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Government of the Kingdom of Tong:

STATEMENT OF RESPONSIBILITY

The financial statements of the Government of the Kingdom of Tonga for the year ended 30" June
2017 have been prepared under the Public Finance Management Act 2002 and in accordance with
International Public Sector Accounting Standards.

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.
Although we have yet to fully comply with International Public Sector Accounting Standards - Cash
but we are aiming for full transition in the coming financial years.

Therefore, in my opinion, the financial statements 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 2017, and its
financial performance for the year ended on that date, ]

14* March, 2018
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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 and in accordance with
International Public Sector Accounting Standards.

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
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.

Pilimilose B Fa’otusia
Chief Executive Officer for Finance and National Planning

14 March, 2018
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INTEGRITY, ACCOUNTABILITY.
& TRANSPARENCY

INDEPENDENT REPORT OF THE AUDITOR GENERAL

To the Honourable Members of the Legislative Assembly

[ have audited the accompanying Financial Statements of the Government of the Kingdom of Tonga for the
year ended 30™ June 2017, which set out on pages 6 - 40 and comprised with the:

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

o Statement of Receipts and Payments;

s  Statement of Comparison of Actual and Budget

e Statement of Income and Expenditure;

e Statement of Changes in Fund Balance;

e Statement 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 auditing
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 free
from material misstatement.

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 fraud 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 includes evaluating the appropriateness of accounting policies used and reasonableness
of accounting 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
Telenhane: (676)21-600 | Facsimile: (676) 23-749 | Fmail: infoaudit eov.to | Wehsite: www . andit pov.to






[ have obtained the information and explanations required and I believe that I 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 2007 and Public
Finance Management Act 2002,

Basis for Qualified Opinion

The Minister, in his Statement of Responsibility (page 1), 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 liabilities 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 TOP$74,614,075
(TOP$65,334,853 debit in 2016). 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, 2017 is
reduced by that amount.

[ 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
assets 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, 2017 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.

Sefita Tangi, FOR4
AUDITOR GENERy

Date: 15™ March, 2018

Po Box 50, Tupou College Old Boys Building, Nuki'alofa, Tonga, South West Pacific
Telephone: (676)21-600 | Facsimile: (676) 23-749 | Email: info@audit.gov.to | Website: www.audit.gov.to
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Government of the Kingdom of Tonga

STATEMENT OF RECEIPTS AND PAYMENTS
FOR THE YEAR ENDED 30 JUNE 2017

OPERATING RECEIPTS
Income Taxes

Trade Taxes

Taxes on Goods and Services
Excise Tax

Domestic fees and Licensing

Entrepreneurial and Property Income
Miscellanecus Revenue
Capital and Other Transfer

Revolving Fund
Total Operating Receipts

OPERATING PAYMENTS

Established Staff

Unestablished Staff

Travel and Communication

Maintenance and Operations

Purchase of Goods and Services

Operational Grants and Transfers

Development Duties Expenditure

Debt Management

Contingency Fund

Pension and Gratuities

Capital Expenditure

Equity Payment

Private Sector Development Support
Total Operating Payments

Operating Surplus/ (Deficit)

Budget Support
Loan
Grant
Total Budget Support

Net Operating Surplus/ (Deficit) with
Budget Support

Development Fund Receipts (Grants and
Loans)

Development Fund Expenditure (Grants and Loans)

Net Receipts/(Deficit) from Development
Fund (Grants and Loans)

INCREASE/(DECREASE) IN CASH
FROM OPERATIONS

CHANGES IN CASH BALANCES:
Cash at Bank and on Hand - 1 July

Cash at Bank and on Hand - 30 June

Net Increase /(Decrease) in Cash

Plus: Net changes in Building Loans and Trust
Money Accounts

INCREASE/(DECREASE) IN CASH
FROM OPERATIONS

Notes

Schedule 1
2016-17 2015-16
Receipts/Payments by : Receipts/Payments by :
Third Third
Government § Government G
Parties Parties
S S S S
46,107,332 35,778,118
19,882,782 19,483,584
83,380,473 74,890,797
57,254,907 45,114,877
21,777,426 23,874,969
11,380,589 10,708,147
3,654,826 1,706,934
11,320,364 19,784 407
28,500 3,038,300
254,787,199 234,380,132

119,031,186
5,898,410
10,063,249
16,590,510
33,356,994
30,765,197
4737,771
23,292,279

4,707,988
7,348,797

200,000
6,740,853

262,733,234
(7,946,035)
13,677.420

24,167,346
37,844,766

29,898,730

45,850,493

35,641,470

10,209,024

40,107,754

69,021,774

109,411,624

40,389,850

(282,097)

40,107,754

111,929,731
5,880,541
8,951,259
12,584,219
29,405,542
35,659,624

2,901,522
22,045,165

4,582,487
5,329,148
900,000

5,000,000

245,169,239

(10,789,107)

8,973,862
24,114,064
33,087,926

22,298,819

30,947,042

30,575,649

371,393

22,670,211

46,828,708

69,021,774

22,193,066

477,146

22,670,211

The accompanying notes on pages 11-38 should be read in conjunction with these financial statements.
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Government of the Kingdom of Tonga

Schedule 2
CONSOLITATED STATEMENT OF COMPARISON OF BUDGET AND ACTUAL
FOR THE YEAR ENDED 30 JUNE 2017

2016-17
Original Final/Revised Final
Estimates Estimates Actual Budget/Actual
Notes $ $ $ $
OPERATING RECEIPTS 2
Income Taxes 34,202,200 34,202,200 46,107,332 135%
Trade Taxes 22,218,200 22,218,200 19,882,782 89%
Taxes on Goods and Services 76,422,900 76,422 900 83,380,473 109%
Excise Tax 47,741,400 47,741,400 57,254,907 120%
Domestic fees and Licensing 28,857,600 28,857,600 21,777,426 75%
Entrepreneurial and Property
Income 20,850,200 20,850,200 11,380,589 55%
Miscellaneous Revenue 1,728,900 1,728,900 3,654,826 211%
Capital and Other Transfer 14,900,000 14,900,000 11,320,364 T6%
Revolving Fund 3,300,000 3,300,000 28,500 1%
Total Operating Receipts 250,221,400 250,221,400 254,787,199 102%
OPERATING PAYMENTS 3
Established Staff 130,912,800 123,307,156 119,031,186 97%
Unestablished Staff 5,328,000 6,451,760 5,898,410 91%
Travel and Communication 9,710,600 11,231,489 10,003,249 90%
Maintenance and Operations 17,334,200 21,472,238 16,590,510 T7%
Purchase of Goods and
Services 34,242,300 36,243,677 33,356,994 N2%
Operational Grants and
Transfers 41,292,800 33,422,497 30,765,197 92%
Deyelopment Duties
Expenditure 1,970,000 4,774,435 4,731,771 99%
Debt Management 24,128,000 23,329,245 23,292,279 100%
Contingency Fund 1,500,000 - - 0%
Pension and Gratuities 5,000,000 4,709,820 4,707,988 100%
Capital Expenditure 8,642,100 10,318,483 7,348,797 7%
Equity Payment 400,000 200,000 200,000 100%
Private Sector Development
Support 5,000,000 10,000,000 6,740,853 67%
Total Operating Payments 285,460,800 285,460,800 262,733,234 92%

The accompanying notes on pages 11-38 should be read in conjunction with these financial statements.
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Government of the Kingdom of Tonga

STATEMENT OF INCOME AND EXPENDITURE
FOR THE YEAR ENDED 30 JUNE 2017

OPERATING INCOME

Income Tax

Trade Taxes

Taxes on Goods and Services
Excise Tax

Domestic fees and Licensing
Entrepreneurial and Property Income
Miscellaneous Revenue

Revolving Fund

Total Operating Income

OPERATING EXPENDITURE

Established Staff

Unestablished Staff

Travel and Communication

Maintenance and Operations

Purchase of Goods and Services

Operational Grants and Transfers

Development Duties Expenditure

Public Debt Cost

Pension and Gratuities

Private Sector Development Support
Total Operating Expenditure

Excess of Income over Expenditure
Budget Support

Net Excess of Income over Expenditure with
Budget Support

Development Fund Receipts (Grants and Loans)

Development Fund Expenditure (Grants and
Loans)

Net excess of Income over Expenditure from
Development Funds (Grants and Loans)

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

Notes

Schedule 3
2016-17 2015-16
Income/Expenditure by : Income/Expenditure by :
Government Third Parties Government Third Parties
$ $ $ $

46,107,332
19,882,782
83,380,473
57,254,907
21,777,426
11,380,589
3,654,826
6,682

243,445,017

119,031,186
5,898,410
10,063,249
16,590,510
33,356,994
26,655,165
4,737,771
8,269,231
4,707,988
6,740,853

236,051,357

7,393,660

24,167,346

31,561,006

45,850,493

25,024,414

20,826,080

52,387,086

35,778,118
19,483,584
74,890,797
45,114,877
23,874,969
10,708,147

1

,706,934

3,038,300
214,595,725

111,929,731
5,880,541
8,051,259

12,584,219
29,405,542
35,659,624
2,901,522
7,907,668
4,582,487
5,000,000
224,802,593

(10,

206,868)

24,114,064

13,907,196

30,947,042

24,749,663

6,197,378

20,104,575

The accompanying notes on pages 11-38 should be read in conjunction with these financial statements.
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Government of the Kingdom of Tonga

STATEMENT OF CHANGES IN FUND BALANCES
FOR THE YEAR ENDED 30 JUNE 2017

FINANCIAL YEAR 2015/2016

Revenue Fund Balance as at 1 July 2015

Net Excess of Income over Expenditure with Budget
Support for the year ended 2016

Adjustments for 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

FINANCIAL YEAR 2016/2017

Net Excess of Income over Expenditure with Budget
Support/ Development Fund (Grants and Loans) for the
year ended 2017

Adjustments to Prior Years processed in 2017

Revenue Fund Balance as at 30 June 2017

Effect of Accounting for Assets & Liabilities

TOTAL FUND BALANCE AS AT 30 JUNE 2017

Schedule 4
Development
Revenue Fund Fund
Balance Balance Total

Notes $ $ $
60,373,012 18,176,604 78,549,616
13,907,196 6,197,378 20,104,574
(732,254) - (732,254)
73,547,954 24,373,982 97,921,936
(65,334,853) - (65,334,853)
8,213,101 24,373,982 32,587,084
31,561,006 20,826,080 52,387,086
(281,389) - (281,389)
104,827,571 45,200,062 150,027,632
16 (74,614,075) - (74,614,075)
30,213,496 45,200,062 75,413,557

The accompanying notes on pages 11-38 should be read in conjunction with these financial statements.
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Government of the Kingdom of Tonga

STATEMENT OF ASSETS AND LIABILITIES

AS AT 30 JUNE 2017

CURRENT ASSETS
Cash at Bank and in Hand
Inventories

Receivable

Charges to Individuals

Total Current Assets

NON-CURRENT ASSETS

Receivables

Investments

Property, Plant & Equipment
Total Non-Current Assets

TOTAL ASSETS

CURRENT LIABILITIES
Trust Money Accounts
Public Debts

Total Current Liabilities

NON-CURRENT LIABILITIES

Public Debts
Transfer Value

Total Non-Current Liabilities

TOTAL LIABILITIES

NET ASSETS

FUNDS

Revenue Fund Balance

Development Fund Balance

Effect of Accounting for Assets & Liabilities

TOTAL FUND BALANCE

Notes

11
10

11

13

16

Schedule 5
2016-17 2015-16
$ $ $ $
109,411,624 69,021,774
1,909,647 1,069,701
83,039 87,580
111,404,310 70,179,055
50,639,107 52,123,201
159,450,439 171,304,353
217,804,225 199,816,092
427,893,771 423,243,646
539,298,081 493,422,702
12,190,755 11,123,750
20,287,402 15,582,000
32,478,157 26,705,750
430,380,368 428,993,838
1,026,000 5,136,032
431,406,368 434,129,869
463,884,525 460,835,620
75,413,556 32,587,083
104,827,571 73,547,954
45,200,062 24,373,982
(74,614.075) (65,334,853)
75,413,556 32,587,083

The accompanying notes on pages 11-38 should be read in conjunction with these financial statements.
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Government of the Kingdom of Tonga
NOTES TO THE FINANCIAL STATEMENTS

1. ACCOUNTING POLICIES

(i) Statement of Compliance

Except for the Statement of Assets and Liabilities; the Government of the Kingdom of Tonga have
prepared these statements using the guiding financial reporting principles/standards of the
International Public Sector Accounting Standards (IPSAS) and in accordance with the Tonga Public
Finance Management Act (PEFMA) 2002. Other information on revenue and expenses, assets and
liabilities, has been reported as encouraged by IPSAS-cash.

(ii) Basis of Preparation

The preparation of the financial statements was in accordance with the Public Finance Management
Act (PFMA) 2002, and any applicable regulations. It also aims to comply with feasible aspects of
International Public Sector Accounting Standard (IPSAS) Financial Reporting under the Cash Basis
of Accounting. This means that as a general accounting principle in financial reporting, transactions
are recognised when cash is received or paid other than the exceptions noted in the Accounting
Policies such as assets acquired from previous years.

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 of public enterprises 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 constructions 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 transactions should be separately identified in the Statements of Receipts and
Payments, however, Treasury during the reporting period, has not been formally advised by third
parties or recipients whether any payment has been made or has otherwise verified any payment. The
ambiguity in attaining accurate and thorough details of the movement of the cash between third
parties for the benefit of the Government and stakeholders incurs compelling limitations in the

Ministry of Finance and National Planning | March 2018
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Government of the Kingdom of Tonga

accounts’ disclosures. These payments will be incorporated into the government financial statements
of subsequent years upon formal advised or verified.

(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, call deposits and trust monies kept and disbursed
by Treasury. In its financial progress from previous years; the Government no longer commits to
bank overdrafts which use to be an essential component of the Government’s cash items. There is an
existing bank guarantee but is repayable on demand and is incorporated in the movement of actual
cash in the Statement of Receipts and Payments.

Restricted Cash is also a component of cash and cash equivalents and are disclosed for transparency
purposes of the financial reports. The total cash balance of restricted cash at balance date is
$10,449,240 and is a collective total of a national emergency fund, revenue collected in foreign
exchange levy and a Sinking fund bank account set up for emergency source of funds, future sports
development and infrastructure and investment returns from idle cash respectively.

(ix) Property, Plant & Equipment

Property, Plant and Equipment are disclosed at historical costs. As in previous year’s accounts,
depreciation charges had not been recognised because of the uncertainties of the historical value of a
significant portion of Government assets.

For the appropriate application of depreciation and revaluation on Government assets; there needs to
be infallible accuracy in identifying historical costs, even for assets near disposal conditions.
However, this uncertainty is the most compelling and ongoing limitation in the financial reporting of
the Government’s assets.

(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 stakeholders.

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.

Ministry of Finance and National Planning | March 2018
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Government of the Kingdom of Tonga

(xiii) Public Debt

Loans are credited to the Development Fund and Budget Support accounts 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 reported only when the contingency is probable and Treasury has authentic
approximations from a regulatory body to guide a rigorous estimate. Where the contingency for the
liability meets the aforementioned reporting standards; details are provided as a note to the financial
statements. Contingent assets are not disclosed.

(xv) Expenses

Expenses are recognised when payments are made.

(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 investments of the Government in public enterprises are detailed in note 6. This details
the cost of the investments and an estimate of the fair value of the enterprises in accordance with
accounting policy; loans receivable from public enterprises are stated at principle amount plus
accrued interest.

(xviii) Format of the Public Accounts

The Government financial statements 2016-17 is being prepared in a format which ensures
compliance with the requirements of the Public Finance Management Act 2002 and in its most
adjoining application of generally accepted accounting practice. The major impacts of this change
are again evident in the preparation of the Statement of Assets and Liabilities in particular,
Investments, Tangible Assets and Public Debts.

(xix) Comparative Figures

The comparative figures in all statements were constructed to provide information on 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 | March 2018
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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 under certain programs within their appropriation, transfers to the
contingency fund during the year. Ministries that requests 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 Statement of Appropriations details the movements on the contingency fund to reconcile original
appropriations to actual expenditure. The balance of approved contingency fund lapses at the end of

the financial year.

The reasons for respective application to the contingency fund are as follows:

Notes Descriptions Amount ($)
; To cater for Legisiative Assembly overseas travel (Office of the Speaker & Members of the Parliament) and
other operational expenses. 115,360
it To fund the purchase of a new vehicle and computer for the Tonga Office of the Auditor General,
160,000
iii To facilitate purchase of a new vehicle for the Office of the Ombudsman. 30.000
i To cater for His Majesty’s birthday, agricultural show preparation, purchase of a new water pump for
Y| Taliai Camp and other operational expenses. 326,200
5 To fund purchase of a new vehicle and assist with payments of other operational expenses for the Prime
Minister's Office. 140,000
Vi To cater for three (3) new vehicles for Ministry of Finance and National Planning.
80,000
vii To facilitate purchasing of three (3) new vehicles for the Ministry of Revenue & Customs.
216,000
Vit To cater for payment of a new vehicle for the Ministry of Public Enterprise.
70,000
o To assist with payments of operational expenses for Ministry of Commerce, Consumer, Trade, Innovation
and Labour. 60,000
To cater for purchasing of two (2) new vehicles for Ministry of Police, Prison and Fire Services and to
& construct a Mental Health Facility at Huatolitoli and other operational expenses. 460,000
L To cater for operational expenses of the Ministry of Health.
5,556,144
b To cater for purchase of new vehicle for Ministry of Education and Training, also to cater for School
XU | Subsidies and other operational expense. 5,122,597
To facilitate purchase of two (2} vehicles for the Niua's Government Representatives, one (1) vehicle for
xiti | Ma'a Fafine mo Famili, renovation of Alonga administration office and other operational expenses for
i ! 720,666
Ministry of Internal Affairs.
; To cater for expense in relation to preparation agricultural show and other operational expenses of
AV Ministry of Agriculture, Food and Forestry. 681,400
e To cater for two (2) new vehicles for Tourism and top up for road maintenance for the Ministry of
Infrastructure. 2,143,000
: To facilitate payments in relation to survey to support the assessments of the impacts of taxation policy
294 related to consumption behaviours and prices of tobacco, alcohol and food beverage. 63,336
To cater for Tonga National Dialogue on Green Growth, Blue Economy Energy, Transport Ministers
xvii | Conference and other operational expenses of Ministry of Meteorology, Energy, Information, Disaster
Management, Environment, Communications and Climate Change. 241,000
... | To assist with purchase of three (3) new Ministry of Fisheries vehicles for the agricultural show.
xviii
218,600
21
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Government of the Kingdom of Tonga

5. CASH

2016-17 2015-16
$ $
Trust Fund Cash Balance 8,279,007 7,211,526
Development Cash Balance 28,856,250 18,476,224
37,135,257 25,687,750
Operating Cash Balance 72,276,367 43,334,024
Operating Cash on Hand 2,340,430 686,211
Operating Cash at Bank 68,700,888 41,422,532
Short Term Deposits 1,235,049 1,225,281
Maturity
Tonga Development Bank Term No. Rate Date
3 month Term Deposit 7348 0.75% 16/07/2017 1,160,478 1,151,820
1 month Term Deposit 5227 1.50%  12/07/2017 74,571 73,462
R CASH BALANCE 109,411,624 69,021,774

The Total Operating Cash balance for Financial Year 2016/17 was $109,411,624 which includes the
above Cash Balance of $72,276,367 and Treasury Investment Balance of $10,590,268 as detailed in
Note 6.

The operating cash on hand includes cash for development projects which are balances of funds that
was transferred to the outer-islands for project implementation.

A surprise cash count on balance date found a cash shortage at the Sub Treasury in Vava'u. The
shortage was a total of $71,500.42. A special audit by the Auditor General and a criminal investigation
by the Ministry of Police was lodged promptly. Due to weaknesses in the internal control systems in
safeguarding the cash held on premises, the shortage occurred and was dealt with by the
aforementioned Government bodies.

The total shortage was credited from the Vava’u float balance on balance date and increased operating
expenditures.
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Government of the Kingdom of Tonga

6. INVESTMENT

Treasury Investments

Shares - minority holdings (at
cost)

Investment in other companies
Public Enterprises :

Shares (at cost)

TOTAL INVESTMENT

2016-17 2015-16
$ $
10,590,268 10,104,487
77,222 79,010
630,761 1,125,133
148,152,187 159,995,722
159,450,439 171,304,353
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Government of the Kingdom of Tonga

Details of Investment are as follows:

Tonga Development Bank
15 month Term Deposit
15 month Term Deposit
15 month Term Deposit
15 month Term Deposit
15 month Term Deposit
24 month Term Deposit
24 month Term Deposit
24 month Term Deposit

ANZ Bank
24 month Term Deposit

Total Treasury Deposit
Investments
Air Pacific Limited
Hawaiian Airlines

Shares - minority
holdings (at cost)
Ocean Royal Shipping Company
Limited
(USD575,040 at 6% interest)
Investmment in other
companies

Public Enterprises

Tonga Development Bank

Tonga Communications
Corporation

Tonga Forest Products Limited
Tonga Market Corporation Limited
Tonga Airports Limited

Waste Authority Limited

Tonga Power Limited

Tonga Post Limited

Tong Export Quality Management
Limited

Tonga Asset Managers &
Associates Limited

Tonga Cable Ltd

Friendly Islands Shipping Agency

Statutory Board
Ports Authority Tonga
Tonga Broadcasting Commission
Tonga Water Board
Total Investment in
Public Enterprises

TOTAL INVESTMENTS

Term
No.
7517
7949
7963
7957
8045
7828
7830
7759

Acceptance
Date

30/08/2015
20/02/2017
28/02/2017
23/02/2017
25/05/2017
28/09/2016
29/09/2016
6/08/2016

9/08/2015

No. Of
Shares

70,400

No. Of
Shares

1,400,000
14,243,639

1,600,000
36,543,226
900,000
1,031
1,807,915

100,000
1,761,707

29,556,887
400,000

Interest
Rate
2.50%
2.25%
2.25%
2.25%
2.25%
2.50%
2.50%
2.50%

2.50%

Price per
Share
1.10

Price per

Share
10.00
1.00
1.00
1.00
1.00

32,768
1.00
1.00
1.00

1.00
1.00

Maturity
Date
29/08/2017
19/05/2018
27/05/2017
22/05/2018
24/08/2018
28/09/2018
29/09/2018

6/08/2018

9/08/2017

Percentage
Holding

0.27%
nominal

Percentage
Holding
100%

100%
0%
100%
100%
100%
100%
100%

100%

100%
67%
100%

100%
100%
100%

Notes

Xix

XX

xxi

Xxiil

xxiv

2016-17 2015-16
$ $

548,369 548,369
552,532 535,744
581,986 564,303
590,787 572,836
570,050 554,509
1,578,882 1,532,764
160,769 156,073
5,367,004 5,000,000
9,950,378 9,464,598
639,890 639,850
639,890 639,890
10,590,268 10,104,487
2016-17 2015-16
$ $
77,222 76,525
- 2,485
77,222 79,010
630,761 1,125,133
630,761 1,125,133
2016-17 2015-16
$ $
14,000,000 14,000,000
14,243,639 14,243,639
- 4,693,000
1,600,000 1,600,000
36,543,226 36,543,226
900,000 900,000
33,783,595 33,783,595
1,807,915 1,807,915
100,000 100,000
1,761,707 1,761,707
29,556,887 36,907,422
400,000 400,000
10,949,097 10,949,097
441,081 241,081
2,065,040 2,065,040
148,152,187 159,995,722
159,450,439 171,304,353
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Government of the Kingdom of Tonga

The following notes are disclosures of the material changes to Government Public Enterprises:

Notes

Descriptions

Xix

The shares were administered under the Department of Civil Aviation in the previous years. A
letter dated 7 November 2013 from Hawaiian Airlines notified the Government that the shares have
been cancelled and turned over to the State of Delware as abandoned property. There is no
evidence that the Government applied for a claim to retrieve the shares back.

XX

An interest receipt was received on 2 February 2010 of USD94,166.48 however, the latest principal
repayment was on 17 February 2010 of USD424,960.00 reducing the initial principal of
USD1,000,000 to the remaining USD575,040.00.

XXi

Ministry of Public Enterprises awaits settlement of tax obligation of Tonga Forest Production Ltd
as the acquisition was made to an off-shore company and it is now no longer a Public Enterprise.

XXii

Tonga Export Quality Management awaits a cash settlement of all it's payables before being
deregistered as a Company. The settlement is expected to come from the Government via the
Ministry of Public Enterprises. At balance date, the settlement was not made and the Company is
still legally a Public Enterprise.

xxiii

On balance date, Digicel Tonga Ltd - a privately owned company, acquired 20% of Government
shares held in Tonga Cable Ltd (TCL) totalling $7,350,535. The Government now holds 66.8%
shares with Tonga Communication Corporation and Digicel Tonga Ltd owning 16.6% equivalent
shares.

XXiv

The Tonga Broadcasting Commission received a $200,000 cash injection from Government on 23
January 2017 increasing their capital shares.

7. TRUST MONEY ACCOUNTS

This is the total monies held by Government pending completion of a transaction or dispute.
Government holds in trust for purposes prior approved by the Minister. This includes unclaimed
money due to or belonging to any person; or collection by Government on behalf of a person or under
an agreement.

Details of Trust Money Accounts are as follows:

2016-17 2015-16
$ $

Balance as at 1 July 2016 11,123,750 10,759,911
Add:  Receipts 2,597,338 2,049,367
Less: Payments 1,530,333 1,685,528
Balance as at 30 June 2017 12,190,755 11,123,750
Represented by:

Distraints - Legal Settlements 122,583 79,572
Unclaimed Salaries, Wages & Expenses 208,402 197,816
National Emergency Fund 3,324,473 3,324,473
PSRF Trust Account 5,566,259 5,057,754
Niuatoputapu Tsunami Trust 200,947 530,935
Other Trust Accounts 2,768,090 1,933,200
TOTAL TRUST MONEY ACCOUNTS 12,190,755 11,123,750
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Government of the Kingdom of Tonga

8.  DEVELOPMENT FUND

2016-17 2015-16
$ $

Development Fund Balance at 1 July 2016 18,547,996 18,176,604
Add: Development Fund Receipts

Grants & Loans Received 45,850,493 30,947,042
Total Development Fund Receipts 45,850,493 30,947,042
Total Development Funds Available 64,398,489 49,123,646
Less: Development Fund Payments

Payments from Grants & Loans 35,641,470 30,575,649
Total Development Fund Payments 35,641,470 30,575,649
DEVELOPMENT FUND BALANCE AT 30 JUNE 28,757,019 18,547,996

2017

Monies held in the development fund accounts represent unspent grants and external concessional
loans and can only be used to meet expenditure within the terms and conditions of each particular
grant/loan. The balance as at 30 June 2017 is $28,757,019.

Details of Development Receipts by Donor and Development Funds Payments by Ministry are shown

below;
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157 19y



Government of the Kingdom of Tonga

Development Fund Receipts by Donor for the year ended 30 June 2017

More than Less than
Estimate Actual Estimate Estimate

Donor $ $ $ $
Australia Bilateral Assistance 12,051,700 6,608,865 5,442,835
Australian - Other 40,000 4,550 35,450
Germany - 236,770 236,770

Jdban Zother 500,000 13,179 486,821
Pooled Funds - Australia & NZ 3,240,000 3,361,803 121,803

New Zealand Bilateral 11,840,500 13,176,685 1,336,185

New Zealand Non-Government = 22,800 22,800

People's Republic of China - (6,600) 6,600
India Fund 390,000 - 390,000
Korean Fund 300,000 - 300,000
Asian Development Bank (ADB) 1,547,000 12,178,005 10,631,005

World Bank/International Development Agency (IDA) 850,000 1,471,544 621,544

UNESCO = 28,713 28,713

European Union 3,790,000 431,564 3,358,436
Pacific Islands Forum Secretariat (PIFS) 440,500 3,705,286 3,264,786

Secretariat of the Pacific Community (SPC) 1,656,500 218,744 1,437,756
South Pacific Regional Environmental Program (SPRE 117,600 9,798 107,802
United National Development Program (UNDP) 3,743,600 859,220 2,884,380
UN Family Planning Association (UNFPA) 500,000 101,570 398,430
UN International Children's Fund # 157,247 157,247

World Health Organisation (WHO) 60,000 933,373 873,373

United Nations Environment Program 98,800 190,021 91,221

Forum Fisheries Agencies (FFA) 343,100 250,644 92,456
International Union for Conservation (IUCN) 206,500 - 206,500
ASTAE Grant - 2,616 2,616

UN Women - 116,350 116,350

Gesellschaft fur Internationale Zusammenarbeit Gmb s 202,973 202,973

Tonga Health Promotion Foundation - 729,864 729,864

Green Climate Fund - 284,313 284,313

UN Economic & Social Commission for Asia & Pacific = 54,919 54,919

Local Level Contributions = 54,540 54,540

Other Donor - 60,340 60,340

Unidentified Donor 710,000 390,800 319,200
TOTAL 42,425,800 45,850,493 18,891,360 15,466,667
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Government of the Kingdom of Tonga

Development Fund Payments by Ministry for the year ended 30 June 17

More
than Less than
Estimate Actual Estimate Estimate

Ministry $ $ $ $
Palace Office 500,000 - 500,000
Legislative Assembly - -
Audit Office . :
Commissioner of Public Relations - -
Ministry of Foreign Affairs & Trade - 39,993 39,993
His Majesty's Armed Forces i -
Prime Minister's Office 60,000 - 60,000
Ministry of Finance & National Planning 5,345,000 445,560 4,899,440
Ministry of Revenue Services - -
Ministry of Public Enterprises 5,355,000 8,920,494 3,565,494
Ministry of Commerce, Tourism and Labour - 18,610 18,610
Ministry of Justice 670,000 654,733 LG
Attorney General's Office 150,000 175,074 25,074
Ministry of Police, Prisons & Fire Services 3,630,000 3,737,761 107,761
Ministry of Health 5,090,000 5,056,342 33,658
Ministry of Education & Training 7,050,000 2,463,027 4,586,973
Ministry of Internal Affairs 3,083,800 1,592,795 1,491,005
Ministry of Agriculture, Food, Forests & Fisheries 55,000 192,157 137,157
Ministry of Infrastructure 606,700 954,120 347,420
Ministry of Lands, Survey & Natural Resources 2,750,000 16,703 2,733,297
Public Service Commission 190,000 70,295 119,705
Bureau of Statistics - 4,440 4,440
Ministry of Meteorology, Energy, Information,
Disaster Management, Environment, 7,187,200 10,917,285
Communications and Climate Change
Ministry of Fisheries 703,100 382,080 321,020

42,425,800 35,641,470 7,976,034 14,760,364

In way of additional disclosure, list below consists of all Government projects prior approved under
the authority of the Minister for Finance and National Planning to be managed outside the
Government financial system i.e. disbursement received from Donors and project payments are not

recorded in the centralised financial system.

i. Tonga Cyclone Ian Reconstruction and Climate Resilience Project
a. Managed under Ministry of Infrastructure
b. Fund by World Bank under TF 17580, IDA H9620 and IDA 54770

¢. Closing Date: 30 June 2018

il. Pacific Aviation Investment Project — Tonga

a.Managed under Tonga Airport Limited

b. Fund by World Bank under TF A1644, IDA D1060, H7430 and IDA 57700

c¢.Closing Date: 31 December 2018

1ii. Pacific Regional Connectivity Program

. Portion that is managed under Tonga Cable Limited

a
b. Fund by World Bank under IDA H7310 and TF 99368

c. Closing Date: 23 July 2018

iv. Tonga Transport Sector Consolidation Project
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Government of the Kingdom of Tonga
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=

Vi.
a.
b.
L3

Managed under Ministry of Infrastructure

Fund by World Bank under IDA D0920, IDA 57300, TF 99585 and IDA H4160

Closing Date: 30 June 2018
Tonga-Fiji Submarine Cable Project

Portion that is managed under Tonga Cable Limited
Fund by Asian Development Bank under G0256 and L3509

Closing Date: 31 December 2018
Outer Island Renewable Energy Project
Managed under Tonga Power Limited

Fund by Asian Development Bank under G0444, G0445, G0347, G0348, G0528, and

509

c. Closing Date: 30 June 2020

vii. Tonga Rural Innovation Project
a. Managed under MORDI Tonga
b. Fund by International Fund for Agricultural Development under Grant No. I-DSF-8099-TO
c. Closing Date: 31 December 2017

List below consists of confirmed expired projects with funds subject to be returned back to
Development Partners when notice to return are received, unless otherwise agreed to with each

Development Partners.
Name of Project $
1. Capacity for Peace and Development 631
2. Tsunami Project Manager Officer 114,881
3. Tonga Energy Road Map 68
4. Revision of the NBSAP 3,938
5. Digitising Selected Meteorological 3,713
Records
6. Australian Sports Outreach Program 521
7. Demographic and Health Survey 18,952
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Government of the Kingdom of Tonga

9. BUDGET SUPPORT

Budget Support is fund received from another International Organisation to assist the Government’s
Budget. During the year, five (5) Development Partners granted Budget Support amounting to
$37,844,766 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. Variance
between the actual and the budget figures are because the budgeted figures were indicative during
budget preparation. Also conditions listed on the Joint Policy Reform Matrix (JPRM) must be met
before Budget Support is disbursed.

Budget Supports Received are as follows:

More
Estimates Actual (Less) Actual
than
2016-17 2016-17 Estimate 2015-16
$ $ $ $
Australia (DFAT) 7,500,000 6,625,808 (874,192) 6,416,426
New Zealand Fund 3,500,000 2,953,130 (546,870) -
World Bank (WB) Grant 2,000,000 3,610,792 1,610,792 2,467,035
‘WB Loan 2,000,000 7,522,484 5,522,484 2,467,035
gfl‘;‘g)i)e"el"pmem Bank 4,675,000 4,933,129 258,129 6,511,830
ADB Loan 4,675,000 6,154,936 1,479,936 6,506,827
European Union (EU) 6,000,000 6,044,487 44,487 8,718,773
TOTAL 30,350,000 37,844,766 7,494,766 33,087,926

Of the actual amounts received during the financial year, $733,430 of funds received from New
Zealand and support from the European Union were intended for financial year 2015-2016.

10. BUILDING LOAN

This amount represents the total charges by Government to Government employees who has outstanding
building loans. The amounts are repayable by the Government employees.

2016-17 2015-16

$ $

Balance as at 1 July 2016 87,580 87,580
Receipts (4,541)
Payments -

Balance as at 30 June 2017 $3,039 87,580

Ministry of Finance and National Planning | March 2018 : g
t%% ¥



uB1240( ul pAIDUSISIP 24D SUDO] BYy) YONS S} “(7 [ 210U UI PIDIAP 24D SUDO] Py L) “Seoutivd AOUOP [DUOUDUAIIU] WO SUIMOLIOG TUDWUUIIAOLD) OF PIYUL] 24D JDY]

810T YyoieN | Suruue[q [RUOIEBN PUB SOUBUL] JO ATSIUTIA]

£L'ESL'SPS TS $0'706'T61'ES
£6°901°6£9°0S JWDLIMI-uoN SO'T0T'ETITS JUDLIND-uON
08'9v9"606°1 juaLIny) 00°T0L690°1 JudLIN)
FSL'8PS'TS (£€0'07) 781'F99 L6I'SIY 206'T61'ES
0009 - - 0009
6TI'II 000'C = 6T1I°EL
SETEL & = 8€TEL
SIT'L - - 8IT'L
T0S'€T $L9 8t LLT'FT
LOO'ST $68°S 901 706°0€
$L80T PH0°'l SL 8I6°1Z
000°s€ . - 000°s€
050°9¢ g 2 050'9¢
00¥'LZ 009°L 5 000's€
9IT'LI y65°01 87T 018°LT
000°I+ 000°T = 000°€r
000°01 = - 00001
000°08 o - 000°08
00006 = . 000°06
000°0€1 - . 000°0€ L
[\raid - g 0ST'89%
000°ST = - 000°sT
000°+1 = # 000°r1
PLE'9D - = FLE9Y
068°L1 2 - 068°L1
0SLYT 5 - 0SL¥T
000°0% 3 - 000°0y
STTSHY'L £65°0¢ TP SISSLFL
08+'rLS'91 - 000°00 08 PLS9T
LYT'TI9L'9 - LYT'IOL'9
TLELPTOL & 000°001 TTELPTOL
8IHT9IL - o SI$TOT°L
6S9°LYTT - o GSY'LYI'T
19S°0TL°T (9790¢) 6£9°Lt1 891°c¢ PLS'LIST
116081 00T'6¥1 112l I1T'00€
006'sF9's - = 006'st9°E
SSI'TLS 81L°061 L0S1T EL8'TYL
TI0'1S9 951°001 ¥8L°1T 89T°ISL
9966LT 199°9t 6v¥'6 LT9'9TE

b $ $ by $

Li-unp-g¢ DuURPIJ m.EDExﬂQuM 1salau| gr-unp-of
adueyoxg
B SY e Sy

oF
SIE9 L
wia ],

00'1
00°1
00'1
00°1
00°1
00°1
00'L
00°L
00°1
00°L
00°L
001
00°1
00°L
00l
001
001
00°L
001
00'1
00°1
001
00°1
001
00°s
00°s
00°'s
00°s
00°¢
00T
00°¢
9¢9
00°¢
00'¢
00°€
%
152J91U]

000°9
6T1°81
8€TE1
81T'8
vOLC1
100°0€
6LT1T
000°¢€
000°¢€
000°s€
000°LT
000°st
000°01
000°0S
00006
000°0€1
0ST'89¢
000°ST
000°F1
yLEO9
068°L1
0SL'PE
000°0t
780°56¢£°1
08+ FLS 91
LYTI9L9
TTE'LYT 01
8P T9I°L
T€6'01T°T
PLB'96TE
116'88€C
006°$t9°¢
H0LY
150°709°T
L61°801°1

[edourg

‘SaouUa43ffip 2104 23UDYIX2 01 192{qNS 2.0 pup AoudLIND

pun,] juawdo(asa] wodxy sanaysig
pun] juawdojaaa] nodxy saudysiy
pun,j Judwdojaaa] uodxy SaLIAYST]
pun ] Juawdojaaac] wodxy sauaysty
puny Juswdojaaa(] nodxg SaLIAYSI]
pun,j yuswdoaaa pwodxyg sauayst ]
pun, yuswdojasag podxg saueysty
pun,] wuawdojaasq podxg sausyst,y
pun,| Juswdojaaa podxg souayst,]
pun,J juawdojaaa] podxg sauaysty
pun,{ Juswdojaaa HodX5 saLIYSI]
pun ] wawdopaaq wodxg sauIayst,]
puny juawadeury [emmousy
pun,] uawadeue|y (e noudy
puny JuswaJeuely (eI noudy
pun,] wawaeuey [emynoudy
pun,] JuawaSeuey [eIMnousy
pun,J juswadeuey [BIN)NoLSY
pun,] wawaFeuepy [BI)NoLSY

pun Juawafeuey [emynousy
pun,] juswaeuey [enynousy
pun,J uswaFeury [RIN)NOUSY
pun,] juswoaFeuey [eminousy
sagsnpuy [jews

UONINISU0IIY

UoNINISU0I2Y

uonONISU0IY

UonONISU0IAY

UONONISU0ISY

Suipua wowdopaaag

SuipuaT wawdofanaq

[endedy

SuipuaT juswdojaasg

Fuipua wowdojpaag

Fuipua wowdoanag

asoding

SATAVAIZOHTA

Sa5L4AUSIUTT JHGN OF SUDOT JUdSad24 SIUNOWD 2SIY |

EIYLL I[N TEA

(3A1O, MIA) BUDY A

103 BeIuE ],

(eunste 1sereln) $90 Ad

(oe2] ueE]) BUBOIA [ BUDSL Ad

(ase[ed axesty) WusyrSuoyeSueT A
(BOyaN 1198sY) QIEWy, A4

(ouednn), 15[3,) 1WO[RAY A

(neuy, ning) piT "0 BloIsUSg
(Preywoo[g ISIUY) PI 00 Ysid OYIoEd
(neur enig) a100eqIy A4

(oyng BuIsIaL) Py ‘0D Surstg oxyng
(1odoH 1sTWwag) uonoNNSUCY) YN

(nodn, asasop]) aseyq joNeIe |

€ 9SeYJ WNIUS|[IAl MON

(nejoyisoexy aye) Suiddiyg yrep

T 3Seyd Wnua|[IN MAN

e[eOJA ESuBNOL

(nyeyneN nesurn]) 1283 oIy YIS
(31211 2s2s0j]) 0818 plIoM TZ4
(eyewning w1aa ) e8uo, dreys Yoo
(erewrey [arue) Funjnsuo) yewwey
(1uInjag 10[0}]) UONEBISP3,] SIoULE,] Suno &
(VIAIV.L) SUOLBIN0SS Y JuaaSeuey s19ssy e3uo]
BUIYD INIXH - Speuuojo)) Buny,

BUIYD NIXA - (IS0 s19ssy AuD

BUIYD NIXH - P¥] SUOS 79 Yues O O
BUID) NTXH - PV Suog 7 neadsoume] .
BUIYD IXH - P¥T 0D palewed[eury 00koy
LT6 9QYV - panwry 1w ndeyeduog,
£0€1 gV - e3uo] Quoyiny suog

001 €AV - FUSL] 1B)G TG

LTE AVAI - yueq wawdojeaa(] efuo],
€181 VI - Jueq judwdojaaag eSuo]

+29 gAYV - yueq wawdoaAa eduol,

T1

UBUO |, JO WOPSUTY] 1) JO JUIWUIIA0L)



Government of the Kingdom of Tonga

12. PUBLIC DEBTS
2016-17 2016-17 2015-16
$ $ S
Loans owing at 1 July 2016
Foreign 390,904,837 382,824,134
Domestic 53,671,000 40,976,000
444,575,837 423,800,134
Add: New Borrowing
Foreign 19,404,875 17,552,380
Domestic 10,678,000 19,055,000
30,082,875 36,607,380
Total Loan Payable 474,658,712 460,407,514
Less: Repayments
Foreign 7,023,048 7,961,472
Domestic 8,000,000 ) 6,360,000
15,023,048 14,321,472
459,635,664 446,086,042
Revaluation of Debt in Foreign Currency 8,967,894 1,510,204
BALANCE OF PUBLIC DEBT 30 JUNE 2017 450,667,770 444,575,837
Balance Details
Loans Owing at 30 June 2016
Foreign 394,318,770 390,904,837
Domestic 56,349,000 53,671,000
450,667,770 444,575,837

The Government of the Kingdom of Tonga benefits from Budget Support (loan portion 50%) from
International Organisations. The total drawn Budget Support borrowing facilities during the period 1
July 2016 - 30 June 2017 amounted to $13,677,420. Details are as follows:

$
World Bank (IDA) 7,522,484
Asian Development Bank (ADB) 6,154,936
Total 13,677,420

Terms of Government Loan Agreements varies, some agreements provide for deferred repayments
only and some for deferred payments of both interest and principal. Outstanding obligations are
restated at the year end at the exchange rate ruling at the day.

Effective exchange rates in force are:

Euro (EUR) 2.5085 2.4555
Special Drawing Rights (SDR) 3.0479 3.0874
US Dollars (USD) 2.1905 22071
Yuan Renmimbi (CNY) 0.3228 0.3326

Ministry of Finance and National Planning | March 2018
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Government of the Kingdom of Tonga

13. TRANSFER PRESERVED ACCOUNTS

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 staff in the civil
service at 30 June 1999 who become members of the new retirement fund scheme. At 30 June 2017,
the Government saw a decrease in the Transfer Preserved Accounts of $719,449 (2016: $4,312,311)
plus accumulated interest at 6% per annum of $306,551 (2016: $823,720).

The total balance of amounts owing $1,026,000 (2016: $5,136,032) plus accrued interest will be
transferred as soon as possible.

TRANSFER PRESERVED ACCOUNTS WITH ACCRUED INTEREST

AS AT 30TH JUNE 2017

) Interest -

Transfer Total 6.0% Total

Preserve Account Accrued Accrued

Ministry (TV) Interest 2015/2016 Interest

30-Jun-17 1-Jul-16 30-Jun-17 30-Jun-17 No.
Agriculture &
Forestry 1,378.89 3,713.04 222.78 3,935.82 1
Police 5,421.11 14,597.82 875.87 15,473.69 |
Health 3,938.66 10,605.92 636.35 11,242.27 1
Education 63,207.33 170,202.98 10,212.18 180,415.16 58
HMAF 645,503.20 768,804.64 46,128.28 814,932.92 35
TOTAL $719,449.19 $967,924.40 $58,075.46 | $1,025,999.86 35
Summary:
Transfer Preserve 719,449.19
Interest on TV 306,550.67

$1,025,999.86

Ministry of Finance and National Planning | March 2018

10:?{1,%9 >



Government of the Kingdom of Tonga

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:

2015-16

2016-17
$
Guarantees and Indemnities
Domestic Loans Debt Guarantee 5,019,400
Legal Proceedings and Disputes -
TOTAL CONTINGENT
LIABILITIES 5,019,400

Error! Not a valid link.

15. PROPERTY, PLANT & EQUIPMENT

Property,
Land and
Buildings Other Asset Total
$ $ $
Cost
At 1 July 2016
68,638,991 131,177,101 199,816,092
Additions
- 17,988,133 17,988,133
Disposals / Transfers
arevdune=ols 68,638,991 149,165,234 217,804,225

Depreciation
At 1 July 2016

Charge for the year

Disposals / Transfers

Ministry of Finance and National Planning | March 2018
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Government of the Kingdom of Tonga

At 30 June 2017
Book value
At 30 June 2016
68,638,991 131,177,101 199,816,092
g gJune 2017 68,638,991 149,165,234 217,804,225

The balance of $217,804,225 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 assets, which mostly related to assets acquired through loan and other related funds.
The Ministry is still working with Ministries, Department and Agencies to determine the value of
Government physical assets and to be more complete and accurate, therefore fairly disclosing in
future financial statements.

16. EFFECT OF ACCOUNTING FOR ASSETS &
LIABILITIES

The amount of ($74,614,075) 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 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 2016-17 consists of exchange differences on Public Debts $4,274,894,
drawdown on Public Debts ($7,846,695), exchange differences on Receivables ($20,033) and the
adjustments on investments ($5,727,455).

Details of the effect of the modification made in previous financial years since 2012-13 are also
shown below:

Cumulative

Adjustment Amount
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)
Financial Year 2016-17 (9,279,222) (74,614,075)

17. EXCHANGE DIFFERENCES

Ministry of Finance and National Planning | March 2018
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Government of the Kingdom of Tonga

This amount represents the movement of our cash balances due to fluctuating foreign exchange rates
throughout the year giving rise to gain and losses during the financial year. These amounts are

accounted for on a quarterly basis.

2016-17
$
Gain in Foreign Currency 1,004,482
Loss in Foreign Currency 1,302,513
Total Exchange Differences as at 30 2,306,995

June

18. AUTHORISATION DATE

These Public financial statements for the Government of Tonga were authorised on 14" March, 2018
by Pohiva Tu’i’onetoa, Honourable Minister for Finance and National Planning.

Ministry of Finance and National Planning | March 2018
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