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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 2016 have
been prepared under the Public Finance Management Act 2002 and in accordance with International Public
Sector Accounting Standards (IPSAS).

Taccept 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 fask 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 equipments. However, much
progress has been made and the revised format of the financial slatements for the year is an improvement
towards the reform of financial management. Although we have yet to fully comply with International Public
Sector Accounting Standards (IPSAS) Cash but we are aiming for full transition in the coming financial years.

Therefoie, in my opinion, the financial statement except for limitations as mentioned above, present a true aiid
fair view of the financial position of the Government of Tonga as at 30™ June 2016, and its financial
performance for the year ended o

*Aisake Valu Eke
Minister for Finance and National Planning

28" February 2017
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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 (PFMA) 2002 and in accordance with International
Public Sector Accounting Standards (IPSAS).

The Ministry of Finance and National Planning is responsible for establishing and maintaining a system of
internal control desigied 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 Government. 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 period. :

Balwyn Fa’otusia
Chief Executive Qfficer for Finance and National Planning

28" February 2017
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INEEGRITY, ACCOUNTABILITY.
& TRANSPARENCY

INDEPENDENT REPORT OF THE AUDITOR GENERAL
To the Honourable Members of the Legislative Assembly

I'have audited the accompanying Financial Statements of the Government of the Kingdom of Tonga for the
year ended 30" June 2016, which set out on pages 2, 3, and 5 1o 36 and cornprised with the:

*  Statements of responsibility and compliance by the Hon. Minister for Finance and National
Planning (Minister) and the Chief Executive Officer (CEQ), of the Ministry of Finance and _
National Planning;

¢ Statement of Receipts and Payments;

*  Statement of Income and Expenditure;

¢ Statement of Changes in Fund Balance;

e Statemenl of Assets and Liabilities; and

Notes to the Financial Statements and Additional Statements of Disclosure.

Responsibility of the Minister for the Financial Statements

The Minister is responsible under section 35 of the Public Finance Management Act 2002 for the preparation

.and fair presentation of the financial statements of the Government that comply with the International Public
Sector Accounting Standard, (IPSAS). The Minister is also responsible for such internal control as is
necessary to enable the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Responsibility of the Auditor

My responsibility is to express an opinion on the financial statements based on my audit. | have conducted
my audit in accordance with International Standards of Supreme Audit Institution (ISSAls). These anditing,
standards require that I comply with relevant and ethical requirements regarding the audit engagements and
plan and perform the audit to obtain reasonable assurance about whether the financial statements are frec
from material misstatement.

Anaudit 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 fraud or error. In making those
risk assessments, the auditor considers internal control relevant lo (he 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 audil also includes evaluating the appropriateness of accounting policies used and reasonableness
-oFaccounting estimates made by the Minister, as well as evaluating the overall presentation of the financial
statements.

Po Box 50, Tupou College Old Boys Building, Nuku alofa, Tonga, South West Pacific —
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['have obtained the information and explanations required and 1 believe that | have obtained sufficient and
appropriate audit evidence to provide a basis for my qualified audit opinion.

The duties and responsibilities of the Auditor General arises from the Public Audit Act 7007 and Public
Finance Management Act 2002,

Basis for Qualified Opinion

The Minister, in his Statement of Responsibility (page 2), stated that he has modified the cash basis of
accounting in order to enable the including of accounting and reporting of assets and liabilities of Government
as at balance dates. The modification of cash accounting have been consistently applied as in previous years,
and it allowed for adjustments to the cash basis value of assets and liabilitics in order to report the fair values
of those assets and liabilities as at the balance date. Referring to Note 16 to the financial statements, the value
of the adjustments (debit) made to the valuation of receivables, payables, investments, public debts, property,
plant and equipment that reported in this year's statement of assets and liabilities totaled $65,334,853
(854,965,218 debit in 2015). It states that this amount represent the cumulative amount of the effect of
accounting for assets and liabilities as at the balance day and the total fund balance as of 30" June, 2016 is
reduced by that amount,

I fully agree with the assertion made by the Minister and fully support the continuation of this exercise.
However, until all assets and liabilities of Government are completely accounted for with fair valuation as in
full accrual basis of accounting, the scope of the audit is continued to be limited to the recorded and reported
a;sets and liabilities,

Qualified Opinion

In‘my opinion, except for the possible 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 as at 30™ June, 2016 and its financial performance and its cash flows for the year then
ended in accordance with the Public Finance Management Act 2002 including complying with the
International Public Sector Accounting Standards,

Date: J¢. 0. abf?‘

Po Box 50, Tupou College Old Bays Building, Nuku'alofa, Tonga, South West Pacific
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Government of the Kingdom of Tonga

Tahle ¢f Centonts

Schedules Pages
1. Statement of Receipts and Payments for the year ended 30 June 2016 ..c.ooovveeeeeeeceeeeeeeeeeeeeenn, 6
2. Statement of Income and Expenditure for the year ended 30 June 2016.......ccveveeveeeeeereceeeerenennns 7
3. Statement of Changes in Fund Balances for the year ended 30 June 2016 .....c.coveeveeevereeeeerenenenn, 8
4. Statement of Assets and Liabilities as at 30 June 2016 .......covvvvvveeiiieecceeeeeree s 9
Notes 1o the' Bimanetal' BEMEIONIS ;. omus s s s s 10 - 34

Additional Statements of Disclosure
Operating Receipts for the preceding Five (5) financial years: 2011/12 = 2015/16....c..ccovvrvvvrrennnn. 35

Operating Payments for the preceding Five (5) financial years: 2011/12 = 2015/16 ....c.ccoevvvvennan 36

Ministry of Finance and National Planning | February 2017




Government of the Kingdom of Tonga

Schedule 1
STATEMENT OF RECEIFTS AND PAYMENTS
FOR THE YEAR ENDED 30 JUNE 2016

2015-16 2014-15
Receipts/Payments by : Receipts/Payments by :
Government Third Parties Government Third Parties
Notes $ $ $ $
OPERATING RECEIPTS 2
Income Taxes 35,778,118 37.430.367
Trade Taxes 19,483,584 17,528,230
Taxes on Goods and Services 74,850,797 64,945,750
Excise Tax 45,114,877 35,080.537
Domestic fees and Licensing 23,874,969 18,457,147
Entrepreneurial and Property Income 10,708,147 11,264,643
Miscellaneous Revenue 1,706,934 3,809,901
Capital and Other Transfer 19.784,407 18.650.035
Revolving Fund 3,038,300 448,488
Total Operating Receipts 234,380,132 207,615,104

OPERATING PAYMENTS 3
Established Staff 111,929,731 101,907,658
Unestablished Staff 5.880.541 5,078,644
Travel and Communication 8,951,259 9,623,058
Maintenance and Operations 12,584,219 9.408.876
Purchase of Goods and Services 29,405,542 28,061,121
Operational Grants and Transfers 35,659,624 35,228,785
Development Duties Expenditure 2,901,522 1.206,981
Debt Management 22,045,165 21,364,111
Pension and Gratuities 4,582,487 5,287,762
Capital Expenditure 5.329,148 3511828
Equity Payment 900,000 200,000
Private Sector Development Support 5,000,000 5,000,000

Total Operating Payments 245,169,239 225,878,825
Operating Surplus/ (Deficit) (10,789,107) (18,263,721)
Budget Support 9

Loan 8,973,862 4.797.920

Grant 24.114.064 14,457,533
Total Budget Support 33,087,926 19,255,453
Net Operating Surplus/ (Deficit) with Budget Support 22,298,819 991,732
Development Fund Receipts (Grants and Loans) 8 30,947,042 33.125.132
Development Fund Expenditure (Grants and Loans) 30,575,649 38,323,997
Net Receipts/(Deficit) from Development Fund (Grants 371.393 (5.198.864)
and Loans)
INCREASE/(DECREASE) IN CASH FROM
OPERATIONS 22,670,211 (4,207,133)
CHANGES IN CASH BALANCES:
Cash at Bank and on Hand - I July 46,828,708 55,991,360
Cash at Bank and on Hand - 30 June 5 69,021,774 46,828,708
Net Increase /(Decrease) in Cash 22,193,066 (9,162,652)
Pius: Net changes in Building Loans and Trust Money 477146 4955519
Accounts

INCREASE/(DECREASE) IN CASH FROM

i e 22,670,211 (4,207,133)

The accompanying notes on pages 10 to 34 should be read in conjunction with these financial statements.
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Government of the Kingdom of Tonga

Schedule 2
STATEMENT OF INCOME AND EXPENDITURE
FOR THE YEAR ENDED 30 JUNE 2016
2015-16 2014-15
Income/Expenditure by : Income/Expenditure by :
Government Third Parties Government Third Parties
Notes $ $ $ $
AR W RS BT
OPERATING INCOME 2
Income Tax 35,778,118 37,430,367
Trade Taxes 19,483,584 17,528,230
Taxes on Goods and Services 74,890,797 64,945,756
Excise Tax 45,114,877 35,080,537
Domestic fees and Licensing 23,874,969 18,457,147
Entrepreneurial and Property [ncome 10,708,147 11,264,643
Miscellaneous Revenue 1,706,934 3,809,901
Revolving Fund 3,038,300 448 488
Total Operating Income 214,595,725 188,965,069

OPERATING EXPENDITURE 3
Established Staff 111,929,731 101,907,658
Unestablished Staff 5,880,541 5,078,644
Travel and Communication 8,951,259 9,623,058
Maintenance and Operations 12,584,219 9,408,876
Purchase of Goods and Services 29,405,542 28,061,121
Operational Grants and Transfers 35,659,624 35,228,785
Development Duties Expenditure 2,901,522 1,206,981
Public Debt Cost 7,907,668 7,273,635
Pension and Gratuities 4,582.487 5,287,762
Private Sector Development Support 5,000,000 5,000,000

Tuial Operating Expenditure 224,802,593 208,076,521
Excess of Income over Expenditure (10,206,868) (19,111,451)
Budget Support 9 24,114,064 14,457,533
Net E,r-cess of Income over Expenditure with Budget 13,907,196 (4,653,918)
Support
Development Fund Receipts (Grants and Loans) 8 30,947,042 33,125,132
Development Fund Expenditure (Grants and Loans) 24,749,603 38,323,997
Net excess of Income over Expenditure from
Development Funds (Grants and Loans) L3I0 Cul85i569)
Net excess of Income over Expenditure with Budget 20,104,574 (9.852783)

Support/Development Fund (Grants and Loans)

The accompanying notes on pages 10 to 34 should be read in conjunction with these financial statements.

Ministry of Finance and National Planning | February 2017 Q
E ‘



Government of the Kingdom of Tonga

STATEMENT OF CHANGES IN FUND BAT,ANCFES
FFOR THE YEAR ENDED 30 JUNE 2016

FINANCIAL YEAR 2014/2015

Revenue Fund Balance as at I July 2014

Net Excess of Income over Expenditure with Budget
Support for the year ended 2015

Adjustments for Prior Years processed in 2015

Revenue Fund Balance as at 30 June 2015

Effect of Accounting for Assets & Liabilities
Total Fund Balance as at 30 June 2015

FINANCIAL YEAR 2015/2016

Net Excess of Income over Expenditure with Budget
Support/ Development Fund (Grants and Loans) for

the year ended 2016

Adjustments to Prior Years processed in 2016

Revenue Fund Balance as at 30 June 2016

Effect of Accounting for Assets & Liabilities

TOTAL FUND BALANCE AS AT 30 JUNE 2016

The accompanying notes on pages 10 10 34 should be read in conjunction with these financial statements.

Schedple 2

Revenue Fund Development Fund
Balance Balance Total
Notes $ $ $

61 464,395 23,375,470 84,339 865
(4,653,918) (5,198,865) (9,852,783)

3,562,535 3,562,535

60,373,012 18,176,604 78,549,616
(54.965,218) (54,965,218)

5,407,793 18,176,604 23,584,399

13,907,196 6,197,378 20,104,574

(732,254 (732,254)

73,547,954 24,373,982 97,921,936

16 (65,334,853) (65,334,833)
8,213,101 24,373,982 32,587,083
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Government of the Kingdom of Tonga

Schedula 4
STATEMENT OF ASSETS AND LIABILITIES

AS AT 30 JUNE 2016
2015-16 2014-15
Notes $ $ $ $
CURRENT ASSETS
Cash at Bank and in Hand 5 69,021,774 46,828,708
[nventories z >
Receivable I 1,069,701 522,035
Charges to Individuals 10 87,580 87,580
Total Current Assets 70,179,055 47,438,323
NON-CURRENT ASSETS
Receivables 11 52,123,201 51,841,588
Investments 6 171,304,353 170,203,573
Property, Plant & Equipment 15 199,816,092 188,660,958
Total Non-Current Assels 423,243 646 410,706,119
TOTAL ASSETS 493,422,702 458,144,443
CURRENT LIABILITIES
Trust Money Accounts 7 11,123,750 10,759911
Public Debts 12 15,582,000 14,090,476
Total Current Liabilities 26,705,750 24,850,387
NON-CURRENT LIABILITIES
Public Debts 12 428,993,838 409,709,658
Transfer Value 13 5,136,032
Total Non-Current Liabilities 434,129,869 409,709,658
TOTAL LIABILITIES 460,835,620 434,560,045
NET ASSETS 32,587,083 23,384,399
FUNDS
Revenue Fund Balance 73,547,954 60,373,012
Development Fund Balance 8 24,373,982 18,176,604
Effect of Accounting for Assets & Liabilities 16 (65,334,853) (54,965,218)
TOTAL FUND BALANCE 32,587,083 23,584,399

The accompanying notes on pages 10 to 34 should be read in conjunction with these financial statements.
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Government of the Kingdom of Tonga
NOTES 10 THE FINANCIAL STATEMEN1S

1. ACCOUNTING POLICIES

(i) Statement of Compliance

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

(i)  Basis of Preparation

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

(iili) 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 a 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 Payments
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 advised or
verified.

Ministry of Finance and National Planning | February 2017 @7
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Government of the Kingdom of Tonga

(vii)  Accounting for Foreign Currency '1'ransactions

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 overdrafts that are
repayable on demand and forim an integral part of Goveriiment of the Kingdom of Tonga’s cash
management are included as a component of cash and cash equivalents for the purpose of the cash
tflow statement.

(ix) Property, Plant & Equipment

Property, Plant & Equipment are disclosed at historical costs. As in previous year’s accounts,
depreciation charges had not yet been recognised because of the uncertainties and historical 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 to arise is considered unlikely details are provided as
anote to the financial statements. Contingent assets are not disclosed.

(xv) Expenses

Expenses are recognised when payments are made.

Ministry of Finance and National Planning | February 2017 @



Government of the Kingdom ot Tonga

(xvi) Development Funds

Development Funds are recognised when funds are received.

(xvii) Censolidation

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 enternrises 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 2015-16 is being prepared 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 shown 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.

Ministry of Finance and National Planning | February 2017 @ 12
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Government of the Kingdom of Tonga

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 National Planning

for specific, approved unforeseen expenditure.

Ministries that do not perform certain programs within their appropriation transfer to the contingency
tund 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:

Notes |Descriptions Amount ($)
i |Tocater for the 47th Presiding Officers & Clerk Conference (POCC) and other 125.500
operational exnenses af Legislative Assembly. i
it |To cater for twe (2) new vehicles of Tonga Audit Office. 126,000
iii |To cater for a new vehicle for Commissioner of Public Refations. 65,000
v |To cater for top-up operations for overseas missions, purchase a new vehicle for
Immigration and upgrade lmmigration System (TIMS) in Vava'u-Lupepau'n Airport for 089,000
international flights purposes of Ministry of Foreign Affairs & Trade.
v |To fund for purchasing of new vehicle for His Majesty's Anmed Forces. 60,000
vi |To cater for two (2) new vehicles for Ministry of Finance & National Planning.
] 3 140,000
However, purchasing of two (2) new vehicles were unsuccessful.
vii |To cater for a new vehicle for Public Enterprises. 25,000
viii  |To cater for operations and new posis of Tourism. 244,000
ix |To cater for a new vehicle of Ministry of Justice. 60,000
x |To fund payments of office space rental fees for Attorney General's Office. 100,000
xi |To cater for a new vehicle (3 tonne truck) and other operational expenses for Prison 150,000
Department. :
xii |To fund payments of 'Eua Hespital fence, Overseas Medical Treatment, Medical
Supplies, Security Services, Wages, extension of Tonga Health Building, new vehicle for 2,751,000
Hihifo Centre and operations of Ministry of Health.
xiti |To cater for purchasing of two (2) new vehicles and other operational expenses for
b ‘ i3 153,000
Ministry of Education and Training.
xiv (To fund payment of allowances for Tonga Rugby Union players on Pacific Nation Cup 556.000
and Rugby World Cup 2015 of Ministry of Internal Affairs. :
w  |To cater for a new vehicle for Ministry of Agriculture, Food, Forest and Fisheries. 24,000
i |To cater for new Machinery for Ministry of Infrastructure. 300,000
wii - |To cater for a new vehicle for Ministry of Lands and Natural Resouices. 60,000
wiil |To eater for a new vehicle for Public Service Commission. 60,000

Ministry of Finance and National Planning | February 2017



Government of the Kingdom of Tonga

5. CASH
2015-16 2014-15
$ $

Trust Fund Cash Balance 7,211,526 6,779,761
Development Cash Balance 18,476,224 18,176,604
25,687,749 24,956,365
Operating Cash Balance 43,334,024 21,872,343
Operating Cash on Hand 686,211 716,489
Operating Cash at Bank 41,422,532 19,940,282
Short Term Deposits 1,225,281 1,215,572

Tonga Development Bank
3 month Term Deposit 0.75% 7/16/2016 1,151,820 1,143,205
| month Term Deposit 1.50% 71122016 73,462 72,367
TOTAL CASH BALANCE 69,021,774 46,828,708

The Total Operating Cash balance for Financial Year 2015/16 was $53,438,511 which includes the
above Cash Balance of $43,334,024 and Treasury Investment Balance of $10,104,487 as detailed in

Note 6.
2015-16 2014-15
$ $

Treasury Investments 10,104,487 9,995,756
Shares - minority holdings (at cost) 79,010 76,281
Investment in other companies 1,125,133 1,120,572
Public enterprises :

Shares (at cost) 159,995,722 159,010,964
TOTAL INVESTMENT 171,304,353 170,203,573

=N
Ministry of Finance and National Planning | February 2017 Q# 21
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Government of the Kingdom of Tonga

Details of Investment are as follows:

Interest
Tonga Development Bank Rate
15 month Term Deposit 2.50%
15 month Term Deposit 2.50%
15 month Term Deposit 2.50%
15 month Term Deposit 2.50%
15 month Term Deposit 2.25%
24 month Term Deposit 2.00%
24 month Term Deposit 2.00%
24 month Term Deposit 3.00%
ANZ Bank
24 month Term Deposit 2.50%

Total Treasury Deposit investments
Percentage

Holding

Air Pacific Limited 0.27%

Hawaiian Airlines

Shares - minority holdings (at cost)

Ocean Royal Shipping Company Limited
(USD $480,923.52 at 6% interest)

Investment in other companies

Percentage
Public Enterprises Holding
Tonga Development Bank 100%
Tonga Communications Corporation 100%
Tonga Forest Products Limited 100%
Tonga Market Corporation Limited 100%
Tonga Airports Limited 100%
Waste Authority Limited 100%
Tonga Power Limited 100%
Tonga Post Limited 100%
Tong Export Quality Management Limited 100%
Tonga Asset Managers & Associates Limited 100%
Tonga Cable Ltd 83%
Friendly Islands Shipping Agency 100%
Ports Authority Tonga 100%
Tonga Broadcasting Commission 100%
Tonga Water Board 100%

Total Investment in Public Enterprises

TOTAL INVESTMENTS

nominal

Maturity
Date
8/30/2016
2/19/2017
2/28/2017
2/22/2017
5/25/2017
9/28/2016
9/29/2016
8/6/2016

81912017

2015-16 2014-15
$ g
548,369 536,334
535,744 516,349
564,303 552,099
572,836 550,517
554,509 539,283

1,532,764 1,532,764
156,073 156,073
5,000,000 5,000,000
9,464,598 9,383,421
639,890 612,334
639,890 612,334
10,104,487 9,995,756
76,525 74,877
2,485 1,404
79,010 76,281
1,125,133 1,120,572
1,125,133 1,120,572

14,000,000 14,000,000
14.243,639 14,243,639
4,693,000 3,793,000
1,600,000 1,600,000
36,543,226 36,543,226
900,000 900,000
33,783,595 33.783.593
1,807,915 1.807.915
100,000 100,000
1,761,707 1,676,949
36,907,422 36,907,422
400,000 400,000
10,049,097 10,049,097
241,081 241,081
2,065,040 2,065,040

159,995,722 159,010,964

171,304,353 170,203,573

Ministry of Finance and National Planning | February 2017

7
@



Government of the Kingdom of Tonga

7. 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.

Details of Trust Money Accounts are as follows:

2015-16 2014-15
$ $

Balance as at [ July 2015 10,759.911 12,563,572

Add;  Receipts 2,049,367 1,951,445

Less;  Payments 1,685,528 3,755,106

Balance as at 30 June 2016 11,123,750 10,759,911

Represented by:

Distraints - Legal Settlements 79,572 87,437

Unclaimed Salaries, Wages & Expenses 197,816 211,229

National Emergency Fund 3,324,473 3,288,303

PSRF Trust Account 5,057,754 4,611,610

Niuatoputapu Tsunami Trust 530,935 531,110

Other Trust Accounts 1,933,200 2,030,221

TOTAL TRUST MONEY ACCOUNTS 11,123,750 10,759,911

8. DEVELOPMENT FUND
2015-16 2614-15
$ $

Development Fund Balance at 1 July 2015 18,176,604 23,375,470
Add: Development Fund Receipis
Grants & Loans Received 30,947,042 33,125,132
Total Development Fund Receipts 30,947,042 33,125,132
Total Development Funds Available 49,123,645 56,500,002
Less: Development Fund Payments
Payments from Grants & Loans 30,575,649 38,323,997
Total Development Fund Payments 30,575,649 38,323,997
DEVELOPMENT FUND BALANCE AT 30 JUNE 2016 18,547,996 18,176,604
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Government of the Kingdom of Tonga

vionies heid m the development fund account represent unspent grants and external concessional
loans and can only be used to meet expenditure within the terms and conditicns of cach particular
grant / loan. The balance as at 30 June 2016 is $18,547,996. Development Receipts by Donor and
Deveiopmient Funds by Minisiry are shown below.

Development Fund Receipts by Donor for the year ended 30 June 2016

More than Less than
Estimate Actual Estimate Estimate

Donor $ 5 § §
Australia Bilateral Assistance 3,512,000 4,729,581 1,217,581

Australian - Others 60,000 60,000
France 40,654 40,654

Japan - JICA 100,000 100,000
Japan Non-Govt 500,000 500,000
Pooled Funds - Australia & New Zealand 9,511,900 7,641,709 1.870.191
New Zealand Bilateral Assistance 13,393.200 8,156,003 3231137
New Zealand Non-Government 9927 9,927

People’s Republic of Cliina 1,052,000 98,360 593,700
India Fund 200,000 408,173 208.173

Korean Fund 860,000 219,089 640911
Asian Development Bank (ADB) 2,000,000 1,935,842 64,138
World Bank/Tnternational Development Agency (IDA) 24,169,600 2261453 21,908,147
Commeonwealth Fund Technical Cooperation (CFTC) 60,000 60,000
UNESCO 15,903 15,903

European Union (EU) 2,800,000 212,645 2,587,355
Pacific Islands Forum Secretariat (PIFS) 500,000 500,000
Secretariat of the Pacific Community (SPC) 355,000 452,079 91,019

Sth Pac Regnl Envenmnt Pgm (SPREP) 262,154 262,154

UN Development Prgm (UNDP) 3.907.500 1,575,629 2331871
UN Family Planning Assoc (UNFPA) 400,000 472,238 72,238

UN Intl Children's Fund (UNICEF) 319570 319570

International Labour Organisation (ILO) 7,000 7,000
World Health Org (WHO) 60,000 LI11,026 1,051,026

UN Envinmnt Prgm (UNEP) 100,000 149,622 49,622

Forum Fishing Agencies (FFA) 180,000 22444 [57.556
Asia Sustainable and Alternative Energy Program (ASTAE) 7,864 7,364

United Nation Convention on the Law of the Sea 238,110 238,110

Gesellschaft fur Internationale Zusammenarbeit Gmb 33,634 33,634

Tonga Health Promotion Foundation 387,954 387,954

Local Level Contributions 46,900 46,900

Other Donor 3,000 5,000
Unidentified Donor 2,236,000 138,477 2,097,523
TOTAL DEVELOPMENT RECEIPTS 66,009,200 30,947,042 4,058,390 39,120,548

)
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Government of the Kingdom of Tonga

Development Fund Payments by Ministry tor the year ended 3U June 2016

More than Less than

Esiimate Aciual Estimate Estimate
Ministry $ $ $ $
Palace Office 500,000 - 500,000
Legislative Assembly 102,500 1,899 100,601
Ministry of Foreign Affairs and Trade 196,000 - 196,000
Prime Minister's Office 60,000 - 60,000
Ministry of Finance and National Planning 2,600,000 1,017 849 1,588,151
Miiiistry of Reveiie & Customs 380,000 - 38C,000
Ministry of Public Enterprises 200,000 5,640,628 5,440,628
Ministry of Commerce, Tourism and Labour 5,036.500 434,030 4,602,470
Ministry of Justice 670,000 646,695 23,303
Attomey General's Office 150,000 191,761 41,76l
Ministry of Police, Prisons and Fire Services 3,169,000 3,557.092 388,092
Ministry of Health 2,915,000 4,923,259 2,008,259
Ministry of Education and Training 9,832,900 1,747,794 2,085,100
Ministry of Internal Affairs 792,000 562.420 229,580
Ministry of Agriculture, Food, Forests and Fisheries 310,000 187,956 122,044
Ministry of Infrastructure 1,133,700 365,094 768,006
Ministry of Lands, Survey & Natural Resources 150,000 756,247 606,247
Public Service Commission 200,000 - 200,000
Bureau of Statistics 600,000 42,683 551317
Ministry of Meleorology, Energy, Infs)rm|ation. Disas'ter 37011600 4505643 32.505.957
Management, Environment, Communications and Climate Change

66,009,200 30,575,649 8,484,986 43,918,537

9. BUDGET SUPPORT

Budget Support is fund received from another Government or International Organisation to assist the
Government’s Budget. During the year, four (4) Development Partners granted Budget Support
amounting to $33,087,926 to the Government of Tonga. Further, the Budget Support received from
World Bank and Asian Development Bank were 50 percent grant and 50 percent credit respectively.

Budget Support Received are as follows:

Australia (DFAT) 6,416,426
World Bank (WB) 4,934,070
Asian Development Bank (ADB) 13,018,656
European Union (EU) 8,718,773
TOTAL 33,087,926
Ministry of Finance and National Planning | February 2017 g 25



Government of the Kingdom of Tonga

10. BUILDING LOAN

This amount represents the total charges by Government to Government employees that are not yet
paid. The ameunts are repayable by the Government employees.

2015-16 2014-15
$ $
Balance as at 1 July 2015 87,580 87,580
Receipts -
Payments
Balance as at 30 June 2016 87,580 87,580
Ministry of Finance and National Planning | February 2017 @ 26
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Government of the Kingdom of Tonga

2. PUBLIC DEBTS

2015-16 2015-16 2014-15
$ $ 3
Loans Owing at 1 July 2015
Foreign 382,824,134 336,464,359
Domestic 40,976,000 29,451,000
423,800,134 365,915,359
Add: New Borrowing
Foreign 17,552,380 4,797,920
Domestic 19,055,000 18,128,000
36.607,380 22,925.920
Total Loan Payable 460,407,514 388,841,279
Less: Repayments
Foreign 7.961.472 7487476
Domestic 6,360,000 6,603,000
14,321,472 14,050,476
446,086,042 374,750,803
Revaluation of Debt in Foreign Currency 1,510,204 (49,049,331)
BALANCE PUBLIC DEBT 30 JUNE 2016 444,575,838 423,800,134
Balance Details:
Loans Owing at 30 June 2016
Foreign 390,904,838 382,824,134
Domestic 53,671,000 40,976,000
444,575,838 423,800,134

The Government of Tonga benefits from Budget Support (loan portion 50%) from international
lenders. The total Budget Support drawn borrowing facilities at 30 June 2016 amounted to $8,973,864

Tongan Pa’anga as follows:

2015-16
$
Lender
World Bank (IDA) 2,467,037
ADB 6,506,827
Total 8,973,864

The terms of loan agreements varies. Some agreements 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.
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Government of the Kingdom of Tonga

Ljfective exchange rates in force are:

Rate as at Rate as at

30-Jun-16 30-Jun-15
Currency
Euro (EUR) 2.4555 2.3685
Special Drawing Rights (SDR) 3.0874 2.9658
US Dollars (USD) 2.2071 2.1088
Yuan Renminbi (CNY) 0.3326 0.3396
Australia Dollars (AUD) - 1.6274
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Government of the Kingdom of Tonga

13. TRANSKFER PRESERVED ACCCUNTS

The Government is required under regulation 23 of the Pensions (Amendment) Regulations 1999 to
transfer to the Retirement Fund Board the Transfer Preserved Accounts of those staft in the civil service
at 30 June 1999 who become members of the new retirement fund scheme. At 30 June 2016, the
Government still maintained the Transfer Preserved Accounts of $4,312,311.10 (2015:$8,678.386.27)
plus accumulated interest at 6% per annum of $823,720.42 (2015: $5,329,884.60).

The total balance of amounts owing $5,136,031.52 (2015: $14,008,270.87) plus accrued interest will be
transferred as soon as possible.

Transfer Total Interest - 6.0% Total
Ministry Preserye Account (TV) | Accrued Interest 20152016 | Accrued Interest

30-Jun-16 01-Jul-15 30-Jun-16 30-Jun-16 No.
HMAF 4,312,311.10 4,845,312.75 290,718.77 5,136,031.52 163
TOTAL 4,312,311.10 4,845,312.75 290,718.77 5,136,031.52 163
Summary:
Transfer Preserve 4,312,311.10
Interest on TV 823,720.42

5,136,031.52

14. COMMITMENTS AND CONTINGENCIES

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

purchases.

The Minister for Finance and National Planning under the authority of the Cabinet 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:

Guarantees and Indemnities

Domestic Loans Debt Guarantee

Legal Proceedings and Disputes

TOTAL CONTINGENT LIABILITIES

2015-16
$

2014-15
$

11,000

11,000
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Government of the Kingdom of Tonga

2015-16 2014-15
5 $

Commitments not otherwise provided for in the financial statements
are as 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:

Tonga Development Bank - 11,000
The government has guaranteed a public bond issue for financing its

working capital and other development schemes in the agricultural and

business sectors.

11,000

15. PROPERTY, PLANT & EQUIPMENT

Property, Land
and Buildings Other Asset Total
$ $ $

Cost

At 1 July 2015 68,638,991 120,021,967 188,660,958
Additions - 1,155,134 11,155,134
Disposals / Transfers - - -

At 30 June 2016 68,038,991 131,177,101 199,816,092

Depreciation

At 1 July 2015 - 5 .

Charge for the year - 8 .

Disposals / Transfers - E .
At 30 June 2016 - 5 5

Book value
At 30 June 2015 68,638,991 120,021,967 188,660,958

At 30 June 2016 68,638,991 131,177,101 199,816,092

The balance of $199,816,092 is based on historical value of property, plant & equipment at balance
date. 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 government

]
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Government of the Kingdom of Tonga

assets, which mostly related to assets acquirea through toan and other reiated funds. 'the I'reasury 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.

16.EFFECT OF ACCOUNTING FOR ASSETS & LIABILITIES

The amount of ($60,198,823) is the cumulative amount of the effect of accounting for Investments,
Physical Asscts and Public Debts in the Statement of Assets and Liabilities. The effect is due to the
modification of the accounting treatment to 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.

The adjustment amount for 2015-16 consists of exchange differences on Public Debts ($56,539),
Transfer Value of ($5,136,032), drawdown on External Debts ($8,578,516), exchange differences on
Receivables $137,183, exchange differences on Investment $7,290. adjustment on Receivables opening
balance $1,421,503 and prior year adjustments to Public Debts of $1,835,475.

Details of the effect of the modification made in previous financial years since 2011-12 are also
shown below:

Cumulative
Adjustment Amount
Financial Year 2011-12 (29,500,137) (15,946,733)
Financial Year 2012-13 (17,288,999) (33,235,732)
Financial Year 2013-14 40,218,184 6,982,452
Financial Year 2014-15 (61,947,670) (54,965,218)
Financial Year 2015-16 (10,369,635) (65,334,853)

17. AUTHORISATION DATE

These Public financial statements for the Government of Tonga were authorised on 28" February, 2017
by ‘Aisake Valu Eke, Minister for Finance and National Planning.

%
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