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Government of the Kingdom of Tonga

STATEMENT OF RESPONSIBILITY

The financial statements of the Government of the Kingdom of Tonga for the year ended 30™ June 2012 have
been prepared under the Public Finance Management Act 2002 and in accordance with International Public
Sector Accounting Standards (TPSAS).

I accept responsibility for the integrity of these financial statements, their contents and their compliance with
the above mentioned mandates.

In recent years the Ministry of Finance and National Planning has undertaken a major task to convert the basis
of financial reporting from the traditional cash basis to cash modified approach to enable us to include
accounting for assets and liabilities. Work towards this end continues as it remains to fully account for all
receivables and payables and to complete the full valuation of government properties, plants and equipment.
However, much progress has been made and the revised format of the financial statements for the year is an
improvement towards the reform of financial management.

Therefore, in my opinion, the financial statement except for limitations as mentioned above, present a true and
fair view of the financial position of the Government of Tonga as at 30" June 2012, and its financial
performance for the year ended on that date.

---------------------------------

‘Aisake Valu Eke
Minister for Finance and National Plarming

26" April, 2014
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Government of the Kingdom of Tonga

STATEMENT OF RESPONSIBILITY

These financial statements have been prepared by the Ministry of Finance and National Planning in accordance
with the provisions of the Public Finance Management Act 2002. The financial statements comply with
generally accepted accounting practice.

The Ministry of Finance and National Planning is responsible for establishing and maintaining a system of
internal control designed to provide reasonable assurance that the transactions recorded are within the statutory
authority and properly record the use of all public financial resources by the Govermnment, The Ministry
continues to review and improve on this system year by year. To the best of my knowledge, this system of
internal control has operated adequately throughout the reporting peried.

Tatafu Moeaki

Chief Executive Qfficer for Finance and Notfontll Flanning

26™ April, 2014
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——J (54— TONGA OFFICE OF THE AUDITOR GENERAL

Tongs Audlt Office Jfor a transporent, accountable and reliable government

e e e e e

AUDITOR GENERAL’S INDEPENDENT REPORT
TO THE HONOURABLE MEMEBERS OF THE LEGISLATIVE ASSEMBLY ON THE
FINANCIAL STATEMENTS OF GOVERNMENT OF THE KINGDOM OF TONGA

Audit Duty

I have audited the accompanying Financial Statements of the Government of Tonga, as set out on pages
6 to 36 which comprise the statement of assets and liabilities as at 30" June 2012, and the statement of
Income and Expenditure, Receipts and Payments, and statement of changes in Fund Balances for the
year then ended, and a summary of significant accounting policies and other explanatory statements and
information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor's Responsibility

My respounsibility is to express an opinion on these financial statements based on my audit. [ conducted
my audit in accordance with International Standards of Supreme Audit Institution (ISSAIs). Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatements.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to frand or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also included evaluating the appropriateness of accounting
policies used and reasonableness of accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my
qualified audit opinion.

Basis for Qualified Opinion
i} Modification to the cash basis of accounting

As reported by the Hon. Minister in his statement of responsibility (page 1) that as in previous years,
and in trying to comply with the terms of the Public Finance Management Act 2002 he had modified
the cash basis of accounting that had been used in the old mandate, in order to bring into the body of
the statement of assets and liabilities the investments, public debts, and physical assels. He also asserted
that although that this exercise is yet to be completed, the position of assets and liabilities disclosed in
the financial statements as at 30® June, 2012 is a more realistic disclosure of assets and liabilities than
if he still prepares the financial statements under the cash basis of accounting,.

Aweilivimg in 2loe poblicint ores Leuding prislle sdcteor reform by oxampla



As auditor, | fully agree with the assertion made by the Hon. Minister, and fully support the continuation
of this exercise until we reach a situation where the financial statements of governments are reported
on a full accrual basis of accounting.

Qualified Audit Opinion

In my opinion, except for the effects of the matter described in the Basis for Qualified Opinion
paragraphs, the financial statements present fairly, in all material respects the financial position of the
Government of Tonga at 30" June, 2012, and its financial performance and its cash flows for the vear
then ended in accordance with International Financial Reporting Standards,

A L SR LA RE MNuku'alofa
Dr Pohiva Tu'i’onetoa TOMNGA
AUDITOR GENERAL 16% June, 2014
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Government of the Kingdom of Tonga

STA OF RECE AND NDED 30 201
2011-12 1010-11
Receipts/Payments by : Recript/Payments by:
Government Third Parties Government Third Parties
Notes 5 5 5 5
OPERATING RECEIFTS 2
Income Taxes 25,292 833 38344742
Trade Texs 13,584,585 12,633,635
Domestic fees and Licensing 15,554, 460 B
Taxes on Goods and Services 54,734,004 49,600 697
Broie Tax 28579019 28,740,206
Entrepreneurinl end Property Income S6TRERY 45611886
Admingstrative Fees & Charges - 17,793,139
Mizcelisneons Revenue 354 207 065 026
Transfers and Bond Receipts 3&5“!2‘ 10391
Total Operating Recelpis 148,097,119 163,083,174

OPERATING PAYMENTS |
Established Staff 82,568 056 87 144,063
Unestablished Stafl 1592783 2,531,515
Travel and Communication BA55.84] 7031 556
Mamtenance and Operations 8,530,432 5,594,161
Purchase of Goods and Services 23658203 HA37 5%
Opemtionz] Grants and Transfors 14,932 754 3015187
Development Duties Expenditure 195,253 -
Debt Management 15919344 I1800,034
Pension and Graluitics 5,544 051 &
Capital Expenditure 2,650,284 218893
Egquity Payment 520429 | 576979
Privy Purse - 12

Totaf Operating Payments 166,068,450 177,346,974
Operating Surplus/ (Defici) (17.271,331) (14,263,700}
Budget Support i3 37,081,755 13,576,138
Net Operating Surplus/ (Deficit) with Budget Support 19,110,424 9,312,438
Grants & Bgemal Concessional Loans Raceipts 12 43428314 2678 EXT
Bxpenddture from Cmants & BEemal concessional Loans 12 41356 143 32,853,101
Net Receipts/(Deficit) from Graats and External ,
- sionsl 1 o (3,174,474}
NCHEASENDECREASE) IN CASH FROM
OPERATIONS 11,181,595 6,137,963
CHANGES IN CASH BALANCES
Cash at Bank and in Hand - | July 41,121,000 45,918,172
Cash at Bank and in Hand - 30 Junc ] 59 045 384 41,121,000
Net Increase {Decrease) in Cash 1B,825354 (4,797,173)
Plus: Wetchenges in Advances and Trust Money 12 5136
Accounts 1302 s
INCREASEADECREASE) IN CASH FROM 21,182,595 6,137,963

OFERATIONS

The accomparying nodex on pages 19 to 34 showld be read in confumction with these financial stalements.
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Government of the Kingdom of Tonga

STATEMENT OF ME EXPENDITU THE YEAR ENDED 30 JUNE 2012
2011-2012 2019-11
Income/Expenditure by : Income/Expenditure by :
Government Thfrd Government .mlfd
Parties Parties
Notes ] 5 5 5
OPERATING INCOME 2
Income Tax 25,292 833 38,344,742
Trade Taxes 13,584 685 12,635,635
Domestic fees and Licensing 15,594, 460 -
Taxes on Goods and Services $4,734034 49,600,697
Excize Tax 28,979,019 28,740,206
Entreprencurial and Property Income 5,678,888 21939813
Administrative Fees & Charges - 17,793,239
Miscellaneous Revenue 554,207 784,761
Capital and Other Transfer - 1,006,203
Total Operating Income 144,418,127 151,845,295

OPERATING EXPENDITURE 3
Established Staff 82,568,066 87,204,529
Unestablished Staff 2,592,783 2,600,514
Travel and Communication 1,656,841 7,034,950
Maintenance and Operations 8,530,432 3,621,926
Purchase of Goods and Services 21658203 20,494,388
Operational Grants and Transfers 14,932,754 23,015,187
Development Duties Expenditure 195253 -
Public Debt Cost 7.241,776 6,463,950
Pension and Gratuities 5,844,061
Privy Purse - 044,702

Total Operating Expenditure 154,220,168 157,410,146
Excess of Income over Expenditure (9,802,041) (5.564.851)
Budget Support 13 37,081,755 23,576,138

Net Excess of Income Over Expenditure with

Budget Support 27,279.714 18,011,287

The aceompanying notes o pages 19 to 34 sthould be read in confunction with ese financigd platements,
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Government of the Kingdom of Tonga

ATEMENT OF IN

Financial Year 2010/2011
Revenue Fund Balance as at 1 July 2010

Net BExcess of Income over Expenditure with
Budget Support for the year ended 2011

Adjustments for Prior Years processed in 2011
Revenue Fund Balance as at 30 June 2011
Effect of Accounting for Assets & Liabilities

Total Fund Balance as at 30 June 2011

Financial Year 2011/2012

Net Excess of Income over BExpenditure with
Budget Support for the year ended 2012

Adjustments to Prior Years processed in 2012

Revenue Fund Balance as at 30 June 2012

Effect of Accounting for Aszets & Liabilities

Total Fund Balance as at 30 June 2012

The accompanying notes on pages 19 ta 34 showld be read in confunction with these financial statenents.

Motes

FO AR ENDED 30 2012
Revenne Fund  Development Fund
Balance Balance Total
5 5 s
(2,458,438) 30,457,881 27,999,443
18,011,287 (3,174 475) 14,836,812
276,411 - 276,411
15,829,260 27,283 407 43,112,666
13,553,404 - 13,553,404
29,382,664 27283407 56,666,070
27.279.714 2,075.624 29355338
(2,001,176) (3.453) (2,004.629)
41,107,798 29,355,577 70,463 375
(15,946,733) - (15,946,733)
25,161,065 29,355,577 54,516,643

Ministry of Finance and National Planning | April 2014



Government of the Kingdom of Tonga

STATEMENT OF ASSETS AND

CURRENT ASSETS

Cash &t Bank and in Hand

Inventories

Receivable

Charges to Individuals
Total Current Assefs

NON-CURRENT ASSETS

Receivables

[nvestments

Property, Plant & Equipment
Total Non-Current Assefs

TOTAL ASSETS

CURRENT LIABILITIES
Trust Money Accounts
Public Debts

Total Current Liabiflties

NON-CURRENT LIABILITIES
Public Debts

Total Non-Current Liabifftles

TOTAL LIABILITIES

NET ASSETS

FUNDS
Revenue Fund Balance
Development Fund Balance

Effect of Accounting for Assets & Liabilities

TOTAL FUND BALANCE

The cccompanying notes on pages |9 to 34 should be read in conjunciion with these financial statements,

AT 30 2012
2011-12 2010-11
Notes 3 5 5 -3
L ————= =il Pl — e — s = e ==
5 59,949,383 41,121,000
i 678,991 697,714
§ 87,580 87,730
60,715,958 41,906,444
8 63,191,374 40,042,129
7 117,363,467 116,158,941
] 177,274,197 175,532,718
357,829,039 331,733,787
418,544,994 373,640,230
16 11,935,715 12,654,190
1 8,677,569 16,317,084
0,613,284 28,991,274
i 3¢3I¢15.ﬂﬁ? 287982887
343,415,067 287,981,887
364,028,351 316,974,161
54,516,643 56,666,070
41,107,798 15,829,261
12 29,3555T7 27,283 406
16 ! ISE'NG,TH! 13,553,404
54,516,643 £6,666,070
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Government of the Kingdom of Tonga

TAT OF DEVELO S FOR YE ENDED 30 JUNE 2012
2011-12 2010-11
Notes 5 5

Development Fund Balance at 1 July 12 27,283,407 30,457,881
Add: Development Fund Receipis
Granis & Loans Received 43,428,314 29.678.627
Total Development Fund Receipts 43,428,314 29,678,627
Total Development Funds Awailable 70,711,721 60,136,508
Less: Development Fund Payments
Payments from Grants & Loans 41,356,143 32,853,101
Total Development Fund Payments 41,356,143 32,853 101
Dewvelopment Fund Balance at 30 June 29,355,577 27,283,407

The secompanying notes on pages 1% io 34 should be read in confunction with these fingnelal Hatements.
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Government of the Kingdom of Tonga

ST NT GOVE TMENTS AT 30 2012
2011-2012 2010-2011
MNotes 3 $

Treasury Investments 7 2,602,578 2,547,439
Shares - minority holdings (af cost) 1,107,916 L10&,873
Investment in other companies 813,434 El13,434
Public enterprises :

Shares (at cost) 112,839,539 111,689,195
TOTAL INVESTMENT 117,363,467 116,158,941

The pecompeanying nofes on pages I9 o 34 should be read in confunction with these financial staiements.
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Government of the Kingdom of Tonga

STATEMENT OF PUBLIC DEBTS FOR THE YEAR ENDED 30 JUNE 2012

Notes

Loans Owing at 1July 11

Forign
Domestic

Add. New Borrowing

Foreign
Domestic

Total Loan Payable

Less: Repayments

Foreign
Domestic

Revaluation of Debt in Foreign Currency
BALANCE PUBLIC DEBT 30 JUNE
Balance Details:

Loans Owing at 30 June

Foreign
Domestic

2011-12 2011-12 2010-11
3 § §

274,868,970 228,807 496
29,451,000 29,451,000
304,319,970 258,258,496

47,523,734 67,955,124
3,000,000 10,360,000
50,523,734 78315124

354,843,704 336,573,620

5,671,569 5977084
3,000,000 10,360,000
8,677,569 16,337.084

346,166,135 320,236,536
5.926,501 {15,916,566)

352,091,636 304,319,970

322,641,636 274,868,970

259,451,000 25,451,000

352,092,636 304,319.970

The accompanying notes on pages [ 9 fo 34 should be read in confunction with these financial sictements.
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Government of the Kingdom of Tonga

STA NT OF CONTINGENT LIABILITIES AS AT 30 JUNE, 2012

2011-12 2010-11
Motes 5 5
Guarantees and Indemnities 18
Foreign Loans Debt Guarantee 5 -
Domestic Loans Debt Guarantee 7,827,737 12,054,174
Legal Proceedings and Dis putes - -
TOTAL CONTNGENT LIABILITIES 7,827,737 12,054,174

The accompanying notes on pages 19 fo 34 should be read in conjunction with these finoncial statements.
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Government of the Kingdom of Tonga

OTES TO FINANCIAL STATE

1.ACCOUNTING POLICIES

(i) Statement of Compliance

The financial statements of the Government of the Kingdom of Tonga have been prepared in
accordance with Intemnational Public Sector Accounting Standards (IPSAS) and the Tonga Public
Finance Management Act 2002.

(i)  Basis of Preparation

The financial statements have been prepared in accordance with the Public Finance Management Act
2002, and any applicable regulations. And also in accordance with the Cash Basis International Public
Sector Accounting Standard (IPSAS) Financial Reporting Under the Cash Basis of Accounting, This
means that transactions are recognised when cash is received or payments are made. Except specifically

stated, no allowance has been made for amounts owing to government but not yet received nor for
amounts owed by government but not yet paid.

The accounting policies have been applied consistently throughout the period.
(iii) Reporting Entity
The financial statements are for the Government of the Kingdom of Tonga. This comprises the central

government ministries, departments and agencies that are directly funded through the annual
Appropriation Act but excludes the public enterprises under the control of the Government

At this stage, it has not been possible to prepare consolidated financial statements incorporating the
public enterprises. Instead, information on the public enterprises and their financial results are included
in notes. Transactions with public enterprises for subsidies and loans (advances, interest and
repayment) are reported in the Statement of Receipts and Payments.

(iv) Reporting Currency
The reporting currency is the Tongan Pa’anga.

(v} Going Concern
The financial statements are prepared on going concern basis.

(vi) Payments by External Third Parties

The Government of the Kingdom of Tonga benefits from goods and services or investments and asset
construction paid for on its behalf by third parties by way of loans or contributions. These Paymenis
do not constitute cash receipts or payments by the government, but do benefit the government. These
were supposed to be separately identified in the Statements of Receipts and Payments. However, the
Treasury during the reporting period, has not been formally advised by a third party or the recipient
whether any payment has been made or has otherwise verified any payment. These payments will be
incorporated into the government financial statements of subsequent years upon formal advice or being
verified.
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Government of the Kingdom of Tonga

(vii) Accounting for Foreign Currency Transactions

Transactions in foreign currencies are recorded at the exchange rate used to purchase the currency at
the date of the transaction. Foreign currency monetary assets and liabilities are translated at the
exchange rate at the balance sheet date. Gains/Losses on foreign bank balances are accounted for in the
Revenue Balance.

(viii) Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits, Bank overdrafis that are repayable
on demand and form an integral part of Government of the Kingdom of Tonga’s cash management are
included as a component of cash and cash equivalents for the purpose of the cash flow statement.

(ix) Physical Assets

Physical Assets are disclosed at an estimated value. As in previous year's accounts, depreciation
charges had not yet been recognised because of the uncertainties and estimated value of assets. Once
the value of assets is accurately determined, appropriate depreciation charges will be recognised in the
accounts,

(x)] Revenues

Revenue is recognised when cash is received.

(xi) Investments

Investments comprise deposits of cash other than at call deposit accounts. Treasury Investments are
shown at principal amount with banks and other organisations.

Investments in other companies are valued at cost or net current value.

(xii) Receivables

Loan receivables are recognised after the funds have been disbursed, and are shown at the current
outstanding principal plus accrued interest.

(xiii) Public Debts

Loans are credited to the Development Fund only to the extent that they are received in cash; where
loans are paid directly to third parties for capital expenditure, no accounting entry has yet to be taken
up in the books of accounts. However, the amounts for public debts are shown at the outstanding
principal amount as part of Statement of Assets & Liabilities.

(xiv) Contingent Liabilities

Contingent liabilities are recorded as liabilities when the potential for a liability to arise is considered to
be likely. Where the potential for the liability 1o arise is considered unlikely details are provided as a
note to the financial statements. Contingent assets are not disclosed.

{xv) Expenses

Expenses are recognised when payments are made,
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Government of the Kingdom of Tonga

(xvi) Development Funds

Development Funds are recognised when funds are received.

(xvii) Consolidation

The consolidation of the results of fully owned public enterprises is not considered prudent at this time.
This is a departure from IPSAS 6. Reform of public enterprises in Tonga is ongoing. At a future time
the availability of relevant financial information will permit the consolidation of these enterprises into
the public financial statements in a meaningful way.

Currently, the Government of the Kingdom of Tonga investment in public enterprises is detailed in
note 7. This details the cost of the investment and an estimate of the fair value of the enterprises in

accordance with accounting policy, loans receivable from public enterprise are stated at principle
amount plus accrued interest.

(xviii) Format of the Public Accounts

The Government financial statements 2011-12 is being in a format which ensures compliance with the
requirements of the Public Finance Management Act 2002 and in accordance with the generally
accepted accounting practice. The major impacts of this change are show once again in the Statement
of Assets and Liabilities in particular, Investments, Physical Assets and Public Debts.

(xix) Comparative Figures

The comparative figures in all Statements were constructed to provide information on existing balances
of the previous year. The comparative figures for the Statement of Assets and Liabilities are still
disclosed at the balances in the previous year's signed accounts.

(xx) Reclassification

Prior year balances have been reclassified to correspond to current year presentation where considered
necessary,
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Government of the Kingdom of Tonga

2.0PERATING RECEIPTS

Details of Receipts by Standard Group and by Minisiry are shown in the Statement of Appropriations -
Receipts.

3.0PERATING PAYMENTS

Transfers of funds between programs are permitted under section 10 (1) and 12 (2) and (3) of the Public
Finance Management Act 2002,

Details of Payments by Standard Group and by Ministry are shown in the Statement of Appropriations
and Contingency Fund - Payments.

4.CONTINGENCY FUND

The use of the contingency fund is governed by the Public Finance Management Act 2002, This
provides for a contingency within the appropriation of the Ministry of Finance and Mational Planning
for specific, approved unforeseen expenditure.

Ministries that do not perform certain programs within their appropriation transfer to the contingency
fund during the year. Ministries that request additional program activity and expenditure or emergency
expenditure can apply to the contingency fund, under strict procedures and, if approved, be allocated an
additional estimate.

The balance of approved contingency fund lapses at the end of the financial year.

The Statement of Appropriations details the movements on the contingency fund to reconcile original
appropriations to actual expenditure. The reasons for respective application to the contingency fund are
as follows:

i To fund salaries, wages for LA staff and members of the House

i To fund shortage of zalaries and allowance for OIC

iii To fund Pensioner's entitlement and also cover operational expenses,

To fund Ministry new office rent at Sanft Building and also setting up ofnew
Govemnment newspaper.

To Fund Court of appeal salaries and duty allowance of Magistrate. Also

cater for Electroral Commission expenditures

To fund salaries of 30 new constables, cost of Prison appeals tribunal and

also cater for their essential expenses up 1o the end of the fy.

To fund intemal medical referral, medical treatment and also cater for ration and
dizts of patient

To fund Govemment TVET Grant and other operational outstanding commitment
of the Ministry

To fund salaries, operation requirements and operation shortages

To replenish 50% of the total funds being utilized on trade show and also cater
for salaries shortage

To fund redeployment of staif from MOW to Ministry of Transport

To fund installation of navigation light at Teleki Tokelau and othe operational
expenses

To fund salarics and other operational requirements

vi

vii

viii

o

-~

B B =
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Government of the Kingdom of Tonga

2011-12 2010-11
5 5
Cash at Bank & Cash on Hand 54,942,197 37,410,080
Westpac Bank of Tonga
6 month deposit promissory note 100% 41002012 601,318 584,495
3 month deposit promissory note 0.85%  27/06/2012 1,986,052 121,487
6 month deposit promissory note 290%  20/0572012 125,624 1,957,194
1 month deposit promissory note 3.00%  7/09:2012 147,931 924,222
2,860,926 3,587,398
ANZ Banlc
3 month deposit promissory note 2008 13/0772012 2,077,580 56,504
2,077,580 56,504
Tonga Development Banl
1| month deposit bond ssue 245%  11/07/2012 63,682 67,019
68,682 67,019
Total Short Term Deposir 5,007,188 3,710,920
TOTAL CASH 59,949 384 41,121,000

Cash balance includes short-lerm deposits as detailed above, plus cash at bank and in-hand. Included in
the cash balance is an amount of $33,742,105 for development fund projects from various donors.

6.CHARGES TO INDIVIDUALS(BUILDING LOAN)

This amount represents the total charges by Government to Individuals for expenses incurred but not yet
paid. The amounts are repayable by the individuals,

2011-12 2010-11
S $
Balance as at | July 2011 87,730 88,780
Receipts - 80,252
Payments (150) (81,302)
Balance as at 30 June 2012 87,580 87,730
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Government of the Kingdom of Tonga

7.INVESTMENT
01112 201011
§ L1
Interest Maturity
Tonga Development Bank Rate Date
24 month deposit promissory note 310% 27-02-13 528,276 516,358
15 month deposit promissory note 1.00% 19-05-13 512,474 508,507
15 month deposit protmissory note 3.00% 22405-13 528,38 508507
15 month deposit promissory note 3.00% 270513 528,045 508,30
15 month deposit promissory noie 1.00% 24-08-13 305,545 505,545
Total Treasury Deposit Investments 1602578 1,547,439
Percentage
Holding
Air Pacific Limited 5.00% 70,400 71357
Hawsiian Airlines nominal 1,126 1,126
Pacific Forum Line 6.10% 1,036,390 1,036,300
Shares - minority holdings (af con) 1,107,916 1,108,873
Ocean Royal Shipping Company Limited
(USD 3480,923.52 at 6% interest) B13,434 $13,434
Investment in other companies 813,434 513,434
Percentsge  Estimated
Holding Yalue
30-Jun-11
Intemational Dateline Hotel 100% 11,195,000 6,000,000 5,999,099
Sea Star Fishing Co. Lid 7% 3,646,000 2,308,050 2,300,000
Shipping Corporation of Polynesia 100% 61,000 10,000 10,000
Tonga Developmenl Bank 100% 56,813,802 10,530,190 10,530,150
Tonga Investment Limited 100%% 1,620,200 100 100
Tonga Communications Corporation 100% 58,076,974 14,243,639 14,243,639
Tonga Timber Limited 100% 5,107,514 3,593,000 3,592,999
Tongatapy Market Limited 100% 3,306,624 1,600,000 1,600,000
Tonga Afrports Limited 100% 37,191,686 36,543,226 36,543,226
Waste Authority Limited 100% 3,801,785 101,000 1,000
Tonga Power Limited 100%: 60,635,372 34,830,892 33,783,600
Tonga Print Limited 100% 1,449,738 1,276,527 1.276,527
Tonga Post Limited 1009 1835523 1,807,915 LBO7 915
Pons Awthority Tonga 100% 20,111,983 - -
Tonga Broadeasting Commission 100% - - -
Tongs Water Board 1009 21,676,297 - -
Total Imvestment in Public Enterprises 186,529,493 112,839,539 111,689,195
TOTAL INVES TMENTS 117,363 467 116,158,941

Figurea for Ports Authority Tongs, Tongo Broadeasting Coownission and Tongo Waer Board were wmavailable ar the time of preparation.
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Government of the Kingdom of Tonga

9.PROPERTY, PLANT & EQUIPMENT

Property under Property, Land

construction and Buildings Other Asset Total
5 5 3 3

Cast
At 1 July 2011 691,452 68,638,991 106,202,275 175,532,718
Additions 22426923 - 2,650,284 25,077 207
Disposals / Transfers {23,335,728) - - (23,335,728)

At 30 June 2012 (217,353) 68,638,991 108,852,559 177,274,197
Depreciation
At 1 July 2011 - - -
Charge for the year - - = =
Disposals [ Transfers - - - -

At 20 June 2012 - - - -
Book value
At 30 Tune 2011 691,452 68,638,991 106,202,275 175,532,718
At 30 June 2012 {217,353) 68,638,991 108,852,559 177,274,197

The balance of $177,274,197 is an estimated value of property, plant & equipment at balance date. This
balance included new properties under construction within the Nuku'aofa CBD loan where parts of it
were also able to be completed during the Financial Year. The value of these completed buildings were
transferred and recorded for as Receivables ($23,335,728) due to the On-lent nature of these projects.
The change in Other Asset was due to additional assets procured during the year. Any assets disposed
during the year were not considered significant and therefore not reflected in the final balance. No
depreciation charged against the value of assets at balance date due to the fact that such balance is just
an estimated amount, However, this is a very conservative value of the povernment assets, which
mostly related to assets acquired through loan and other related funds. The Treasury is still working
with line ministries to determine the value of government physical assets and to be more complete and
accurate, therefore fairly disclosed in future financial statements.

10. TRUST MONEY ACCOUNTS

This is the total of money held by Government pending the completion of a transaction or dispute, in
trust for any purpose approved by the Minister; unclaimed money due to or belonging to any person; or
collected by Government on behalf of any person under any agreement.
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Government of the Kingdom of Tonga

Details of Trust Money Accounts are as follows:

Balance as at 1 July 2011
Receipts

Payments

Balance as at 30 June 2012

Represented by:

Distraints - Legal Settlements
Unclaimed Salaries, Wages & Expenses
National Bmergency Fund

PSRF Trust Account

Ninatoputapn Tsunami Trust

AusAid-Business Recovery Trust
Other Trust Accounts

TOTAL TRUST MONEY ACCOUNTS

2011-12 2010-11
S s
{12.233,762) (23,440,813)
2,445233 61,198,408
(2,147,187) (49,991,357}
(11,935,715) {12,233,762)
(39.668) (36,929)
(188,530) (168,139)
(2,829,293) (2,764,735)
(6,188,520) {(6,517,118)
(849,895) (924,222)
(481,925) {481,925)
(1,357.882) (1,340,694)
(11,935.715) (12,233,762)

11. PUBLIC DEBTS

The Govemment of Tonga benefits from lending and borrowing assistance from international lenders,
The total undrawn borrowing facilities at 30 June 2012 amounted to $8,105,832.55 Tongan Pa’anga

CNY (29,411,584) as follows:
2011-12
5
Lender Project
Chinza Exim Bank National Road Improvement Project B,105,832.55
8,105.832.55

The terms of loan agreements vary. Some agreemenls provide for deferred repayments and some for
deferred payments of both interest and principal. Outstanding obligations are re-stated at the year end at
the exchange rate ruling at the day.

Effective exchange rates in foree are:

Rate as at Rate asx at

30-Jun-12 30-Jun-11
Currency
EURO (ELTR) 21770 24338
Special Drawing Rights (SDR) 2.6610 27070
IS Dollars (LIS 1.7535 1.6014
Yuan Renminbi {CNY) 0.2756 02617
New Zealand Dollars (NZ1D) 1.3944 14035
Australian Dollars (A LID) 1.7714 1.8127
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Government of the Kingdom of Tonga

12. DEVELOPMENT FUND

Monies held in the development fund account represent unspent grants and external concessional loans
and can only be used to meet expenditure within the terms and conditions of each particular grant.

The balance as at 30 June 2012 is $29,355,577 (2011: $27,283,406)

2011-12 2011-12
5 5

Grants & Extemnal Concessional Loans
Reccipts 43,428 314 29,678,626
Expenditure from Grants & Bxemal
Concessional Loans 41,356,143 32,853,101
Net Receipts/(Deficit) from Grants and 2,072,171 (3,174475)
External Concessional Loans
Dey ment Recei Donor fi € vear en June 201

More than Less than

Estimate Actual Estimate Es timate
Donor L3 § $ ]
Aust Bilateral 8,992,000 6,359,144 2,632,856
Aust Defence-Cash 300,000 s381m 238,102
Aust Fund (Budget Suppon) 3955158 1,935,158
Prance £ . a
Genmany 700,000 . 00,000
Japan Govt/TICA, 4 . ;
Japan Non-Govt 5,000 6,101 L
Anst\NZ Pooled Fund 10,107,745 14,409,126 4301440
NZ Bilatcral 2117375 6,795,898 467858
NZ. Mon-Cowt = = -
NZ Fund (Budget Support) 2,500,000 2,500,000
Peopk's Republic China - 1, 746291 1,746,291
UK Govt 6,440 1980477 1,974,028
India Fund 41,500 - 41,500
Pacific Regional Initiatives for Basic Education (PRIDE) 91,941 - 91,1
ADB 1,306,583 3007452 730,877
World Bank/IDA 11,141,925 3503407 7638518
NZAIDMW qrld Bank Trust Fund - - -
Worid Bank (Budget Support) 8,674,532 8,674,532
EU (Budget Suppart) 12795310 12795310
Commonwealth Fund Tech Coop (CFTC) 24,066 79221 55,155
UNESCO - - -
European Union 1,470,000 992,591 477,009
Pacific Islands Forum Secretariat (PIFS) - - -
Turkey . . -
Secretariat of the Pacific Community (SPC) 51,001 33,730 17271
Sth Pac Regnl Envmmnt Pgm (SPREF) 100,000 424 098 324,058
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Government of the Kingdom of Tonga

ment Fund i nor for the year ended g 2012 (Continue
More than Less than

Estimate Actual Ex timmeate Estimate
Donor 5 § i ]
UN Development Prgm (UNDF) 103,000 165,338 62,388
1IN Family Planning Assoc (UNFPA) 10,000 183,790 173,790
UN Intl Children's Fund B 15,185 15,185
Food & Agriculture Organisation (FAO) 1,394,187 - 1,394,187
Word Health Org (WHO) - 501,037 501,037
Sth Pac Gepscience Comm (SOPAC) 12,000 409,140 377,140
1N Envrnmnt Prgm (UNEF) 28,000 99112 nln
Forum Fishing Agencies {FFA) 96,889 100,925 4,036
Commonwealth Local Govt Fund {CLGF) 5,000 - 5,000
International Union for Conservation of Nature . 93,848 03,848
Tonga Trust Fund 400,000 - 400,000
Local Level Contributions - 1,773 1,773
Unidentified Donors (Uncon firm Budget Support) 5 ;
Unidentified Donor - 1,952,008 1,952,008
TOTAL DEVELOPMENT RECEIFTS 67449663 43428314 17301932 41,313.28)

elo Fund ents ini for the ded 30 June 20
More than Less than

Estimate Actual Estlmate Estimate
Ministry s s s [
Palace Oifice 400,000 103,432 296 568
Legislative Assembly 1,110,000 132,985 977,015
Audit Office - - -
Commissioner of Public Relations - 2 -
Ministry of Foreign Affairs 3,447 481 82,961 3,364,520
Tonga Defence Services 1,500,000 2,721,588 1,221,588
Prime Minister's Office 765,000 188,807 576,193
Ministry of Finance & Wational Planning 18,894,000 6,008,444 12,791,556
Ministry of Revenue Services 1,550,000 160,668 1,389,322
Ministry of Public Enterprise . - -
Ministry of Communication & Information - 18,133 18,133
Ministry of Justice - 125,103 125,103
Crown Law Department 20,000 12,419 7,581
Ministry of Police, Prisons & Fire Services 2,946,184 1,778 241 1177944
Ministry of Health 8341158 4847214 5,473,947
Ministry of Education, Women's Affairs & Culture 10,454,762 14,026,118 328,877
Ministry of Training Employment,Youth & Sports 3,600,000 2276,079 1323921
Ministry of Tourism 3261425 237,708 3717
Minstry of Labour Commerce and Indostries 600,000 566 599 434
Ministry of Agriculture, Food, Forests & Fisheries 2,146,143 52,267 2,083,876
Ministry of Works 4,501,585 2,924,489 1,577,096
Ministry of Transport 1302,925 116,474 1,186,451
Ministry of Lands, Survey and Natural Resources 875,000 785,818 £9.182
Ministry of Environment and Climate Change 1,728,000 2,556,628 828 628
TOTAL DEVELOPMENT EXPENDITURES 67,449,663 41,356,143 2,193,452 34,187,207

Ministry of Finance and National Planning | April 2014



Government of the Kingdom of Tonga

13. BUDGET SUPPORT

Budget Support is fund received from another Government or International Organisation to assist the
Government's Budget. During the year, three (3) Development Partners granted Budget Support
amounting to $37,081,755 to the Government of Tonga.

Budget Support Received are as follows:

Australia (AusAID) 8,855,500
European Union (EU) 12,835,473
World Bank (WB)/ New Zealand (NZAID) 15,390,782
TOTAL 37,081,758

14, TRANSFER PRESERVED ACCOUNTS

The Government iz required under regulation 23 of the Pensions (Amendment) Regulations 1999 to
transfer 1o the Retirement Fund Board the Transfer Preserved Accounts of those staff in the civil service
al 30 June 1999 who become members of the new retirement fund scheme. At 30 June 2012, the
Government still maintained the Transfer Preserved Accounts of $7,969,126 (2011:88,275,496) plus
accumulated interest at 6% per annum of $9,026,626 (2011: $8.376,428).

The total balance of amounts owing $16,995,752 (2011: $16,651,924) plus accrued interest will be

transferred as soon as possible,

T R ——_———— : TET
-.1. f r\l.
| Agriculture & Forestry 354,664 . 358989 42,819 401808 | 43
Finance 668,997 677,157 80,769 757,926 121
Police 983,148 995,139 118,697 L1I3,836 | 247
Health 2,423,601 2,453,160 292 606 2,743,766 363
Education 3,538,716 3,380, 427 041 007,289 554 |

ANl e . LR ATy A T e 9,026,626 | 1328

Transfer Value 7,969,126
Accrued Interest an TV 9,026,626

Ministry of Finance and National Planning | April 2014 e



Government of the Kingdom of Tonga

15. COMMITMENTS AND CONTINGENCIES

In the normal course of operations the government makes commitments for supplies and capital
purchases,

The Minister of Finance and Mational Planning under the authority of the Privy Council (Public
Management Act 2002, section 31) provides guarantees for the financial liability of some public
enterprises and institutions. A contingent liability is a fiscal obligation on the occurrence of a particular
event or events

A statement of commitments and contingencies is as follows:

011-12 2010-11
3 s

Commitments not otherwise provided for in the financial s tatements
are a5 follows:

Future operating lease payments:

Minimum future lease payments due under non-cancellable operating
leases are as follows:

Within one year -
More than one year, less than five years -
More than five years .
Contingencies:

Janfull International Dateline Hotel 320,883 Eyetin|
The govemnment has guaranteed the renovation project for the Forum

meeting in 2007.

Tonge Power Limited

The government has guaranteed a USD Term Loan from WBOT - %
also guaranteed an Overdraft facility from WBOT -
and a Term Loan facility from WBOT as part of acquisition of 7356,958 9,898,048
Shoreline's electricity business and assets,

Tonga Development Bank 149,896 149,896
The government has guaranteed a public bond issue for financing its
working capital and other development schemes in the agricultural and
business sectors.

7,827,737 12,054,174

16. EFFECT OF ACCOUNTING FOR ASSETS &
LIABILITIES

The amount of ($15,946,733) (2011; $13,553,404) is the cumulative amount of the effect of accounting
for Investments, Physical Assets and Public Debts in the Statement of Assets and Liabilities. The effect
is due to the modification of the accounting treatment 1o account for these Assets and Liabilities
account, In previous financial reports, such effect was included together in the Adjustments figures;
however it is now being disclosed separately to clearly reflect the effect of the modification of
accounting treatment in the Fund Balance.

Ministry of Finance and National Planning | April 2014 -




Government of the Kingdom of Tonga

Details of the effect of the modification made in previous financial years since 2006-07 are also

shown below:
Cumulative
A@us tment Amount
Financial Year 2006-07 9,625,392 21,004,056
Financial Year 2007-08 10,626,047 31,630,103
Financial Year 2008-09 (2,925,233) 28,704,870
Financial Year 2009-10 6,060,938 34,765,808
Financial Year 2010-11 (21,212,404) 13,553,404
Financial Year 2011-12 (29,500,137) (15,946,733)

17. AUTHORISATION DATE

These Public financial statements for the Government of Tonga were authorised on 26™ April, 2014 by
‘Aisake Valu Eke, Minister for Finance and National Planning.

Ministry of Finance and National Planning | April 2014 -
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