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MEETING REFLECTIONS:

The meeting focused on strategies for sustaining the Fund's growth to ensure ongoing
financial stability for Tuvalu. This was New Zealand’s first time hosting the Board
meeting, and it was a positive experience for all attendees.

INVESTMENTS OF THE FUND

THE STATEMENT OF INVESTMENT OBJECTIVES AND POLICY - SIOP

The SIOP serves as TTF's investment guide, outlining the Fund’s objectives, beliefs,
strategy, and management. It also specifies the roles of the Board and other service
providers.

INVESTMENT OBJECTIVES.

The investments of TTF’ assets are guided and directed by its Statement of Investment
Objectives and Policy (SIOP). This statement documents the processes formulated by
the Board in relation to the investments of the TTF’s assets.

TTF’s General Investment Objectives as stated in the SIOP are:

1. To invest the Fund as permitted by law.

2. To prudently manage all aspects of risk in relation the Fund, including ensuring:
a. the assets are adequately diversified;

b. the assets have an appropriate level of liquidity; and

c. that any party to whom investment decision making is delegated exercises
integrity, prudence and professional skill in fulfilling the investment tasks delegated
to them, and that the actions of the party are fully accountable to the Board.

3. The Investment objective of the Fund is to grow the real value of the original capital
and subsequent contributions, while maximizing the returns available to the
Government of Tuvalu over the long term, subject to an appropriate level of risk being
taken.
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The TTFAC operates without a fixed chairmanship term, unlike the IC; instead, members
rotate the leadership for each mission. The Committee conducted two missions during
the reporting period: the first took place in October 2024, and the second was completed
in May 2025. Detailed reports from both of these missions are provided in Appendices 2
and 3, respectively.

THE TTF OFFICE - SECRETARIAT

The TTF Secretariat plays a critical coordinating role, managing the various functions and
activities under the Tuvalu Trust Fund (TTF) umbrella. It serves as the central hub for
information flow, consolidating actions resulting from decisions made by the various
governing parties.

The Secretariat's core responsibilities are centred on reporting, communication, and
operational efficiency:

 Reporting to Government: The Secretariat reports and provides updates to the
Government of Tuvalu via the Minister of Finance, who also chairs the TTF Board.

« Board Updates: A primary responsibility is to keep the Board of Directors apprised
of the latest information pertaining to the Trust Fund. This includes, but is not
limited to, investment reports, Fund valuations, and Maintained Value updates.

o Capacity Building: The Secretariat is committed to continued professional
development training to ensure staff members are well-equipped to execute their
duties as effectively and efficiently as possible.

SECRETARIAT ACTIVITIES - ANNUAL UPDATES
1. Annual Work Plan

To ensure an equitable distribution of workload and to provide staff with a clear
understanding of their expected duties, the Secretariat's initial strategic task at the
beginning of the year was the establishment of annual objectives and goals.

The overarching strategic goal for the year was defined as 'continuous improvement over
the previous year'. This objective encompasses key performance areas such as
enhanced commitment, service delivery quality, productivity, efficiency, and competency.
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The combined knowledge gained from these two specialized training programs is
instrumental for the development of the Secretariat's internal governance framework.
Specifically, it equips the Secretary with the necessary expertise to draft and implement
comprehensive Risk Management and Human Resources policies for the office. This
strategic capability ensures that internal management practices are robust, risk-aware,
and aligned with the overall strategic objectives and governance standards of the Tuvalu
Trust Fund

3. External Auditor Procurement

Following the notification of a merger between PwC and Grant Thornton, the Board
resolved in November 2024 to initiate the procurement process for a new external auditor.
Given the status of the Tuvalu Trust Fund as a Sovereign Wealth Fund, it was deemed a
strategic imperative that the audit be conducted by a Tier 1 firm within the industry.

In May of this year, the Board formally approved the Terms of Reference (ToR), the
proposed Request for Proposal (RFP), and the overall procurement process, which
included the engagement of an external consultant. An Evaluation Committee (EC) was
subsequently established to assess and evaluate all proposals, as well as to verify and
confirm the consultant’'s assessment and recommendation.

The RFP was officially issued in late August. Only two firms from the Tier 1 category
submitted bids. Following a thorough review, the EC conducted a due diligence meeting
with the short-listed candidate. The outcome of the due diligence, along with the
Committee's final recommendation for formal Board approval, has been compiled into a
comprehensive report. The full report detailing this exercise is provided in Appendix 4.

The Secretariat aims to complete the onboarding of the new external auditor by
December so that the transitioning can begin in early next year. The expectation is to
complete the FY2025 audit by April 2026 to allow the Secretariat to table the audited FS
and audit report to the Board in the May Board meeting of 2026 as required under the
Secretariat’s Operations Manual.

4. TTF Promotion & Marketing Program

The Board previously resolved to initiate a strategic promotional and marketing program
for the Tuvalu Trust Fund, utilizing high-profile international platforms, notably the
Conference of the Parties (COP) meeting and other potential platforms. This initiative
aims to:

[1 Elevate its international profile among sovereign and philanthropic entities.
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[l Attract potential new contributors to enhance the Fund's growth.

[1 Showcase the success of Tuvalu’s governance model in addressing climate change
financial vulnerability

To execute this, the Board tasked the Secretariat with the immediate responsibility of
developing a detailed Terms of Reference (ToR) and a corresponding budget proposal
for the promotional program. These documents will define the campaign's scope, key
deliverables, and specific target platforms, and are required for review and formal
approval by the Board.

The Secretariat has since successfully completed the Terms of Reference (ToR) for the
promotional program. Given the initial timeline for this exercise was June, the key
approach to accelerating implementation was the direct recruitment of a specialized
marketing consultant. Unfortunately, due to other pressing issues and commitments, the
Secretariat could not finalize the contract agreement and budget for this to proceed. The
intention now is to integrate this exercise’s budget into the 2026 proposed budget, finalize
the engagement agreement before end of the year, and get the ball rolling in January
2026.

The Secretariat is currently prioritizing the completion and launch of this marketing
program before the commencement of the next COP session. This accelerated timeline
is necessary because the scheduling of this year's COP event clashes with the timing of
the next Board meeting, which would prevent the formal presentation and approval of
final campaign materials before it can be utilized in the COP as planned.
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Executive Summary Ending 30 September 2025
Performance (net of fees) 3 Months 6 Months 1 Year 3 Years 5 Years 10 Years Inception Inc;;att;on
Tuvalu Trust Fund 4.4 10.6 11.6 12.6 8.0 5.9 6.3 Apr-2012
CPI +4.5% 25 4.3 7.9 8.5 9.0 7.5 7.3

Excess Return 2.0 6.3 3.7 4.1 -1.0 -1.6 -1.0

SAA weighted composite benchmark* 43 10.0 10.6 12.7 - - -

Excess Return 0.1 0.6 1.0 -0.2 - - -

Mercer Commentary

Fund Performance
Tuvalu Trust Fund returned 4.4% for September quarter, outperforming the return target of CPI +4.5% by 2% and outperforming its composite benchmark by 0.1% over the
quarter.

Markets
Australian shares experienced growth in the third quarter of 2025, with most sectors showing positive performance. The materials sector led the gains, benefiting from a surge in
metal prices. In contrast, the healthcare sector faced challenges and was the weakest performer, impacted by the US administration's announcement of tariffs on pharmaceutical
imports.

International shares, on a hedged basis, also saw an increase during the same period despite some disappointing economic data from the US. The US technology sector
performed notably well, with major companies such as Apple, Microsoft, Amazon, Alphabet, Meta, Tesla, and Nvidia showing strong gains. Additionally, emerging market shares,
particularly in China, contributed positively to the overall international market performance.

Mercer Fund Performance

Most Mercer Funds performed in line with or better than benchmark over the quarter. With the exclusion of the Mercer Global Small Companies Shares Fund, which
underperformed its benchmark over the quarter by 1.2%. Negative stock selection in the IT, Industrials, and Health Care sectors were the main drivers of underperformance for
the fund.

Dynamic Asset Allocation
Your sector allocations at the end of the quarter were within the prescribed asset allocation ranges. The overall allocation to growth assets was 72.7%, compared to a target of
65%, moving closer to the halfway point in the transition to 80/20 at quarter-end.

Over the quarter, the DAA tilts implemented in April remained in place. A +2% tilt to the Hedged International Shares Funds added a small amount of value as the USD slightly
weakened against the AUD. The underweight positions in the Global Absolute Return Bond fund and Cash also added value but were offset by the overweight positions in the
Australian and Global Sovereign Bond Funds.

Over the year to September 2025, the underweight position in the Global Absolute Return Bond fund added the most value, while the overweights to both the Global and Sover-
eign Bond Funds slightly detracted from performance.

Although manager selection detracted value over the quarter, most active funds added value over the year. The Australian Inflation Plus Fund was the biggest contributor over
the last 12 months.

*The Composite benchmark is calculated using relevant asset class benchmarks weighted by the strategic allocation to that asset class
Page 36 of 157
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Portfolio Perfor mance Overview Ending 30 September 2025

Return Summary (net of Fees) Growth of $100: Beginning of April - 2012 (net of fees)

15.0 $300.0
12.6 $260.4
12.0 $250.0
$228.4
9.0 $200.0
6.0 $150.0
$100.0
3.0
$50.0
0.0 3/12  6/13 9/14 12/15 3/17 6/18 9/19 12/20 3/22 6/23 12/24 9/25
1 6 Months 1 3 5 10 Inception
Quarter Year Years Years Years 4/1/12 — Tuvalu Trust Fund = CPI + 4.5%

B TuwaluTrustFund [l CPI+4.5%

Key features of quarterly performance Historical Statistics: Since Inception with Mercer

Portfolio Benchmark
= The fund returned 4.4% in the September quarter. Beta o 0.9 1.0
* The fund return for the last 12 months was 11.6%. fﬂtan.dard I?Dewat(;on ;g 2'2
« The Market Value at 30 September was $293.9m, which was s:: r'pmeugaﬁ;aw own '0'8 -0'7
above the Maintained Value of $272.5m (an excess of $21.4m). Sortino Ratio 12 10
Information Ratio 0.4 -
Tracking Error 1.2 0.0
R-Squared 1.0 1.0
Up Capture 99.3 100.0
Down Capture 93.2 100.0

Benchmark for Historical Statistics - Tuvalu Trust Composite Benchmark
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Ending 30 September 2025

Total Value Added: 0.1%

Asset Allocation

Manager Value Added 02%

Interaction

-04 % 02 %

0.0%

0.2%

0.3%

04%

Asset Allocation: 0.3%

Total Manager Value Added: -0.2 %

Average Active Weight: 0.0 %

Mercer Australian Shares Fund

Mercer Passive Australian Shares Fund

Mercer International Shares Fund

Mercer Passive Intemational Shares Fund
Mercer Hedged International Shares Fund
Mercer Passive Hedged International Shares Fund
Mercer Global Small Companies Shares Fund
Mercer Passive Global Listed Property Fund
Mercer Australian Unlisted Property Fund

Mercer Passive Australian Listed Property Fund
Mercer Passive Global Listed Infrastructure Fund
Mercer Emerging Markets Shares Fund

Mercer Global High Yield Credit Fund

Mercer Global Absolute Return Bond Fund
Mercer Global Credit Fund

Mercer Global Sovereign Bond Fund

Mercer Australian Sovereign Bond Fund

Mercer Australian Inflation Plus Fund

Mercer Cash Fund - Term Deposit

-16.0 %

29%

-8.0%

0.0%

8.0%

0.0%
0.0%|
0.0%
0.0% |
0.0%
0.1%
10.0%
0.0%|
01%
' 0.1%
0.0% |
10.0%
10.0%
' 0.3%
10.0%
|

02%
-02%

0.0%
0.1%

04 %

02 % 0.0% 0.2%

0.4%

03 %

02%

0.1%

0.0%

0.1%
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Ending 30 September 2025

Total Value Added: 0.6%

|
Asset Allocation

Manager Value Added 0.0%

Interaction 0.0%

-02% 0.0%

02% 0.4%

0.6%

0.6%

Asset Allocation: 0.6%

Total Manager Value Added: 0.0%

Average Active Weight: 0.0 %

Mercer Australian Shares Fund

Mercer Passive Australian Shares Fund

Mercer International Shares Fund

Mercer Passive Intemational Shares Fund
Mercer Hedged International Shares Fund
Mercer Passive Hedged International Shares Fund
Mercer Global Small Companies Shares Fund
Mercer Passive Global Listed Property Fund
Mercer Australian Unlisted Property Fund

Mercer Passive Australian Listed Property Fund
Mercer Passive Global Listed Infrastructure Fund
Mercer Emerging Markets Shares Fund

Mercer Global High Yield Credit Fund

Mercer Global Absolute Return Bond Fund
Mercer Global Credit Fund

Mercer Global Sovereign Bond Fund

Mercer Australian Sovereign Bond Fund

Mercer Australian Inflation Plus Fund

Mercer Cash Fund - Term Deposit

-200 %

13 %
28%

-100% 0.0% 10.0%

0.0%
0.0%|
01%0
01%
0.1%
0.2%
10.0%
10.0%
01%0
o2%
0.0%|
10.0%
10.0%

0.6%

10.0%

-03 %
-03%

W0.1%
02%

-1.0%

-05% 0.0% 0.5%

1.0%

04 %

02%

0.0%

0.2%
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Portfolio Attribution - 1 Year

Ending 30 September 2025

Total Value Added: 1.0%

Asset Allocation 0.4%

Manager Value Added 0.6%

Interaction 0.0%

-03 % 0.0% 0.3% 0.6% 0.9%

Asset Allocation: 0.4%

Average Active Weight: 0.0 %

Total Manager Value Added

Mercer Australian Shares Fund

Mercer Passive Australian Shares Fund

Mercer International Shares Fund

Mercer Passive Intemational Shares Fund
Mercer Hedged International Shares Fund
Mercer Passive Hedged International Shares Fund
Mercer Global Small Companies Shares Fund
Mercer Passive Global Listed Property Fund
Mercer Australian Unlisted Property Fund

Mercer Passive Australian Listed Property Fund
Mercer Passive Global Listed Infrastructure Fund
Mercer Emerging Markets Shares Fund

Mercer Global High Yield Credit Fund

Mercer Global Absolute Return Bond Fund
Mercer Global Credit Fund

Mercer Global Sovereign Bond Fund

Mercer Australian Sovereign Bond Fund

Mercer Australian Inflation Plus Fund

Mercer Cash Fund - Term Deposit

-200 %

-10.0 %

0.0%

10.0%

0.0%
0.0%
10.1%
10.1%
0.1%
0.2%
0.0% |
0.0%|
01%
W0.1%
0.0%]
0.0%
10.0%
' 0.5%
10.0%
.

-04%
-03%

1
0.1%
02%

0.0%
0.0%

0.0%

0.0%

-01%

0.0%

-01%

0.0%

0.0%

0.0%

-1.0%

06 %

-05% 0.0% 0.5% 1.0%

0.3 % 0.0% 0.3% 0.6%
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Risk Statistic Summary 30 September 2025

1. Beta: A measure of a fund's volatility in relation to the overall market. A beta greater than 1 indicates higher volatility than the market, while a
beta less than 1 indicates lower volatility.

2. Standard Deviation: A statistical measure that quantifies the amount of variation or dispersion in a set of values. In finance, it is used to assess
the risk associated with a fund's returns.

3. Maximum Drawdown: The maximum observed loss from a peak to a trough of a portfolio before a new peak is achieved. It helps investors
understand the potential downside risk of an investment.

4. Sharpe Ratio: A measure of risk-adjusted return, calculated by subtracting the risk-free rate from the portfolio's return and dividing by the
standard deviation of the portfolio's excess return. A higher Sharpe ratio indicates better risk-adjusted performance.

5. Sortino Ratio: Similar to the Sharpe ratio, but it only considers downside volatility (negative returns) instead of total volatility. This makes it a
more accurate measure of risk for investors focused on downside risk.

6. Information Ratio: A measure of a portfolio's excess return relative to its tracking error. It indicates how much excess return is generated for
each unit of risk taken relative to a benchmark.

7. Tracking Error: The standard deviation of the difference between the returns of a portfolio and its benchmark. It measures how closely a fund
follows its benchmark index.

8. R-Squared: A statistical measure that represents the percentage of a fund's movements that can be explained by movements in its benchmark
index. A higher R-squared indicates a stronger correlation with the benchmark.

9. Up Capture Ratio: A measure of a fund's performance in up markets compared to its benchmark. It indicates how well a fund captures positive
market movements.

10. Down Capture Ratio: A measure of a fund's performance in down markets compared to its benchmark. It indicates how well a fund mitigates

losses during market downturns.
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Important Notices

‘MERCER’ is a registered trademark of Mercer (Australia) Pty Ltd ABN 32 005 315 917.
References to Mercer shall be construed to include Mercer Australia and/or its associated companies.

This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was provided by Mercer. Its content
may not be modified, sold or otherwise provided, in whole or in part, to any other person or entity, without Mercer’s prior written permission.

The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice. They are notintended to
convey any guarantees as to the future performance of the investment products, asset classes or capital markets discussed. Past performance does not guarantee
future results. Mercer’s ratings do not constitute individualised investment advice.

Information contained herein has been obtained from a range of third party sources. While the information is believed to be reliable, Mercer has not sought to
verify it independently. As such, Mercer makes no representations or warranties as to the accuracy of the information presented and takes no responsibility or
liability (including for indirect, consequential or incidental damages), for any error, omission or inaccuracy in the data supplied by any third party.

This does not constitute an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other financial instruments or products or constitute a
solicitation on behalf of any of the investment managers, their affiliates, products or strategies that Mercer may evaluate or recommend.

For the most recent approved ratings of an investment strategy, and a fuller explanation of their meanings, contact your Mercer representative.

Conflicts of interest: For Mercer Investments conflict of interest disclosures, contact your Mercer representative or see www.mercer.com/conflictsofinterest.

Mercer universes: Mercer’s universes are intended to provide collective samples of strategies that best allow for robust peer group comparisons over a chosen
timeframe. Mercer does not assert that the peer groups are wholly representative of and applicable to all strategies available to investors.

Risk warnings: The value of your investments can go down as well as up, and you may not get back the amount you have invested. Investments denominated in a
foreign currency will fluctuate with the value of the currency. Certain investments carry additional risks that should be considered before choosing an investment
manager or making an investment decision.

This document is not for distribution to retail investors.

This document has been prepared by Mercer Investments (Australia) Limited (MIAL) ABN 66 008 612 397, Australian Financial Services Licence #244385.

Copyright 2025 Mercer. All rights reserved.
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Mercer Investments (Australia) Limited
One International Towers Sydney

100 Barangaroo Avenue,

Sydney, NSW Australia 2000

GPO Box 9946, Sydney NSW 2001
Www.mercer.com.au
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obtained by updating the Financial Instructions for better alignment, and by introducing
checklists along the workflow.

GOVERNMENT EFFICIENCIES

Having the right governance arrangements for Cabinet and DCC processes is critical to the swift
implementation and monitoring of decisions. There appear to be gaps in the coordination of
submissions and the dissemination of important decisions which calls for the adequate
resourcing of the offices of the Secretary to Government and Clerk to Cabinet. Due to
increased travel commitments of its members, DCC has not met regularly, and this has become
a bottle-neck in the processing of key Cabinet papers. There is value in the DCC reflecting on
how it can best drive the development and implementation of government policy as the pre-
eminent official leadership cohort.

DONOR ENGAGEMENT

As donor funded projects and budget support increase, its coordination and management
become more important so that the benefits can be maximised. There is a danger from having
significant support in one sector that the amount of policy development from programs
overwhelms small ministries and indeed, policy can in effect be subcontracted to donors if
local positions are not filled. TTFAC's view remains that PRM is a basis of deeper policy
discussions between the government and donor partners and it is in the interest of the GoT to
more strongly lead the process.

PROGRESS OF THE 21 PRIORITIES

Annex C provides a summary of our assessment of where progress is for each of the 21
Priorities. Those with red backgrounds are the ones TTFAC views deserve the immediate
attention of the government.

50% report of TTFAC to the Government/of Tuvalu October 2024 Mission
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RECOMMENDATIONS

TTFAC makes a number of suggestions and recommendations throughout the body of the

report, but we highlight here what we think are the most critical:

il

Sustained efforts are needed to implement a well-planned structural adjustment over
the medium term. Such efforts must be grounded on fiscal sustainability, pro-growth
and the need to create space for buffers and resilience building;

Building on the existing Medium Term Fiscal Framework, we see merits in the
introduction of a three-year budget cycle that will better support ministries with
forward planning, procurement across years, and alignment of objectives with the
government's longer-term strategic priorities;

As part of a fiscal adjustment exercise, low priority vacancies should not be allocated
for in the next budget, with savings to be repurposed to high priority programs,
including capital projects;

In addition to scheduling major payments to match major inflows, Treasury must
utilise the CIF to manage cash flow shortages, when funds permit;

Revision of thresholds is necessary to direct scrutiny efforts to major procurements
and filling the existing four vacancies in CPU will help speed up operations;

As a matter of urgency, the Financial Instructions are due for an update to better align
with the FMIS. A review of the current workflow to streamline approvals and avoid
bottlenecks at the top will expedite payments;

Immediate investment must be directed toward both enhancing TEC’s generator
capacity and advancing sustainable energy solutions to secure Tuvalu’s future energy
needs and safeguard national security; and

Tuvalu must prepare and articulate a clear vision for the Falepili Treaty, to frame its
negotiations on the implementation with its treaty partner, and inform a baseline
study on the impacts of Falepili on the well-being of all Tuvaluans.

Adequate resourcing of the offices of the Secretary to Government and Clerk to
Cabinet will ensure efficient coordination of submissions and the dissemination of
important decisions. DCC also needs to reflect on how it can best drive the
development and implementation of government policy.

50t report of TTFAC to the Government of Tuvalu October 2024 Mission
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Cashflow

Cash flow remains lumpy and as a result needs to be tightly managed when expenditure proceeds
revenue. Significant effort has gone into a work-around solution in the absence of a
bank reconciliation in the FMIS linked to the NBT accounts. The government is also looking at ways it
can reduce lumpiness by for example getting budget support payments in tranches. Scheduling of
major payments to match with major cash inflows can also help manage cash flow shortages. This will
require clear communications between Budget/Treasury and line Ministries.

The government is working towards reconciling the Tuvalu Development Fund (TDF) but is yet to pay
back all the funds borrowed in the 2023 financial year. TTFAC reemphasizes the urgency of this
reimbursement.

The Minister of Finance has made a clear commitment not to utilize the TDF to finance cash flow
shortages in the General Account going forward. Instead, an overdraft facility to the tune of $10
million has been established at the NBT.

TTFAC recommends Treasury tap into CIF funds to smooth out cash flow

TTFAC is of the view that the Treasury could tap into the funds available in the CIF to manage cash
flow requirements. This approach avoids both the 12% interest cost on the overdraft and the potential
crowding-out effect on the private sector. With a more robust cashflow forecast in place, the
government should be in a better position to inform the investment strategy of the CIF, ensuring cash
is immediately available when needed. And while Fls limit the use of the CIF — FIs can be realigned to
meet current needs.

Systems and processes

ANNUAL PLANNING CYCLE

The Ministry of Finance is to be commended for completing the 2024/25 budget to incorporate the
thinking of the new government in the short time between government formation and the start of the
new financial year. Finance has started planning for the 2025/26 budget which needs to begin in
earnest by January.

Incorporation of workforce planning data into the budget process has been problematic for several
years. It is understandable that the data was not ready in time for the 2024/25 budget. Development
of the next budget should include early inclusion of the workforce planning data. In the 2024/25
budget, significant effort was placed on linking the 21 priorities of the new government with Te Kete’s
priorities, and linking the budget to annual Ministry work-plans and outputs. This needs to be followed
up with completion of annual accounts and annual reports [for the period Jan 2023 to June 2024]. In
parallel to the development of the annual work plans, Ministries need also to develop their annual
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Procurement Unit rejecting the outcome. Agencies have to start the process again, adding time
delays.

Agencies appear to be not following the process for a number of reasons. During COVID the
government relaxed its approach to competitive procurement in the interests of speedy purchasing in
an environment where it was difficult to attract multiple tenders. Some officials are trying to continue
direct procurement.

Turnover of procurement staff within individual ministries also means that they have diminished
capacity. Staff need training on procurement. The CPU has delivered some training and also issued
guidance on procurement rules and templates. TTFAC also heard Deputy Secretary Finance will brief
DCC on procurement process in the coming months.

Finally, officials are seeking to circumvent the procurement process because the ability to plan and
execute procurement of infrastructure projects within one financial year is limited. There is some
ability to carry over procurement across financial years, but having a multi-year budget would
significantly relieve pressure on procurement process and could encourage stronger adherence to
proper infrastructure planning and documentation, and planning for staging of infrastructure
procurement.

Boosting procurement speed is as simple as filling the CPU’s empty seats

A second reason for slowness of procurement is that with numerous positions of the CPU vacant, the
Unit can only support a limited number of procurements at one time. Urgently filling the vacant
positions will allow this important element of government service delivery to be sped up. In the
absence of being able to fill the vacant positions, the Government could investigate the CPMO either
supporting or housing the CPU.

TTFAC tested the idea of introducing ‘panel’ or longer-term contracts for items that are regularly
procured such as air travel and medicines. There was little immediate support for the ideas, and could
be considered as a second priority once staffing levels have improved.

In addition, the current thresholds in the procurement legislation were set nearly a decade ago. Prices
and spending patterns have dramatically changed since then. A review of thresholds will help redirect
tighter scrutiny efforts towards major procurements.

The Minister raised concerns with the limited flexibility of World Bank procurement rules and their
impact on project implementation in small countries like Tuvalu. He planned to raise these issues in
the WB Annual Meeting (which occurred concurrently with the TTFAC mission) following indications
from the WB President during his visit to Tuvalu that the Bank could accommodate the
concerns. Depending on the outcomes of the Minister’s lobbying for change at the Annual Meeting,
on its next mission TTFAC could investigate the possibility of the GoT establishing an entity which
maintains the capability of PWD in Tuvalu, be commercially competitive and able to bid for WB and
ADB work in the country.
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FMIS

Better internet has allowed the FMIS to move to be cloud-based. In addition to the system being more
accessible for agencies in Funafuti, over time Tuvalu’s overseas missions and outer island Kapule’s will
also be able to use it and give Finance better visibility on all expenditures. The FMIS was used
successfully for the development of the 2024/25 budget. TTFAC heard, however, that it has limited
user friendly reporting, and that while the system is being used to process/approve payments it is
slow. While decision-makers can delegate easily, it is not clear if this is always happening.

It would seem more training including of senior line agency staff is required to ensure everyone
understands the documentation that has to be attached to each transaction. TTFAC heard there is a
duplicate paper system in operation which defeats the purpose of getting improved efficiency from
going electronic, and that rejected transactions always return to the originator for fixing. Financial
Officers are also using the paper system because the electronic system is not aligned with the Finance
Instructions. A review of the Finance Instructions should occur as a matter of urgency.

Finance needs a fast-track: align the electronic system with Finance Instructions, streamline
approvals, and check for bottlenecks

The incoming finance adviser will need to review the number of steps in the approval process with a
view to streamlining them, and collect data on how long approvals take when all required
documentation is in place. The possibility of a system choke-point at the Secretary of Finance level
needs to be investigated. The adviser could also investigate the cost-effectiveness of adding a
procurement module to the FMIS.

Government effectiveness

TTFAC heard concerns about the coordination of cabinet submissions, communication about decisions
made, and monitoring of the implementation of decisions. The cabinet submission process is clear and
well-documented. Potentially the process to get comments on submissions from impacted portfolios
could be strengthened by enabling Secretaries access to individual submissions that have been
uploaded to the portal. Arguably every cabinet decision has a resourcing impact for instance, and
hence the MoF should be consulted on all submissions. Clerk to Cabinet should have the authority to
reject submissions that do not satisfy this requirement.

The office of the Clerk to Cabinet is currently under-resourced. Three positions in the office have been
shifted elsewhere. The positions should be reinstated and filled urgently to support the submission
process, documentation and storage of decisions, and the monitoring of their implementation.
Currently all of this would appear to be done by the Secretary to Government and the Deputy
Secretary OPM. Their attention on the day-to-day administration of the cabinet process takes them
away from higher value duties.
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The system of summarising for Secretaries all cabinet decisions so they have a sense of government
overall direction in a verbal briefing at DCC is sound. It does, however, rely on the DCC meeting
regularly. TTFAC heard the DCC has not been meeting in the absence (on duty travel) of the
substantive Secretary to Government, and the majority of members. TTFAC suggests DCC meetings
are held regularly whether the Secretary to Government is present or not to support cross-
government information sharing and collaboration. With a significant number of new secretaries now
participating in the DCC, there is value in the DCC reflecting on how it can best drive the development
and implementation of government policy as the pre-eminent official leadership cohort. A reflection
exercise could be part of a retreat by DCC members with discussions facilitated by a retired Permanent
Secretary or retired Secretary to Government, with possible support from a UNDP consultant on
governance and team building.

Tuvalu is benefiting from ever increasing donor interest in the form of projects and budget
support. Donor support is useful but its management needs to be resourced. In the education sector
Tuvalu has project support from the World Bank and Australia as well as the Global Partnership for
Education, UN and regional bodies. The number of donors involved demands strong coordination
across the ministry. Australia is supporting this as well.

Similarly, the health sector is supported by the World Bank and Australia is also designing a program
of health support. The Ministry of Health is also supported by other agencies such as WHO.

As well as demands on coordination there is a danger from having such significant support in one
sector that the amount of policy development coming from programs can overwhelm a small ministry
and indeed, policy can in effect be subcontracted to donors if local positions are not filled.

TTFAC heard existing and new donors of TCAP would meet at the end of October to discuss new phases
of the program. This will be a useful mechanism for Tuvalu to get donor partners to commit to the
project. It was not clear if the donor meeting would include discussion of the new government’s
commitment to Tuvalu’s Long Term Adaptation Plan (LTAP) as developed by the previous government.
TTFAC encourages the government to reflect on how to have regular whole of government discussions
with donors involved in project level support.

Increasing levels of budget support also need to be managed, so it can be maximised (in terms of
amounts), and maximised for the benefit of Tuvalu. TTFAC heard that disaster funding from the
current ADF round had not been fully utilised when the opportunity had arisen after the last natural
disaster. Such funding is quickly released by the ADB and WB post-disaster with few conditions.

The triggers for releasing budget support are contained in the Policy Reform Matrix. Early discussion
on the timing of the tranches could assist with smoothing cash-flow.

As TTFAC has argued previously, the PRM is a basis of deeper policy discussions between the
government and donor partners. Discussions between the government and donor partners can
demonstrate commitment to the policy reforms and generate stronger policy outcomes. TTFAC heard
the next PRM meeting is scheduled for January 2025. TTFAC encourages the government to prepare
well for the meeting and involve ministries beyond Finance in the discussions.

The recently completed Assessment of National Systems (ANS) was not shared with TTFAC. TTFAC
understands there is some concern within the Ministry of Finance that its findings do not reflect well on
the state of PFM in Tuvalu. This may well be the case, but like the issues contained within the PRM, TTFAC
encourages the government to use the ANS as a guide to engaging with donor partners to strengthen PFM.
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1. EXECUTIVE SUMMARY

Since our last visit in October 2024, there has been a notable acceleration in progress across
key sectors in Tuvalu. Much of the current impetus appears to be driven by a commitment to
delivering on the 21 strategic priorities outlined in the Government of Tuvalu’s Statement of
Priorities. This is occurring within a changing and volatile global context that will make
economic growth and improvements in living standards harder in Tuvalu. This makes
continuous government reform efforts, strengthened focus on economic growth and public
enterprise efficiencies critical in the months ahead.

Locally, underlying public financial management issues need to be fixed as they are a brake on
service delivery. Structural issues of the budget need to be addressed to ensure sustainability.

Donor partners are mobilising more resources for Tuvalu. The good news of the increased
capital expenditure including the probability of maintenance funding, and more advisory
support adding to the government’s policy momentum, needs to be complemented with more
leadership and direction of donor efforts by the government. Some early signs of greater
leadership by the government can be further strengthened. Good initial thinking on the Policy
Reform Matrix needs to be followed through by shortening and focusing on the underlying
constraints to economic growth. The work on the PRM should be complemented with other
donor coordination efforts.

2. INTRODUCTION

The 51st mission of the Tuvalu Trust Fund Advisory Committee (TTFAC) was conducted from
1%t to 15t April 2025, building on the momentum of previous missions and continuing the
Committee’s support to the Government of Tuvalu (GoT) during a period of ambitious reform
and challenging fiscal conditions.

The mission included advisory committee members, Stuart Schaefer (Team Leader), Talavai
lona and Tarita Hutchinson. The Committee expresses its deep appreciation to the Minister of
Finance, Secretary to Government, the Tuvalu Trust Fund Secretariat, and all interviewees who
generously shared their insights. A full list of stakeholders consulted is provided in Appendix A.

TTFAC reiterates its commitment to providing clear and forward-looking advice to support the
sound management of the Trust and its supporting instruments, particularly the Consolidated
Investment Fund (CIF). This report focuses on areas where the Fund’s role is most relevant,
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including fiscal planning, government effectiveness, donor coordination, and the
operationalisation of key infrastructure and public services.

As with previous reports, the 51st Report provides commentary and recommendations framed
around Te Kete and the 21 Strategic Priorities, with an emphasis on practical actions to improve
policy coherence, fiscal resilience, and accountability. Our work is anchored in the shared vision
of a sustainable and sovereign Tuvalu, responsive to the needs of its people and resilient to the
challenges ahead.

3. RECOMMENDATIONS

TTFAC makes the following recommendations, noting PFM recommendations in our last report
not yet addressed remain important, and will be actioned over the coming months with the
support of the DFAT-funded Te Ao program.

e TTFAC maintains that medium-term fiscal planning and budget credibility would be
significantly strengthened by transitioning to a rolling three-year budget framework—
a position that is supported by the Budget Team.

e TEC and GoT need to jointly agree on the financial accounts and establish a robust
operating model.

e The government engages a fuel pricing specialist to assess the current procurement
system and evaluate whether options exist for negotiating better terms—such as
through single-supplier contracts or regulated pricing frameworks.

e Given that Samoa, Nauru, and the Cook Islands also use TechOne, TTFAC suggests the
creation of a sub-regional learning cohort — with donor support —to share experiences
and, if necessary, engage the provider collectively to strengthen leverage and improve
service outcomes.

e TTFAC supports expanding the use of panel contracts by the government as part of its
efforts to make procurement more efficient.

e TTFACrecommends the pros and cons of a separate maintenance fund be investigated.
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4. CONTEXT

4.1. Global

The mission was undertaken during a volatile period for the world economy. President Trump
introduced significant tariffs for goods entering the USA and then paused them. Markets swung
wildly. Commentators linked President Trump’s economic policies with geopolitical alliances.
The introduction of tariffs was the latest headline grabbing change by the new president since
starting his term. Others included gutting USAID and its funding and reversing climate change
and DEI policies. More turmoil is ahead. We can expect to live in a period of erratic decision-
making across a variety of policy fronts for the remainder of this US presidency.

The impact of this on Tuvalu has already been seen. It is unclear if the US Fisheries Treaty
payments will be made this and next financial year (totalling USD9 million). USAID’s Climate
Ready BOSS, a Pacific climate finance program was cancelled in January. Not only are the
BOSS’s activities cancelled, but the program would have supported Tuvalu to gain access to
more climate finance. Climate finance will also reduce worldwide because of President Trump’s
policies on overseas development funding for multilateral organisations, and particularly those
funding climate change activities. There is potential further change ahead as US policy on
International Development Banks is currently subject to review.

further change ahead as US policy on International Development Banks is subject to review

By recognising we are now in a multipolar world Trump’s administration has implicitly called
out the diminishing world dominance of the USA. As a country it will continue to be inward
focussed following the capricious Trump presidency. President Biden did not reverse the tariffs
introduced by Trump in his first term. Trump’s policies are significantly changing the global
economic ecosystem that has developed over the last 80 years. Whichever president follows
Trump, we can expect trade limiting policies to continue and costs of production to remain
higher than they otherwise need to be or have been.

Worldwide people should expect standards of living to remain static or go backwards. In Tuvalu
cost of living pressures started during and immediately following COVID, and which looked to
be reducing, will continue.

The US Administration's demonising of diversity and inclusion policies and programs will need
to be carefully picked through. The economic and social benefits from improved diversity are

Page 90 of 157






DFAT FOI - RELEASED UNDER THE FREEDOM OF INFORMATION ACT 1982 - LEX 13615

for medium-term structural adjustment and introduces a three-year budget cycle as a solution
to address the worsening domestic deficit and enhance fiscal discipline.

Another shared theme is the need to improve procurement processes and public investment
management. The PEFA notes weaknesses in the execution of the capital budget and a lack of
reliable procurement planning and execution. Similarly, the TTFAC report details widespread
non-compliance with procurement protocols, staff turnover, and outdated thresholds, leading
to delays and inefficiencies. We recommended urgently filling vacant roles in the Central
Procurement Unit and exploring panel contracts to streamline repetitive procurement. The
ANS reinforces these concerns by pointing to fragmentation and a lack of consistent
procurement oversight, further complicating the government’s ability to deliver value-for-
money infrastructure and services.

Finally, system inefficiencies in financial management and governance processes are
acknowledged in all three assessments. The FMIS (Financial Management Information System)
is identified as underutilised and misaligned with the current Finance Instructions, creating
operational bottlenecks. The TTFAC emphasised the need for a functional alignment between
FMIS workflows and updated financial regulations, while PEFA and ANS recommend capacity
building and increased system integration to support more timely and accurate financial
reporting. All three reports also raise concerns about coordination within government and
between ministries, especially in relation to donor engagement, noting that fragmented
leadership and communication gap risk undermining reform efforts and absorbing external aid
effectively.
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5. NEXT MISSION

The upcoming TTFAC mission, scheduled from 29 September to 17 October, will include a
range of priority follow-ups and field visits. A key component of the mission is proposed to be
visits to the Outer Islands of Vaitupu, Nanumea, and Nanumaga to assess development
progress on-site. The mission will also seek updates on several strategic areas including the
Falepili Union labour mobility initiative, ongoing public financial management (PFM) reforms,
and the Marine Sector Master Plan. Further updates will be requested on national statistics
and the government’s national infrastructure plan. A closer review of the performance and
strategic direction of government-owned enterprises will be undertaken, with a particular
focus on the Tuvalu Energy Corporation (TEC), as part of efforts to strengthen SOE performance
and financial sustainability.

6. FISCAL UPDATE

6.1. Medium Term Fiscal Framework (MTFF)

During the Committee’s visit, budget consultations with line ministries were actively underway.
Preceding the budget rounds, Parliament approved an additional appropriation of $8.6
million!. This adjustment was anticipated, given the initial under-allocation to TOMRS and the
TEC subsidy. The supplementary appropriation is expected to be financed through windfall
revenues estimated at $16 million2. However, this fiscal space will be partially offset by an
anticipated $5 million shortfall in fishing license revenues due to the uncertainty surrounding
the US Treaty.

While the net effect is likely to result in a modest improvement in the outturn for the
2024/2025 fiscal year, the supplementary budget underscores several persistent structural
challenges. These include a growing domestic budget deficit—projected to reach 53% of
domestic revenues—a continued lack of budget credibility due to systematic under-budgeting
for major expenditure items, and a high degree of uncertainty associated with both external
budget support and, to a lesser extent, fisheries-related revenue streams. We urge the
government to carefully consider these challenges in its fiscal policy.

*$6.9 million to TOMRS, $926K to TEC subsidy, and $766K to the Marine Department for shipping services
? Budget supports of $11.4 million from the World Bank and $3.5 million from MFAT, and an extra $1 million
from tax and customs collections
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As of the time of writing, the Medium-Term Fiscal Framework (MTFF) remains under
formulation, pending the conclusion of the 2025/2026 budget negotiations. Preliminary
budget submissions have significantly exceeded the indicative expenditure ceiling, reflecting
both historically conservative ceilings for key expenditure areas—such as the TOMRS and
infrastructure maintenance—and a negotiation culture in which agencies submit ambitious
estimates with the expectation of downward adjustments toward the ceiling. The forward-year
assumptions underpinning the MTFF will need to account for sustained inflationary pressures
stemming from ongoing global trade tensions, which appear likely to persist.

TTFAC was informed that a workforce planning exercise is underway to identify structurally
vacant positions for defunding. This represents a critical step toward moderating the growing
wage bill, improving fiscal sustainability, and reallocating resources toward capital investment
and building resilience against climate change.

TTFAC maintains that medium-term fiscal planning and budget credibility would be
significantly strengthened by transitioning to a rolling three-year budget framework—a
position that is supported by the Budget Team. This reform could be initiated with the
2026/2027 budget cycle, beginning with the articulation of clear medium-term fiscal objectives
and policy priorities to build political consensus, ideally by August of the current year.

6.2. Enhancing Transparency and Public Participation in the

Transparency is a foundational principle of sound public financial management. It facilitates
public understanding of government priorities and trade-offs in both revenue generation and
expenditure allocation. The recent findings from the Assessment of National Systems (ANS)
and Public Expenditure and Financial Accountability (PEFA) assessment highlight a systemic
lack of parliamentary and public oversight in Tuvalu’s budget process, which is closely
associated with reduced budget credibility. Furthermore, the Minister of Finance has
expressed a clear interest in exploring mechanisms to enhance public engagement during
budget formulation.

Strengthening transparency through structured public participation not only promotes
accountability but also enhances government responsiveness, improves perceptions of public
sector performance, and builds trust in fiscal policy. However, these efforts must be well-
designed and context appropriate. lll-conceived or tokenistic approaches risk wasting limited
administrative and financial resources and may further erode public confidence if citizens
perceive that their input is not meaningfully considered.

Increased public participation can be facilitated through a range of mechanisms, including
town hall meetings, citizen satisfaction surveys, focus group discussions, digital engagement
(e.g., social media and online platforms), and participatory review processes. For Tuvalu, initial
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efforts could include low-cost approach to deepen inclusion by inviting selected community or
civil society representatives to participate during the scrutiny of line ministry budget
submissions. Other efforts could include institutionalising public consultations within the
annual budget calendar, by introducing town hall sessions and sector-specific dialogues early
in the budget formulation process—ideally before final budget decisions are made—to inform
and educate the public about the underlying fiscal strategy, the budget’s core components,
and key revenue sources. Over time, these efforts can be scaled up to include mechanisms for
structured feedback, such as online surveys, stakeholder roundtables, and community-based
consultation events. Furthermore, transparency should extend into budget execution. Citizens
should be afforded opportunities to raise questions and receive updates on the status of
budget implementation throughout the fiscal year, thereby reinforcing a culture of continuous
accountability.

6.3. Line Ministries to Operate Own Budgets

The Minister of Finance raised the prospect of decentralizing budget execution authority to
line ministries, like the current arrangement for overseas Missions. This proposal stems from
ongoing frustrations over delays in payment processing by Treasury and Finance Headquarters,
some of which are compounded by limitations within the FMIS.

While the desire for such reform is understandable, TTFAC identifies significant risks associated
with decentralization in the current context. The primary constraint is the limited availability
of personnel with adequate accounting and financial management skills to ensure effective
internal controls. Treasury itself continues to face challenges in recruiting and retaining
qualified accountants, and PFM challenges persist even within the overseas Missions.

Moreover, recent assessments under the ANS and PEFA frameworks indicate a broader decline
in PFM standards across government. In this environment, further decentralization of Treasury
and budget control functions could exacerbate existing weaknesses. TTFAC advises that such
reforms are revisited when foundational PFM systems and capacity are restored to reasonable
standards.

further decentralization of Treasury and budget control functions could exacerbate existing
weaknesses
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TTFAC also heard of Kapule frustration with using government procurement systems, and for
the outer islands’ desire to work outside of them. This seemed to reflect the limited capacity
within Kapule’s. Supporting Kapule’s to be able to use procurement systems and streamlining
processes is required rather than working outside the system. TTFAC understands the Ministry
of Home Affairs has engaged a consultant to look at these issues. TTFAC proposes to better
understand the issues on its next mission.

7. STRATEGIC PRIORITIES

7.1. Summary of Progress on the 21 Strategic Priorities

The government completed an internal review of progress against the 21 priorities on the first-
year anniversary of the new government based on information of the 120 indicators. Areas
showing the most substantial advancement include climate resilience, shipping services, and
international partnerships—particularly the Falepili Union with Australia and the enduring
relationship with Taiwan. Projects such as the arrival of the Manu Sina vessel, classroom
upgrades, rollout of 4G across outer islands, increase in renewable energy to 20% of capacity
and progress on the submarine cable have all contributed to improved service delivery and
national resilience. Several annual targets have reached 100%, indicating strong traction in the
first phase of implementation.

However, systemic challenges persist, particularly in healthcare provision, cost of living
mitigation, and electoral reform. Capacity shortfalls, delayed technical assistance, and limited
financial resources have constrained broader progress, with several priorities still under 30%
completion overall. Despite this, the government has demonstrated transparency and
adaptability by integrating emerging priorities, committing to a rigorous monitoring
framework, and engaging development partners for sustained reform. With strong Cabinet
engagement and inter-ministerial collaboration, Tuvalu is well-positioned to convert early
momentum into long-term, inclusive development gains.

The internal review is a fair assessment, although we were not able to confirm that work on
electoral and public sector reforms, particularly workforce planning and specific programmes
on culture and equity across all the population are being sufficiently addressed and highlights
constraints to overcome. The review will be followed by a mid-term review of Te Kete in the
last quarter of the calendar year. It will be important for the Te Kete review to further integrate
the 21 priorities into the long-term planning document and ensure that the lower-level sector
and corporate plans are in place and driving practical implementation of development for the
people of Tuvalu.
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In addition to vessel maintenance, ADB will most likely support institutional strengthening
through the recruitment of an Operations Manager, and a Marine Engineer who will lead the
establishment of a shore-based maintenance workshop. This facility will be supported by a
computerized maintenance management system and integrated ticketing mechanism to
streamline repair operations and improve asset uptime. Concurrently, the World Bank has
deployed a TA with expertise in both shipping and port operations to assist in implementing
operational reforms across the maritime sector.

These investments are underpinned by the strict enforcement of Tuvalu’s Shipping Policy.
Notably, the Minister’s recusal from administrative oversight has depoliticized key operational
decisions (and is an example that could be considered for the TOMRS), resulting in a significant
reduction in discretionary vessel diversions—now limited to emergency fuel deliveries and
medical evacuations. Planning efforts are ongoing to eliminate fuel-related diversions entirely
through improved supply chain coordination. However, the question of cost responsibility for
such diversions remains unresolved. TTFAC recommends that the financial burden of
diversions be allocated transparently to the responsible agencies, in line with principles of fiscal
accountability.

Despite these significant achievements, structural challenges remain. The sector continues to
face constraints in recruiting and retaining certified seafarers. TTFAC endorses the Ministry’s
exploration of a sector-specific human resources model that is not necessarily restricted by the
Government Administrative Orders (GAO) or Public Service Commission (PSC) rules. A more
flexible and industry-aligned approach to employment conditions is seen as essential for
sustaining a professional maritime workforce and ensuring the long-term viability of the sector.

Such an approach would also support the Marine Department in adopting a more commercially
responsive operating model. This includes establishing a clear understanding of its various
customer segments and aligning service schedules and budget planning accordingly. Critically,
success hinges on a commitment to implementing full life-cycle costing for maritime assets,
incorporating ongoing operational costs, maintenance, and eventual asset replacement.

The Ministry also needs to undertake strategic decision-making regarding the optimal fleet
size, balancing service delivery requirements against the fiscal implications of ongoing
operational and maintenance costs. This includes evaluating the cost-effectiveness of retaining
aging or damaged vessels and making evidence-based decisions on decommissioning assets
that pose financial or safety liabilities to the Government. All these priorities will be fleshed out
in a Master Sector Plan that will soon be developed.

TUVALU OVERSEAS MEDICAL REFERRAL SCHEME (TOMRS)

The government review of the Tuvalu Overseas Medical Referral Scheme (TOMRS) is now
complete and has been endorsed by government. It follows the 2023 Audit of the program and
a TOMRS policy review in 2021.
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The review is an excellent document, clearly outlining the numerous issues that need to be
considered and addressed to make the TOMRS effective, efficient and sustainable. The review
builds on the valuable Audit but is much more comprehensive. The scope of the
recommendations is very wide. Some of the recommendations can be actioned immediately,
and TTFAC heard from Ministry of Health staff of how invoicing is now being more carefully
managed.

Other recommendations will require further analysis and options presented to government on
the best way forward. A possible insurance scheme associated with TOMRS is something that
requires further investigation. Still others require sustained commitment. For example, the
review recommends increased priority by the government on primary health programs. Such
programs are known for their cost effectiveness but often deliver change slowly: they are
generational in their impact.

Government endorsement of the report and its recommendations is a good start. It does,
however, need to actively manage the implementation of the recommendations.

It cannot expect the TOMRS implementation team to do this. The TOMRS team is busy keeping
the scheme going and delivering incremental improvements. Rather TTFAC recommends a
Project Management Unit be established to implement the recommendations. TTFAC heard a
strategy for implementation of TOMRS review recommendations is planned. The first step of
the PMU could be to develop for Cabinet endorsement the strategy to prioritise, implement
and report regularly (six-monthly) on progress to the DCC and Cabinet. The PMU will need
budget to operate and engage more expertise to further consider issues such as insurance
models.

In the meantime, the TOMRS has again frustrated the Minister for Finance this financial year
with the need for supplementary funding. The huge budget impost of the Scheme will take
some years to get under control. Expenditure next year is likely to be of the same quantum as
2024/25. The 2025/26 budget should reflect costs incurred in this financial year.

STATUTORY CORPORATIONS

GENERAL OVERVIEW

The governance of Public Enterprises (PEs) in Tuvalu continues to raise concern, particularly
around the absence of a consistent and systematic approach to monitoring and evaluation.
Despite past reform efforts, the general performance of PEs remains uneven, with
accountability mechanisms underutilised and many enterprises not participating in the budget
process or meeting reporting obligations. Encouragingly, the recent arrival of the Technical
Assistance (TA) specialist presents an important opportunity to establish a more structured
assessment of the sector. We are mindful not to pre-empt their findings and recommend that
sufficient space be given for the TA to complete their performance review and propose a
sequenced implementation plan.
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a joint monitoring framework is underway, and this will be essential to tracking tangible
outcomes for Tuvaluan families and communities over time. Another priority area is the
establishment of more efficient, lower-cost remittance pathways to ensure that benefits from
the mobility scheme flow back into the economy and reach those who remain in Tuvalu.

Australia's commitment to the Falepili Union appears strong and enduring, with bipartisan
support enshrined in parliamentary processes. The Australian High Commissioner reaffirmed
this during recent meetings, noting ongoing support in development areas like digital
economy, tax revenue generation, and private sector growth. Additionally, conversations are
advancing around strengthening governance in the SOE sector, enhancing board diversity, and
professionalising oversight functions. As the Union moves from agreement to implementation,
the spirit of mutual benefit and regional solidarity is taking shape—offering Tuvaluans new
pathways for opportunity and development.

The Minister of Finance and senior Ministry leadership are fully aware of the ANS and PEFA
findings and have begun addressing immediate PFM challenges with development partners’
support. A DFAT-funded Senior PFM Advisor has been recruited (as part of a new project ‘Te
Ao’) and will arrive shortly who will be initially tasked to pull together a PFM Roadmap.
Meanwhile, a request for short-term technical assistance to reconcile multiple accounts is also
pending. TTFAC understands these efforts form part of a broader economic governance
partnership between the Government and DFAT that will soon be finalized.

ADB is also providing technical assistance, including in procurement. To address FMIS
limitations, the Secretary of Finance is also seeking a dedicated TA to build Treasury’s capacity
to utilise all TechOne functions. Given that Samoa, Nauru, and the Cook Islands also use
TechOne, TTFAC suggests the creation of a sub-regional learning cohort — with donor support
— to share experiences and, if necessary, engage the provider collectively to strengthen
leverage and improve service outcomes.

8.1. Cash Management

In March this year, Parliament passed an amendment to the Borrowing and Guarantees Act to
formalize the longstanding practice of permitting temporary overdrafts on the Government’s
operational account at the National Bank of Tuvalu without requiring prior parliamentary
approval. While this legislative change codifies existing practice, TTFAC maintains its position
cautioning the use of overdrafts—even on a temporary basis—due to the associated fiscal
risks. Instead, TTFAC recalls its recommendation that short-term liquidity shortfalls be
managed through withdrawals from the Consolidated Investment Fund (CIF), with subsequent
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replenishment during periods of cash surplus. This approach promotes sound cash
management practices within Treasury and mitigates the risk of accumulating off-balance-
sheet liabilities that may become difficult to regularize.

Furthermore, TTFAC advises that all TTF distributions be transferred directly into the CIF, unless
the Government intends to re-invest the proceeds. In such cases, the re-invested amount
should be formally appropriated and recorded as Tuvalu’s additional contribution to the TTF,
thereby maintaining transparency and budgetary discipline.

Regarding outstanding payments to the Tuvalu Development Fund (TDF) from the
Consolidated Fund (CF), the Ministry of Finance has indicated that reconciliation of the TDF
account is a necessary precondition before any residual balances can be paid from the CF.
TTFAC notes that the Secretary of Finance has requested short-term technical assistance from
DFAT to complete all outstanding reconciliations, including for two special funds the Minister
of Finance now proposes to close. The closure of special funds is partially in response to the
limited institutional capacity within Treasury to manage and reconcile multiple accounts.

8.2. Procurement

The procurement function received a ‘very high risk’ rating in the recent ANS assessment,
largely due to the high rate of exemptions granted—estimated at 70% of major procurements.
TTFAC concurs with this assessment.

Delays arising from existing procurement procedures continue to hinder implementation.
TTFAC supports expanding the use of panel contracts, building on the CPU’s experience with
Motufoua Secondary School rations. Similar arrangements could be applied to recurring
procurements such as medical supplies, travel services, and potentially building materials, with
appropriate technical guidance.

The Special Infrastructure Fund, established in 2019 to roll over unspent capital appropriations,
has underperformed after an initially promising start. Weak oversight, poor accounting
practices, and unresolved reconciliation issues have undermined its effectiveness. The Minister
has directed the fund’s closure, requiring line ministries to improve planning and align annual
budgets with procurement plans and delivery capacity. These efforts could be further
supported by the proposed 3-year budget cycle.

Earlier this year, the Chair of the Procurement Review Committee issued a circular mandating
timely submission of procurement plans for major items, with non-compliance subject to
disciplinary action—a measure TTFAC strongly supports.

To further strengthen procurement integrity, the Minister has also directed improvements to
the online bid submission and opening process to mitigate fraud risks. TTFAC endorses this
directive to improve transparency and accountability.
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8.3. Revenue Management

Domestic Tax Collection Issues: Tuvalu’s domestic tax administration faces persistent
challenges in compliance and systems. Taxpayer compliance remains weak — notably among
local companies — with many businesses filing returns late and incurring penalties, reflecting
enforcement gaps. Audit coverage and practices are limited, further constraining the Inland
Revenue Department’s ability to detect under-reporting. Compounding these issues, the
Revenue Management System (RMS) has been non-functional for over two years. The
government continues to pay for the RMS maintenance contract despite the system being
unusable, and officials have reverted to manual receipting of tax payments. Recognising these
problems, the authorities are considering a PFTAC-supported feasibility study to consider a
way forward for the revenue management system.

Customs and Broader Tax Collection Issues: Inefficiencies in border taxation and broader
collection also undermine revenue reliability and the business climate. Customs duties are a
vital income source, and the customs service uses the ASYCUDA platform to manage import
data. However, this system’s effectiveness is constrained by unstable internet connectivity,
leading to frequent operational outages (as staff note, “sunny days work fine and cloudy days
not so good”).

sunny days work fine and cloudy days not so good

While major foreign contractors in Tuvalu are generally compliant with tax and duty
obligations, there is still slippage in both customs and domestic tax collections — not all owed
revenues are being captured. These leakages erode the consistency of revenue inflows, posing
risks to fiscal planning and potentially denting private sector confidence in the predictability of
tax policy. This situation is especially concerning as Tuvalu seeks to expand its private sector,
which will depend on a stable and fair tax and customs environment for growth.

8.4. Maintenance

TTFAC has long championed a stronger approach to maintenance by the government and
donors alike. Donors have been reluctant to fund maintenance of their capital investments to
date, considering this a responsibility of government. TTFAC has previously noted the lack of
cost effectiveness of this approach, as maintenance has not been budgeted. The very high
maintenance bill of $7 million for Nivanga Ill in 2023 ultimately paid by New Zealand is an
example.
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Listing so many reforms does, however, dilute attention from key underlying reforms needed
by Tuvalu. The Finance Minister made clear to TTFAC of his desire to move away from the need
for budget support over time, through the development of the economy. This suggests to
TTFAC the reforms should be limited to supporting:

e structural change of the budget to free up funds for the government to make
investment;

e SOEs and PEs deliver a stronger backbone of services for the economy; and

e encourage the development of the private sector.
This is not to say that broader reforms (such as building standards or coconut rehabilitation)
should not be recognised for their contribution to Tuvalu meeting the requirements for budget
support of different donors. But perhaps they could be reported on in a six-monthly synthesis
report.

9.2. Adviser Fatigue, “Mission Free” Periods and Mobilisation
Timeframes

The Committee noted growing concern among senior officials about "adviser fatigue" — a
condition arising from the high volume of external advisers embedded across government,
often working on overlapping mandates with variable timeframes. While the technical support
provided by advisers is valued, the cumulative impact of constant induction, re-briefing, and
workstream co-ordination imposes a significant burden on already stretched ministries. This
results not only in duplication but also in fatigue among Tuvaluan staff tasked with managing
multiple advisors.

In response, the GoT may wish to consider re-introducing a “mission-free” period into the
national calendar — particularly during budget development — when no external missions are
accepted and overseas travel by GoT officials is restricted. This would allow government staff
to focus on critical national processes without disruption. Additionally, regular portfolio
reviews of donor programmes are proving to be a valuable tool for monitoring progress and
better understanding how various donor interventions align with one another. This approach
is complementary to — but not a substitute for — broader donor coordination mechanisms,
including the PRM.

The challenge of adviser fatigue is further compounded by the rapid turnover of technical
assistance personnel, which limits institutional memory and continuity of advice.
Simultaneously, several key reform roles remain vacant due to delays in adviser mobilisation,
undermining momentum and forcing ministries to pause processes or depend on temporary,
under-resourced arrangements. The Government is seeking greater agility and responsiveness
from development partners and, in this regard, TTFAC encourages the development of shared
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adviser pipelines, co-ordinated induction processes, and co-investment in building local
capacity to reduce long-term reliance on external assistance.

9.3. Project Management

There are several initiatives across government which require strong project management for
them to deliver benefits in a timely manner. TTFAC supports the consideration of a dedicated
Special Projects Team within government to drive the planning and implementation of high-
impact initiatives. This team would operate as a centre of excellence, bringing together skilled
financial analysts and experienced project managers to deliver targeted, time-bound projects
aligned with national priorities. The intent is to strengthen in-house capacity to design and
execute complex government reforms efficiently, particularly where cross-ministry
coordination and rigorous financial oversight are required.

Initial priorities for this team could include key digital transformation projects such as
upgrading Financial Management Information Systems (FMIS), improving integration across
government data platforms, and developing a comprehensive database for the Tuvalu
Overseas Medical Referral Scheme (TOMRS). By embedding financial and project management
expertise into the design and rollout phases, the government can improve cost control,
enhance transparency, and ensure long-term sustainability of public investments. This team
would also serve as a crucial link between strategic planning and on-the-ground delivery,
providing critical capacity where and when needed.
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Ministry of Finance and Economic Development - Department of Treasury - Government
Accountant
Ministry of Home Affairs, Climate Change & Environment - Permanent Secretary

National Bank of Tuvalu - Finance Manager

Ministry of Public Works, Infrastructure Development and Water Public Works
Department - Director of Public Works

Ministry of Finance and Economic Development Department of Budget & Planning —
Sector Economist

Ministry of Finance and Economic Development Department of Budget & Planning —
Sector Economist

Ministry of Finance and Economic Development - Department of Procurement - Director

Ministry of Health and Social Welfare - Acting Secretary

Ministry of Finance and Economic Development Department of Budget & Planning —
Sector Economist

Ministry of Finance and Economic Development - Department of Treasury - Financial
Reporting Team Manager

Ministry of Home Affairs, Climate Change & Environment Home Affairs Department,
Director of Rural Development

Ministry of Transport, Energy, Communications and Innovation - Permanent Secretary

Ministry of Finance and Economic Development Department of Budget & Planning —
Sector Economist
Ministry of Finance and Economic Development - Assistant Secretary

Ministry of Finance and Economic Development Department of Inland Revenue &
Customs - Customs Officer
Ministry of Health and Social Welfare — TOMRS Coordinator

Ministry of Finance and Economic Development Department of Budget & Planning —
Acting Director

Canwell Pacific Maritime Pty Ltd - Maritime Consultant to Ministry of Transport, Energy,
Communications and Innovation

Office of the Prime Minister - Secretary to Government

Tuvalu Broadcasting Corporation - Chief Executive Officer
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MTECI Ministry of Transport, Energy, Communications and Innovation
M&E Monitoring and evaluation

NBT National Bank of Tuvalu

NPF National Provident Fund

OIS Outer islands (refers to islands outside of Fongafale)
OPM Office of the Prime Minister

PE Public Enterprise

PEFA Public Expenditure and Financial Accountability
PERMU Public Enterprise Reform Monitoring Unit

PFM Public Financial Management

PFTAC Pacific Financial Technical Assistance Centre

PMU Project Management Unit

PRM Policy Reform Matrix

PSC Public Service Commission

PWD Public Works Department

RMS Revenue Management System

SOE State Owned Enterprises

SPREP Secretariat of the Pacific Regional Environment Programme
TA Technical Adviser/technical advice or technical assistance
TAPQE Tuvalu Australia Partnership for Quality Education
TCAP Tuvalu Coastal Adaptation Project

TCT Tuvalu Consumption Tax

TEC Tuvalu Energy Corporation

TDF Tuvalu Development Fund

TOMRS Tuvalu Overseas Medical Referral Scheme

ToR Terms of Reference

TTC Tuvalu Telecom Corporation

TTF Tuvalu Trust Fund

TTFAC Tuvalu Trust Fund Advisory Committee

TulLeP Tuvalu Learning Program

TVBC Tuvalu Broadcasting Corporation

UN United Nations

UNDP United Nations Development Programme
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USAid United States Agency for International Development
VDS Vessel Days Scheme

WASH Water, Sanitation and Hygiene

WB World Bank

WHO World Health Organisation
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