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Schedule 8

Payments on Behalf of the Crown (POBOCs)

Supplementar

Budget

Administering Ministry POBOC y Estimates Estimates Estimates Variance
2010-11 2010-11 2011-12

Island Council Elections 78,100 78,100 0 -78,100

Internal Affairs CISNOC Grant 160,000 160,000 160,000 0
Manea Games 45,000 45,000 0 -45,000

NGO and Welfare Organisations 221,000 221,000 221,000 0

Vaka Eiva 12,000 12,000 0 -12,000

Vaka Maintenance 450,000 450,000 450,000 0

Price Tribunal 0 0 30,000 30,000

Parliamentary Services PPAPD - FDOC Secretariat 35,000 35,000 35,000 0
Police Robinson Review Implementation - Long Service 20,000 20,000 0 -20,000
Prime Minister's Office Social Responsibility Fund 195,000 195,000 195,000 0
Public Service Commission HOM's Appointments 0 0 30,000 30,000
Tourism Corporation Marketing Resources - Tourism Growth Strategy 2,000,000 2,000,000 2,000,000 0
Events Management - Kiwi League 0 0 40,000 40,000

6,967,239 7,387,239 13,004,800 5,617,561

Grand Total 29,654,254 30,274,254 35,092,961 4,818,707
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Schedule 9

Debt Servicing Schedule

Total Loans On-Lent Loans
Principal Interest Gross Principal Interest Gross Net

Creditors

France 589 32 622 0 0 622

New Zealand 792 44 836 0 0 0 836

Asian Development Bank 1,440 660 2,100 0 152 152 1,948

Bank Of Cook Islands 0 0 0 287 38 325 (325)

China 0 287 287 0 0 0 287
Total Debt Servicing 2,821 1,023 3,845 287 190 477 3,368

Notes

1. All estimates are based on 12 month average exchange rate to 31 May 2011 (0.7465).
2. Subsidiary loans are funds from Asian Development Bank and have been onlent to Cook Islands Ports Authority.
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Schedule 10
Aid Contributions by Ministry

Administering Ministry/ Agency Aid Donor Initiatives Supplementary Budget Estimate Variance
Estimate 2010-11 2011-12
Agriculture China Tractor with Implements 1,000,000 0 - 1,000,000
FAO Cyclone Pat Assistance 114,286 0 - 114,286
FAO Projects in Crop & Livestock Development 20,000 0 - 20,000
SPC Projects in Pest Management & Sustainable Agriculture 20,000 0 - 20,000
SPC Thrips Defense 5,000 0 - 5,000
FAO Food Security (3,071,000 over 3 years) 0 1,126,100 1,126,100
FAO Telefood Projects 0 37,077 37,077
FAO Technical Cooperation Fund 0 69,593 69,593
Aid Management European Union Pukapuka Project (Top up) 0 939,300 939,300
Aid Management New Zealand/Australia Harmonisation Total Programme Support 23,198,999 18,000,000 - 5,198,999
Programme
BTIB UNDP Community Centred Sustainable Development Planning 42,998 0 - 42,998
Cultural Development UNESCO Participation Programme 78,000 0 - 78,000
Environment Australia Pacific Adaptation Strategy Assistance Programme (PASAP) 687,500 0 - 687,500
Italy Preparation of the National Adaptation Prioritisation for Climate 107,143 87,000 - 20,143
Change
SPREP PIGGAREP & PACC 291,429 0 - 291,429
UNDP Capacity Building for Sustainable Land Management in the Cook 142,857 286,000 143,143
Islands
UNDP Enabling Activity for Preparation for National Implementation Plan 285,714 0 - 285,714
for POPs - GEF
UNEP Intergrated Biodiversity Conservation Management on Islands 171,429 0 - 171,429
SPREP Various projects and Technical Assistance 0 119,367 119,367
GEF Pacific Alliance for Sustainability Prevention, control and management of invasive species 0 176,889 176,889
GEF Pacific Alliance for Sustainability Island Biodiversity Programme 0 121,071 121,071
UNDP Institutional Strengthening for Ozone Depletion 0 46,428 46,428
Foreign Affairs & Immigration European Union Pukapuka Project (Flex Funds) 150,000 0 - 150,000
MFEM India Indian Grant Fund 518,857 112,610 - 406,247
Pacific Islands Forum Secretariat Japan Funded Pacific Environment Community (PEC) Fund - Solar & 2,857,143 2,252,200 - 604,943
Water
OECD/DAC OECD / DAC - Paris Declaration Evaluation 117,000 0 - 117,000
European Union Technical Cooperation Fund 0 313,100 313,100
European Union Millennium Development Goal Fund 0 469,650 469,650
European Union European Development Fund 10 (EDF10) 0 1,001,920 1,001,920
Health SPC National HIV and STl Programme Round 7, Phase Il 121,102 114,321 - 6,781
SPC Non Communicable Diseases and Other Health Programmes 191,693 0 - 191,693
SPC Tuberculosis Programmes 123,858 0 - 123,858
UNFPA Strengthening Reproductive Health 161,711 171,139 9,428
WHO Human Resources for Health, Technical Assistance, & Special 468,249 314,719 - 153,530
Projects
SPC Multi Country Fight against TB Round 7, Phase Il 0 88,650 88,650
SPC Prevention and Control of non-communicable diseases 0 208,885 208,885
UNAIDS General Support 0 5,631 5,631
Infrastructure & Planning ADB Proposed PPTA in Infrastructure 0 563,050 563,050
ADB Technical Assistance for Infrastructure 714,000 0 - 714,000
SOPAC Ruaau / Nikao Water Feasibility 128,000 0 - 128,000
Internal Affairs ADB Review of Social Welfare 662,057 0 - 662,057
ADB Japan Fund For Poverty Reduction Social Protection of the Vulnerable in the Pacific (Regional Project) 0 560,769 560,769
(JFPR)
Marine Resources Australia Assess Economic Stimulas for Manihiki Pearl Industry 66,000 0 - 66,000
Australia Deep Bottom (Snapper) Fishery Assessment for Penrhyn 89,000 0 - 89,000
Australia Establishment of FAD associations 60,000 0 - 60,000
Australia Fisheries Monitoring, Surveillance & Compliance 126,000 0 - 126,000
Australia Harmful Algal Bloom Monitoring for Rarotonga 60,000 0 - 60,000
Australia High Seas Fisheries Database 30,000 0 - 30,000
Australia Macrobrachium prawn aquaculture trials 51,000 0 - 51,000
Australia Selective Breeding of Pearl Oysters 88,000 0 - 88,000
Australia Skills Training for Aitutaki Commerical Tuna Longlining 38,000 0 - 38,000
Australia Strengthening the Cl National Observer Program 44,500 0 - 44,500
Australia Toursim Sport Fishing - Aitutaki Bonefishing 32,000 0 - 32,000
FAO Fisheries resource profiles, harvest quotas & trade controls 0 96,845 96,845
FAO Legislative enforcement of traditional marine reserves 0 37,161 37,161
FAO Post harvest program in support of EU market access 0 170,041 170,041
FAO Enhanced supply to Rarotonga of small scale fisheries/reef gleaning 0 132,880 132,880
FAO Aquaculture as alternative source of food security/livelihoods 0 78,827 78,827
FAO Support of Fish Aggregate Devices (FAD) programme 0 87,836 87,836
Prime Ministers Office UNDP Community Centred Sustainable Development Planning 25,000 0 - 25,000
25,000 0 - 25,000
Police Australia Defence Aus Defense - Patrol Boat Support 612,640 120,000 - 492,640
NZ Defence NZ Defence - TA Patrol Boat 120,000 120000 -
Public Service Commission ADB Public Sector Functional Review 714,000 450,440 - 263,560
Other China Grant Funding 0 14,000,000 14,000,000
SOPAC General Project Support 0 379,791 379,791
UNDP Adaptation Fund 0 1,126,100 1,126,100
TOTAL AID 34,560,164 43,985,390 9,425,226




FINANCIAL UPDATE

as at 30 June 2011

The forecast financial estimates of the Crown as set out in the following pages.

Statement of Financial Performance
Statement of Financial Position
Statement of Cash Flows

Statement of Borrowings

Revenue Levied on Behalf of the Crown

Statement of Fiscal Risks

63



Schedule 11

STATEMENT OF FINANCIAL PERFORMANCE

For the years ending 30 June

2009-10 2010-11 2010-11 2011-12 2012-13 2013-14
Estimate Supp Bud Estimates Budget Projection Projection
$m $m $m $m $m $m
REVENUE
Revenue Levied Through the Crown's Sovereign Power 83.8 84.2 84.7 90.0 92.2 95.3
Other Crown Revenue 6.3 7.6 7.3 5.4 5.4 5.2
Sales of Goods & Services (Ministry Trading Revenue) 5.4 5.2 5.2 5.2 5.2 5.2
Interest and Dividends 4.6 6.3 5.9 5.5 4.7 4.7
Total Revenue From Crown Funded Activities 100.1 103.2 103.0 106.1 107.6 110.4
EXPENDITURE
Crown Funded Activities 102.7 102.2 102.8 106.1 107.0 107.8
Total Expenditure From Crown Funded Activities 102.7 102.2 102.8 106.1 107.0 107.8
Net Operating Surplus/(Deficit) (2.7) 1.0 0.1 0.0 0.6 2.6

64



Schedule 12

STATEMENT OF FINANCIAL POSITION

As at 30 June
2009-10 2010-11 2010-11 2011-12 2012-13 2013-14
Estimate Supp Budget Estimates Budget Projection Projection
$m $m $m $m $m $m
Assets
Cash & short term deposits 21.8 23.1 22.2 17.7 17.4 19.2
Loan Reserves 22.0 20.5 20.5 19.1 17.6 16.2
Trust accounts 8.9 9.3 9.3 9.8 10.2 10.7
Inventory 1.1 1.1 1.1 1.1 1.5 1.5
Debtors & receivables 4.4 4.4 4.4 4.4 4.4 4.4
Tax Receivables 13.8 13.8 13.8 13.8 14.9 16.1
Advances to public enterprises & other authorities 20.5 20.2 20.2 26.2 25.9 25.7
Investment in public enterprises & other authorities 146.7 146.7 146.7 146.7 146.7 146.7
Fixed assets 93.4 95.4 95.4 111.8 114.6 117.2
Total Assets 332.7 334.6 333.8 350.7 353.4 357.8
Liabilities

Creditors and Payables 7.0 7.0 7.0 7.0 7.0 7.0
Trustee Liabilities 7.7 7.7 7.7 7.7 7.7 7.7
Borrowings 98.5 96.0 94.7 107.6 104.1 100.5

Banking customer deposits - - - - - -
Total Liabilities 113.1 110.6 109.3 122.3 118.8 115.2
Crown Balance 219.6 224.0 224.5 228.5 234.6 242.6
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Schedule 13

STATEMENT OF CASH FLOWS

For the years ending 30 June

2009-10 2010-11 2011-12 2012-13 2013-14
Estimate Supp Budget Estimates Budget Projection Projection
$m S$m Sm $m $m
Operating Activity Cash Flows
Cash provided from:
Taxation & levies 83.8 84.2 84.7 90.0 92.2 95.3
Collection of prior year tax arrears (0.6) - - - (1.1) (1.2)
Other 16.1 19.0 18.3 17.3 14.8 14.5
Ministry Trading Revenue 5.4 5.2 5.2 5.2 5.2 5.2
Interest on Funds/Dividends 4.6 6.3 5.9 5.8 4.7 4.7
Other Revenue 6.1 7.6 7.3 6.3 4.8 4.6
99.2 103.2 103.0 107.3 105.9 108.6
Cash applied to:
Ministry operating costs to produce outputs 60.8 60.9 61.0 60.5 60.6 60.6
Ministry Gross Expenditure 63.7 64.1 64.2 63.8 63.9 64.0
Less Depreciation (2.9) (3.2) (3.2) (3.3) (3.3) (3.4)
Other Crown expenses 36.7 35.2 35.8 39.8 40.9 41.0
97.5 96.1 96.8 100.2 101.4 101.6
Net Operating Activity Cash Flows 1.7 7.2 6.2 7.1 4.5 7.0
Investing Activity Cash Flows
Cash provided from investing activities 0.1 0.3 0.3 0.3 0.3 0.3
Subsidiary Loan Repayments 0.1 0.3 0.3 0.3 0.3 0.3
Cash applied to investing activities 22.4 4.7 4.7 34 4.8 4.8
Net Investing Activity Cash Flows (22.3) (4.4) (4.4) (3.1) (4.5) (4.5)
Financing Activity Cash Flows
Cash provided from financing activities 20.5 1.5 1.5 - - -
Cash applied to financing activities 4.3 2.9 2.9 3.3 4.1 4.3
Loan repayments 3.2 2.5 2.5 2.8 3.7 3.8
Loan Reserves 11 - - -
Reserve Trust Fund - 0.4 0.4 0.5 0.5 0.5
Net Financing Activity Cash Flows 16.2 (1.4) (1.4) (3.3) (4.1) (4.3)
Net cash movements (4.3) 1.4 0.4 0.7 (4.2) (1.8)
Add opening cash & deposits 24.6 20.2 20.2 20.6 213 17.1
Closing Cash & Deposits 20.2 21.6 20.6 213 17.1 15.3
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Schedule 14

STATEMENT OF BORROWINGS

As at 30 June
2009-10 2010-11 2010-11 2011-12 2012-13 2013-14
Estimate Supp Budget Estimates Budget Projection Projection
$m $m $m $m $m S$m
Debt 98.5 96.0 94.7 107.6 104.1 100.5
Total Borrowings 98.5 96.0 94.7 107.6 104.1 100.5
Assets held against Debt
Advances to public enterprises 20.5 20.2 20.2 26.2 25.9 25.7
Loan reserves 22.0 20.5 20.5 19.1 17.6 16.2
Net Borrowings 56.0 55.3 54.0 62.3 60.6 58.6
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Schedule 15
REVENUE LEVIED ON BEHALF OF THE CROWN

For the years ending 30 June

2009-10 2010-11 2010-11 2011-12 2012-13 2013-14
Estimate Supp Budget Estimates Budget Projection  Projection
Sm Sm Sm Sm

Tax Type
Income Tax 22.3 22.5 24.5 25.9 26.6 27.5
Company Tax 10.4 9.7 9.2 9.2 9.5 9.8
Import Levies 10.9 10.9 10.8 114 11.7 12.1
Value Added Tax 34.4 35.0 34.4 36.4 37.3 38.6
Departure Tax 5.7 6.1 5.8 6.1 6.2 6.3
Witholding Tax - - - 1.0 1.0 1.0
Total Taxation Revenue 83.8 84.2 84.7 90.0 92.2 95.3
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Schedule 16

STATEMENT OF FISCAL RISKS

Guarantees and Indemnities 3,300,000
Uncalled Capital 4,500,000
Legal Proceedings & Disputes 15,213,184
TOTAL QUANTIFIABLE CONTINGENT LIABILITIES 23,013,184

Guarantees and Indemnities relate to the following:

The Government of the Cook Islands has accepted the commercial risk such that any losess
incurred by Air New Zealand in respect to the service provided on the direct flights from Sydney
to Rarotonga and Los Angeles to Rarotonga return during the term of the existing agreements
shall be met by the Government of the Cook Islands. The best information available at the
present time is that any loss will be $11.0million. This has been appropriated in the budget at
$10.0million with the balance of $1.0million recognised above as a contingent liability.

The settlement with Apex Agencies Limited (operating as TOA Petroleum, TOA) dated 11
December 2009 provided a guaranteed minimum EBITA (Earnings Before Interest, Tax,
Depreciation and Amortisation) of $1,200,000 per annum for a period of 8 years. Thus if TOA
makes a profit of less than $1.2million in a given year (or even a loss) the Crown will make a top
up payment to $1.2million. That is the Crown's potential liability could exceed $1.2million in a
given year. An estimate of the potential liability has been estimated at $1,560,000 and is
appropriated and therefore not recognised as a contingent liability.

Government has entered into a program under the New Zealand Aid Programme focused on
Pearl Sector Support run through the Cook Islands Pearl Authority. Through the program the
Government has agreed to guarantee upto $0.5million as security for loans associated with the
Pearl Production Credit Scheme. The full guarantee has been included as a contingent liability.

The Cook Islands Government (CIG) awarded a works contract of NZ$2.9m on 15 March 2011 to
construct the Pukapuka cyclone shelter. The $2.9m contract is funded by the EU ($1.8m,
60.25%) and CIG ($1.1m, 39.75%). The EU do not pre-finance projects and only disburse their
funding portion once the project is complete. As part of the contract award, CIG has agreed to
provide up to $1.8m Limited Government Guarantee to enable the contractor to pre-finance the
project and be used as security to mobilse equipment and personnel. The guarantee is only on
the EU financing portion and is included as a contingent liability.

Uncalled capital relates to shares in the Asian Development Bank and in the Bank of the Cook
Islands

Legal Proceedings and Disputes relates to the Shipping Case and other smaller cases against the
Crown
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STATEMENT OF ACCOUNTING POLICIES

BASIS OF PREPARATION

Reporting Entity

These financial statements are for the Government of the Cook Islands .These consist of:
e Ministers of the Crown

e Ministries

e Island Administrations

e Offices of Parliament

e Public Enterprises and Other Authorities

A schedule of the entities included in these financial statements is detailed on page 23.

Statement of Compliance

These financial statements have been prepared in accordance with the Ministry of Finance and
Economic Management Act 1995-96 and with the International Public Sector Accounting Standards
issued by the International Public Sector Accounting Standards Board (IPSASB).

Measurement Base

The financial statements have been prepared on the going concern assumption and the accounting
policies have been applied consistently throughout the period except where stated elsewhere in this
Statement of Accounting Policies.

These financial statements have been prepared using the historical cost method to report results,
cash flows and the financial position of the Crown. The financial statements have been prepared
under the accrual basis of accounting and are presented in New Zealand dollars rounded to the
nearest thousand dollars.

Reporting Period
The reporting period is the year ended 30 June 2008.

SIGNIFICANT ACCOUNTING POLICIES

The following accounting policies, which significantly affect the measurement of financial
performance, financial position and cash flows, have been applied:

Recent Standards

Of significant relevance to the Crown is the recent development of new standards at the IPSASB.
These include:

STANDARDS EFFECTIVE DATE
A. IPSAS 25 Employee Benefits 1/01/2011
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B. IPSAS 26 Impairment of Cash Generating Assets 1/04/2009

C. IPSAS 27 Agriculture 1/04/2011
D. IPSAS 28 Financial Instruments: Recognition and Measurement 1/01/2013
1/01/2011

IPSAS 29 Financial Instruments: Presentation
. IPSAS 30 Financial Instruments: Disclosure 1/01/2013
G. IPSAS 31 Intangible Assets 1/04/2011

These new standards have been issued but are not yet effective for the Crown. The Crown will have
to consider these new standards in future years. Crown has not yet determined the effect of these
new standards.

Basis of Consolidation

The Government Ministries, Public Enterprises and Other Authorities (including State Owned
Enterprises (SOEs)) comprising the reporting entity are consolidated involving addition of like items
of assets, liabilities, revenues and expenses on a line by line basis.

The effect of all material inter-entity transactions and balances are eliminated on consolidation.

Commitments and contingent liabilities of Public Enterprises and Other Authorities are reported in
the Statements of Commitments and of Contingent Liabilities.
Associate

An associate is an entity over which the Crown has significant influence where the entity is neither a
subsidiary nor a interest in a joint venture. Investment in an associate is recognised at cost and the
carrying amount is increased or decreased to recognise the Crown’s share of the surplus or deficit
after the date of acquisition. When the Crown transacts with an associate, all surplus and deficits
related to the Crown are eliminated. Distributions received from an associate reduce the carrying
value of the investment in the Crown Financial Statements.

Revenue
Revenue is measured at fair value of the consideration received or receivable.

Revenue Levied Through the Crown’s Sovereign Power

Payment of tax does not of itself entitle a taxpayer to an equivalent value of services or benefits;
such revenue is received through the exercise of the Crown’s sovereign power. Revenue arising
through taxes is recognised when the taxable event occurs and when the criteria for recognition of
an asset are met.

Revenue Type Revenue Recognition Point

Individual Income Tax When an individual earns income that is subject to PAYE or provisional tax.
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This also includes withholding taxes.

Company Income Tax When the corporate community earns taxable income.

Value Added Tax When the liability to the Crown is incurred. For example, the liability arising
from sales in June being paid in July however recognised as revenue in June.

Customs levies When goods liable to duty are assessed, except for Oil Companies which are
accounted for when the liability to the Crown is incurred.

Departure Tax When departure tax coupons are purchased.

Other Revenue When the debt to the Crown arises.

Revenue Earned Through Operations
Revenue from sales of goods is recognised when the product is sold to the customer.

Fines

Fines are economic benefits or services potential received by the Crown from an individual or other
entity, as determined by a court or other law enforcement body, as consequence of the individual or
other entity breaching the requirements of laws and regulations.

Investment Income
Investment income is recognised in the period in which it is earned.

Gains
Realised gains arising from sale of assets or from the early settlement of a liability are recognised in
the Statement of Financial Performance in the period in which the transaction is concluded.

Dividends
Dividends are recognised when the right to receive the payment has been established.

Aid Revenue

Revenue is recognised when donor funds are expensed on approved projects.

Expenses

General
Expenses are recognised when incurred and are reported in the financial period to which they relate.

Welfare Benefits
Welfare benefits are recognised in the period which the payment of these benefits relates to.
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Grants and Subsidies

Where grants and subsidies are discretionary until payment, the expense is recognised when the
payment is made. Otherwise, the expense is recognised when the specified criteria have been
fulfilled and notice has been given to the Crown.

Losses
Realised losses arising from sales of assets or the early settlement of a liability are recognised in the
Statement of Financial Performance in the period in which the transaction is concluded.

Foreign Currencies

Transactions in foreign currencies are translated into New Zealand dollar using the exchange rate on
the date of the transaction. Foreign exchange gain and losses arising from these transactions are
included in the Statement of Financial Performance.

Any monetary assets and monetary liabilities held at year end are translated at the exchange rate at
the balance sheet date.

Aid Expenses
Expenses are recognised when incurred on approved projects and are reported in the financial
period to which they relate.

Depreciation
Each part of an item of plant, property, and equipment with a cost that is significant in relation to the
total cost of the item shall be depreciated separately.

Depreciation of plant, property, and equipment is provided on a straight line basis so as to allocate
the cost of assets to their estimated residual value over their estimated useful lives. Typically, the
estimated useful lives are:

Office and computer equipment 3 -4 years
Motor vehicles 5 years
Furniture and fittings 4 —-10years
Buildings and improvements 10 years
Coastal protection 25 years
Power distribution network 20 years
Roading network 30 years
Water network 15 years
Airport runways 15-100 years
Harbour and ports structures 10-20years
Waste management facilities 15 years
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Contingent Liabilities

Contingent liabilities are recorded when a possible obligation has arisen from an event in the past
and which the existence will only be confirmed through the occurrence or non-occurrence of future
events. Such liabilities will be disclosed if they are deemed to materially affect the reading of the
presented financial statements.

CHANGES IN ACCOUNTING POLICIES

Plant, Property, and Equipment

As at the beginning of this reporting period, 1% July 2007, the Crown has voluntarily changed the
accounting policy surrounding the carrying value of plant, property, and equipment (PPE). The new
policy records all PPE as cost less accumulated depreciation/amortisation and impairment whereas
the previous policy required certain SOE assets to be carried at revalued amounts.

IPSAS 3 — Accounting Policies, Changes in Estimates, and Errors provides that for a change in
accounting policy, retrospective adjustments are to be done through one of two allowed
approaches:
e benchmark approach in which the value of the adjustment is taken through opening retained
earnings; or
e alternative approach in which the value of the adjustment is brought through the current
year’s profit.

IPSAS 3 allows for a prospective application using either of the approaches above in the event that it
is impracticable or impossible to determine accurate values relating to adjustments required.

As the historical adjustments cannot be determined in any practicable and timely manner, and those
values that are available to the Crown are incomplete and unverifiable, including them into the
financial statements would not be beneficial and would not provide more reliable information to be
presented. As such, the Crown has adopted the prospective application to this change in policy.
Therefore, the effect of this change in policy will be reflected from this accounting period going
forward.

As there were no revaluations done in any of the entities making up the Cook Islands Government
for the year ended 30 June 2008, no adjustments have been made in this period.
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