF 955 MILESTONES, PHASE V
Country-specific RBM data include the mNot Achieved  ®mPartially Achieved  mLargely Achieved  ®Fully Achieved

log frame elements (objectives, RSS

outcomes, indicators, and milestones)
and the project
of each. The RBM is managed and
assessed by PFTAC advisors in
consultation with the backstopping
department. This approach
emphasizes the clear articulation and
documentation of progress towards the
achievement of specific reform
objectives and outcomes, which are
core of PFTACOSs
important to accurately measure,
analyze, and describe the resources
used and the outputs generated. The
ultimate focus should be on the
progress made by each member
country and the region towards their
overarching objectives of inclusive and
sustainable growth and
macroeconomic and financial stability.

mi ssi
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ma n ag Revenue

PFM

Macro

GFS

FSS

40% 60% 80% 100%

)
X

20%

The pandemic impacted the milestones across all programs in the last year of Phase 5.
Delayed TA and the remote delivery complicated the implementation of TA
recommendations. In the countries themselves, lockdown and remote work reduced
the capacity to push new reforms. The percentage of fully completed milestones in
FY2023, across all programs, was just 4 percent, compared to 43 percent for the entire
Phase. In addition, the return to in-person missions and a robust CD delivery program
in FY2023 aimed at putting back on track the completion of milestones, key to achieve
17 high level objectives: eight for PFM, two for Revenue, four for FSS, and one each
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for the Macro and two statistics
programs. The new Debt Management
program works towards seven core
objectives.

In FY2023, PFTAC aimed to
accomplish 531 milestones. Chart 1
displays the degree of completion, with
each milestone scored from 1 (not
achieved) to 4 (fully achieved).

As FY2023 marks the final year of
Phase V, Charts 2 and 3 offer a
comprehensive assessment of
milestones tracked between November
2016 to April 2023. Despite the
challenges faced in the later years of
the phase, on average, 67 percent of
all PFTAC milestones were either
largely or fully achieved with all
programs achieving close to 50
percent (FSS) or more than 50 percent
(GFS, Macro, PFM, Revenue and
RSS) of milestones as largely or fully
achieved.

Chart 3 offers an overview of the
programs that PFTAC has
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implemented with member countries, focusing on the 17 targeted objectives throughout
Phase V. Milestone progress for all countries varies, as each nation faces unique
conditions, resources, and operating environment. The defined milestones are project
specific and not standardized/ comparable. The RBM framework also includes an
evaluation of potential risks that might hinder impact on the ground.

The scope of PFTAC6 RBM Framework has expanded during Phase V, with the
addition of more CD projects on new topics. For instance, PFTAC tracked 14 objectives
previously compared to 17 during FY2023. The PFM program added two objectives 1
improved public investment management and strengthened fiscal policies and
frameworks. Similarly, the FSS program from a traditional three objectives on banking
and supervision has now expanded to include additional objective on strengthening
cyber security regulations and prudential norms. Some of these may be in an early
stage, and capacity development on such topics will continue in Phase VI to advance
the achievement of milestones.

The RBM dissemination rules permit the publication of targeted country-level outcomes
without prior consent, as long as ratings are not disclosed. The colored disks in chart 4
indicate the level of progress for each program and country where milestones have
been seti results achieved, results broadly achieved, results partially achieved, and
results not achieved.

What is more significant than average milestone or outcome scores is the progress
made by member countries towards their objectives from the CD that PFTAC provided
in FY2023. In this regard, Box 1 provides a country-by-country summary of the main
results achieved or underway during the year. The subsequent chapters elaborate in
detail the efforts of each program and the impact being observed on the ground.
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CHART 3. | MPLEMENTATI ON P ROGR BHASE DIFOGEALTFRAMEB/ORK: NOV 2016 i APR 2023

4. Results Achieved 3. Results Broadly Achieved 2. Results Partially Achieved (2.4< 1. Results Not Achieve . q
(4.0<=3.5) . (3.4<=2.5) 1.5) ‘ (1.4<=1.0) No activity during FY2(
PFTAC Cook L . Solomon Timor
Fiji FSM Kiribati Nauru Niue Palau PNG RMI Samoa Tokelau Tonga Tuvalu  Vanuatu

Region Islands Islands Leste

Public Financial Management

Improved PFM laws and effective institutions . . . .

Comprehensive, credible, and policy based
budget preparation . ‘

Improved budget execution and control . . .

Improved coverage and quality of fiscal reporting . . . . .
Improved asset and liability management . ‘ ‘ . .

Strengthened identification, monitoring, and . ‘ .

management of fiscal risks

Improved public investment management

Strengthened fiscal policies and frameworks ‘

Revenue Policy and Administration

Strengthened revenue administration . . . . . . . .
management and governance arrangements

Strengthened core tax administration functions | @) ® o ® ® (] ® () ()

Develop/strengthen banking regulations and
prudential norms

Implement a risk-based supervision (RBS) syst¢
and upgrade other supervisory processes

Improved financial stability via early detection of
and effective and timely response . . .

Develop/ strengthen cybersecurity regulations
and prudential norms

Macroeconomic Programming
Well functioning macroeconomic policy and

institutions: improved macroeconomic policy . . ‘ . . . . .

advice to government

Government Finance Statistics

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

data on macroeconomic and financial statistics

Real Sector Statistics

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

data on macroeconomic and financial statistics




BOX 1. MAIN RESULTS OF PFTAC TECHNICAL ASSISTANCE CENTER (MAY 2022 TO APRIL 2023)

COOK ISLANDS

ﬂ

1

1

=

Draft supervisory manual prepared
by the Cook Islands Financial
Supervisory Committee reviewed

Review and reconciliation of
statistical discrepancies of the
FY2020 and 2021 GG GFS and
compilation of PSDS for FY2020
and 2021 public sector

Staff capacity built and support
provided to update annual GDP

PIMA completed

Tax audit strengthened. ASPIRE
audit training modules reviewed and
adapted to Cook Islands context

Assistance to resolve and reconcile
data imbalances that impact full
general government consolidation.
Facilitated data sharing and
coordination between the compilers
of fiscal statistics

Support on developing a system that
produces a constant price version of
their measures of GDP by
expenditure component

VAT revenue model developed for

the analysis of existing VAT system
and costing of potential VAT policy
changes

Review of people, capability and
culture, performance management
system designed with support
provided for implementation. Risk
management strengthened with
comprehensive support provided on
Advance Pricing Arrangements,
Transfer Pricing, BEPS, and
Inclusive Framework. Legal
assistance to review VAT Bill

FEDERATED STATES O
MICRONESIA (FSM

ﬂ

GFS assistance on the production of
the sub-annual GFS outputs and the
compilation of public sector debt
statistics

KIRIBATI

ﬂ

T

Collection and compilation of GFS
data on the Revenue Equalization
Reserve Fund to revise
classification of institutional units
and improve mapping of economic
transactions according to GFSM
2014

Update of GDP estimates to 2021.
GDP rebasing support with focus on
mapping 2019 HIES into national
accounts concepts and classification

Update of PFMA and development
of PFM Roadmap

Assistance to KTD on implications of
joining BEPS Inclusive Framework.
Support on improving taxpayer
services and VAT processes

NAURU

ﬂ

T

T

Capacity supplementation to assist
with compilation of latest fiscal
statistics - annual GFS and PSDS
for budgetary central government
sector

National accounts support to
produce GDP estimates for 2020-21

Development of PFM Roadmap
following AgilePEFA assessment in
FY2022

Revenue assistance to enhance
compliance improvement strategy
and core tax functions

ﬂ

Compilation of new dataset with
national accounts updated to 2021

PFM support on drafting PFMA and
developing audit, fraud, and
procurement policies

Revenue assistance to implement
reform process; improving business
processes and compliance,
organization, and people
performance

PALAU

ﬂ

National accounts support to
document and review
methodologies to produce GDP
volume estimates. Course on
national accounts deflation
technigues and application provided.
Further assistance to develop
producer price and international
trade price indexes

Completion of AgilePEFA
assessment

Comprehensive revenue support
provided for implementation of tax
reforms including staff trainings,
taxpayer readiness, and introduction
of PGST and BPT in January 2023.
Additional legislative support
provided on tax reform bill
regulations and PGST/ BPT
amendments

PAPUA NEW GUINEA

il

National accounts support to review
economic statistics to improve GDP
estimates

Comprehensive support on
development and introduction of
new revenue administration
organizational structure with further
assistance on implementation 1
review of submission to establish
IRC structure, change impact
assessment, HR implementation
plans. Review of reform progress
focused on 2019 TADAT
recommendations and subsequent
MTRS. Further support on reviewing
tender specifications for deployment
of new tax ICT system

Development of Medium-Term Debt
Management Strategy and training
provided on fundamentals of public
debt management

REPUBLIC OF MARSHALL ISLANDS

1‘[

Development of risk management
and prudential standards for
Marshall Islands Development Bank
and other non-banking credit
institutions. Impact study of revised



prudential regulation and review of
the draft banking act completed

GFS assistance to assess progress
of production of the sub-annual GFS
outputs and the compilation of
PSDS

Support provided on external sector
statistics to improve balance of
payments statistics

PFM assistance to increase
transparency in budget presentation

ﬂ

1

1

Staff capacity built on cyber
security-on-site examination

Review of GFS compilation practice
to identify cause of discrepancy
between budget estimate and
outturn data

Staff capacity built on Forecasting
ad Policy Analysis System and
Nowcasting

Fiscal risk framework strengthened
under PFM program. Cash
management reforms progressed.
Implementation of risk-based audit

Current state assessment of core
tax functions completed. Support
provided to develop a new
organization structure. Further
assistance on implications of
outsourcing debt collection function
and strengthening debt collection.
Review of revenue reforms
undertaken

SOLOMON ISLANDS|

ﬂ

Training provided on financial risk
analysis. Developing regulatory
framewor k for
Sector diagnostics conducted and
compilation of Financial Health and
Soundness Indicators

NBCI

Staff trained on QNA compilation
with update of national accounts to
2021

HQ led support on options for
comprehensive tax system reform
program including training on
designing and implementing MTRS.
Job descriptions developed to
facilitate implementation of function-
based structure. Review of revenue
reforms

TIMOR-LESTE]

ﬂ

T

T

Extensive training on financial
programming provided under Macro
program

Top-Down approaches to budgeting
strengthened

Support on implementation of VAT i
high level plan developed.
Resources and tools developed with
training provided to improve
collection, payment, and debt
management. SOPs developed on
tax audit business processes

Debt reporting capacity
strengthened

TONGA

T

Continuation of Insurance
Regulatory Reform project i review
of prudential and risk management
standards and impact study of
revised regulations, diagnostic of
NBFIs conducted and assistance on
financial risk analysis and prudential
reporting framework

Review of the GFS compilation file
to align with GFSM 2014.
Assistance on compilation of
functions of government for FY2020
provided

nsurance
Assistance on compilation of
guarterly national accounts and
identifying feasible path towards its
publication

9l Support provided on Macro-Fiscal
Framework

9 PFM training provided on asset
management framework

TUVALU

9 Impact study of revised/ new
prudential standards completed

91 Improvements to BOP coverage i
updating external sector statistics
data. Compilation of draft 2021 GDP
estimates

9 Macro-Fiscal Framework support
provided.

9]  Cash management practices
strengthened

91 Revenue support to review
implementation of compliance
improvement strategy, operational
plan, and organizational structure

91 Debt management support to

strengthen debt reporting capacity
and staff trained on fundamentals of
public debt management

il

il

il

il

Prudential and risk management
standards reviewed, and impact
study templated developed

Extensive training on financial
programming under Macro program

Revenue assistance provided on
planned implementation of
electronic fiscal device system.
Audit function strengthened. Legal
support to develop Substantial
Economic Presence legislation

Debt management support on
medium-term debt management
strategy development and
implementation



2,685

field person days of CD

|

delivered

=[] 158

S activities executed by
PFTAC  advisors and experts,
comprising 27 regional workshops/

activities and 131 missions to member
countries or support for regional
activities

N
Uball 950

execution rate of the mid-year
updated work plan (2,685 TA days
versus 2,835 planned), and 83% of
missions (158 of 190 planned)

914

professional government
staff (of which 50 percent were
women) were trained from the 16
PFTAC member countries in 27
regional training events totaling 2,806-
person days of training

&E 25%
of CD is delivered by the
team of ten resident
PFTAC advisors (678 of 2,685 TA
field days), and 75 percent by

members of the | MFO&s
term experts
US$ 7.1 million

of total expenses from a

O
budget of US$ 8.1 million

(approx. 88%), excluding the 7% trust
fund fee

o/ 61%
of CD was fiscal, either
PFM or Revenue (1,640 of 2,685 field
days), with 46% just Revenue (1,239
days)

US$ 38.3 million

contributions received

from seven donors and
from 15 of 16 PFTAC countries against
US$ 39.5 million original fund-raising
rtaogett er of short

23%

of resources (615 days)

provided to six! PFTAC
countries designated as fragile
(FSM, RMI, PNG, Solomon Islands,
Timor Leste, and Tuvalu)

1 As per FY23 World Bank classification

CHART 4: FY2023 TOTAL TECHNICAL ASSISTANCE DAYS BY COUNTRY (2,685 DAYS)

Cook Islands

8%
Tuvalu
4%

Tonga
5%
Timor-Leste \
7%

FSM
0.3%
Solomon Islands
5% Kiribati
7%
Samoa Nauru
7% 2%
Niue
4%

Regional
18%
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A HIGH LEVEL OF EXECUTION

FY2023 marked the final year of
Phase V operating cycle for PFTAC.
The Center delivered 158 missions/
activities, achieving 83 percent of the
planned 190 activities for FY2023 and
a 95 percent outturn of 2,685 TA days
against the mid-year adjusted plan of
2,835 TA days (excluding Debt
Management program that delivered 7
missions over 145 TA days). This year
saw a return to in-person CD delivery
to member countries previously
suspended due to COVID. As the
region desonomic situation improved
led by tourism-dependent economies,
most of the Pacific region is now open
for travel.

PFTAC adopted a hybrid approach to
CD delivery, with 87 in-country
missions/activities, 70 remote
engagements and 1 hybrid event.
FY2023 outturns surpassed pre-
pandemic levels, marking the highest
achievements during Phase V in terms
of TA days and number of missions.
This reflects the increased demand
and needs of member countries to
strengthen economic institutions and
support the post pandemic recovery.

PFTAC consistently communicated
with country authorities to reestablish
and renew relationships with officials,
including those in new leadership
roles, to gain a better understanding of
their technical assistance priorities and
challenges. The feedback and
outcomes informed the mid-point
revision of the baseline workplans,
which were scaled down by 28 percent
(3,962 to 2,835 days) and 17 percent
(228 to 190 missions/ activities). The
hybrid approach was maintained to
support in-person missions when
faced with travel difficulties, enabling
members to participate remotely.

In line with Phase VI strategic
objectives, PFTAC expanded with two
additional advisors joining the team.
The new GFS/ PSDS advisor joined in
November. The GFS position was
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discontinued in August 2021, with a
scaled down program continuing
through FY2022 via several STX-
delivered missions that picked up pace
in FY2023. ICD and PFTAC recruited
a Macroeconomic Frameworks advisor
who joined the team in February 2023.
Finally, the former Revenue Advisor,
Georg Eysselein completed his term in
October and was replaced by John
McAlister in November. The team at
present comprises nine PFTAC-funded
advisors (excluding the separately
financed debt management advisor).
The recruitment of the Climate PFM
Advisor is contingent upon financing
arrangements and ongoing
discussions with partners.

STX utilization rose by 47 percent in
FY2023 over FY2022 (up from 1,368
to 2,007 days), with a 21 percent
increase in LTX field utilization (up
from 561 to 678 days). The STX
utilization topped pre-COVID trend
with a higher utilization rate than FY19
when STX days peaked at 1,441. The
robust execution rate of missions and
number of activities explains the high
STX resource utilization rate and the
ability to recruit STXs for in-person
missions following the resumption of
travel in the region. For the first time,
PFTAC recruited regional expert under
the Revenue program. The RSS
program recruited a local expert as
well from Fiji Bureau of Statistics to
lead a national accounts mission to
Cook Islands.

The average mission duration
improved during the fiscal year with
missions taking an average of 17.4
days in FY2022 to 17.0 days in
FY2023. Remote engagement became
increasingly challenging and time-
consuming spanning over several
months compared to time-bound in-
person TA delivery. However, virtual
engagement will continue to play a
valuable role, especially before and
after in-country missions in specific
topics and supports requiring more

continued engagement, like legislation,
procedures or guideline drafting. The
pandemic has demonstrated that
virtual CD is a viable complement, but
not a substitute for in-person delivery.

In FY2023, field delivery by the
Revenue program accounted for 46
percent of all PFTAC activity, slightly
lower than in 2022. The PFM

programbs share increz:

percent to 15 percent, bringing the
total of FAD activities to 61 percent of
all CD. The FSS share increased from
11 to 14 percent while the Statistics
increased to 15 percent. The Macro
share declined from 13 percent to 10
percent due to the expansion of
country coverage and CD volume in
last fiscal year, while the total TA days
remained stable in the current year.

In-person regional events prompted
peer-learning and support community
of practices amongst PICs
policymakers i a welcome change
from purely remote and virtual events.
Out of the 27 regional activities
conducted, 13 were in-person with 12
hosted in Fiji and one in Apia, Samoa.

The effectiveness and impact of
PFTAC's efforts have been enhanced
through collaboration with regional
bodies such as the PITAA, AFSPC,
and the OCO.

Joint events were organized on
Consistency between Macroeconomic
Data Sets with the IMF Capacity
Development Office of Thailand
(CDQT), and a high-level Seminar on
Rise of Digital Money: Implications for
PICs in conjunction APD and MCM
Departments. In addition, the Macro
program partnered with ICD to deliver
a Fiscal Framework training and with
Singapore Training Institute (STI) to
deliver a GDP(E) Forecasting
Workshop, while the PFM program
conducted a Gender Budgeting
Workshop led by the Fiscal Affairs
Department (FAD).
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TABLE 1. PFTAC TA DELIVERY BY STX/LTX DAYS: FY17, FY18, FY19, FY20, FY21, FY22, FY23, FY24 (Plan)

FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 | FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24
MACRO 0 0 11 0 12 117 108 82 164 137 121 90 103 142 160 149
ESS 154 167 198 131 122 99 215 91 88 88 55 54 83 104 150 76
GFS 0 50 69 29 13 41 95 52 0 113 78 7 66 10 45 102
RSS 249 170 152 87 40 81 177 155 131 119 89 89 94 91 83 118
PFM 187 308 285 253 139 132 273 419 173 196 184 155 128 106 128 274
REVENUE 301 395 726 756 813 898 1139 512 111 87 92 43 64 108 100 143
MF 0 22 12 120

SUB-TOTAL

TABLE 2. PFTAC TA DELIVERY BY TOTAL TA DAYS AND MISSIONS: FY17, FY18, FY19, FY20, FY21, FY22, FY23,
FY24 (Plan)

FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 | FY1l7 FY18 FY19 FY20 FY21 FY22 FY23 FY24
MACRO 164 137 132 90 115 259 268 231 14 16 15 10 8 14 16 16
ESS 242 255 253 185 205 203 365 167 20 15 16 13 21 13 18 19
GFS 0 163 147 106 79 51 140 154 0 11 10 7 12 6 11 12
RSS 380 289 241 176 134 172 260 273 25 21 16 13 16 15 18 21
PFM 360 504 469 408 267 238 401 693 31 37 33 24 19 14 20 27
REVENUE 412 482 818 799 877 1006 1239 655 44 37 63 57 54 49 74 58
MF 12 142 1 18

SUB-TOTAL

1558 1830 2060 1764 1677 2077

* Program: Macro i Macroeconomic Programming and Framework; FSS i Financial Sector Supervision; GFS i Government Finance Statistics; RSS 1
Real Sector Statistics; MF i Macroeconomic Frameworks; DM i Debt Management

CHART 5. FY2023 TOTAL 2,685 TA DAYS BY PROGRAM

Statistics, 15%

Public Financial
Management,
15%

Financial Sector
Supervision,
14%

Macroeconomic
Programming &
Framework, 10%

Revenue
Administration,
46%
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CHART 6. FY2023 EXPERT DAYS DELIVERING TA i 678 LTX and 2,007 STX DAYS
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In FY2023, there has been an increase
in activities in fragile states compared
to the previous year. PFTAC has
provided support to six FCS, namely
FSM, RMI, PNG, Solomon Islands,
Timor Leste, and Tuvalu, which
constitutes 23% of total TA delivery,
with 615 of 2,685 total TA days,
compared to 597 days in FY2022. The
lower percentage compared to FY2022
and the Phase V average of 34% is
due to the exclusion of Kiribati in the
FY23 World Bank FCS classification.

In-person engagement in FCS is
expected to increase significantly in
FY2024, in support
Climate Strategy to promote capacity
development in some of the most
challenging environments in the Pacific
region.

Six countries (Fiji, Cook Islands,

Timor-Leste, Kiribati, Samoa, Palau)
benefitted from 50.7 percent of total
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of

TA days, regional activities used 18.1
percent of TA days while the balance
of 31.3 percent was shared by the

remaining PFTAC member countries.

Fiji and Cook Islands remained in top
tier due to substantial revenue support
including Timor-Leste where CD
engagement expanded significantly
during the fiscal year across both
Revenue and Macro program. Palau
continued to receive ramped-up
supportont he governmentds
agenda with the Palau GST introduced
in January. Kiribati from lower tier
previously moved up due to support
atrds®all pragmrardséescept Macro.
Samoa became well positioned and
received assistance under revenue
program focused on reforms to
separate the tax and customs
functions.

Assistance to Vanuatu remained
stable. Tonga drops from top tier to

mid-tier due to rehabilitation phase
following volcanic eruption and
tsunami with prospect for stronger
engagement in next fiscal year. Papua
New Guinea remains in mid-tier with
continuing revenue support on
organizational restructure. Solomon
Islands moves from fifth to ninth place
that received inflation forecasting
Macro support in previous year that is
only half offset by increased support
under FSS and RSS programs. Niue
remaified a modest user of PFTAC
services, with assistance mainly on
PFM legislation, updating national
accounts, and revenue reforms.

The four microstates (FSM, Marshall
Islands, Nauru, and Tuvalu) actively
engaged in FY2023, with much of the
planned support for FSM deferred to
FY2024. Only one in-country GFS
mission was delivered in February.

34



TABLE 3. EXECUTION OF WORK PROGRAM DURING FISCAL YEAR 2023 (IN PERSON-DAYS)

I\/Iay 2022 through April 2023

Satiion
ReS|dent Short-term Total WA Execution rate
advisors experts rate

COOK ISLANDS 71% 201 103%
F1JI 46 368 414 510 81% 390 106%
KIRIBATI 22 168 190 244 78% 166 114%
MARSHALL ISLANDS (RMI) 34 49 83 196 42% 144 58%
MICRONESIA (FSM) 7 0 7 120 6% 16 44%
NAURU 30 26 56 50 112% 42 133%
NIUE 6 98 104 56 186% 76 137%
PALAU 41 128 169 254 67% 151 112%
PAPUA NEW GUINEA (PNG) 5 101 106 327 32% 141 75%
SAMOA 43 137 180 318 57% 218 83%
SOLOMON ISLANDS 48 74 122 192 64% 143 85%
TOKELAU 0 0 0 0 - 0 -

TIMOR-LESTE 55 144 199 280 71% 283 70%
TONGA 79 51 130 315 41% 150 87%
TUVALU 15 83 98 181 54% 109 90%
VANUATU 71 63 134 313 43% 246 54%
Regional work & workshops 144 341 485 315 154% 359 135%
GRAND TOTAL 678 2007 2685 3962 68% 2835 95%
Fragile states 164 451 615 1296 47% 836 74%

TABLE 4. IMPLEMENTATION OF THE FISCAL YEAR 2023 WORK PROGRAM (IN NUMBER OF ACTIVITIES)

Activities Baseline Execution Updated Execution
executed Rate Rate

COOK ISLANDS 7 14 50% 8 88%
F1JI 22 22 100% 26 85%
KIRIBATI 11 15 73% 10 110%
MARSHALL ISLANDS (RMI) 6 14 43% 10 60%
MICRONESIA (FSM) 1 7 14% 2 50%
NAURU 4 100% 3 133%
NIUE 5 5 100% 6 83%
PALAU 8 13 62% 7 114%
PAPUA NEW GUINEA (PNG) 8 17 47% 13 62%
SAMOA 11 17 65% 12 92%
SOLOMON ISLANDS 9 13 69% 11 82%
TOKELAU 0 0 = 0 =

TIMOR-LESTE 13 18 2% 19 68%
TONGA 7 15 47% 10 70%
TUVALU 7 11 64% 9 78%
VANUATU 9 17 53% 14 64%
REGIONAL 30 26 115% 30 100%
GRAND TOTAL 158 228 69% 190 83%
FRAGILE STATES 44 80 55% 64 69%
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In FY2023 training delivery expanded
significantly, with 27 regional
workshops/ events training 914
government officials, an 84 percent
increase from the previous year.
These events accounted for 2,806
training days, compared to 1,750 days
in FY2022. The average course
duration decreased from 3.5to0 3.1
days as half of them were held virtually
over a shorter period, and often just
one day.

Fiji was the most popular training
venue, hosting 12 events in Nadi and
one in Apia, Samoa. PFTAC aims to
host regional events in other countries
if cost-effective, given high travel costs
post-pandemic. Each program
conducted at least one in-person
event, with the Debt Management
program also organizing a workshop
on Medium Term Debt Management
Strategy Framework.

The Revenue program held 15 events,
mostly in collaboration with PITAA and
one with OCO. The webinar series on
Leadership, Governance, and Integrity
concluded, while the first joint training
with OCO focused on strengthening
collaboration between tax and customs
compliance teams in PICs. A new
planning series for senior leaders was
introduced, covering strategic,
operational, and business continuity
planning for tax administrations. After
the PITAA Heads meeting in August,
three one-day workshops addressed
Gender in Tax Administration,
Effective Information Systems
Management, and Investing in Tax
Administration, with follow-up in the
second half of the fiscal year. The
ISORA workshop facilitated survey
understanding, resulting in all PFTAC
member countries completing it. The
Performance Management workshop
emphasized the importance of
effective PMS for achieving
organizational goals and workforce
development, while the Tax Audit
workshop aimed to enhance tax audit
capabilities and voluntary compliance
support.
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PFTAC leads PEFA assessment in the
region, providing diagnostic analysis,
crucial for designing reform programs.
To strengthen reform planning,
sequencing and prioritization, the PFM
program delivered a workshop on
PEFA and PFM Reform Prioritization
with support from PEFA Secretariat
and drawing upon the
recommendations of the IMF Working
Paper6 Revi ew of t he
Management Reform Strategy for
Pacific Island Countries, 2010-2 0 2.0
The EU and PIFS participated in the
event in Nadi. Following the PIMA
mission in Cook Islands in September,
a hybrid workshop introduced the
Climate-PIMA framework, adding a
climate-responsive aspect to PIMA
and assessing countries' capacity to
manage climate-related infrastructure.
A Gender Budgeting workshop helped
countries develop a deeper
understanding of gender budgeting
practices and their integration with
each stage of the budget cycle.

After a gap of three years, an in-
person Annual Meeting and Workshop
of the AFSPC was organized in Fiji in
December. PFTAC co-hosted the
event with Bank of Papua New Guinea
(BPNG). The Australian Prudential
Regulatory Authority (APRA), Reserve
Bank of New Zealand (RBNZ) and
ADB joined the event. The meeting
enabled countries to exchange
relevant financial sector information
and training provided on banking
supervision. Two additional courses on
Stress Testing to strengthen financial
sector risk management as well as on
Insurance Regulation and Supervision
were organized.

The Macro and RSS programs joined
efforts to convene a regional workshop
in Nadi covering interrelated themes
on National Accounts and GDP(E)
Measurement and Forecasting.
Government officials from Ministry of
Finance and the Statistics office
attended the workshop and
appreciated the combined training. A
second workshop with ICD trained the
officials on Fiscal Frameworks to

strengthen knowledge of the fiscal
sector as well as analysis of fiscal
policy and forecasting. Both
workshops benefitted from
contributions of the resident advisor of
the STI.

The Statistics Department facilitated a
virtual GFS and PSDS workshop with
presentations from PFM and Debt

P u b |Mamageménnpeograni emnphasizing

the strong linkage with GFS
compilation in August. A second in-
country regional training was
conducted in April to build capacity in
the compilation, analysis, and
dissemination of fiscal and debt
statistics in the PICs. Separately, the
RSS advisor contributed to the
regional training organized with CDOT
to improve external sector statistics in
the Asia-Pacific region. Training was
designed to help participants
understand compilation challenges
and the linkage between external
sector statistics and other three
macroeconomic sectorsi national
accounts, GFS and monetary and
financial statistics.

PFTAC collaborated with APD and
MCM to host a Regional Seminar in
Rise of digital Money: Implications for
Pacific Island Countries. The PICs
have been facing payment-related
challenges including low financial
inclusion and inefficient and costly
cross-border payments. An evolving
landscape of digital money could bring
both significant opportunities and
serious challenges. This conference
focused on strategies to develop digital
payments and digital money in the
PICs.

The importance of gender issues and
opportunities are integral to the
PFTAC objective of promoting
inclusive growth. The gender
breakdown of total officials trained
across PFTAC regional trainings and
workshops was almost balanced at
50.2 percent males (459 of 914) and
49.8 percent females (455 of 912).
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TABLE 5. FY2023 WORKSHOP/ SEMINARS

Sector Partner Location
Macro ICD/ STI Nadi, Fiji
Macro/ —
RSS Nadi, Fiji
Macro APD/ MCM Nadi, Fiji
FSS Nadi, Fiji
FSS Nadi, Fiji
FSS Nadi, Fiji
GFS Virtual
GFS Nadi, Fiji
RSS CDOT Nadi, Fiji
PFM FAD Hybrid
PFM Nadi, Fiji
PFM FAD Virtual
Revenue PITAA Virtual
Revenue OCO/ PITAA  Virtual
Revenue PITAA Virtual
Revenue PITAA Virtual
Revenue PITAA Virtual
Revenue PITAA Nadi, Fiji
Revenue PITAA Nadi, Fiji
Revenue PITAA Virtual
Revenue PITAA Virtual
Revenue Virtual
Revenue PITAA Nadi, Fiji
Revenue PITAA Virtual
Revenue Virtual
Revenue Virtual
Apia.
Revenue PITAA Sarn
DM Nadi, Fiji

In FY2023, PFTAC programs
demonstrated strong outcomes in
terms of activity (mission and TA
delivery days), and a lower financial
outturn. At the end of the financial
year, budget implementation rate
stood at 88 percent with US$ 7.6
million expenditure against a budget of
US$ 8.7 million (including the 7
percent trust fund management fee),
partly attributed to remote activities
that entail lower costs than direct
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Topic
Fiscal Frameworks Workshop

GDP(E) Measurement and Forecasting Workshop

Seminar on Rise of Digital Money: Implications for
PICs

AFSPC Meeting and Banking Supervision Workshop
Stress Testing Workshop

Insurance Regulation and Supervision

Government Finance Statistics Training

Government Finance Statistics Training

Regional Training on Consistency Between
Macroeconomic Data Sets

PIMA and C-PIMA Workshop

PEFA and PFM Reform Prioritization Workshop
Gender Budgeting Workshop

Leadership, Integrity, and Good Governance

Tax Investigations - VAT Workshop

Planning Series for Senior Leaders - Strategic
Planning

Planning Series for Senior Leaders - Operational
Planning

Effective Revenue Management System Workshop
Gender in Revenue Administration Workshop
Investing in Tax Administration Workshop

Planning Series for Senior Leaders: Operational
Planning Il - Performance Standards

Planning Series for Senior Leaders: People
Management

ISORA Workshop

Performance Management System Workshop

Planning Series for Senior Leaders: Business
Continuity Planning

Revenue Management System Workshop

Gender in Practice Workshop
Tax Audit Workshop

TOTAL

Medium-Term Debt Management Strategy
Framework and AT

GRAND TOTAL

delivery. The FY2023 financial outturn
is on par with FY2019 - the highest
budget utilization rate achieved by
PFTAC in a normal year of operations
before COVID.

The FY2023 SC approved budget of
US$ 9.3 million was adjusted to US$
8.7 million based on cash availability at
the end of FY2022. To meet the
demands of PFTAC membership, the
objective was to maximize the usage

D(lg:)tliso)n Male = Female Total Trg;r;i;lg
® 9 11 20 100
5 19 22 41 205
2 27 9 36 72
5 21 14 35 175
5 12 14 26 130
5 15 14 29 145
3 32 40 72 216
5 10 18 28 140
® 8 9 17 85
3 26 23 49 147
4 20 28 48 192
5 18 50 68 340
1 10 12 22 22
3 60 27 87 261
1 14 8 22 22
1 16 14 30 30
1 L5 7 22 22
1 14 7 21 21
1 13 7 20 20
1 13 12 25 25
1 17 16 33 33
1 9 11 20 20
5 9 12 21 105
1 13 9 22 22
1 18 11 29 29
1 7 25 32 32
5 14 25 39 195
77 459 455 914 2806
5 8 14 22 110
82 467 469 936 2916

of financial resources before the end of
Phase V operating cycle on April 30,
2023.

The budget outturn for each program
varies - the PFM, GFS, FSS and RSS
programs utilized 90 i 100 percent of
the budget while Revenue and Macro
Frameworks had a budget utilization
rate of 82 and 58 percent respectively.
The Macro program budget outturn
stood at 115 percent.



The cash balance at the end of Phase
V is US$ 1.3 million. The proposal to
carry forward remaining Phase V funds
was submitted for SC endorsement.

The SC endorsed the proposal to
transfer the balance of US$ 1.3 million
to Phase VI. The cash balance will be
managed as per the funding

agreement rules and the rollover of
funds to the new Phase VI will be
determined on a pro-rata share for
each contributor.

TABLE 6. FY2023 FINAL PROGRAM OUTTURN (US DOLLAR) AND PERCENT OF BUDGET EXPENDED

Project

Public Financial Management
Revenue Administration

Banking Supervision and Regulation
Real Sector Statistics

Government Finance Statistics
Financial and Fiscal Law

Admin Project

Macroeconomic Advisor

Training project

Macroeconomic Frameworks (ICD)
Governance and Evaluation
Strategic Budget Reserve

Total TA Provision/ Delivery

Trust Fund Management

Phase Summary

$8,679,446

FY2023
Vl\glﬁzkézg Expenses Exe(c(:)/L;)tion
1,526,603 1,382,874 91%
3,008,657 2,457,138 82%
993,307 964,213 97%
697,519 687,281 99%
512,648 480,482 94%
152,962 33,535 22%
245,549 193,548 79%
701,046 803,852 115%
210,000 122,725 58%
8,340 - -
55,000 - -
$8,111,632 $7,125,648 88%
567,814 498,795

$7,624,443

IMF Contribution

TOTAL

g W copences
9,366,027 7,863,850 7,720,121
7,460,370 11,451,855 10,900,335
4,937,427 4,726,211 4,697,117
5,020,086 3,767,113 3,756,876
2,151,107 2,502,891 2,470,725

403,199 455,989 336,562
901,906 1,224,706 1,172,704
4,121,853 3,366,121 3,468,927
523,112 92,623 92,623
210,000 210,000 122,725
373,125 396,727 388,387
137,000 55,000 -
$35,605,212 $36,113,087  $35,127,102
2,492,365 2,527,916 2,458,897
$38,097,577 $38,641,003  $37,585,999
3,808,742 3,808,742 4,429,889
$41,906,319 $42,449,745  $42,015,889

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

FUND RAISING for Phase V
concluded in FY2022 with a final donor
contribution of US$ 500,000 from
Korea, bringing the total to US$ 34.68
million from the seven donors. Three
member contributions totaling US$
152,000 were received that same year,
amounting to a total of US$ 3.06
million. These included a final payment
from Fiji, an additional payment from
Niue with an initial contribution from
Palau after signing a Letter of
Understanding (LOU) in FY2022.

During Phase V, six member countries
made full contributions. Combined with
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donor and member contributions, as
well as funds carried forward from
Phase IV, the total available funds
reached US$ 38.2 million. The
Japanese government-financed Public
Debt Management program, which
received a US$ 3.0 million
contribution, is not included in
PFTAC's fundraising and accounting.

Projected Phase V expenses through
FY2023 amount to US$ 37.6 million,

including the trust fund fee, leaving a
cash balance of US$ 1.3 million.

During Phase V, an additional
contribution from the Government of
Australia, and contributions from the
Government of Canada and the US
ensured adequate financing for the
Phase V. COVID-19 induced savings
expanded the budget envelope beyond
the expected final year of the phase.
The 2022 SC meeting endorsed a 12-
month extension.

Phase V concluded on April 30, 2023.
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TABLE 7. STATUS OF FINANCIAL CONTRIBUTIONS FOR PHASE V (AS OF APRIL 30, 2023)

PARTNERS
ADB

Australia

Canada

European Union

Korea

New Zealand

United States
SUBTOTAL, PARTNERS
MEMBER COUNTRIES
COOK ISLANDS

FIJI

KIRIBATI

MARSHALL ISLANDS (RMI)
MICRONESIA (FSM)
NAURU

NIUE

PALAU

PAPUA NEW GUINEA (PNG)
SAMOA

SOLOMON ISLANDS
TOKELAU
TIMOR-LESTE

TONGA

TUVALU

VANUATU

SUBTOTAL, MEMBER COUNTRIES

BROUGHT FORWARD FROM

Australia
European Union
Korea

New Zealand

Currency*

| U.S. dollar |
Aust. dollar
Can. Dollar
Euro

U.S. dollar
NZ dollar
U.S. dollar

U.S. dollar
u.s.
u.s.
u.s.

u.s.

dollar
dollar
dollar
dollar
U.S. dollar
U.S. dollar
U.S. dollar
U.S. dollar
U.S. dollar
U.S. dollar
U.S. dollar
U.S. dollar
U.S. dollar
U.S. dollar

U.S. dollar

PHASE IV
U.S. dollar
U.S. dollar
U.S. dollar
U.S. dollar

SUBTOTAL, FUNDS BROUGHT FORWARD

GRAND TOTAL
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(partner currency)

800,000
12,600,000
1,500,000
6,000,000
2,500,000
18,000,000
2,000,000

LoU Pending

(U.S. dollars)

800,000
9,494,573
1,128,329
7,013,442
2,500,000

12,411,168
2,000,000
35,347,512

110,000
687,500

82,500
110,000
110,000

82,500
27,500
110,000
1,375,000
165,000
165,000
11,000
550,000
110,000
27,500
165,000

800,000
9,267,500
1,136,191
6,829,368
2,500,000

12,144,520
2,000,000
34,677,579

90,040
687,500
65,975
50,000
40,000
81,968
e rs
80,000
1,375,000
165,000
167,646
11,000
0
49,975
17,500
150,000

3,888,500

3,051,579

160,000
157,729
46,347

154,242

39,236,012

518,318
38,247,476

Payments pending (U.S. dollars)

o O O o o o o

o

19,960
0
16,500
60,000
70,000
532
7,500
30,000
0
0
0
0
0
60,000
10,000
15,000
289,492

289,492
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SECTION Il

MAIN ACHIEVEMENTS

@)

PFTAC has assisted in
developing standard operating
procedures (SOPs) for the core
tax functions of Service
Collections, and Audit for the
Cook Islands, which can be
adopted and customized for other
PICs. As SOPs are necessary for
all PICs, this initiative is expected
to enhance their tax administration
systems;

Revenue administrations in the
Pacific have started
implementing a functional
approach to core delivery to @
prioritize their efforts and align
with the pillars of tax compliance.
In Papua New Guinea, PFTAC
shifted its support from the
functional design of a new
organization to the implementation
of a functional structure. In Tuvalu
and Niue, PFTAC proposed
functional approaches that
reflected the small size of their
revenue administrations. The
adoption of functional operating
models is expected to enable
PICs to achieve better outcomes
and improve the efficiency of their
tax administration systems;

PFTAC strengthened tax audit
capabilities in the region. This
includes customized training (6
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REVENUE
ADMINISTRATION

based on the New Zealand
Acquisition of Skills Programme
for Inland Revenue Employees,
piloted in the Cook Islands and
being updated. An in-person
workshop for junior audit staff
from 15 countries was also held to
improve their understanding of
good audit practices and
compliance risk management.
Additionally, PFTAC provided
audit CD to Kiribati, Cook Islands,
and Timor-Leste to grow audit
capabilities;

IMF experts have developed an
analytical approach to
identifying high-risk taxpayers
for tax audits, as traditional (6)
manual methods can be time-
consuming and ineffective.
PFTAC conducted awareness
training in analytics, data analysis
tools, automated workflows, and
case selection processes to build
capacity in this area of tax
administration. This has resulted
in a better understanding of the
skills required to implement an
analytics-driven approach, leading
to more efficient and effective tax
audits, improved revenue
recovery, and better resource
allocation;

Revenue administrations, such as

Papua New Guinea, Palau, and
Solomon Islands, have developed
multi-year strategic or reform
plans and annual operational
plans to align their CD
programs with country strategic
plans and outcomes, as
recommended by PFTAC. These
plans also address key themes
such as gender and diversity,
digitalization, and climate. With
clear strategic directions and
collaboration with partners,
PFTAC is able to facilitate
medium-term CD plans and work
with suitable partners to deliver
better outcomes overall;

PFTAC has fostered closer
collaboration with key
stakeholders in revenue
administration, resulting in
greater cooperation and improved
outcomes. In Palau, PFTAC
worked with the Australian
Government and the ATO to
provide significant external
communication capability support,
with subject matter expertise
provided by PFTAC experts
working alongside ADB in-country
experts. While PFTAC usually has
a longer-term view of all CD
required, collaboration with other
partners to a clear plan provides
necessary support to PICs to
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achieve their outcomes, as it's not
possible for PFTAC to do
everything;

PFTAC has strengthened its
support in the area of
International Tax as more
multinational entities operate in
the Pacific and several PICs are
working to strengthen tax good
governance mechanisms to avoid
being listed by the EU as non-
cooperative jurisdictions. With
more connections between PICs
and other countries, it can be
challenging for PICs to meet the
many requirements of the global
tax network. PFTAC has provided
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CD with analysis and advice on
joining the Inclusive Framework
for Base Erosion and Profit
Shifting (BEPS) and meeting the
requirements of the peer review.
PFTAC has also supported Fiji
with hands-on training, advice,
and coaching as they launch a
comprehensive capability uplift
plan in international tax and audit;

The Pacific perspective is
gaining prominence in CD,
evidenced by a shift in
expertise and context. PFTAC
delivers high-quality, practice-
based CD, but its generic
approach may have lacked Pacific

context. To enhance PFTAC's CD,
all seminars and workshops now
incorporate Pacific examples and
references. Leadership, planning,
and gender sessions explore the
Pacific perspective, posing
questions about its implications
and adaptability; and

Tokelau i for the first time,
PFTAC engaged directly with the
Tokelau revenue administration.
Contact was initiated via PITAA,
and discussion centered on
understanding their current
approach to administration,
revenue sources, and perceived
CD needs.

Regional Workshop on Performance Management, January 2023 i Nadi, Fiji
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WORK PROGRAM EXECUTION

PFTAC supports member countries to
strengthen their revenue
administration capacity, mobilize tax
revenue, and improve taxpayer
compliance aligned with their strategic
outcomes. The revenue administration
program does this by working with
countries to implement tax laws and
identify areas where improvement in
revenue administration will contribute
to increased taxpayer compliance and
revenue for government.

The Revenue Administration program
focuses on two key objectives: (1)
strengthened revenue administration
management and governance
arrangements; and (2) strong core tax
administration functions. The first
objective covers all core support
functions needed by any large
complex organization to perform
effectively. In addition, for revenue
administrations, risk management,
performance management and data
management are key enablers to
improve productivity and performance.

Objective two is defined by the Pillars
of Tax Compliance core functions.
These include an accurate taxpayer
base, quality taxpayer services that
support voluntary compliance, on-time
return filing and payment, and tax audit
and investigations. All supported by fit-
for-purpose legal frameworks. These
foundations provide directions for
countries on where to prioritize effort
and for PFTAC in assessing the
capability and capacity of revenue
administration. Leadership is the
overall critical capability needed by all
revenue administrations to achieve
their results.

The program is delivered by two
resident tax administration advisors
and draws on an extensive pool of tax
experts, sourced from the Pacific
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region. Specialized resources are
provided from the
Department to draft new or revised tax
legislation to support the revenue
program objectives, and tax policy
expertise is provided by FAD to review
and provide advice on tax policy
options.

Given the breadth of revenue
administration, most CD is delivered
by STXs to match the right expertise to
the country need. The STXs are
experienced professionals with
backgrounds in revenue
administration. The two resident
advisors manage and oversee the
extensive program and undertake CD
where their functional or technical
expertise is appropriate. PFTAC uses
a core team of 12 experts, made up of
six women and six men, three of Fijian
descent. As suitable assignments
arise, the number of Pacific based
STX can be increased.

A deliberate approach to CD delivery
has been adopted. This includes: (a)
undertaking assignments in-country
where possible; (b) sending at least
two STXs to one country at a time -
with complementary assignments; (c)
ensuring a gender balance in CD
delivery; (d) aligning specific STX with
specific countries to build relationships
of trust and confidence between the
administration and STX. This approach
ensures that PFTAC can provide more
targeted and relevant CD to each
country, with a core group of STX who
know and understand the needs of
each country and are attuned to the
outcomes each country is seeking to
achieve.

With the opening of country borders,
PFTAC provides the opportunity to
establish relationships with some PICs
with return to face-to-face

engagement. With two revenue

| MF éGadministeatioa ddvisors starting in their

roles during COVID no-travel periods,
and new leaders in many revenue
administrations, it is critical to establish
relationships between PICs and the
PFTAC Revenue advisors and build
trust and confidence; and to
understand the current realities and
context within which PICs are now
operating. To build a deeper
understanding of each of the PICs, the
advisors each take a lead role with
eight countries. This enables deeper
insights and relationship building best
initiated face to face. So far, the
advisors have started this approach
with Fiji, PNG, Palau, Solomon
Islands, Samoa, and Tokelau.

Regional virtual seminars have
successfully engaged country
attendees, enabling increased staff
involvement. However, maintaining
engagement with some PICs has been
challenging due to uncontrollable
changes, such as changes in revenue
administration leadership, which
impact operations. Leadership
changes affected CD delivery in
Samoa, Tonga, and Vanuatu, with the
latter two also dealing with natural
disasters. Most countries maintain a
presence at regional virtual seminars.

Australiab6s additi
FY2019 has allowed the revenue
program to meet the high demand. In
FY2023, the Revenue program
including Legal delivered 74 missions
or activities totaling 1,239 TA days.
This accounted for 75 percent of
planned missions/ activities (74 of 99)
and 88 percent of planned TA days
(1,239 of 1,416) with resident advisors
providing 100 TA days and STXs
delivering 1,139 TA days.
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BOX 2. USING CUSTOMER CENTERED DESIGN TO PROGRESS GENDER IN REVENUE ADMINISTRATION IN THE

PACIFIC

Revenue administrations have a key role in promoting the

participation of women in economic activity through

implementing government policies and projects aimed at
achieving gender equality. Tax and customs agencies
proactively support current businesses to comply with the
regulations and find ways to optimize revenue collection
to fund government programs. However, the revenue
admi ni s tahbility toiheprudleck the potential higher
levels of GDP through gender equality actions, depends
on both their organizational effectiveness i the way they
operate the tax administration - and their interactions with
taxpayers. Tax administrations have two main levers 1
their workforce and how they help taxpayers meet their

tax obligations and optimize the amount of revenue
generated and tax collected.

A workshop was organized in August 2022 to introduce the topic and start conversations on Gender in Revenue Administrations in
the Pacific. In attendance there were 23 participants representing ten revenue administrations in the Pacific. Global, regional, and
national gender trends were presented to participants to demonstrate the reality and relevance of gender mainstreaming. A keynote
address was given by the Pacific Community Principal Pacific Strategic Lead i Pacific Women, and taxpayers shared their experiences
of engaging with tax administration. In-depth break out group discussions focused on four areas i workforce, data, collaboration, and

taxpayer service.

A follow up seminar entitled Gender in Practice revisited the key insights from the previous workshop, identified actions that countries
had undertaken to progress gender equality and areas where countries needed help. In order to get traction in a tangible way and move

from 6talk to

act i on 0 rvice wheuadertaklen, adoptingra tustonteacenfeed design siethodology. The aim was

to understand the customer/taxpayer journey and identify opportunities to influence compliance behavior, improve the experience for
customers/taxpayers and develop an action plan with measures to assess progress.

PFTAC facilitated the delivery of

regional events mostly in partnership

with PITAA. For the first time PFTAC

also partnered with the OCO and

PITAA in recognition of the co-

dependency in collection of Value

Added Tax (VAT): ©

(1)  The leadership series of seminars
that started previous year
continued with a Seminar on
Governance and Integrity
Participants were introduced to
contemporary good practice
techniques. This included the
importance of comprehensive
governance and integrity
frameworks, building the desired
culture and the need for leaders to
model the desired behaviors. The
workshop materials presented
were supported by OECD and
IMF good practice publications ®
and practical international
examples and attendees were
introduced to The Virtual Training
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to Advance Revenue
Administration (VITARA) module
on Institutional Governance and
encouraged to undertake the
training;

The leadership series evolved into
a series of four seminars on
Planning; (1) Strategic Planning;
(2) Operational Planning; (3)
Operational Performance
Standards; and (4) Business
Continuity Planning. The IMF
technical note on BCP - Tax
Administration: Designing a
Business Continuity Plan for an
Epidemic (https://rb.qgy/ta7kh) was
promoted. All seminars aimed to
provide participants with an
understanding of good practice
and processes;

An in-person workshop introduced
senior revenue administration
leaders to gender focused on four
thematic areas: Workforce, Data,

Taxpayer Service and
Collaboration. A follow up seminar
- Gender in Practice in April 2023
considered progress, actioned
planned gender in revenue
administration in Taxpayer
Service;

A one-day workshop focused on
sharing good practice in
Effectively Managing Revenue
Tax Processing Systems.
Revenue administrations shared
lessons learned in managing
revenue management systems
(RMS) contract(s); considering
procurement will be required by all
PICs in the coming year, how to
prepare for procurement of a
RMS. A follow-up Revenue
Management System seminar
was held expanding on the
previous workshop and presenting
a terms of reference for a
collaborative community of
practice across the PICs in
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digitalization and RMS;

A workshop introducing the
process of business case
development to senior leaders in
revenue administration discussed
the importance of communication
and stakeholder management and
provided tips on gaining support
for investment in revenue
administration;

The International Survey of
Revenue Administrations (ISORA)
was completed by all PICs for the
first time. This was achieved
through a seminar, and two lots of
bilateral support, to complete the
survey, and to undertake quality

reviews of the data for ISORA;

Building audit capability was
approached in two ways. Firstly,
via a joint seminar with the OCO
on VAT Risks and Investigations.
This workshop strengthened the
working relationship between the
tax and customs compliance
teams in PICs. It focused on
creating a shared understanding
of the part each organization plays
with an emphasis on VAT, the
Customs Valuation process, and
the approaches of each
administration to compliance. A
five-day Audit Training workshop
provided an opportunity for junior
auditors from each country to

receive in-depth audit training and
learn alongside peers from other
PICs; and

Capability in revenue
administration is not just technical
knowledge, in fact performance
management plays a major role in
delivering results. A three-pronged
approach was taken to improving
results through PMP; an
introductory Performance
Management Seminar; a five-day
Performance Management
Workshop; and follow-up bi-lateral
coaching and support on
performance management.

BOX 3. DIGITALIZATION AND DATA ANALYTICS

During the PITAA Annual Heads Meeting in August 2022, the
need to exchange experiences of tax administration IT systems
among members was identified. The workshop agreed to

establish an -gTodpcuwietdhiisuBl TAA

primarily of IT specialists, supporting tax administrations.

Following this, PFTAC and PITAA have collaborated to
organize the first virtual seminar, conducted on April 6, 2023.
The agenda, informed by participants through interactive
survey, was largely those same members sharing experiences,

insights, and | etsslomse é6f.r om t he

Topics covered during the session included:
\V/  Experience with Technical Assistance Developing/
Maintaining Tax Administration Software Solutions;
V/ Increased Functionality Beyond Vendor Product
Suite; and
Vv Vendor Management.

With the open discussion leading to a lively exchange of views,
sharing of information and exchanges of details among the
participants.

A Terms of Reference for this Pacific region group has been
agreed and PITAA will now provide the secretariat support to
take it forward. PFTAC will provide assistance and expertise to
support digitalization efforts.
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BOX 4. ANALYTICS-DRIVEN TAX COMPLIANCE

Tax authorities increasingly rely on automation and artificial
intelligence to process tax returns, detect fraud, and
communicate with taxpayers. This leads to faster and more
accyrpdedax assepsments, but also requires a new set of skills
for tax professionals.

With the increase in digital transactions, tax authorities need to
leverage data analytics to identify potential non-compliance
and tax evasion patterns. In Fiji, the tools are used to improve
the effectiveness of case selection.

6fron

It is also clear tax authorities are working more closely with
other government agencies to detect tax evasion and fraud. In
Kiribati, PFTAC have helped establish data sharing
arrangements.

Overall, the future of tax administration is likely to be shaped
by advances in technology, greater collaboration and
information sharing, and a focus on improving taxpayer
compliance through education and engagement.

In the coming year PFTAC will look to build on this, with an
analytics-driven tax audit case selection workshop and by
making available tools and capability to support it. Knowing this
can significantly improve revenue collection, PFTAC will pilot
with PITAA, ways of making the capability available on an
ongoing basis.
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In the Cook Islands PFTAC
assistance:

(1) Developed a complete set of 15
audit training products, a training
framework, and complementary
standard operating procedures;
and

(2)  Trained staff on good audit
practice and streamlined core
business processes. Taxpayers
should expect consistent
experience when dealing with
Revenue Management Division
(RMD).

Support to Fiji included the following:

(1) A current assessment of the
health of FRCS.
Recommendations were made for
improvement in all areas of the
administration to improve revenue
collection and compliance. FRCS
has primarily focused on
improving productivity and
performance and growing the
knowledge, expertise, and skills of
staff in audit, risk management
and international tax roles;

An inclusive and consultative
assessment of the experience of
FRCS employees was facilitated
by PFTAC. Informed by real
examples from staff, PFTAC
supported FRCS embark on the
design and implementation of a
new performance management
system to be implemented at the
beginning of the 2023 budget year
as well as a progress review of
the performance management
system planning and
implementation;

(2)  Athree-phase approach to build
the knowledge and expertise of
staff in Advance Pricing
Agreements (APA) and Transfer
Pricing, was developed in
anticipation of the renewal of

FRCS6s first APA:

In depth training was delivered,
and resources developed in the
first phase. The staff were given
templates and work to prepare for

ANNUAL REPORT 2023 | PETAC

the second CD mission, building
knowledge and confidence in
undertaking an APA renewal; and
the third phase of support
mentored the team, at arms-
length, through the actual review.

A remote assignment developed a
taxpayer risk review process, draft
taxpayer regulations and prepared
APA guidelines i areas identified
through previous CD to strengthen
FRCS system.

(3) Two complementary assignments
on risk were delivered. The first
provided in-depth training on data
analytics and applying risk to the
FRCS compliance improvement
strategy. The second delivered
training on how to conduct risk
analysis and developed risk
profiles for selected Fiji industries.
This culminated in PFTAC
bringing together the risk and
audit teams to facilitate improving
processes and ways of working
and applying learning to a sample
of the largest taxpayers (by
revenue);

(4)  PFTAC also provided an analysis
of the benefits for FRCS of joining
the OECD Inclusive Framework
for BEPS, what would be required
to meet the four minimum
standards and the resource
implications; and

(5 Legal assistance reviewed the
ninth draft of the VAT Bill and
prepared a tenth draft, revised
technical notes, and VAT
Regulations.

In the FSM:

(1) Staff of Customs and Tax
Administration are regular
participants across range of virtual
regional initiatives;

(2) A World Bank funded long-term
advisor has supported the
revenue administration over the
past year. The primary focus of
activities has been digitalization,
with the procurement of an
Integrated Tax Administration

Solution; and

(3)  Through the PFM Roadmap,
additional CD needs were
identified where FSM is seeking
support for ongoing tax reform,
modernization, and administrative
improvements.

Kiribati has been assisted by PFTAC
in the past years to progress the
reforms in the Kiribati Tax Department
(KTD). Following the introduction of
new tax laws in 2014, and a
comprehensive set of activities to
progress their reforms, recent CD has
focused on improving the efficiency of
auditors, auditors understanding their
authority and improved compliance
through risk-based and targeted
interventions. The following CD has
been provided:

(1)  Review of VAT processes and
staff capability in administering
VAT and VAT refunds;

(2 Reviewed the current provision of
taxpayer services and
communication and developed a
strategy and plan for
improvement; and

(3) Assistance was also provided to
develop an approach to improve
the recovery of tax arears; and

(4)  KTD officials are trained to
understand and interpret
legislation, audit principles and
practice. SOPs were improved
and support provided on their use.

Niue started to implement their tax
administration reform program with the
assistance of PFTAC. For such a small
administration, the structure, roles and
functions need to be fit for purpose
and agile with easy-to-use business
processes. Capacity development has
been all encompassing with an overall
goal to improve compliance outcomes.
This has involved:

(1) Helping segment the taxpayer
base to focus on the largest
entities, undertake training
primarily on the job, refining SOPs
and managing performance to
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increase productivity.

BOX 5. BENEFITS OF STRENGTHENING INTERNATIONAL TAX CAPABILITY IN FRCS

FRCS experienced a significant loss in staff numbers in late 2021, but what was more challenging was the loss of technical expertise in
the Audit Management level for Large and International, Transfer Pricing and Complex audits. PFTAC technical assistance was
provided in response to a need for technical guidance and expert assistance and evolved into an iterative and comprehensive capacity
development program to uplift the technical capability of FRCS audit staff.

PFTAC Expert Kriti Velji worked with FRCS Audit and Compliance from 2022 in the following areas:

\V/  Direct coaching and guidance to the three-member Transfer Pricing team on risk reviews and understanding transfer pricing
concepts, issues, and risks;

\V/  Developing capability of staff undertaking negotiations for APAs. This resulted in a successful outcome for FRCS in terms of
protecting its revenue base and getting agreement on the uplift on the amount of tax to be collected over the next five years.
Taxpayers were very impressed with the professionalism and technical presentation made by FRCS staff which was due to
training and coaching provided. Transfer Pricing staff are now confident enough to consider entering further APAs with
taxpayers;

\VV  Evaluating the existing Transfer Pricing Regulations and Guidelines and identification of gaps that needed to be strengthened
and benchmarked against international standards. The strengthening will assist Fiji in ensuring that the tax leakage in relation
to cross- border related party transactions is minimized; and

\/  Working with the Transfer Pricing team in developing internal risk review processes, awareness, and questionnaires for
taxpayers. For the first time, FRCS will be gathering information from Multi-national Entities (MNESs), with details on the nature
and amount of cross- border related party transactions that take place in Fiji. This will enable FRCS to: (a) understand the
operations of the MNE operating in Fiji; (b) help in identifying gaps in tax legislation; (c) and provide a venue to discuss how
best to address any base erosion profit shifting issues identified. This is a good example of how FRCS will be able to increase
the level of compliance for the large business sector.

Compliance risk assessments were completed for some identified industries and sectors, with staff tasked to compile financial ratios for
comparison and benchmarking purposes in these industries. This broadened the staff understanding of industry risks at a
macroeconomic level rather than focusing solely on the micro/case level.

In 2023, two PFTAC experts facilitated a technical assistance strategy to improve the working relationship, effectiveness, and efficiency
of two interdependent business units. The successful outcome of this mission was attributed to the environment and trust that the
experts created for staff to openly discuss issues and solve problem. The tangible outcome was an MOU to ensure that understanding
exists, actions are deployed to avoid duplication of tasks and resources, and a feedback mechanism and quality assurance process.
Due to this work auditors will now be spending far less hours on conducting the risk review process and can spend allocated audit
hours carrying out audit review and audits. Overall, FRCS will gain efficiency and will result in higher compliance coverage. In addition,
the new process will assist FRCS in meeting the governance and independence criteria in terms of risk management and contribute to
an improvement in morale for both teams who now have a better appreciation of the different roles and skill sets.

In Palau, the Palau Goods and
Service Tax (PGST) and Business
Profits Tax (BPT) were implemented
on January 1, 2023. PFTAC has been
instrumental in supporting tax policy
reform, legislation drafting, regulations
development and reform
implementation. PFTAC, however, has
not been alone. The combined efforts
of development partners have all
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contributed to this success.

(1) Palau Bureau of Revenue and
Taxation (BRT) introduction of tax
reforms faced challenges in the
Congress with calls that the date
be delayed. With PFTAC support
the Congress decided that the tax
reforms should go ahead;

BRT needed to align and develop
its operational capabilities,
including modernization plans, in
support of the tax reforms. PFTAC
CD has supported the Director,
on-board new staff, developed
training material to introduce the
new taxes to staff and provided
guidance to leaders on developing
detailed implementation plans.

46



This included: (a) preparing PGST
and BPT Regulations and
technical corrections to the Act,
along with preparing Tax
Administration Regulations, other
necessary Regulations to support

recommended by the IMF and
supported by PFTAC. The Strategic
Plan aligns closely with the recently
announced IMF program and new
MTRS for revenue mobilization. The
Annual Plan 2023 reflects change

the Act; and provide training to
BRT on the Act and Regulations;
(b) assisting the BRT to assess its
readiness for the implementation
of tax reforms and advising on
actions to progress outstanding
critical deliverables; and

across legislation, digitalization,
organization, and increased collection
targets. With ongoing support of
PFTAC, IRC is implementing the
approved organizational re-design
changes. The changes have
progressed over many years with
PFTAC support and will align IRC with
international good practice for
functional tax administration. This CD
has included:

(3 PFTAC continues to honor its
commitment to help Palau achieve
its reforms and has support
available to BRT to address
issues in the tax reform 1)
implementation and the significant
organizational uplift, as they arise.

Reviewing the submission to the
IRC commission to formally
approve and establish the new
IRS structure, the roles and their
respective O0si zi
implementation plan;

The Papua New Guinea Internal

Revenue Commission (IRC) has made
substantial progress in implementing
recommendations from the TADAT %)
report (2019) and the subsequent

MTRS. IRC has published a Strategic

Plan 2023-2027 and Annual Plan 2023 ©)
reflecting improvement areas

Development of an integrated
implementation and change plan;

Reviewing the Information and
Communication Technology (ICT)

ngo

functional specifications for the
new integrated tax administration
system tender process that will be
launched as soon as approval has
been obtained; and

Supporting IRS in implementing
organizational change and HR
planning.

Assistance to Samoa Ministry of
Customs and Revenue was delivered
in the early part of the year:

@)

@

PFTAC provided advice on the
implications of debt outsourcing,
and areas for improving the
management of the debt portfolio;
and

An assessment of the current
state of the whole tax

a rfgminjstration identified areas to

improve to optimize performance
and compliance. Proposals were
prepared on a range of
organizational arrangements and
costing.

BOX 6. ISORA: DATA TO INFORM DECISION MAKING T DATA TO MEASURE CHANGE!

For small revenue administrations it has been important to demonstrate the value for
them in completing the ISORA survey and to help in understanding what is required,
completing the tables and then in quality assuring data.

Through a &éhybri do ap fatemlgreniote)sippost,@hPFPAETr s
countries completed ISORA in 2022. This is an outstanding achievement.

PFTAC is making good use of early
Insi ght s6 f or Hdylnsighte arenhelping ® $ocus afténtgon for ongoing
support and informing IMF Area Departments on the context of these PICs.

During the year, ISORA was also used to provide views of gender data across the
region. However, the gaps in the data made it difficult to accurately draw meaning
from it.

With more data available, and years of data to compare over time, it will be possible to
show comparisons between regions, including staff to population resourcing,

collection ratios, and as below, gender analysis.

This is invaluable to leaders in understanding their administration and measuring the
effect of change over time
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acces:

SOLOMON ISLANDS
INLAND REVENUE DIVISION (IRD)
ISORA 2021 COUNTRY PROFILE

Population: 686,578

Capital: Honiara
Land Area: 28,400 square km (over 952 Islands, 147 inhabited)
Independence: 1978
Main Income Sources: Fisheries and timber are the main sources of foreign exchange.
The country also exports copra and palm oil.
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The Solomon Islands Inland Revenue
Division (IRD) is making steady
progress on tax modernization reforms
and recommendations made over time
and building on support provided by
PFTAC through some 19 technical
assistance reports and other
interventions. The government is now
partnering with ADB to implement a
comprehensive modernization project
between 2022 and 2027, with funding
from the Solomon Islands government,
ADB and the governments of Australia
and New Zealand. Regular PFTAC CD
assistance is expected throughout the
projectbés | ife:

(1)  During this year, PFTAC has
developed job descriptions for all
new roles in the proposed new
organizational structure; and

(2)  Provided awareness and training
to the IRD senior leaders,
Customs and Ministry of Finance
staff on MTRS.

The Timor-Leste Tax Authority (TLTA)
has prioritized where to focus during
this reporting period, following the
development of the draft strategic plan:

(1) PFTAC supported the TLTA in the
development of a proposal to
implement a VAT, and a detailed
implementation plan to support
conversations with the Minister for
Finance, and an outline of the
capability set for a full-time
resident advisor to lead the VAT
project. PFTAC followed-up with
VAT training for most TLTA staff
and facilitated the connection of
the TLTA executive team to
donors and other development
partners;

(2)  TLTA sought support with
developing their audit staff
capability. Two assignments were
completed. The first was to
develop audit business processes
for domestic tax; and the second
for petroleum taxes. A training
needs analysis was also
completed; and

(3) Two visits were completed to
improve the collections business
processes (filing, payment, and
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arrears). The first identified areas to improve operational efficiency. This included
commencing the development of a set of business processes and process maps

for core collection functions and a framework to document SOPs. During the

second visit, a debt and filing strategy and a debt write-off approach were
developed, a process to case manage prioritized aged debt was established and
the SOPs for key revenue functions were finalized.

While a range of activities were planned for Tonga in the aftermath of the volcanic
eruption, tsunami, COVID and the significant internet interruption it was not plausible to

provide assistance this year. However, the resilience of the Tonga tax administration

did shine through with regular engagement in regional workshops, seminars, and other

learning opportunities.

BOX 7. COMPREHENSIVE MODERNIZATION PROJECT FOR A FRAGILE

STATE

The

Conflict Affected States with major systemic challenges in the form of adequate

Sol omon I sl ands is oO6fragiled under

infrastructure, appropriate governance and in fighting corruption. And all the while the

Internal Revenue Department is seen as a trusted collection agency for government by
both the government and the people. However, the challenges provide opportunities for

business to take advantage of current compliance measures.

Recognizing this, the government has partnered with ADB to implement a
comprehensive modernization project between 2022 and 2027, with funding (US$ 22

million) from the Solomon Islands government, ADB and the governments of Australia
and New Zealand.

This is an outstanding outcome for the Solomon Islands, and as recognized in the ADB

project documentation, builds on the significant work of the IMF - PFTAC over many
years. Some nineteen PFTAC reports were included in the background materials that
underpinned the project inception report, with areas where PFTAC has taken a lead in

supporting IRD to be a collaborative effort between ADB, IRD and PFTAC moving

forward.

The project inception report says &ignificant work has been undertaken on the IRD
structure since 2019. Assistance has been provided by PFTAC in developing the
proposed functional based organization. A structure has been agreed upon and has

been submitted to the Ministry of Public Service for approvald While not the only area
of support provided by PFTAC, this is a significant reform that will be a key enabler to

the modernization project. PFTAC will now assist in the orderly transition to the new
structure, with co-ordination between the project and PFTAC a priority following

PFTAC® involvement with the restructuring to date. The new structure will provide a

strong organizational foundation to support the current transformational project.

More broadly, the IRD is making steady progress on tax modernization reforms and

recommendations. Highlights of progress include:

\V4
VvV

Tax Administration Act being implemented.

VAT legislation is in the last round of consultation. A final draft will be
introduced to Cabinet for legislation process by end of April 2023.

IT system upgrade has been approved, scoping is underway, and the
upgraded system is to be implemented by December 2023.

Compliance Improvement Plans (CIP) are progressing with good outcomes

reported from initial activities.

The organizational structure reform, supported by PFTAC, is to be submitted

by the Ministry of Public Service to Cabinet for approval.
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In Tuvalu, two activities were Two legal assignments for Vanuatu Advice was also provided on the

undertaken to review progress and prepared and reviewed the legislation viability of introducing electronic fiscal
support the implementation of their for Substantial Economic Presence. devices and an understanding of the
Compliance Improvement Strategy The implementation of the CD started impact on the administration and the
and revise their operation planning. A in early 2022 to strengthen audit taxpayers in terms of cost, capacity
proposal on an organizational structure capability was reviewed, audit training requirements and applicability for
was also provided. provided, and the training and certain types of business.

development planning strengthened.

BOX 8. PERFORMANCE MANAGEMENT IN FRCS

FRCS has focused on improving productivity
and performance, investing in people through
the design and implementation of a new
Performance Management system. This was
top priority for CEO, Mark Dixon. PFTAC
supported FRCS in this work. Here is how the
CEO describes PFTACOsS

fFRCS came out of COVID with a drastically
reduced workforce and low morale. In
January 2022, we commenced a
transformation with a strategic focus on
service and our people i this is reflected as a
priority objective in our new Strategic Plan i
as we all know the key to the success of any
tax administration are its people and the
development of a positive workforce culture
linked to good management of leadership From left : Raneel Prasad from the Technology Division, Bhavna Varsha Sharma from the
and technical capabilities. If we get this right, Revenue Division, Kelera Rokotakala from Border and FRCS CEO Mr. Mark Dixon.

good service to our customers will follow.

Whilst PETAC is well known for its technical

tax advice, | would also like to highlight their broader capability (and capacity) in supporting transformational change. Their assistance
in the leadership and people space has been critical to FRCS in helping us to become an employer of choice. This is really important
for all public entities as we face the challenges associated with skills migration.

PFTACG6s | ead for this work (Shane Reardon) has nthiseangyearolservieop er i
the ATO. However, he is more than just a technical expert i his style and humility has had a huge impact on our leadership team i he

has guided and mentored them, whilst stepping us through the development on a new Performance Management Framework. This

framework will set FRCS for success and allow us to reward performance, grow junior leaders, target specific training to meet individual

and organizational needs and drive diversity and equity across our Revenue and Customs space. We are most grateful for PFTAC&
assistance and willingness to understand our technical and leadership capability gaps and deliver tangible outcomes that build long

term capabilityo .
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BOX 9. PAPUA NEW GUINEA i TRANSFORMATION PROGRAM

The support provided to Papua New Guinea has covered a range of areas, all of which are key contributors to the transformational
change program the IRC is pursuing. Specifically, the PFTAC Revenue program assisted with (a) designing the new (functional)
organizational structure, (b) developing a debt management strategy, (c) training on the Medium-Term Debt Management framework,
(d) reviewing the functional specifications required to launch the tender process for a new tax ICT system, (e) implementation of the
new organizational model, and (f) an organization-wide Portfolio Change impact assessment. The IRC is undertaking an ambitious
program of change and have been proactively seeking PFTAC support. IRC is actively working on implementing PFTAC advice and
recommendations about the organizational restructure. With the help of development partners (including PFTAC) the IRC has made
significant progress in recent years and are committed to continuing transformation.

Their transformation program includes replacing its core system with an Integrated Tax Administration System, implementing a new
Human Resource Information Management System (HRIMS), significant legislative and organizational change, and the change to a
functional structure. IRC understand the need to carefully manage such broad change and have worked with PFTAC to understand the
key risks involved and the importance of prioritizing change initiatives. Advice from PFTAC as part of the Change impact assessment
completed in January 2023 is already being acted on and implemented into the planning process.

IRC embarked on a redesign of its organization in 2020 and the new functional design received final approval in December 2022. Since
a PFTAC visit in January 2023, using material developed alongside PFTACT experts, IRC leaders have already delivered a
comprehensive (in-person) information update to all staff about the new functional model and their implementation approach. This has
included field visits to all regional offices. Senior leadership roles have now been filled and decisions will cascade down within the
organization until all changes are implemented by June 30, 2023. They immediately incorporated the technical advice received from
PFTAC into their transition process.

Scope and design phases of the new HRIMS are well underway, with ongoing support from PFTAC, and will strengthen both
performance management and learning/development functions within the organization. To support the implementation of the new
HRIMS, IRC have sought and are now implementing PFTAC advice to improve the leadership and performance management capability
across the organization. They understand the need to strengthen both capability and processes in tandem with system implementation.

IRC has demonstrated their commitment to both seek PFTAC support and implement recommendations. IRC have self-identified the
critical need for an ongoing investment in learning and development, particularly with leadership roles. Continuing to actively support
IRC through their transformation program will allow PFTAC to build on the success of the work done in the 2023 year. IRC leadership
have been open to trying new working arrangements with PFTAC,
commitment to actively advocate for IRC, seeking collaboration opportunities with other development partners.

Internal Revenue
Commission
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BUREAU OF
REVENUE &
TAXATION

1 q
* PalauTax °*
Reform

Talk to us now.
How can we help?

BE R B, L
Palau Bureau of Revenue and Taxation Staff with Revenue Expert, David Piper

ANNUAL REPORT 2023 | PFTAC 51



SECTION Il

MAIN ACHIEVEMENTS

1)

Completed the AgilePEFA
Assessment for Palau and a
PIMA and C-PIMA for the Cook
Islands;

Supported the formulation of a
country-led PFM roadmap in
Nauru and Kiribati to strengthen
PFM practices and processes;

Drafted modernized PFM
legislation in Niue and Kiribati to
support the reform agenda and to
strengthen fiscal responsibility,
accountability, and transparency;

ANNUAL REPORT 2023 | PFTAC

PUBLIC FINANCIAL
MANAGEMENT

(4)  Enhanced budget transparency in
the Marshall Islands developing
budget book schedules in the new
FMIS. In Timor-Leste facilitated
process designed to make budget
ceilings binding;

(5) Strengthened the Asset
Management Framework in
Tonga to help address audit
queries on non-financial assets in
the annual financial report;

(6) In Samoa and Tuvalu, assisted
the strengthening of cashflow
forecasting and cash

Cook Islands PIMA Assessment, August i September 2022

management practices for more
effective utilization of cash
resources;

Strengthened the internal audit
functions in Fiji and Samoa
through the adoption of modern
standards and practices in
accordance with the Institute of
Internal Auditors (I1A); and

Strengthened the identification
and analysis of fiscal risk in Fiji
and Samoa.
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WORK PROGRAM EXECUTION

In FY2023, the PFM program delivered
20 missions or activities (totaling 401
TA days) comprising 17 missions to
member countries and 3 regional
workshops delivered, including one in
conjunction with Fiscal Affairs
Department. Against the FY2023
workplan that was updated in October
2022, this was an outturn of 87 percent
of planned missions/activities (20 of
23), and 90 percent of planned TA
days (401 of 448), of which 128 TA
days were delivered by the resident
advisors and 273 TA days by STX.

However, the outturn against the
baseline FY2023 workplan, 69 percent
of planned missions/activities (20 of 29
planned activities) were delivered
utilizing 64 percent of budgeted TA
days (401 of 628 planned TA days). It
should be noted that with the opening
of borders and resumption of in-county
missions, FY23 has seen an upswing
in activities/ missions. In most cases,
uncompleted missions have been
carried forward to FY2024.

During FY2023, PFTAC completed the
AgilePEFA assessment for Palau. The
assessment highlighted the strengths
and weaknesses of PFM practices and
processes, which will form the basis
for developing a PFM reform roadmap
in FY2024.

Drawing on the 2022 PEFA
assessment findings, Na u r BFMs
Roadmap articulates a set of reform
initiatives to support the achievement

goals, and the implementation of a
sustainable medium-term fiscal
strategy.

A PIMA and C-PIMA was undertaken
for the Cook Islands. The assessment
highlighted strengths and weakness in
Public Investment Management (PIM)
institutions and their effectiveness in
practice. The C-PIMA assessed the
incorporation of climate considerations
within the PIM framework.

Work on modernizing PFM legislation
in Niue and Kiribati continued. This
work is ongoing with the respective
authorities reviewing the drafts to
ensure specific country context is
addressed.

Ni u e@fsfraud and corruption
control policy focused on the roles and
responsibilities, management and
prevention, detection, reporting
process, response, monitoring, review
and oversight.

Further advice and guidance were
delivered to the Marshall Islands to
enhance budget transparency. Advice
was also provided on the Financial
Management Information System
(FMIS) configuration, specifically
regarding the development of
schedules for the budget book and
treatment of extrabudgetary
6component 6 twmimbrs .
Leste reviewed top-down budgeting
processes aimed at making the budget
ceilings binding.

Under the budget execution and

of the countryds nat i conto objdcive, dutthersuppor wvas

Cook Islands PIMA Assessment Mission Team
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provided to Fiji and Samoa in the
adoption of Internal Audit Standards
with the implementation of Internal
Audit and Internal Audit Committee
Charters and Quality Assurance and
Improvement Plan.

Ongoing support to Samoa and
Tuvalu on cash management and
cashflow forecasting continues to build
capacity in these countries for more
effective utilization of cash resources.
Training was provided to Tonga to
support the progressive
implementation of the asset
management framework.

PFTAC provided assistance and
training to Fiji and Samoa on
identifying, analyzing and managing
fiscal risks. Excel based tools for
assessing risk levels were introduced.
This work will continue over the
medium-term and it is envisaged that
both countries will start to publish fiscal
risk narratives in the budget
documents in 2024.

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

PFTAC also hosted three workshops
in FY2023: a remote workshop in

S u Fiynction with FAD on Gender

Budgeting, a hybrid workshop on
Public Investment Management
incorporating climate dimension and
one in-person event on PEFA and
PFM Reform Prioritization.

Cook Islands Prime Minister, Mark Brown with FAD Senior
Economist, Lesley Fisher at the conclusion of PIMA mission
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BOX 10. WORKSHOP ON PEFA AND PFM REFORM PRIORITIZATION T STRATEGIC DESIGN AND
IMPLMENTATION OF PFM REFORMS

After nearly three years of remote delivery of workshops, the PFTAC PFM team was delighted to convene the regional workshop on
PEFA and PFM Reform Prioritization in-person during November 29 i December 2, 2022. The workshop was met with equal
enthusiasm from the participants, who were provided with a better understanding of the processes surrounding diagnostics (specifically
using the PEFA assessment); how to use the diagnostics for designing prioritized and achievable PFM reform action plans; and
required institutional arrangements to support effective implementation, monitoring, and reporting. An introduction to Volume IV of the
PEFA Handbook was presented, including how the PEFA findings can be used to inform reform action plans. Sessions provided an
opportunity for countries to share experiences on successful approaches.

There was excellent sign-up for the workshop with 48 participants (20 male and 28 female) representing 15 of the 16 Pacific Island

Countries (PICs). Delivery was through a mixture of presentations from the PFTAC mission team, and country case studies. The

workshop was facilitated by the PFTAC PFM resident advisors, lulai Lavea and Paul Seeds, and supported by Antonio Blasco from the

PEFA Secretariat and Richard Allen, co-author of the IMFWo r k i n g Re&vew & the Fublic Financial Management Reform Strategy

for Pacific Island Countries, 2010-20200 . Appr oaches to mainstreaming gender and cl i ma
Change management is often neglected during reformsd the workshop discussed how this could be developed into action plans.

Plenary wrap up sessions pulled all the learning together and highlighted common issues across member countries.
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In the Cook Islands PFTAC:

1)

Conducted a PIMA and Climate-
PIMA to evaluate the public
investment management
institutions and their effectiveness
for the government as well as
assessing the degree of
integration of climate related risks
in the public investment
management cycle; and

A hybrid three-day Public
Investment Management
workshop was hosted in the Cook
Islands to (i) familiarize
participants with the PIMA/ C-
PIMA framework; (ii) share the
experiences of Anguilla and Cook
Islands in undertaking PIMA/ C-
PIMA evaluations; (iii)
understanding good practices for
appraisal and project
management, and (iv) share
experiences on the key
challenges faced by PFTAC
countries.

Support to Fiji included:

1)

Follow on work to strengthen
internal audit practices through
the adoption of IIA standards and
risk-based auditing techniques,
Internal Audit and Internal
Committee Charters;

A mission to develop a Quality
Assurance and Improvement
Plan, which is now been adopted;
and

The commencement of
identification and analysis of fiscal
risk. This work will continue in
future years, and it is envisaged
that a fiscal risk statement will be
published with the Fiscal Strategy
in 2024.

In Kiribati:

1)

Continued work on drafting of a
modernized PFM Act and
Sovereign Wealth Fund Act to
provide appropriate support to
ongoing PFM reforms and
enhance transparency,
accountability, and fiscal
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responsibility. Further advice will
be delivered in FY2024 to assist
further tailoring of the drafts to the
Kiribati context; and

The formulation of a prioritized
and sequenced PFM Reform
Roadmap, including a detailed
action plan and required
governance arrangements for
monitoring and reporting reform
progress.

Further support to the Marshall
Islands was provided on:

@)

Enhancing transparency in the
presentation of the budget book.
Advice was provided on the
configuration of the new FMIS
budget module for the budget
book schedules and on
categorization of extrabudgetary
Acrgponent unitso
Assistance on budget
transparency including the budget
book and budget execution
reporting will continue in
upcoming financial years.

In Nauru:

@)

The PFM Roadmap focuses on
implementing a sustainable
medium-term fiscal framework;
strengthen expenditure control,
risk management and audit;
strengthen state owned enterprise
performance; and improve
timeliness and transparency of
fiscal reporting.

PFTAC assisted Niue with:

@)

The draft fraud and corruption
control policy aimed at identifying
the minimum requirement and
responsibilities for detecting,
investigating, and preventing
suspected fraud or corruption.
This ensures that the public
service acts legally, ethically and
in the public interest, and staff
understand their obligations and
implement practices to stop fraud
and corruption occurring in the
Government.

PFTAC undertook an AgilePEFA in

of

Palau:

(1) The PEFA highlighted areas of
strengths and weaknesses in
practices and processes within the
PFM cycle. Palau is undertaking
several reforms many of which are
in their early stages and yet to
deliver expected outcomes, e.g.,
the FMIS implementation and
revenue reforms. The PEFA
Report is currently undergoing
peer review after which itis
expected to receive
checko and be publi
findings of the PEFA will inform
the PFM Reform Roadmap
mission scheduled for FY2024.

Support to Samoa comprised:

(1)  Continued support to
implementing International

g o InternahAudit standards,
culminating in the drafting of the
Quality Assurance and
Improvement Plan;

(2) A further mission on
strengthening cash management
and cashflow forecasting,
including forecasting variance
analysis. This support will
continue into FY2024; and

(3) Assistance initiating the
identification and analysis of fiscal
risk. Samoa is keen to raise the
profile of fiscal risk analysis and
mitigation by publishing a fiscal
risk statement in the medium
term.

Tokelau benefitted from PFTAC
support:

(1) To cost the delivery of the key
national strategies and activities
and draw up and monitoring and
evaluation framework that the
local authorities can use to
systematically track the
implementation of activities and
report progress against the
national plan strategies. This will
in turn, provide useful information
on areas for improvement and
agency responsible for delivery
each outcome.
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CD delivery to Tonga is gradually
improving:

(1)  Following the implementation of
the Policy and Framework for
fixed assets, the next step was to
provide training for the
counterparts to ensure they can
maintain the framework and
implement procedures going
forward. The training covered the
detailed accounting policies
proposed in the draft Accounting
Policy document as well as the
stocktaking and asset validation
procedures for Property, Plant and
Equipment (PPE) assets including

the planning of the stock take,
managing, and conducting the
PPE stock take, validating the
results of the stock take and
reporting the results to senior
management.

In Timor-Leste assistance centered
on:

(1)  Review of top-down budgeting
processes aimed at establishing
binding budget ceilings. This is a
medium-term project, intending to
strengthen the publication of
budget documents in line with
international transparency

BOX 11. REGIONAL HYBRID PIMA WORKSHOP

A three-day regional workshop on
Strengthening Public Investment
Management practices and building
climate considerations into investment
decisions was held in Cook Islands on
September 6 i 8, 2022. The hybrid
workshop was anchored around the
PIM and Climate PIM assessments
that were earlier concluded for Cook
Islands. Twelve countries attended
with a total of 49 participants of which
23 were women.

The workshop provided opportunity for
countries to learn about the
experiences of Anguilla and Cook
Islands in undertaking PIMA/C-PIMA
evaluations, understanding good
practices for appraisal and project
management; and sharing experiences
on key investment management
challenges faced by PFTAC countries.

The experience of Anguilla and Cook
Islands highlighted weak institutional
capacity which was shared by all
countries as a critical constraint. With
limited local capacity, it is important
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that assessments are tailored to suit

countriesbod

The Climate PIMA sparked interest
amongst participants, specifically in
regard to building climate criteria into
project design, appraisal, and
selection. Discussions also brought out
the importance of incorporating
condition assessment data and climate
vulnerability ratings into fixed assets
registers. This is component will be
developed progressively during
PFTACOGs Pheaaians. VI op
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standards.

In Tuvalu, assistance was provided
on:

(1)  Strengthening cash flow
forecasting and cash
management practices.
Forecasting templates were
introduced, and action plans
proposed on strengthening
bank reconciliation; timely
recording of transactions in
FMIS; and policies and
procedures for managing
budget carry-overs.

The program also included hands-on
exeriaes ontcondusting cost benefit
analysis. Participants found this
extremely useful and expressed
interest for more training in the future
focusing on cost benefit analysis,
project prioritization, project
management and asset management
frameworks.

In response, an online workshop is
planned for early 2023 to provide
capacity training on investment
management and appraisal.

"
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SECTION Il

MAIN ACHIEVEMENTS

The PFTAC Macroeconomic Program
delivers CD to countries in four key
areas:

@

Macro-fiscal modelling i Many
countries want to better
understand their short and long
run economic and fiscal outlook,
particularly in relation to debt
sustainability. This includes
understanding what changes to
revenue collections and
expenditures might be needed to
ensure fiscal sustainability;

GDP modelling i Improving GDP
forecasting techniques are critical
to assess economic outlook and
inform economic and financial

MACROECONOMIC
PROGRAMMING AND ANALYSIS/
MACROECONOMIC
FRAMEWORKS

policy responses.

Tax modelling i the program has
supported major tax reform
processes through the provision of
tax modelling. This modelling has
allowed governments to
understand the revenue and
welfare impacts of tax changes
providing policy options to the
policymakers; and

Other support i forecasting a
range of economic variables, such
as inflation; industry contribution
analysis and macro-fiscal budget
presentation.

During FY2023:

Five PFTAC member countries
received TA from the
Macroeconomic program;

Two workshops were delivered,
with 41 and 20 participants
respectively attending from 14 out
of the 16 PFTAC member
countries;

Collaboration with STl in
delivering advanced IMF Financial
Programming training in two
countries; and

Provided support to Fiji to build a
detailed VAT forecasting model
that can also be used for scenario
analysis.

Joint Macro and Real Sector Statistics Workshop on GDP(E) Forecasting in conjunction with STI 7 November 2022, Fiji
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WORK PROGRAM EXECUTION

MACROECONOMIC
PROGRAMMING AND ANALYSIS

In FY2023, the Macro program
delivered 16 missions or activities
(totaling 268 TA days) comprising 13
missions to member countries and 3
regional workshops/ events.

Against the FY2023 mid-year workplan
updated in October, this was an
outturn of 89 percent of planned
missions/ activities (16 of 18), and 100
percent of planned TA days (268 of
269), of which 160 TA days were
delivered by the resident advisor and
108 TA days by STX.

The outturn against the baseline
FY2023 workplan was 70 percent of
planned missions/ activities delivered
(16 of 23 planned activities), utilizing
85 percent of budgeted TA days (268
of 315 planned TA days).

FY2023 saw the re-opening of borders
across the Pacific. While this enabled
a strong return of tourism and growth
in some countries, such as Fiji, others
have seen only sluggish post COVID
growth.

The war in Ukraine and its impact on
food prices as well as rising oil prices
have, however, placed downward
pressure on growth
client countries.

Governments now face the difficult
task of rebuilding fiscal buffers in
preparation for future crises, while also
being cognizant of the likely downward
pressure on growth that too rapid a
withdrawal of fiscal stimulus could
bring.

To assist countries in these choices,
APD and PFTAC jointly published an
IMF working paper on revenue
mobilization in the Pacific
(https://rb.gy/xzfmaq). This paper found
that most Pacific countries had room to
increase tax revenues by an average
of 3 percent of GDP in order to both
pay down debt as well as to fund their
development goals.

A total of four missions were carried

ANNUAL REPORT 2023 | PETAC

out in Fiji. The first two were in relation
to VAT modelling. Although Fiji already
has a VAT, there are different rates for
different goods and services and a
range of exemptions and zero ratings.
The construction of a detailed 114 item
VAT forecast model for the Ministry of
Finance allows authorities to estimate
the revenue impact of a range of
potential scenarios.

Two missions were also carried out in
relation to GDP(P) forecasting. These
missions resulted in the construction of
a new forecasting model, which utilizes
a range of leading and co-incident
economic parameters, including
economic growth in major trading
partners, to forecast economic growth.

In Timor-Leste, two in-country and
two remote missions were carried out
as part of the overall Financial
Programming project. These missions
carried out jointly with STI produced a
Macroeconomic Projections Tool and
covers all four sectors (Real, Fiscal,
External and Monetary). The Timorese
Finance Minister took a keen interest
in the project, and it is expected to be
usedto help plan Timor-L e st e 6 s
Medium Term Fiscal Strategy.

A Macro-Fiscal mission was carried
out in Tonga that constructed a ten-
year outlook GDP(E) and fiscal
forecasting model aimed at easily
rURENg o rarfyé of riaerd-fiscal
scenarios. Importantly, changes in
government spending are treated as
endogenous to GDP in the model,
allowing authorities to understand the
full impact of changes in government
spending.

A Macro-Fiscal mission was carried
out in Tuvalu which constructed a ten-
year GDP(P) based macro-fiscal
model building on earlier GDP
forecasting work carried out by
PFTAC. A range of scenarios can be
examined by the model, including
interactions with
Wealth Funds.

Three missions (two in-country and
one remote) were conducted in
Vanuatu as part of the Financial
Programming project. These missions
carried out jointly with STI produced a

Macroeconomic Projections Tool and
covers all four sectors (Real, Fiscal,
External and Monetary). The model
can also look at the likely impact of
natural disasters, such as cyclones on
growth and government finances.

A joint PFTAC/ STl one week GDP(E)
Measurement and Forecasting
Workshop was held in Nadi in
November 2022 with a total of 41
participants attending from ten
countries. The workshop focused on
understanding how the components of
GDP(E) are defined and measured,
key economic concepts (the output
gap, fiscal multipliers, general
forecasting concepts) and both

econometric and 6bottc

approaches to forecasting.

A presentation was also made on the
economic outlook, including risks and
their transmission mechanisms, for the
Pacific, with presentations also being
made by participant countries.

The workshop achieved a 4.6/5
average rating by participants. Positive
comments included: 'the forecasting
sessions were very insightful and
practical work provided were usefulg
'the GDP forecasting concepts,
Household Final Consumption,
Government Final Consumption and
other sessions that were related to
Government expenditure were useful
to me', a n advorkshop exercises
helped to develop and bring up
thought provoking discussions and
engagementso .

The 'bottom up' component of the
workshop focused on utilizing
government budgetary data, donor
spending, primary and secondary
income from the balance of payments
and estimates of subsistence
agricultural production to build up both
an estimate of current year outcomes
as well as forecasts for several years
into the future.

Tuval ubs Sovereign

GDP(E) forecasting methodologies are
of particular importance in the Pacific
due to the very high share that
government and donor spending, as
well as remittance flows and
subsistence agriculture constitute of
GDP and gross national disposable
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income (GNDI).

A joint PFTAC/ ICD one-week Fiscal
Frameworks workshop was held in
Nadi in March 2023 and was attended
by 20 officials from nine countries. The
workshop achieved a 4.7/5 rating by
participants. The course focused on
the objectives of fiscal policy and
utilization of tools and economic
concepts such as cyclically adjusted
balances, fiscal rules, counter-cyclical
fiscal policy and the output gap.

The course also taught participants
how to improve fiscal transparency
and thereby ensure that governments
are publicly accountable for their fiscal
policy outcomes.

Participants particularly found the
exercise useful with comments
including: dhe knowledge learned
through this course will be applicable
in assisting to develop and/or improve
fiscal policy, economic assessment
and budgetary framework for my
country.6  aistdghlyrelevant to my

work.6

The South Pacific Central Bank
Governors instigated Correspondent
Banking Relationships project, running
since early 2020, was wound up in
June 2022. The reason for this
included that most countries eventually
opted to undertake their own national
identification systems for
correspondent banking purposes as
well as concerns around demand by
commercial banks.

Financial Programming Training i September 2022, Vanuatu
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VAT Modelling Mission, May-June 2022, Fiji

Financial Programming Training i September 2022, Timor-Leste

59



BOX 12. THE IMPORTANCE OF REMITTANCES IN SUPPORTING HOUSEHOLD CONSUMPTION IN TONGA

As part of a Macro-Fiscal mission to Tonga in April
2023, the role of remittances in supporting household
consumption was examined. Remittances flows are
recorded in the Current Account in the Balance of

Payments. This includes both remittance flows from 800

residents working abroad on a temporary basis, such 600

as seasonal workers doing agricultural work in Australia

or New Zealand, as well as remittances from former

Tongan residents residing abroad on an ongoing basis e
0

and sending money back to Tonga.
2014-15 2015-16 2016-17 2017-18 2018-18 2019-20 2020-21

l';/lil!ion Sources of Income supporting Tongan Household Consumption
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mRemittances  m Other sources

Remittances are included in the current account of the

balance of payments and in the national accounts data through the calculation of Gross National Income (GNI) which, especially in per
capita terms, is an important indicator of purchasing power. Although not directly accounted for in GDP on the demand side, they do
have an impact on consumption and to a more limited effect investment components, but the impact may be offset by extra imports.

This means that by examining past and expected changes in remittance flows, household consumption can be more accurately
forecast. An examination of recent remittance flows into Tonga shows that they play an important role in supporting household
consumption in Tonga, particularly during the difficult economic conditions caused by COVID-19.

The final product of the missions will be a comprehensive macro-fiscal model which the authorities will be able to utilize in order to
understand the impacts of changes in economic policy or shocks on their economies. This analysis will also be enhanced as a result of
participants improved understanding of the range of dynamic relationships occurring within their economies.

It is likely that a similar examination would also show the important role of remittances in many other Pacific countries, particularly those
which have sizeable number of seasonal workers working overseas or large diasporas residing abroad. This shows the importance of
guest worker schemes and longer-term working visas in supporting Households in Tonga and likely many other Pacific countries. This
examination alsorepresents an i mportant forecasting parameter when e xmambéerni
countries.

PFTAC Advisor, Andrew Beaumont and STI Advisor, Rajan Govil with Vanuatu Officials - Financial Programming Training
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