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Foreword

| am pleased to present Part Il of SPC's 2009 Annual Report, comprising the Financial
Statements and Audit Reports for the year ended 31 December 2009.

This is the 14th year in succession that clean audit reports have been received, marking
another satisfactory year of operations at SPC.

The report provides a comprehensive summary of SPC's financial activities in 2009, a year in
which the impact of the global economic crisis was felt throughout the region. At SPC, the
crisis hit hardest in the first half of the year, resulting in a shortfall in the funding anticipated
for some programmes. In response to the situation, we took several management measures
including postponement of the approved salary increase, some reordering of priorities, and
deferment of recruitment for several positions. These measures, and the quick recovery of
exchange rates, enabled SPC to avoid having to make significant cuts in services to members.

We gratefully acknowledge the generous support of our members and the development
partners who make SPC’s work possible.

LT

Dr Jimmie Rodgers
Director-General
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PRICEWATERHOUSE(QOPERS

B.P. 4049 - 98846 NOUMEA
Nouvelle-Calédonie
Téléphone : (687) 28.61.00
Facsimilé : (687) 28.61.99

CBIVLK/A10.0674

INDEPENDENT AUDIT REPORT TO THE GOVERNING BODY
OF THE SECRETARIAT OF THE PACIFIC COMMUNITY

We have audited the accompanying financial statements of the Secretariat of the Pacific
Community (“Secretariat””) which comprise the balance sheet as at 31 December 2009,
the statement of income and expenditure, and the statement of cash flows for the
financial year then ended an a summary of significant accounting policies and other
explanatory notes.

Secretariat’s Director-General Responsibility for the Financial Statements

The Secretariat’s Director-General is responsible for the preparation and true and fair
presentation of the financial statements in accordance with the Secretariat’s Internal
Financial Report Regulations 27 — 31. This responsibility includes implementing and
maintaining internal controls relevant to the preparation and fair presentation of the
financial statements that are free from material misstatements, whether due to fraud or
error, selecting and applying appropriate accounting policies, and making accounting
estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Qur responsibility is to express an opinion on the financial statements based on our
audit. We conducted our audit in accordance with International Standards on Auditing
and the Secretariat’s Internal Financial Regulations 27-31. These Auditing Standards
and Secretariat’s Internal Financial Regulations 27-31 require that we comply with
relevant ethical requirements relating to audit engagements and plan and perform the

Société de Commissaires aux comptes, Membre de la Compagnie Régionale de Nouméa,
RCS Nouméa B 329862 - Ridet 329862001

PricewaterhouseCoopers Audit Calédonie
S.E.L.A.R.L. au capital de 1.430.000. F
6, rue Jean Jaurés - Imm, le Grand Thédtre

e-mail : nccontacts@nc.pwe.com



Auditor’s Report

INDEPENDENT AUDIT REPORT
TO THE GOVERNING BODY OF THE
SECRETARIAT OF THE PACIFIC COMMUNITY

Page 2

audit to obtain reasonable assurance 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 judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In marking 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 estimates made by the directors, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Audit opinion

In our opinion,

(a) the financial statements of Secretariat of the Pacific Community are drawn up so as
to give a true and fair view of the Secretariat’s financial position as at 31 December
2009 and of its performance for the year ended on that date ; and complying with
Secretariat’s Internal Financial Regulations 27 -31 ; and

(b) proper accounting records have been kept.

Other Information

We do not provide any other service to the Secretariat.

Nouméa, August 30, 2010

Pricew ’/ rhouseCoopers Audit Calédonie

.

¢-Marie Klotz
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SPC financial statements

BALANCE SHEET AS AT 31 DECEMBER 2009

Cash at bank and on hand 1 15,319,802 11,179,959
Term deposits 1 7,125,868 5,278,971
Assessed contributions receivable 5 1,054,521 1,971,717
Extrabudgetary funds receivable 15 7,069,421 4,651,944
Other receivables 2 5,932,744 1,079,465
Inventories 375,184 366,485

36,877,540 24,528,541

Property, plant and equipment - cost 6 42,879,384 41,217,932
Less accumulated depreciation 6 13,141,890 12,374,122

29,737,494 28,843,810

Creditors, accruals and provisions 3 10,551,130 5,864,885
Assessed contributions in advance 5 25,090 24,568
Extrabudgetary funds unexpended 15 24,069,140 16,459,924
Loan 9 583,072 530,597

35,228,432 22,879,974

Deferred income 7 25371,610 25,800,678
Loan 9 3,783,018 2,512,741

General reserve 10 1,011,238 1,079,129
Specific funds m 752,326 595,966
Special funds 12 468,410 503,863

The accompanying Notes and Statement of Accounting Policies form an integral part of
these financial statements.

For the Secretariat of the Pacific Community

Dr Jimmie Rodgers John Yee Chief
DIRECTOR-GENERAL DEPUTY DIRECTOR CORPORATE SERVICES

LT
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STATEMENT OF INCOME AND EXPENDITURE - CORE FUNDS FOR THE YEAR ENDED 31 DECEMBER 2009

Assessed contributions 13 8,221,832 8,221,832 - 8,221,832
Other income & transfers 4 3,666,647 2,545,568 1,121,079 3,780,677

Administration:

Office of the Director-General 620,559 623,200 (2,641) 455,707
Corporate Services 3,670,037 3,439,300 230,737 4,369,626
TOTALADMINISTRATION 4290596 4062500 228096 4825333
Programmes:
Programme management 4,455,941 4,486,500 (30,559) 3,674,590
Social Resources 1,545,794 1,509,300 36,494 1,514,771
Marine Resources 468,139 420,300 47,839 774,264
Land Resources 273,954 288,800 (14,846) 601,271

Less - depreciation (1,515,677) (1,513,264)
Add - transfer from deferred income 1,515,677 1,513,264
Less - income transferred to deferred income (2,765,860) (2,333,867)
Add - expenditure transferred to capital expenditure 2,765,860 2,333,867
Add - balance b/f general reserve 1,079,129 716,849
Less - transfers to specific funds (131,257)

Less - funds approved to support programme activities (778,191) (250,000)



SPC financial statements

T —

STATEMENT OF CASH FLOWS FORTHE YEAR ENDED 31 DECEMBER 2009

INFLOWS:
Member government contributions 35,814,774 38,532,443
Non-member contributions 4,417,144 9,624,693
Rentals from housing 2,235,301 2,214,651
Canteen sales 699,394 738,513
Interest 175,938 481,204
Other 4,047,899 656,242
47,390,450 52,247,746
OUTFLOWS:
Salaries and related costs (25,301,074) (33,804,113)
Other operating expenses (10,366,628) (15,213,497)
Housing expenses (2,256,255) (2,139,512)
Canteen purchases (713,893) (757,082)
(38,637,850) (51,914,204)
NET CASH FLOWS PROVIDED BY OPERATING ACTIVITIES 8 8,752,600 333,542
INFLOWS:
Proceeds from sale of property, plant & equipment - -
OUTFLOWS:
Purchase of property, plant and equipment (2,765,860) (2,333,867)
NET CASH FLOWS PROVIDED BY INVESTING ACTIVITIES (2,765,860) (2,333,867)
Net increase in cash held 5,986,740 (2,000,325)
Cash at the beginning of the year 16,458,930 18,459,255
CASH AT THE END OF YEAR 1 22,445,670 16,458,930

SPC Annual Report 2009 Partll 7



Cash - local currency 5,323,802 7,885,822
Cash - foreign currency 9,996,000 3,294,137
15,319,802 11,179,959

Term deposits - local currency 4,327,354 1,043,773
Term deposits - foreign currency 2,798,514 4,235,198
7,125,868 5,278,971

Canteen 53,787 55,570
Staff 60,371 115,364
Deposits 55,330 63,935
Other 5,763,256 844,596

5,932,744 1,079,465

Trade creditors and accruals 1,904,972 1,382,925
Provision for employees contractual entitlements (core) 1,216,263 950,040
Provision for employees contractual entitlements (non-core) 2,758,089 1,927,620
Other 4,671,806 1,604,300

10,551,130 5,864,885

Bank interest 175,938 460,040
Programme management fees 2,022,113 1,522,068
Canteen rental 25,000 25,000
Transfer in - programme support 216,850 92,151
Miscellaneous 1,226,746 1,681,418

3,666,647 3,780,677
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Surplus/(deficit) general funds (67,891) 362,280
Surplus/(deficit) special funds (35/453) 56,570
Transfer to/(from) specific funds 156,360 (279,756)

Depreciation 1,515,677 1,513,264
Loss (gain) on disposal of property, plant & equipment 4,959 4,324
(Increase)/decrease in accounts receivable (4,853,279) 926,450
(Increase)/decrease in inventories (8,699) (6,466)
Increase/(decrease) in extra-budgetary funds unexpended 5,191,739 713,172
Increase/(decrease) in assessed contributions in advance 917,718 (2,633,181)
Increase/(decrease) in creditors & accruals 4,686,245 (1,132412)
Increase/(decrease) in deferred revenue (429,068) 1,241,377
Increase/(decrease) in loans 1,322,752 (485,894)
Exchange adjustment 351,540 53,814

Opening balance as at 1 January 2009 3,043,338 3,529,233
Add new loan - Motor Pool apartments 1,900,000 =
Less capital repayment of loans (577,248) (485,895)
Current 583,072 530,597
Non-current 3,783,018 2,512,741

Opening balance as at 1 January 2009 1,079,129 716,849
Surplus / (deficit) arising during the year 841,557 612,280
Transfer to specific funds (131,257) -
Transfer to programme support (778,191) (250,000)




Notes to the financial statements

T —

DESCRIPTION EXCHANGE INCOME/ APPLIED/
ADJUSTMENT = TRANSFERS = TRANSFERS
31.12.08 IN ouT 31.12.09

Emergency evacuation reserve 100,000 = = = 100,000
Plant & equipment replacement 302,622 - - - 302,622
fund
Minor works fund 47,692 - - - 47,692
Foreign exchange fluctuation 45,652 (2,666) 259,026 = 302,012
reserve
Conference reserve 100,000 - - (100,000) -

595,966 (2,666) 259,026 (100,000) 752,326
TRANSFERRED & (APPLIED) | | | 159,026
Transfer from core funds 259,026
Applied (100,000)
TOTAL | | | 159,026

DESCRIPTION INCOME/ APPLIED/
TRANSFERS ~ (TRANSFERS
31.12.08 IN OouT) 31.12.09
Housing 438,812 2,235,301 (2,256,255) 417,858
Canteen 65,051 699,394 (713,893) 50,552
503,863 2,934,695  (2,970,148) 468,410
TRANSFERRED & APPLIED | | . (35453)
Housing rental income 2,224,915
Housing other income 13,129
Canteen income 699,394
Applied - capital repayment of loan (577,248)
- interest repayment of loan (136,316)
- housing operating costs (1,545/434)
- canteen trading & (713,893)
operating costs
TOTAL . (35453)

SPC Annual Report 2009 Part Il
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American Samoa 31,737 31,737
Australia 2,737,985 2,737,985
Cook Islands 27,145 27,145
Federated States of Micronesia 31,737 31,737
Fiji Islands 101,442 101,442
France 1,620,920 1,620,920
French Polynesia 69,454 69,454
Guam 31,737 31,737
Kiribati 27,145 27,145
Marshall Islands 27,145 27,145
Nauru 22,131 22,131
New Caledonia 123,921 123,921
New Zealand 1,604,097 1,604,097
Niue 22,131 22,131
Northern Mariana Islands 31,737 31,737
Palau 27,145 27,145
Papua New Guinea 69,454 69,454
Pitcairn Islands 22,131 22,131
Samoa 27,145 27,145
Solomon Islands 27,145 27,145
Tokelau 22,131 22,131
Tonga 27,145 27,145
Tuvalu 22,131 22,131
United States of America 1,417,665 1,417,665
Vanuatu 27,145 27,145
Wallis and Futuna 22,131 22,131
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STATEMENT OF ACCOUNTING POLICIES

1. PRINCIPAL ACTIVITY

The principal activity of the Secretariat of the Pacific Community is to undertake research and
provide technical assistance and training in support of the economic and social development of
its 22 Pacific Island member countries and territories.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of the financial statements of the
Secretariat are set out below. These policies have been consistently applied to all the years
presented, unless otherwise stated.

2.1 Basis of preparation

The financial statements of the Secretariat of the Pacific Coonmunity have been prepared in
accordance with International Financial Reporting Standards (IFRS), and interpretations provided

by the International Financial Reporting Interpretations Committee (IFRIC) and adopted by the
International Accounting Standards Board (IASB), except where otherwise stated. Exceptions are
designed to ensure compliance with the Secretariat of the Pacific Community’s financial regulations.

The financial statements have been prepared under the historical cost convention, except as
disclosed in the accounting policies below.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of
applying the organisation’s accounting policies. Areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the financial statements,
are disclosed in Note 2.15.

All amounts shown in the financial statements are expressed in units of Pacific Francs (CFP) (1
unit = 100 Pacific Francs).

2.2 Fund accounting

The Secretariat utilises a fund accounting system, given that a considerable part of its annual
income comprises individual grants and donor funds for specified projects.

Individual funds are separately maintained throughout the accounting system, thus providing
the control necessary to ensure that each fund is used only for the purpose for which it is
received.

A separate fund is established to record the amount received, expenditure incurred and the net
balance of the funds available to be carried forward into the next financial period. Although
the general rule is the accrual basis of accounting, when funds are committed, accounting

for individual projects has to comply with donors' requirements. Some donors require that
expenditures are recognised only on a cash basis.



Statement of accounting policies

Although the various funds are available only for the specific purpose for which they have been
given, and they are accounted for separately, it is considered appropriate for reporting purposes
in these financial statements to aggregate income and expenditure under summary headings.

23 Foreign currency

Functional and presentation currency

Items included in the financial statements of the organisation are measured using the currency
of the primary economic environment in which the organisation operates (“the functional
currency”). The functional currency for operations in Fiji is the Fijian dollar; for operations in New
Caledonia it is the Pacific Franc. The financial statements are presented in Pacific Francs, which is
the Secretariat of the Pacific Community’s presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency of each branch using
the exchange rates prevailing at the date of the transactions. Foreign exchange gains and losses
resulting from the settlement of such transactions and from the translation at year end exchange
rates of monetary assets and liabilities denominated in foreign currencies are recognised in the
income statement.

Suva branch accounts are consolidated at balance date by converting income and expenditure
at the year's average bank buying rate and net assets at the bank buying rate as at balance date.

" Average rate used: FID 1 = CFP 44,55 (2008: FID 1 = CFP 50.49) |

" Balance date bank buying rate was FJD 1 = CFP 4362 (2008: FJD 1 = CFP 51.05) |

2.4 Revenue recognition

Assessed contributions

Contributions from member countries are recognised on an accrual basis and made from
reference to assessed computations approved at annual conferences. Contributions to be
allocated to the financing of capital expenditures are transferred to deferred income and brought
to the income statement over the useful life of the assets.

Extra-budgetary funds

Funds received from governments and aid agencies under extra-budgetary work programmes
are usually for specified purposes. These funds are separately identified in the accounting system
and expenditure recorded against each fund. Revenue is generally recognised at the time of
receipt of funds to comply with the fund reporting required by the donor.

Project management fees
Revenue received for the management of funds is based on an agreed percentage of the fund

disbursements. This is recognised as expenditure on the project is recognised.

Interest revenue
Interest revenue is recognised on a time proportion basis using the effective interest method.
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Sale of goods
Revenue from the sale of goods is recognised when the Secretariat has transferred to the buyer
the significant risks and rewards of ownership of the goods.

25 Income tax
The Secretariat is exempt from income tax.

2.6 Leases

All leases of property, plant and equipment under which the risks and benefits of ownership are
effectively retained by the lessor are classified as operating leases. Obligations incurred under
operating leases are charged to the income statement on a cash basis over the period of the
lease.

2.7 Research and development costs

Research and development costs are recognised as an expense in the period in which they are
incurred.

2.8 Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually
for impairment. Assets that are subject to amortisation are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable.
An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds
its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to
sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows (cash-generating units).

Non-financial assets, other than goodwill, that have suffered impairment are reviewed for
possible reversal of impairment at each reporting date.

2.9 Property, plant and equipment

Property, plant and equipment are stated at historical cost less depreciation. Historical cost includes
expenditure that is directly attributable to the acquisition of the items. Land is not depreciated.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow
to the group and the cost of the item can be measured reliably. All other repairs and maintenance are
charged to the income statement during the financial period in which they are incurred.

Depreciation on assets is calculated using the straight-line method to allocate their cost to their
residual values over their estimated useful lives. Depreciation of an item of property, plant and
equipment begins when it is available for use and ceases at the earlier of either the date that it is
classified as held for sale or the date it is derecognised upon disposal.

The following estimated useful lives are used in the calculation of depreciation:

Motor vehicles, equipment, furniture and fittings 5 years
- Computer equipment 3 years
-+ Buildings 66.6 years



Statement of accounting policies

The depreciation charge for the year is matched by a corresponding transfer from the deferred
income account. The assets'residual values and useful lives are reviewed, and adjusted if
appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount. Gains and losses on disposals
are determined by comparing proceeds with carrying amounts. These are included in the
income statement.

2.10 Inventory

Inventories are stated at the lower of cost and net realisable value. Cost is calculated on a first-

in, first-out (FIFO) basis. The cost of finished goods comprises the cost of goods purchased and
other direct costs, excluding borrowing costs. Net realisable value is the estimated selling price in
the ordinary course of business, less applicable variable selling expenses.

2.11 Financial instruments

Financial assets and liabilities are recognised on the organisation’s balance sheet when it
becomes a party to the contractual provisions of the instrument.

Financial assets

(i) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. They arise when the organisation provides money,
goods or services directly to a debtor with no intention of trading the receivable.

They are included in current assets, except for maturities greater than 12 months after the
balance sheet date, which are classified as non-current assets. Loans and receivables are included
in trade and other receivables in the balance sheet.

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest rate method, less provision for impairment. A provision for impairment
of trade receivables is established when there is objective evidence that the organisation will not
be able to collect all amounts due according to the original terms of receivables. The amount of
the impairment is the difference between the asset’s carrying amount and the present value of
estimated future cash flows, discounted at the effective interest rate. Significant financial difficulties
of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation, default
or delinquency in payments are considered indicators that the trade receivables are impaired. The
amount of the impairment is recognised in the income statement.

(i) Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. Cash and cash equivalents
comprise cash on hand, deposits held at call with banks and other short-term liquid investments
that are readily convertible to a known amount of cash and are subject to an insignificant risk

of change in value, net of bank overdrafts. In the balance sheet, bank overdrafts are included in
borrowings in current liabilities.
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Financial liabilities
Financial liabilities are initially measured at fair value, and are subsequently measured at amortised cost,
using the effective interest rate method.

Offset

Where a legally enforceable right of offset exists for recognised financial assets and financial liabilities,
and there is an intention to settle the liability and realise the asset simultaneously or to settle on a net
basis, all related financial effects are offset.

2.12  Provisions

Provisions are recognised when the organisation has a present legal or constructive obligation as a
result of past events, when it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation, and when a reliable estimate of the amount of the obligation
can be made.

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognised
even if the likelihood of an outflow with respect to any one item included in the same class of
obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a rate that reflects current market assessments of the time value of money and the
risks specific to the obligation. The increase in the provision due to passage of time is recognised as
interest expense.

2.13 Retirement benefits

The organisation operates a defined contribution plan, the assets of which are held in a separate
trustee-administered fund. The defined contribution plan is funded by payments from the organisation.
A defined contribution plan is a pension plan under which the group pays fixed contributions into a
separate entity. The organisation has no legal or constructive obligation to pay further contributions

if the fund does not hold sufficient assets to pay all employees the benefits relating to employee
service in the current and prior periods. Contributions to the defined contribution plan are charged

to the income statement in the year to which they relate. The organisation has no further payment
obligations once the contributions have been paid. The defined contribution plan is governed by

the Provident Fund Rules of the Secretariat of the Pacific Community. All permanent employees are
required to belong to the defined contribution plan.

2.14 Non-current liabilities - Housing loans

Borrowings

Borrowings relating to the loans on staff housing are initially recognised at fair value net of transaction
costs incurred. Borrowings are subsequently measured at amortised cost. Any difference between the
proceeds (net of transaction costs) and the redemption amount is recognised in the income statement
over the period of the borrowings using the effective interest rate method. Borrowings are classified as
current liabilities unless the organisation has an unconditional right to defer settlement of the liability
for at least 12 months after the reporting date.

Borrowing costs
Borrowing costs directly attributable to buildings are expensed in the period they are incurred.
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2.15 Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under
the circumstances.

The organisation makes estimates and assumptions concerning the future. The resulting
accounting estimates will, by definition, seldom equal the related actual results. Estimates and
assumptions that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are discussed below.

a) Provision for inventory obsolescence
Provision for inventory obsolescence is based on identified expired, damaged and
technologically obsolete stock held at the canteen.

b) Employee benefits

Liabilities for salaries and annual leave which are expected to be settled within 12 months of the
reporting date are recognised in other payables in respect of employees'services up to the reporting
date and are measured at the amounts expected to be paid when the liabilities are settled.

The liability for expatriate repatriation has been based on the estimated airfares, removal cost
and removal allowance. No discount rate has been applied.

The provision for expatriate home leave has been based on a 3 year cycle with an estimate of the
average family size and estimated airfares.

The bonus accrual has been based on the expected average reward.

¢) Assumptions used in assessing impairment

An impairment loss is recognised when the carrying amount of an asset or a cash-generating
unit exceeds its recoverable amount. The recoverable amount is the higher of its fair value less
costs to sell and its value in use and is calculated in the following fashion:

- an estimate of the future cash flows the entity expects to derive from the asset;

- expectations about possible variations in the amount or timing of those future cash flows;

- the time value of money, represented by the current market risk-free rate of interest;

- the price for bearing the uncertainty inherent in the asset; and

- other factors, such as illiquidity, that market participants would reflect in pricing the future
cash flows the entity expects to derive from the asset.

Impairment is considered when there are signs of physical damage, increase in market rates
(affecting the discount rate used) and technical obsolescence.
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2.16  Reserves

The following categories of Reserves are held in accordance with the reserve policy of the entity:

a) General Reserve represents the sum total of the accumulated results arising from core
activities not assigned to a specific fund reserve or to the investment reserve.

b) Specific Funds Reserve comprises funds earmarked for specific purposes and generally not
available for uses other than those specified.

c) Special Funds represent the accumulated results of self-funded activities, i.e. housing and
canteen activities. Revenues and costs incurred for these activities are not presented under
the statement of income and expenditure for core activities.

2.17 Statement of cash flows

The statement of cash flows forms part of the Financial Statements to provide information on the
movements in cash and cash equivalents of the organisation. The terms used in the statement of
cash flows are defined as follows:

» Operating activities include all transactions and other events that are not investing or
financing activities.

» Investing activities are those relating to the acquisition, holding and disposal of property,
plant and equipment and of investments. Investments can include securities not falling
within the definition of cash.

» Cash and cash equivalents comprise cash on hand, cash in banks and term deposits held
with banks.

3. FINANCIAL RISK MANAGEMENT

Financial risk factors

The organisation is exposed to a variety of financial risks: market risk (such as currency risk),
credit risk and liquidity risk. The organisation’s overall risk management programme focuses on
the unpredictability of financial markets and seeks to minimise potential adverse effects on the
organisation’s financial performance.

CRGA provides principles for overall risk management, as well as policies covering specific areas.

a) Market risk

Foreign exchange risk

The organisation is exposed to foreign exchange risk arising from currency exposure, primarily
with respect to the United States, Australian and New Zealand dollars. In particular, foreign
exchange risk arises from donations and transactions, and recognised assets and liabilities.

To manage the foreign exchange risk, the organisation has opened bank accounts in different
currencies to obtain the most favourable outcome and to settle foreign currency liabilities in the
currency received from donors.

In addition, a foreign exchange fluctuation reserve (within the Specific Funds Reserve) has been
set up to cover adverse fluctuation events that may occur in future years.
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b) Creditrisk
Management has a credit policy in place and exposure to credit risk is monitored on an ongoing basis.

Credit risk with respect to trade receivables is limited due to the sovereign debt status of the
Assessed Contributions owed by member countries. At balance sheet date, there were no
significant concentrations of credit risk.

¢) Liquidity risk
Prudent liquidity risk management implies maintaining sufficient cash and the availability of
funding through an adequate amount of cash and committed credit facilities.

d) Cash flow and fair value interest rate risk
As the organisation has minimal interest-bearing liabilities, the organisation’s expenditure and
operating cash flows are substantially independent of changes in market interest rates.

The group’s interest rate risk arises from interest-bearing assets (classified as cash and cash
equivalents). Variable rates expose the group to cash flow interest rate risk.

Cash investments are limited to financial institutions with high credit quality.

4. CONTINGENT LIABILITIES

The organisation had a contingent liability at 31 December 2009 in respect of the following:
Income tax — Fiji Islands national staff.

The income tax arrangement for Fiji Islands national staff will be dealt with as part of the host
country agreement negotiations currently in process between SPC and the Government of Fiji
Islands. The understanding obtained from the Government of Fiji Islands is that any application of
income tax by Fiji Islands will not be retrospective, but will be applied prospectively.

5. COMMITMENTS

Capital commitments
The Secretariat has no capital commitments as at 31 December 20009.

6. INSURANCE

The Secretariat has taken out insurance to cover its assets equivalent to the replacement value of
its fixed assets.

7. EVENTS OCCURRING AFTER BALANCE DATE

No other matter or circumstance, other than that referred to in the financial statements or notes
thereto, has arisen since the end of the financial year that has significantly affected, or may
significantly affect, the operations of the Secretariat, the results of those operations, or the state
of affairs of the Secretariat in future financial years.
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2009 INCOME BY SOURCE
% OF TOTAL EQUIVALENT IN
SPC MEMBERS NON-CORE TOTAL INCOME USD*
Australia 2,737,985 15,448,585 18,186,570 26.80% 21,741,267
(including ACIAR)
France 1,620,920 1,474,845 3,095,765 4.56% 3,700,855
New Zealand 1,604,097 8,168,174 9,772,271 14.40% 11,682,332
United States of 1,417,665 424,560 1,842,225 2.71% 2,202,301
America
ISLAND MEMBERS
American Samoa 31,737 - 31,737 0.05% 37,940
Cook Islands 27,145 - 27,145 0.04% 32451
Federated States 31,737 - 31,737 0.05% 37,940
of Micronesia
Fiji Islands 101,442 - 101,442 0.15% 121,270
French Polynesia 69,454 5,900 75,354 0.11% 90,082
Guam 31,737 - 31,737 0.05% 37,940
Kiribati 27,145 - 27,145 0.04% 32,451
Marshall Islands 27,145 - 27,145 0.04% 32,451
Nauru 22,131 25,060 47,191 0.07% 56,415
New Caledonia 123,921 162,733 286,654 0.42% 342,683
Niue 22,131 - 22,131 0.03% 26457
Northern Mariana 31,737 - 31,737 0.05% 37,940
Islands
Palau 27,145 - 27,145 0.04% 32451
Papua New 69,454 - 69,454 0.10% 83,029
Guinea
Pitcairn Islands 22,131 - 22,131 0.03% 26457
Samoa 27,145 - 27,145 0.04% 32451
Solomon Islands 27,145 - 27,145 0.04% 32451
Tokelau 22,131 - 22,131 0.03% 26,457
Tonga 27,145 - 27,145 0.04% 32451
Tuvalu 22,131 - 22,131 0.03% 26457
Vanuatu 27,145 - 27,145 0.04% 32,451
Wallis and Futuna 22,131 1,700 23,831 0.04% 28,489
TOTAL 8,221,832 25,711,557 33,933,389 40,565,916
MEMBERS
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% OF TOTAL EQUIVALENT IN

NON-CORE TOTAL INCOME USD*

SPC MEMBERS

NON-MEMBERS

ADB 2,034,143 2,034,143 3.00% 2,431,731
AFD 1,392,498 1,392,498 2.05% 1,664,672
AFO - - 0.00% -
China (PRC) - - 0.00% -
Commonwealth 108,847 108,847 0.16% 130,122
Fund

CTA 135,933 135,933 0.20% 162,502
EU 2,860,738 2,860,738 4.22% 3,419,890
FAO 488,388 488,388 0.72% 583,847
FFA 257,976 257,976 0.38% 308,399
GEF 623,997 623,997 0.92% 745,962
Global Fund 16,398,999 16,398,999 24.16% 19,604,302
IFAD 203,577 203,577 0.30% 243,368
IMO 124,426 124,426 0.18% 148,746
IPGRI 224,250 224,250 0.33% 268,081
Korea 135,197 135,197 0.20% 161,622
MacArthur 84,750 84,750 0.12% 101,315
Foundation

ODA - - 0.00% -
PIFS 389,335 389,335 0.57% 465,433
Taiwan (ROCQ) 50,400 50,400 0.07% 60,251
UNDP 6,377 6,377 0.01% 7,623
UNFPA 1,109,284 1,109,284 1.63% 1,326,102
UNICEF 54,545 54,545 0.08% 65,206
UNESCO 69,606 69,606 0.10% 83,211
UN Other 223,939 223,939 0.33% 267,710
University of 8,433 8433 0.01% 10,081
Hawaii

WCPFC 892,441 892,441 1.32% 1,066,875
WHO - - 0.00% -
Other partners 6,051,270 6,051,270 8.92% 7,234,035
NON-MEMBERS 0 33,929,349 33,929,349 40,561,087
Other income - - - -
TOTAL INCOME 8,221,832 59,640,906 67,862,738 81,127,003

*1USD = 83.65 XPF
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2009 EXPENDITURE BY ACTIVITY *

w&w::kmm Fiald work costs 4% i
\ I Publications 1%

Tramsport & ravel costs

1% TTe—
Capital costs

Activity CFP units Programme CFP units

Staff costs 25,003,171 Office of DG 620,559
Operating & communications 25,643,615 Corporate Services 4,805,354
Capital costs 2,299,243 Programme Management 7,127,396
Transport & travel costs 7,281,658 Social Resources (incl. Public Health) 33,644,440
Training & workshop costs 1,516,334 Marine Resources 13,154,974
Field work costs 2,763,272 Land Resources 5,544,538
Publications 389,968 Other -

64,897,261 64,897,261

2009 EXPENDITURE BY DIVISION *
0 Other 0% L] U Corparate Services 7%
Land Resources 9% Office of DG 1

" Programme Management
11%

© Marine Resources 20%

Social Resources and
Public Health 52%

*Core and Extra-Budgetary
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STATISTICAL INFORMATION

A GENDER
Female 121 125 136 167 175 197 200
Male 155 163 162 178 178 197 196
Total staff 276 288 298 345 353 394 396
% female 44% 43% 46% 48% 50% 50% 51%
9% male 56% 57% 54% 52% 50% 50% 49%
WITHIN INTERNATIONALLY RECRUITED CATEGORY
Female 44 44 44 55 60 78 71
Male 106 107 108 17 116 128 120
Total 150 151 152 172 176 206 191
% female 29% 29% 29% 32% 34% 38% 37%
9% male 71% 71% 71% 68% 66% 62% 63%
B NATIONALITY / CATEGORY OF STAFF
Pacific Islanders 70 72 73 77 80 93 89
Other 80 79 79 95 96 113 102
Total internationally 150 151 152 172 176 206 191
recruited
% Pacific Islanders 47% 48% 48% 45% 45% 45% 47%
% Other 53% 52% 52% 55% 55% 55% 53%
Total locally recruited 126 137 146 173 177 188 205
TOTAL 276 288 298 345 353 394 396
% Internationally recruited 54% 52% 51% 50% 50% 52% 48%
staff
% Locally recruited staff 46% 48% 49% 50% 50% 48% 52%
C DIVISION
Director-General's Office 2 2 2 2 2 2 4
Land Resources 64 77 79 89 90 95 71
Marine Resources 58 61 66 78 72 76 74
Social Resources - Health 33 31 29 52 54 63 72
Social Resources - Other 35 30 36 39 43 59 62
Programme Management 42 43 42 38 43 46 46
& Support
Corporate Services 42 44 44 47 49 53 67
276 288 298 345 353 394 396
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STATISTICAL INFORMATION (cont.)

Actual Actual Actual Actual Actual Actual Actual
A CATEGORY OF INCOME (CFP UNITS)

Core income:
Assessed contributions: 7,653,063 7,653,063 7,603,269 7,603,269 8,221,832 8,221,832 8,221,832
Bank interest 278,931 212,110 273,712 471,668 521,097 460,041 175,938
Project management fees 511,547 420,657 646,329 869,329 942,301 1,522,068 2,022,113
Miscellaneous / tranfers 712,921 510,957 678,503 438,002 420,988 1,798,568 1,468,596
total core income 9,156,462 8,796,787 9,201,813 9,382,268 | 10,106,218 | 12,002,509 | 11,888479
Non-core 18,429,559 | 24,408,232 | 21,287,927 | 29,491,729 | 31,565,075 | 46,098,743 | 62,834,627
Total income 27,586,021 | 33,205,019 | 30,489,740 | 38873997 | 41,671,293 | 58,101,252 | 74,723,106
% Core to total income 33% 26% 30% 24% 24% 21% 16%
% Assessed contributions 28% 23% 25% 20% 20% 14% 11%
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PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers Audit Calédonie
S.E.L.ARR.L. au capital de 1.430.000. F

6, rue Jean Jaures - Imm. le Grand Théatre
B.P. 4049 - 98846 NOUMEA
Mouvelle-Calédonie

Téléphone : (687) 28.61.00

Facsimilé : (687) 28.61.99

e-mail : nccontacts@nc.pwe.com

CBULK/AT0.0675

INDEPENDENT AUDIT REPORT TO THE GOVERNING BODY
OF THE SECRETARIAT OF THE PACIFIC COMMUNITY
PROVIDENT FUND

We have audited the accompanying financial statements of the Secretariat of the Pacific
Community Provident Fund (*Fund”) which comprise the balance sheet as at 31
December 2009, the statement of income and expenditure, the appropriation account
and the movements in member’s accounts for the financial year then ended an a
summary of significant accounting policies and other explanatory notes.

Secretariat’s Director-General Responsibility for the Financial Statements

The Secretariat’s Director-General is responsible for the preparation and true and fair
presentation of the financial statements in accordance with the Secretariat’s Internal
Financial Report Regulations applicable to the Provident Fund. This responsibility
includes implementing and maintaining internal controls relevant to the preparation and
fair presentation of the financial statements that are free from material misstatements,
whether due to fraud or error, selecting and applying appropriate accounting policies,
and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial statements based on our
audit. We conducted our audit in accordance with International Standards on Auditing
and the Secretariat’s Internal Financial Regulations applicable to the Provident Fund.
These Auditing Standards and Secretariat’s Internal Financial Regulations applicable to
the Provident Fund require that we comply with relevant ethical requirements relating to

Société de Commissaires aux comptes, Membre de la Compagnie Régionale de N
RCS Nouméa B 329862 - Ridet 329862.001




Provident Fund

INDEPENDENT AUDIT REPORT
TO THE GOVERNING BODY OF THE
SECRETARIAT OF THE PACIFIC COMMUNITY

Page 2

audit engagements and plan and perform the audit to obtain reasonable assurance
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 judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In marking 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 estimates made by the directors, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Audit opinion

In our opinion,

(a) the financial statements of Secretariat of the Pacific Community Provident Fund are
drawn up so as to give a true and fair view of the Fund’s financial position as at 31
December 2009 and of its performance for the year ended on that date ; and
complying with Secretariat’s Internal Financial Regulations applicable to the
Provident Fund ; and

(b) proper accounting records have been kept.

Other Information

We do not provide any other service to the Fund.
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SECRETARIAT OF THE PACIFIC COMMUNITY

PROVIDENT FUND
CFP units CFP units
2009 2008

Investments

Term deposits - Noumea 3,400,000 3,300,000
Term deposits - Suva 916,020 883,165
Loans to members - Noumea 70,981 64,597
Loans to members - Suva 32,986 44,286
Loans to SPC Noumea 370,708 399,238
Loans to SPC Suva 5,206 186,602

Noumea 174,378 148,312
Suva 133,342 66,751
Interest receivable & other

Noumea 4,303 9,780
Suva 6,726 7,125
Unearned interest - Noumea (1,327) (1,638)
Unearned interest - Suva (10,520) (3,175)
SPC Suva Retention (220) 3)
Members' capital accounts - Noumea 4,019,043 3,920,289
Members' capital accounts - Suva 1,083,540 1,184,751

Dr Jimmie Rodgers John Yee Chief

DIRECTOR-GENERAL

L

DEPUTY DIRECTOR CORPORATE SERVICES



SECRETARIAT OF THE PACIFIC COMMUNITY

PROVIDENT FUND

Provident Fund

STATEMENT OF INCOME AND EXPENDITURE FOR THE YEAR ENDED 31 DECEMBER 2009

CFP units
2009

CFP units
2008

Interest received - Noumea 78,019 154,760
Interest received - Suva 52,238 41,786
Bank charges - Noumea (76) (51)
Bank charges - Suva (184) (16)

(260) (67)

Noumea 77,943 154,709
Suva 52,054 41,770
129,997 196,479

Interest credited to members' accounts

6 months ended 30 June 2009 - Noumea (45,547) (74,502)
6 months ended 30 June 2009 - Suva (26,027) (20,885)
6 months ended 31 December 2009 - Noumea (32,396) (80,207)
6 months ended 31 December 2009 - Suva (26,027) (20,885)
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SECRETARIAT OF THE PACIFIC COMMUNITY

PROVIDENT FUND
MEMBERS' ACCOUNTS
MOVEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009 CFP units CFP units
2009 2008
OPENING BALANCE 1 JANUARY
Members' contributions and interest 2475814 2,118,487
SPC contributions 2,629,226 2,280,329
5,105,040 4,398,816
ADDITIONS
Members' contributions - Noumea 570,098 548,748
Members' contributions - Suva 333,517 285,131
SPC contributions - Noumea 577,661 550,060
SPC contributions - Suva 271,503 228,579
1,752,779 1,612,518
Interest credited members - Noumea 77,943 154,709
Interest credited members - Suva 46,913 41,770
124,856 196,479
Exchange adjustment - Suva (173,951) (26,580)
TOTAL MEMBERS' BALANCES BEFORE INVESTMENTS PAID OUT 6,808,724 6,181,233
DEDUCTIONS
Provident Fund investments retired during the year
Noumea (623,842) (830,895)
Suva (579,193) (245,298)
Noumea withdrawals during the year (503,106) -
TOTAL DEDUCTIONS (1,706,141) (1,076,193)
CLOSING BALANCE 31 DECEMBER 5,102,583 5,105,040
BALANCE OF MEMBERS' ACCOUNTS
Members' contributions and interest - Noumea 1,947,202 1,833,627
Members' contributions and interest - Suva 578,839 642,187
SPC contributions - Noumea 2,071,841 2,086,662
SPC contributions - Suva 527,802 542,564
Exchange adjustment - Suva (23,101) -
CLOSING BALANCE 31 DECEMBER 5,102,583 5,105,040
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SECRETARIAT OF THE PACIFIC COMMUNITY
STATEMENT OF ACCOUNTING POLICIES

A. General

The Provident Fund of the Secretariat of the Pacific Community (hereinafter called ‘the Fund’) was estab-
lished on January 1, 1953, for its officers and employees for the purpose of discharging the liability and/
or responsibility (if any) of the Secretariat to the members in respect of provision for superannuation.

In accordance with the Rules of the Provident Fund (hereinafter called ‘the Rules), the Fund is
vested in and administered by the Secretariat on the trusts declared therein.

Subject to these Rules, and to any direction by the Secretariat in accordance therewith, the
Director-General shall have and may exercise the powers and functions of the Secretariat under
the Rules, with the exception of Rule 26, which covers amendments.

Any member may appeal to the Joint Appeals Board against any decision of the Director-General,
as provided for in Chapter XIII of the Staff Rules.

B. Significant accounting policies and notes to the Provident Fund accounts

1. Accounting period
The accounting period used in the preparation of these accounts is the calendar year 1 January
2009 to 31 December 2009.

2. Currency used

The Provident Fund of all Noumea members, comprising both members'and employer’s
contributions, is invested in Noumea in CFP francs, while the Provident Fund of all Suva members
is invested in Suva in Fiji dollars.

3. Exchange rate policy

For the purpose of consolidating the Suva Provident Fund investment with the Noumea
Provident Fund investment at year end, the Suva Provident Fund interest and investment have
been converted to CFP francs at the bank buying rate as at 31 December 2009 of FJD 1.00 = CFP
43.62.

4. Loans to members

Loans to members consist of short-term loans borrowed against their holdings in the Provident
Fund. In accordance with the Secretariat’s policy, a member can borrow an amount up to 90%
of the member’s holdings in the Fund, provided that arrangements are made to repay the loan
over a period of no longer than 12 months. The interest rate charged for such borrowings is a
compound rate of 5.24 (which is 2% higher than the weighted average rate of interest earned on
Provident Fund investments) as at 31 December 2009.

5. Loan to SPC for housing

The loan to SPC for staff housing is accounted for under the benchmark treatment of 1AS 23,
whereby the cost of the asset is capitalised, and the borrowing costs are expensed in the period
these are incurred. Therefore, it does not take into account interest payable for future years.
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CONTACT DETAILS
Secretariat of the Pacific Community

SPC Headquarters
BP D5,

98848 Noumea Cedex,
New Caledonia
Telephone: +687 26 20 00
Fax: +687 26 38 18

SPC Suva Regional Office SPC Pohnpei Regional Office
Private Mail Bag, PO Box Q,
Suva, Kolonia, Pohnpei, 96941 FM,
Fiji Islands, Federated States of
Telephone: +679 337 0733 Micronesia
Fax: +679 377 0021 Telephone: +691 3207 523

Fax: +691 3202 725

SPC Solomon Islands
Country Office
PO Box 1468
Honiara, Solomon Islands
Telephone: + 677 25543
+677 25574
Fax: +677 25547

Email: spc@spc.int
Website: www.spc.int



