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ACRONYMS USED IN REPORT

e  ADB - Asian Development Bank

e CARICOM - The Caribbean Community

e  Cl—_Conservation International

e  CNMI - Commonwealth of the Northern Marianas Islands

. CPI — Consumer Price Index

e CROP - Council of Regional Organisations of the Pacific

e CSR - Corporate Social Responsibility

. CTF — Conservation Trust Funds

e CTl-The Coral Triangle Initiative

e  DEFRA —Department for Environment, Food and Rural Affairs (of the UK Government)
e  EDF - European Development Fund of the European Union

. EU — European Union

e  FCDO - Foreign, Commonwealth and Development Office (of the UK Government)
. FICs — Forum Island Countries

e  FSM — Federated States of Micronesia

e  FFA — Pacific Islands Forum Fisheries Agency

e  FMIS - Financial Management Information System

e  GEF - Global Environment Facility

e IBRD —International Bank for Reconstruction and Development

e  ICT - Information and Communication Technology

e IDA —International Development Association

e  JICA —Japan International Cooperation Agency

e  LDC- Least Developed Countries

e MCs—Member Contribution

. MRC — Mekong River Commission

. MPA — Marine Protected Area

e NDICI - Neighbourhood, Development, and International Cooperation Instrument of the European Union
. NGOs — Non-Governmental Organisations

e  ODA - Official Development Assistance

e  OECD - Organisation for Economic Cooperation and Development

e ODFIs — Other Donor Fund Income

e Ols—0Other Income

e  PICs — Pacific Island Countries

e PICTs — Pacific Islands Countries and Territories

e PIFS — Pacific Islands Forum Secretariat

e  PIPA—Phoenix Island Protected Area

e PIRT —Pacific Islands Roundtable on Nature Conservation

. PMCs — Programme Management Charges

. PRISMSS — Pacific Regional Invasive Species Management Support Service
e RMI - Republic of the Marshall Islands

e  PROP — Pacific Regional Oceanscape Program

e  SIDS —Small Island Developing States

e  SLT —Senior Leadership Team

e  SPREP —Secretariat of the Pacific Regional Environment Programme

e SPC-—Secretariat of the Pacific Community

e  TNC-The Nature Conservancy

e  USAID - US Agency for International Development (Development Assistance Agency of the US Government)
e  WB - World Bank

e  WCS - Wildlife Conservation Society
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Executive Summary

Section 1 - Introduction

The need for sustainable funding continues to be a key challenge for SPREP that requires immediate
focus. Organisational Goal 3 of the Strategic Plan is that: “SPREP has a reliable and sustainable funding
base to achieve environmental outcomes for the benefit of the Pacific Islands region and manages its
programs and operations to stay within its budget”. SPREP’s budget has increased from US$19 million
in 2013 to USS$37 million in 2023 and it is anticipated that this budget growth will continue.

Core funding income?, however, has not kept pace with SPREP’s growing project portfolio, and thus
funding for important management and administrative services within SPREP has become critically
strained. Papers for the 2023 SPREP meeting regarding the 2024-2025 budget highlight the gap of
about USS2.5million in the core budget which SPREP was unable to include in the 2024 budget due to
unsecured funding.

The 3™ SPREP Executive Board meeting in September 2022 endorsed the development of a Finance &
Resource Sustainability Strategy to provide long-term and stable funding sources for SPREP. This report
addresses the development of this Strategy and has the following objective: “To carry out a
comprehensive review of SPREP’s Core Funding Structure and develop an appropriate Finance &
Resource Sustainability Strategy to ensure the financial sustainability of SPREP in the long term through
a reliable and sustainable funding base to help achieve environmental outcomes for the benefit of the
Pacific Islands region and manage its programmes and operations to stay within its budget”.

This report examines all aspects of SPREP’s current core funding structure, identifies key issues and
challenges and outlines options to ensure long-term financial sustainability for SPREP. It comprises
Section 2 — Historical Core Fund Review; Section 3 — Donor Fund Landscape Assessment; Section 4 —
Core Fund Needs Analysis; Section 5 — Strategic Recommendations; Section 6 — Financial Sustainability
Strategy; and Section 7 — Next Steps for This Project. The approach of the Finance Review Team was
based on open, full, and comprehensive consultation with all key stakeholders relevant to the project.
All sections are based on a detailed analysis of SPREP’s financial situation by the SPREP Review Team
and perspectives provided by SPREP Members, Donors/Partners and Staff through detailed and
comprehensive interviews and surveys. The full list of those interviewed is outlined in Annex 9,
responses to the survey questions are outlined in Annex 7.

Recommendations are included in relevant sections throughout this Review Report and then are
summarised in Section 5 (Summary of Recommendations) which assigns a score from the Review
Team as to their priority (High, Medium, and Low). The implementation of the highest priority
recommendations is addressed in Section 6 (Finance and Resource Sustainability Strategy).

1 Core funding is defined as: “The income received by the organisation that is not earmarked for specific projects and can
be used to cover operational running costs of the organisation, including non-project staff, premises, utilities and ICT costs”
(from SPREP).
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Section 2 — Historical Core Fund Review

This section reviews and assesses the core funding situation of SPREP. It looks in detail at the
components of SPREP’s core funding and makes recommendations relating to each element, including
Member Contributions (Section 2.2), Programme Management Charges (Section 2.3), Other Donor
Fund Income (Section 2.4), and Other Income (Section 2.5). Key issues highlighted in the report include
the following:

Member Contributions (Section 2.2)

The approach to establishing Member Contributions is based on a multi-tiered formula established
under guidelines agreed by SPREP members in 1991. Subsequent SPREP Meetings have discussed
Member Contributions, recognized the importance of these contributions in delivering outcomes
agreed in SPREP Strategic Plans, and have recommended changes to Member Contributions. In
particular, the 28" SPREP Meeting (28 SM) in 2017 recommended, inter alia: “a 20% increase in
contributions by Members, subject to confirmation by capitals, commencing in time for the SPREP 2018
financial year”. Yet this resolution is yet to take effect for most member countries, now nearly 7 years
on. The relative contribution from members to SPREP’s total core funding has been steadily decreasing
over time, particularly with Member Contributions not keeping pace with either: (1) the increasing size
of SPREP’s programme portfolio; or (2) the increasing cost of SPREP doing business over time, as
measured by inflation.

To date, the following SPREP members have increased their contributions above the 2004 level and by
20% in line with recommendations of the 28th SPREP Meeting (28 SM) in 2017: Australia; New
Caledonia; New Zealand; Papua New Guinea; Samoa; Tuvalu. France has recently (December 2023)
advised that it will increase up to 20% their national contribution to SPREP Core budget and that this
has been approved at “a political level”.

SPREP Member Contributions are compared to a number of comparable organisations, including SPC,
PIFS and FFA in Table 1 of the report. This shows that SPC has nearly 10 times the Member
Contributions of SPREP and PIFS has about double. Further SPREP has the lowest relative Member
Contribution to core funding of any comparable organisations researched. This leads to SPREP having
a less stable core funding base than other similar organisations. SPC has a contribution of 47%, giving
it a much more stable funding base to rely upon each year.

SPREP has some long-standing arrears. The 2017 Independent Corporate Review noted that, unlike
either PIFS or SPC, or indeed any major multilateral organisation, there has been no consequences for
late or non-payment of membership fees. SPC has in place clear policies for those members with
contributions in arrears and these are outlined in this report.

Perspectives from SPREP Members and the SLT on SPREP’s Membership Contributions were provided
during interviews and the survey conducted for this review. These included: (a) a recognition that
current membership fees are low and have remained unchanged for the last 20 years. This is
recognized as a major constraint to the effective operation of SPREP, particularly in relation to the
delivery of core support services to SPREP Members and the secretariat; (b) that membership fees
represent a statement of members’ investment in SPREP and that they have a level of ownership in
the organisation; (c) that previous SPREP Meeting decisions regarding membership fees; and (d) that

Page 7



SPREP could explore different categories of membership, such as Associate Members or Permanent
Observers.

This section of the report concludes that an adequate level of Member Contributions is essential for
SPREP’s future viability. SPREP Membership Contributions lag far behind other comparable CROPs and
have remained unchanged for the last 20 years. Membership Contributions are also a key indicator of
the level of ownership of Members in the organisation reflecting the buy-in by members to SPREP and
its mandate in the region. The report includes recommendations regarding: (a) the development of a
policy on Membership Contributions; (b) communication of the benefits of SPREP and its programmes
for PICTs; (c) the issue of non-payment of membership fees in Guam and CNMI; and (d) exploring
different categories of SPREP Membership such as Associate Members.

Programme Management Charges (Section 2.3)

This section focuses on the issues and trends of Programme Management Charges and Cost Recovery.
Programme Management Charges have been relatively constant in terms of contribution to SPREP’s
core funding over the period 2013-2022. Programme Management Charges are released as income
once specific programme deliverables have been met, for the majority of funding. The analysis shows
that SPREP is more reliant on Programme Management Charges than other organisations, and this
leaves it exposed to shortfalls should delivery of projects be disrupted or delayed.

Programme Management Charges vary significantly by donor and even by project, ranging from 2% to
16%, with an average around 8.3%. This average is well short of SPREP’s ideal 12% to 15% target range.
Table 2 of this report shows the top 20 SPREP donors over the period 2013-2022 and their average
Programme Management Charges.

Whilst SPREP’s Cost Recovery rate has been steadily increasing (3.4% in 2022), it is very low compared
to SPC’s at 9.2% and PIFS’ at 12.5%. Addressing this has the potential to make a significant difference
to SPREP’s core funding requirements. If, in the 2022 year, SPREP had achieved the best practice rate
of Cost Recovery that PIFS was able to achieve (12.5%), it would have recovered nearly US$2.4m which
is almost a US$1.8m difference to the actual recovery of US$0.65m.

Perspectives from SPREP Members and the SLT on Programme Management Charges were provided
during interviews and the survey conducted for this review. Comments included: (a) that funding from
projects form the dominant part of SPREP’s overall budget and SPREP is dependent on Program
Management Fees; (b) that previous SPREP Meetings have agreed a policy for programme fees (12%
for Members and 15% for Non-Members), however, programme management fees paid by donors are
much lower than SPREP’s policy and ideally should be increased; (c) SPREP should be more proactive
when discussing this subject with donors and that forums such as the “Donor and Partner Dialogue”
held prior to the 2023 SPREP Meeting would assist this process; (d) that SPREP should explore flexible
ways of including traditional core costs, such as recruitment and procurement, within donor project’s
budget line items, while not incurring ineligible expenditure; (e) that there should be a consistent
CROP-wide approach to Programme Management Fees.

This section of the report reviewed SPREP’s experience with the EU, GEF and GCF. The EU is SPREP’s
largest donor, providing USS27.7 million to SPREP for the implementation of relevant projects, over
the 2013 to 2022 period. Support from the EU to SPREP has increased significantly over the last 10
years, and this rate of increase is anticipated to continue in the future. The EU has a strict 7% program
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fee, although experience has shown some flexibility regarding options for cost recovery. International
Funding Instruments, such as Global Environment Facility (GEF), the Green Climate Fund (GCF) and
the Adaptation Fund have been very useful in supporting environmental and climate change projects
in the Pacific region. SPREP should make full use of the opportunities provided through the GEF and
GCF to support programme delivery.

This section of the report concludes that SPREP’s policy on Programme Management Charges (12%
for Members, 15% for non-members) is not being achieved, with the average rate for SPREP’s PMCs
ranging from 2% to 16%, with an average of around 8.3%. This means that SPREP operates some
projects at a deficit, putting strain on the organisation’s ability to manage its overall portfolio
effectively. This section of the report includes recommendations regarding: (a) updating its policy on
PMCs with the rationale for this policy being clearly communicated to donors; (b) reviewing cost
recovery practices as a priority, with the aim of increasing the rates of cost recovery to those currently
achieved by SPC and PIFS; (c) ensuring effective consultation with donors at an early stage of project
planning and preparation and that all relevant costs, including core costs, are considered, and factored
into project budget; (d) strengthening internal capacity for dealing with multilateral funding agencies.

This section of the report notes there is currently no consistent CROP-wide approach to addressing
administrative fees received by donors and suggests SPREP should consult and cooperate with other
CROP agencies to ensure the sharing of information and to work towards a consistent CROP wide
approach to Programme Management Charges. There could also be opportunities to look across
CROPs at issues such as harmonisation of services and whether there are cost efficiencies in merging
back-office functions across CROPs.

Other Donor Fund Income (Section 2.4)

Other Donor Fund Income is largely through Framework Agreements with SPREP Metropolitan
members. It is an important source of Core Income, as it is both unrestricted and reliable and has in
part helped to cover the shortfall created by Member Contributions not keeping pace with SPREP’s
rising organisational costs. The majority of this income has come from Australia and New Zealand, as
shown in Figure 10 of this report. Whilst SPREP has seen a steady increase in Other Donor Fund Income
over the past 10 years, it still lags behind PIFS, which has grown from USS400k in 2013 to nearly USS6m
in 2022. Given SPREP’s reliance upon this funding, as indicated in Figure 8 of this report, this lack of
funder diversification is a clear risk for SPREP.

Perspectives from SPREP Members and the SLT on Programme Management Charges were provided
during interviews and the survey conducted for this review. Comments included: (a) that other
Metropolitan Members of SPREP (US, France, and UK) should be encouraged to develop similar
Framework Agreements to support the effective function and core resourcing of SPREP; (b) All
Metropolitan Members of SPREP either have or are developing major initiatives and programmes
which have a high correlation with the mandate of SPREP and these are outlined in this Section of the
report. These include, but are not limited to, the UK Blue Planet Fund, the recently announced support
from the French Government for climate change and ocean conservation and relevant aspects of the
US National Strategy dedicated to the Pacific Islands, announced by the US President in 2022. SPREP
should work more closely with all Metropolitan Members on areas where programmatic priorities
coincide.
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This section of the report includes recommendations regarding: (a) encouraging all Metropolitan
Members to develop Framework Agreements, or equivalent, with SPREP, along the lines of existing
Framework Agreements with Australia and New Zealand; (b) engaging with all Metropolitan Members
with a view of becoming a “partner of choice” in relation to their initiatives and programmes where
they overlap with SPREP's mandate; (c) exploring new partnerships with other donor partners and
non-traditional donors with programmes in areas of SPREP’s mandate; (d) employing a person(s)
specifically charged with fundraising for the organisation; and (e) developing and implementing a
comprehensive fundraising strategy that considers all options, raised in this report.

Other Income (Section 2.5)

For SPREP, Other Income largely consists of income from office rent, travel and other recoveries, and
other miscellaneous income. This has made a small, but relatively stable contribution to SPREP’s core
funding, as shown in Figure 11 of this report. This section outlines Other Income raised by FFA, SPC
and PIFS and discusses the relevance of this income source for SPREP. There are a number of examples
of social enterprises being run within SPC, where surpluses earned can be used directly by the core
operations with no restrictions.

Perspectives from SPREP Members and the SLT on Other Income were provided during interviews and
the survey conducted for this review. Comments included: (a) that SPREP should explore options for
funding from a range of non-traditional donors, including Foundations, Trust Funds, Charitable
Organisations, the Private Sector, and other sources. These are discussed in this section of the report
and in section 3 of the report; (b) that SPREP should continue to review all options for cost saving and
revenue in the Secretariat, including the use of core funds for travel, and options for internal revenue
generation; (c) that the existing positive partnership between SPREP Finance and technical staff should
also be continued and expanded and finance staff must be fully involved at the start of projects and
program planning and design; (d) that SPREP’s finance and administrative systems need to be
continually improved, streamlined, and linked better internally.

This section of the report includes recommendations regarding: (a) considering all options for
increasing revenue from other sources; (b) continuing to support technical and project staff in financial
“literacy” via training where needed and provision of systems, processes, and tools to ensure staff are
able to manage the relevant financial aspects of projects; (c) considering all options for internal
reduction of costs within the organisation; (d) continued improvement of SPREP’s internal financial
and HR management systems alongside the SPREP Integrated Enterprise Management System.

Section 3 — Donor Fund Landscape

This section presents information on the donor funding landscape for areas of relevance to SPREP. It
looks in detail at four areas: Official Development Assistance Funding (Section 3.1); Philanthropic
Funding (Section 3.2); Perspectives from public fund and philanthropic organisations (Section 3.3);
and Innovative Financing Mechanisms (Section 3.4)

Official Development Assistance Funding (Section 3.1)

The OECD’s Creditor Reporting System shows funding provided for Global Environmental Objectives,
several of which overlap with SPREP’s key goals, including Biodiversity, Climate Change Adaption,
Climate Change Mitigation and General Environment. Figure 12 in the report shows some key trends
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in environmental ODA funding over a four-year period (2018-2021). The general trend shows an
increase in ODA funding over the period for environmental causes, especially for climate change
adaptation (68%), but also for biodiversity (23%) and environment (18%). Climate change mitigation
has seen a decrease in ODA funding over the period (19%), perhaps as a shift in focus from mitigation
to adaptation. Climate Change Adaptation represents the largest proportion of ODA funding in
Oceania, highlighting the critical importance of this issue and that climate change is the strongest
value proposition for ODA partners working in the region.

Table 7 in the report shows the top ODA funders of environmental causes in the Oceania region for
the four-year period between 2018-2021, with Australia, the EU, and New Zealand at the top of the
list. The focus for SPREP could be on approaching those in the next tier down, such as Japan, US,
Korea, Germany, and France, given these countries have a track record of providing funding in
Oceania for SPREP’s aligned goals, but Oceania only represents a very small proportion of their
overall ODA spending for these environmental areas.

Philanthropic Funding (Section 3.2)

This section presents information on philanthropic sources of funding, relevant to SPREP’s objectives,
particularly on Climate Change Resilience and Ocean Ecosystems. Total global funding for climate
change from philanthropic sources was nearly USS3.1b in 2021 with funding for this area growing at
a faster rate than ODA; more than doubling over the past 5 years, compared to only 25% growth for
ODA. A significant proportion of total ODA climate change funding is for adaptation, accounting for
USS$22.9b in spending in 2021 (66%) (Climate Works, 2022).

This section outlines the major philanthropic organisations funding climate change adaption and
resilience, with the top 5 funders (in order, by volume of funding) being: The Ballmer Group, Bezos
Earth Fund, Crankstart Foundation, Bill & Melinda Gates Foundation, and The William and Flora
Hewlett Foundation (Inside Philanthropy, 2022).

Total grants from philanthropic sources for marine conservation have roughly doubled over the decade
from 2010-2019, with over USS7 billion, which is roughly comparable to funding from ODA sources.
Oceania received only 0.66% (US$48m) of the global philanthropic funding, but more than 12%
(USS900m) of the global ODA funding for marine ecosystems. On one hand, this highlights the difficulty
in securing philanthropic funding for ocean ecosystems in the Pacific. On the other, it underpins the
opportunity for SPREP given its key role in ocean and marine conservation, particularly if it can clearly
articulate and promote its value proposition in ocean conservation to relevant donors. Ocean climate
is considered an emerging area of ocean-focused grant making, growing from US$3.6m in 2010 to
nearly USS50m in 2020 (Our Shared Seas, 2021).

The top 20 marine philanthropic funders over the decade from 2010-2019 are shown in Figure 16 of
the report. The top 5 funders (in order, by volume of funding) being: The David and Lucile Packard
Foundation, the Nippon Foundation, the Gordon and Betty Moore Foundation, the Walton Family
Foundation, and Novamedia/Postcode Lotteries (Our Shared Seas, 2021). A number of recent
developments include reports that the Packard Foundation, a traditional funder of biodiversity
conservation and a previous supporter of SPREP, might be moving back into the region. It is also noted
that in 2022, Bloomberg Philanthropies announced an investment into the Bloomberg Ocean Initiative
of some US$204m and that there has also been a recent announcement of funding from the Bezos
Earth Fund, including a significant pledge to support environmental and conservation initiatives in the
Pacific.
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Perspectives from public fund and philanthropic organisations (Section 3.3)

This section provides detailed information on funding provided through: (a) Bilateral Donors — both
Metropolitan SPREP Members and non-Members of SPREP; and (b) Multilateral donors.

This section outlines a number of recent initiatives of SPREP Metropolitan Members, and the relevance
and opportunities of these initiatives for SPREP. These include the United Kingdom’s Blue Planet Fund,
the recently announced support from the French Government for climate change and ocean
conservation, and the announcement by the US President in 2022 of the first-ever national strategy
from the U.S. government dedicated to the Pacific Islands, in September 2022. This strategy includes
key elements relating to “Combating the Climate Crisis and Build Climate Resilience in the Pacific”.
Australia and New Zealand all support and promote sustainable development, including through
protection of the environment and addressing impacts of climate change. Both prioritise and focus
their ODA within the Pacific region. Both have framework agreements with SPREP which address areas
of mutual interest. This section suggests that SPREP should engage with its Metropolitan Members
with a view of becoming a “partner of choice” in relation to their initiatives and programmes where
they relate to SPREP’s regional and national mandates.

SPREP has implemented several programmes with other Bilateral Donors, including the Government
of Japan through support from JICA for waste management programmes. SPREP also receives
significant support from the Government of China which is in fact flexible funding and not linked to
specific project outcomes. There are also other options from bilateral support from other countries
including from Arab Gulf States and the Government of Korea. SPREP should consider partnerships
and joint programmes with other bilateral donors where these donors have programmes/ODA which
links with and supports the SPREP mandate as outlined in the Strategic Plan. Where possible, such
partnership should build on and expand on existing joint work, such as cooperation with JICA on waste
management.

This section of the report also reviews and assesses SPREP’s involvement with multilateral donors,
including the EU, the World Bank and the GEF. It notes that the EU is SPREP’s largest donor and is thus
very important. Support from the EU has increased significantly over the last 10 years, and this rate of
increase is anticipated to continue in the future. Although the EU appears inflexible with their 7%
programme fee, as previously noted, the EU has shown that they are willing to be “flexible” regarding
options for cost recovery. In general, the EU is strict about their direct costs (7%) but show flexibility
about supporting traditional core costs within other budget lines as long as this is fully justified in
terms of relevance to project outcomes and as long as such expenditure does not fall within the EU
definition of “ineligible expenditure”. However, it is important that there is full and open consultation
with relevant staff at the EU and that this consultation occur at an early stage of any project planning
and preparation. Future assistance to the Pacific region from the EU will be delivered through EU
Neighbourhood, Development, and International Cooperation Instrument (NDICI) Programme. The
NDICI has a strong emphasis on aligned areas to SPREP’s including climate resilience, biodiversity,
waste management and ecosystem-based adaptation. It is important that SPREP focuses its future
funding requests to the EU in areas of overlap between SPREP strategic priorities and the
corresponding NDICI areas.

The World Bank (WB) is a relatively new partner for SPREP. Discussions are currently underway

regarding cooperation on plastic pollution in the Pacific region. It is anticipated the programme
currently under discussion with SPREP could support regional interventions related to plastic, such as
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those supporting regional standards and PIC involvement with the new international binding
instrument for plastic pollution, as well as focused national projects to reduce plastic pollution.

It is anticipated that WB-SPREP cooperation will initially focus on waste and pollution with the
potential to broaden cooperation to other areas. It is noted that there is also on-going cooperation
between the WB Sydney Office and SPREP in relation to social and environmental safeguards, linked
to the work of SPREP’s Environmental Monitoring and Governance Division. There are a number of
other options for future WB-SPREP cooperation including Marine Spatial Planning, Nature-based
Solutions in PICs and financing options for nature. These are outlined in this section of the report.

The Global Environment Facility (GEF) has had a long involvement with PICs and SPREP, having an active
programme in the Pacific for more than 30 years, with 14 PICs eligible to access GEF resources. There
have been a number of recent GEF initiatives relevant to the Pacific region including the allocation of
USS$125 million through Star GEF 8 for ocean conservation as part of the initiative by Pacific Leaders
“Unlocking Blue Pacific Prosperity,” which aims to revitalize the Blue Pacific continent. Also, the GEF
Blue-Green Islands Program is of particular relevance for PICs and SPREP. SPREP should make full use
of the opportunities provided through the GEF, such as the GEF STAR allocation, as well as through
other international financing instruments such as the GCF. A number of options for expanding SPREP’s
cooperation with the GEF are outlined. This section of the report recommends that SPREP should
continue and expand its cooperation with Bilateral and Multilateral donors, including, but not limited
to, the European Union, the World Bank, the GEF and the GCF, taking note of issues and opportunities
raised in Section 3.3 of this report.

Innovative Financing Mechanisms (Section 3.4)

This section of the report reviews additional innovative financing mechanisms with potential
application for SPREP, using a framework from the Conservation Finance Alliance (2020) as a baseline.
Each mechanism was considered against criteria tailored to SPREP’s circumstances to assess its
suitability in contributing to SPREP’s Core Fund. The results of this analysis are outlined in Table 8 of
this section of the report.

Many of these financing mechanisms were deemed inappropriate for funding SPREP core operations,
though there were several mechanisms that were considered worthy of investigating further for
SPREP’s consideration for broader financing of SPREP programmes. Those mechanisms were explored
further in this report, noting that private and corporate philanthropy and Corporate Social
Responsibility (CSR) perhaps offering the best fit for SPREP, noting that additional work is required to
determine feasibility. Nature-based financing mechanisms such as conservation trusts, offsets, credits,
and green bonds are all growing in importance, but are typically used to fund projects, not core
operations. Social Enterprise is also a potential option, but this often carries a high degree of
uncertainty and risk, as well as a significant upfront investment in feasibility studies and capital costs.
They also require unique entrepreneurial capabilities, with quite different focuses compared to
SPREP’s existing mandate.

Additional non-traditional financing approaches should be viewed realistically. Most are programmatic
focused and will require the development of new programme workstreams. It is possible that within
some of these additional finance streams some component could be earmarked for funding core
SPREP costs, however, it will need to be in line with respective financing terms and guidelines and is
unlikely to be significant and will ultimately bring with it new organisational roles and responsibilities.
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This section of the report recommends that SPREP should consider the application of non-traditional
financing approaches, however analysis and interviews with donors suggest that these are likely to
have more applicability to programmatic funding than for SPREP’s core funding and should therefore
be prioritised accordingly.

Section 4 — Core Fund Needs Analysis

This section reviews and assesses the core funding requirements of SPREP through a detailed analysis
of SPREP budgets and trends.

Historical Organisational Costs (Section 4.1)

SPREP’s Core operational costs, reported as ‘Executive Management & Corporate Services’, are largely
constrained by the budget made available by core fund income earned in each financial year. As noted
in the report SPREP is still reliant on a significant proportion of funding coming from Programme
Management Charges, which regularly leads to the issue of not having enough funds being available
in-year to fund the full budgeted amount of operational costs. Figure 17 of the report shows the
difference between trend lines for budgeted operational costs vs actual costs, with every year since
2016 showing a deficit in actuals vs budget. This highlights that the deficit in Programme Management
Charges contributes significantly to the in-year shortfalls in funds available for Core operational
budget.This section concludes that SPREP’s actual income has consistently been well below forecasted
income, most of which is due to Programme Management Charges. In fact, since 2018, actual income
has fallen short of budgeted income by an average of over US$700k, or 13%. This section of the report
recommends that SPREP should plan for some contingency in its forecast budgeting in order to allow
for unforeseen shortfalls in certain income streams (particularly for Programme Management
Charges). Any surpluses achieved from year to year can then be used to build SPREP’s reserves to allow
for contingencies in future years.

Projected Organisational Costs (Section 4.2)

Organisational costs are difficult to forecast, given the way they are typically budgeted for. There is
typically a shortfall for budget allocations available compared to the ideal budget for optimal operating
levels. Further to this, the Programme Management Charges shortfalls that consistently occur each
year have significant consequences, often leading to significant operational impacts, including freezes
on hiring planned staff; over-stretched staff that are trying to cover for roles that cannot be filled; and
reduced operational budgets. Figure 19 in this section of the report projects organisational costs
through to the year 2030. There are four scenarios presented on the graph: (a) Actuals; (b) Approved
budget; (c) Optimal Budget 1; and (d) Optimal budget 2.

Table 9 summarises the projected organisational requirements for 2024-2030. The aim of these

projections is to try to ascertain the true organisational requirements (not just those constrained by
projected income) for the years 2024-2030.
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Section 5 — Summary of Recommendations

This section outlines the 24 recommendations in this report and provides: (a) Reference to the section
number in the text; (b) The view of the Review Team on the priority of the recommendation with:
(High) being the highest priority; (Medium) having medium level priority; and (Low) having lower
priority; (c) A suggested lead for each recommendation. These recommendations are included in
relevant sections throughout this Review Report and are summarised in this section.

The table outlined in this section provides the framework for the road map for implementation of this
Review, with recommendations denoted as High Priority having the highest priority for attention and
implementation. The allocation of priorities (High, Medium, or Low) is based on the professional
judgement of the Review Team in light of specific criteria outlined in this section.

Suggested implementation considerations for the highest priority recommendations is addressed in
Section 6 (Finance and Resource Sustainability Strategy). The Review recommends that the
recommendations of this report be considered by the SPREP Executive Board and the SPREP Meeting.
Itis noted that funding implications for some of the recommendations will have to be reviewed closely
by the existing SPREP Member Working Group. The Review further recommends that the oversight of
the implementation of these recommendations be undertaken by a core group comprising relevant
SPREP staff and representatives of SPREP Members. The SPREP Secretariat should report on progress
on implementation of these recommendations at subsequent SPREP Meetings.

The Review Team notes the implementation of the Finance and Resource Sustainability Strategy must
be closely linked with the preparation of the next Strategic Plan of SPREP, noting that the current

Strategic Plan will conclude in 2026.

The recommendations are summarised below.

Summary of Recommendations

(1) SPREP should explore and apply a full range of approaches towards setting up its Core Budget for long-term
financial sustainability, including but not limited to: (a) Enhancements to existing sources of income; (b) Exploration
of new sources of income; (c) Assessment of ways to improve cost efficiencies.

(2) SPREP should consider Core Funding within the context of effectively delivering services and advice to SPREP
PICT Members in the areas of SPREP’s mandate.

(3) SPREP should ensure the decision of the 28th SPREP Meeting (285M) in 2017, which recommended inter alia: “a
20% increase in contributions by Members, subject to confirmation by capitals, commencing in time for the SPREP
2018 financial year”, is followed up and actioned. The SPREP Secretariat should indicate the dollar value of the 20%
increase to all SPREP Members.

(4) The SPREP Secretariat should reinstate the previous practice of sending an annual statement of SPREP's support
to each PICT to all SPREP members in order to highlight the value of services provided and SPREP’s overall value
proposition.

(5) SPREP should address the issue of non-payment of membership fees in Guam and CNMI, including through
increasing its profile and presence in the Northern Pacific subregion (particularly in Guam and CNMI), with the
Director General, SLT Members and the new Subregion Director for the Northern Pacific to play key roles in these
efforts.

(6) SPREP should explore different categories of SPREP membership, including, but not limited to, Associate
Members and Permanent Observers, with the aim of expanding and improving partnerships with SPREP to address
environmental issues in the region.

(7) SPREP should develop a policy on Membership Contributions, which could include, but not be limited to:
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a) Developing target thresholds for Membership Contributions to achieve equity and ownership, including a target
for Membership Contributions to make up at least 50% of SPREP’s total Core Funding annually, with consideration
given to how this can be achieved over time.

b) Developing an agreed long-term review mechanism to ensure SPREP membership fees move in accordance with
costs of doing business and organisational growth, whilst being mindful of economic conditions for different member
countries.

c) Developing a mechanism for equitably dealing with non-payment of contributions and arrears, noting that SPREP,
unlike PIFS or SPC, or any other major multilateral organisation, is unique in having no consequences for late or
nonpayment of membership fees. The recommendation of the 2017 SPREP Independent Corporate Review addressing
this issue should be applied, specifically that SPREP’s Financial Regulations need to be amended to provide for a set
of graduated and escalating consequences for non-payment of contributions and arrears.

d) Including a specified review period for Membership Contributions.

e) Ensuring there are adequate governance processes in SPREP to ensure that membership payments and increases
are followed through.

f) Considering how to mitigate the risk of an over-reliance on significant contributions from Australia and New
Zealand.

g) Considering additional Membership Contributions towards projects (not just core), as is the case for PIFS. This could
potentially be a way to pay for projects that are of significant worth for the region but come with no management
fees for SPREP (e.g. via GEF and GCF).

h) Drawing from the experience of other organisations, including SPC and PIFS, as appropriate.

(8) SPREP should update its policy on Programme Management Charges to a fixed 15% (for both members and non-
members) and should urge all donors to apply this policy. The rationale for the SPREP policy on Programme
Management Charges needs to be clearly communicated to donors, including highlighting the cost of doing business
in the region and the consequences for SPREP’s programme delivery to PICTs if this policy is not adhered to.

SPREP should conduct an independent review into the cost of doing business in the region, to provide clear
rationale to donors for why SPREP needs to adhere to its policy of 15% for Programme Management Charges

(9) SPREP should review cost recovery practices as a priority, with the aim of increasing the rates of cost recovery to
those currently achieved by SPC and PIFS. This should draw on existing cost recovery policies of SPC and PIFS, as well
as the UN, which offer best practice guidance on this area. It should also include adequate systems and processes to
efficiently account for, monitor, and report on cost recovery within SPREP.

(10) SPREP should ensure that there is open and clear communication and consultation with donors at an early
stage of project planning and preparation and that all relevant costs, including core costs, are considered, and
factored into the budget. The Donor and Partner Dialogue, held prior to the 2023 SPREP Meeting, is a good model
for donor consultation and dialogue, and should be continued and used to provide an opportunity to openly discuss
key issues such as Programme Management Charges.

(11) SPREP should consult and cooperate with other CROP agencies to ensure sharing of information and work
towards a consistent CROP wide approach to shared challenges, such as Programme Management Charges, cost
recoveries and broader fundraising challenges.

(12) SPREP should strengthen its internal capacity for dealing with multilateral funding agencies, including through
dedicated positions for the GEF and the GCF, subject to available funding.

(13) SPREP should engage with relevant Metropolitan Members to increase the quantity and impact of climate
finance and biodiversity funding to the Pacific region, through the GCF, the GEF and the Adaptation Fund. SPREP
should engage with Members to increase the quantity and impact of climate finance and other multilateral funding
to the Pacific region, including through the GCF, the GEF and the AF.

(14) SPREP should strongly encourage Metropolitan Members (US, France, and UK) to develop Framework
Agreements, or equivalent, with SPREP, along the lines of existing Framework Agreements with Australia and New
Zealand.

(15) SPREP should engage with all Metropolitan Members with a view of becoming a “partner of choice” in relation
to their initiatives and programmes where they overlap with SPREP's mandate. These include, but are not limited to,
the UK Blue Planet Fund and the recently announced support from the French Government for climate change and
ocean conservation. SPREP should engage with all Metropolitan Members with a view of becoming a “partner of
choice” in relation to their initiatives and programmes where they overlap with SPREP's mandate. These include,
but are not limited to, the UK Blue Planet Fund, the recently announced support from the French Government for
climate change and ocean conservation and relevant aspects of the US National Strategy dedicated to the Pacific
Islands, announced by President Biden in September 2022.

(16) SPREP should employ a person(s) specifically charged with fundraising for the organisation.
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(17) SPREP should develop and implement a comprehensive fundraising strategy that considers all options, raised in
this report including but not limited to (in likelihood priority order):

a) Additional Bilateral Donors: Funding partnerships with other bilateral donors where these donors have programmes
that link with and support SPREP's mandate. This could include, but not be limited to, the Governments of Japan,
Germany, relevant Arab States, China and Korea.

b) Philanthropic Organisations: A targeted strategy of securing philanthropic funding, focused on those with strong
alignment to SPREP's mandate and with significant funding volume.

c) Private Sector: A targeted strategy of securing non-traditional and innovative sources of funding, including, but not
limited to, corporate philanthropy and CSR from private organisations with strong alignment to SPREP’s mandate.

d) Innovative Sources: Potential consideration to more innovative sources, such as bonds, credits, offsets, and trust
funds, especially if developing a large-scale environmental programme with clear topical thematic outcomes.

(18) SPREP should consider all options for increasing revenue from other sources, including but not limited to:

a) SPREP should consider the opportunity to invest funds received in advance into term deposits to earn interest, as
SPC and FFA do currently. This would require careful review of donor agreements to ensure permissibility and a
review of potential investment partners that maximize interest but minimize risk.

b) Exploring options for social enterprises, providing they are aligned to SPREP’s values and can be managed
sustainably.

c) Increasing power generated from solar panels at the SPREP compound and selling it to the EPC (Samoa’s Electricity
Power Corporation).

d) Reviewing rentals paid by organisations co-located at SPREP, both in SPREP Offices in Samoa and also in other
PICTs.

e) Encouraging other relevant organisations to co-locate at SPREP to further increase rental incomes.

(19) SPREP’s Finance Team should continue to support technical and project staff in financial “literacy” via training
where needed and provision of systems, processes, and tools to ensure staff are able to manage the relevant
financial aspects of projects (in particular budget planning and cost recovery).

(20) SPREP should consider all options for internal reduction of costs within the organisation, including but limited to:
a) Ensuring the availability of funds to enable travel for non-project funded activities relating to meet other technical,
policy and capacity building advisory commitments and to participate in workshops and meetings that are SPREP core
business.

b) Encouraging increased use of electronic communications wherever possible.

c) Consider options for reducing consultant fees and undertaking some of this work in house.

d) Undertaking an internal review of expenses currently paid for by Core Funds that could be reduced or even
eliminated.

e) Exploring options for commercial partnerships to identify areas where in-kind or low-cost services can be
provided by the Private Sector via CSR programmes.

(21) SPREP’s Financial and HR management systems alongside the full Integrated Enterprise Management System of
SPREP should be improved to better meet the current and future needs of SPREP.

(22) SPREP should continue and expand its cooperation with Bilateral and Multilateral donors, including, but not
limited to, the European Union, the World Bank, the GEF and the GCF, taking note of issues and opportunities
raised in Section 3.3 of this report.

(23) SPREP should consider the application of non-traditional financing approaches, however analysis and
interviews with donors suggest that these are likely to have more applicability to programmatic funding than for
SPREP’s core funding and should therefore be prioritised accordingly.

(24) SPREP should plan for some contingency in its budget forecasting in order to allow for unforeseen shortfalls in
certain income streams (particularly for Programme Management Charges, which is frequently below budgeted
levels). Any surpluses achieved from year to year can then be used to build SPREP’s reserves to allow for
contingencies in future years. Funding for such contingency would be achievable if the recommendations in this
report are implemented. This is further elaborated in the Road Map for this project, specifically Section 6.4 on
implementation of High Priority Recommendations.
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Section 6 — Finance and Resource Sustainability Strategy
This section of the Report outlines a draft SPREP Finance Sustainability Strategy. This draft has been
informed by the preceding sections in this report and the recommendations outlined in Section 5, and

guided by a number of principles:

Guiding Principles (Section 6.1)

The principles which have guided the draft SPREP Finance Sustainability Strategy are outlined in this
Section of the Report.

SPREP’s Value Proposition (Section 6.2)

SPREP is uniquely structured and positioned to support PICTs plan and implement environmental
programmes. There are several important areas of the SPREP value proposition which underline the
unique value and attributes of SPREP. These are outlined in this Section of the Report.

Strategic Goals (Section 6.3)

The strategic goals of this Sustainable Financing Strategy are aligned with Organisational Goal 3 of the
Strategic Plan, which is that: “SPREP has a reliable and sustainable funding base to achieve
environmental outcomes for the benefit of the Pacific Islands region and manages its programs and
operations to stay within its budget”. The objectives of Organisational Goal 3 are outlined in this
Section of the Report.

Implementation of High Priority Recommendations (Section 6.4)

The below section outlines several key recommendations that, if implemented successfully, will help
SPREP take significant strides towards achieving a balanced and sustainable budget. These correspond
to the High Priority Recommendations outlined in Section 5. The key recommendations are:

e Priority Recommendation 1: Follow up the 20% Membership Contributions increase agreed in
2017 (based on Recommendation 3).

e Priority Recommendation 2: Complete a comprehensive review of membership fees and
introduce a new membership framework (based on Recommendation 7).

e Priority Recommendation 3: Update SPREP’s policy on Programme Management Charges to
be a fixed 15% for both members and non-members (based on Recommendation 8).

e Priority Recommendation 4: Develop and implement a comprehensive cost recovery policy
(based on Recommendation 9).

e Priority Recommendation 5: Develop and implement a strategy for securing additional flexible
donor funding, including new framework agreements with metro members. (based on
Recommendations 14 and 17).

e Priority Recommendation 6: Build contingency into budget forecasting to allow for unforeseen
shortfalls (based on Recommendation 24).

e Priority Recommendation 7: Recruitment of a fundraising position at SPREP (based on
Recommendation 16).

e Priority Recommendation 8: Improvement of SPREP’s Financial and HR management systems
(based on Recommendation 21).
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Each of these key recommendations, and their corresponding implementation considerations, is
outlined in more detail in this section of the Report. Tables 14 and 15 of the Report present two
scenarios over a six-year period to 2030 based on implementation of the priority recommendations
outlined in the preceding sections: (a) Scenario 1: Strong growth scenario; and (b) Scenario 2:
Moderate growth scenario.

Section 7 — Next steps for this project

This section of the Report outlines next steps following this report, including potential additional areas
of work, based on advice from the SPREP Secretariat.
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1. Introduction

1.1 Context

A reliable and sustainable funding base for the Secretariat of the Pacific Regional Environment
Programme (SPREP) is essential to achieving environmental outcomes and priorities for the benefit of
the Pacific Islands Countries and Territories (PICTs). These priorities are outlined in the SPREP Strategic
Plan (SP) 2017-2026% which outlines the future directions for the Secretariat to strengthen and realign
its institutional capacities, competencies, and systems to best support Members and partners. This is
to be achieved by delivering more integrated, responsive, and cost-effective services to Members and
partners. The Strategic Plan is aimed at strengthening delivery and support to PICTs and has regional
goals in four areas:

e Climate Change Resilience.

e Ecosystem and Biodiversity Protection.

e Waste Management and Pollution Control.
e Environmental Governance.

The need for sustainable funding continues to be a key challenge for SPREP that requires immediate
focus. Organisational Goal 3 of the Strategic Plan is that: “SPREP has a reliable and sustainable funding
base to achieve environmental outcomes for the benefit of the Pacific Islands region and manages its
programs and operations to stay within its budget”. The objectives of Organisational Goal 3 are:

e Objective 3.1: Achieve a balanced and sustainable budget.

e Objective 3.2: Manage funds efficiently and transparently through effective financial, risk
management, and audit systems, integrated with programme management, monitoring,
evaluation, and reporting systems.

e Objective 3.3: Build effective, strategic, long-term relationships with new and existing donors
through regular communications, including high-level discussions and meetings.

e Objective 3.4: Build the capacity of SPREP as a regional Implementing Entity for climate change
and as a conduit for other environmental funding mechanisms.

e Objective 3.5: Seek additional sources and forms of sustainable financial support.

In recent years, there has been a significant increase in SPREP’s budget and project portfolio in support
of Pacific Island member countries. SPREP’s budget has increased from US$19 million in 2013 to US$37
million in 2023 and it is anticipated that this budget growth will continue. Core funding income?,
however, has not kept pace with SPREP’s growing project portfolio, and thus funding for important
management and administrative services within SPREP has become critically strained.

2 The SPREP Strategic Plan can be downloaded from https://www.sprep.org/publications/sprep-strategic-plan-
2017-2026

3 Core funding is defined as: “The income received by the organisation that is not earmarked for specific projects
and can be used to cover operational running costs of the organisation, including non-project staff, premises,
utilities and ICT costs” (from SPREP).
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Recent SPREP Audits and Independent Corporate Reviews* have highlighted the need for the core
funding situation to be urgently addressed. Audits and Reviews have particularly noted shortfalls in
core income from project implementation via program management charges, the challenge of
unchanging levels of Membership Fees, and the critical need for restructuring of the finance and
resourcing structure for SPREP.

A breakdown of SPREP’s Core Budget for 2023 is outlined in Section 2.1 of this report. Core funding is
a critically important issue for SPREP’s future viability. Papers for the 2023 SPREP meeting regarding
the 2024-2025 budget highlight the gap of about US$2.5million in the core budget which SPREP was
unable to include in the 2024 budget due to unsecured funding. However, this is critical to enable
SPREP to fully deliver on its priorities for the 2024-2025 biennial period. This poses significant
challenges for SPREP’s longer term financial viability.

The 3™ SPREP Executive Board meeting in September 2022 endorsed the development of a Finance &
Resource Sustainability Strategy to provide long-term and stable funding sources for SPREP. The Board
requested that the strategy be designed to deliver multiple benefits that suit and serve the interests
of both SPREP and its members. Given this context, this SPREP Finance Review has the following
objective:

“To carry out a comprehensive review of SPREP’s Core Funding Structure and develop an appropriate
Finance & Resource Sustainability Strategy to ensure the financial sustainability of SPREP in the long
term through a reliable and sustainable funding base to help achieve environmental outcomes for the
benefit of the Pacific Islands region and manage its programmes and operations to stay within its
budget”.

This SPREP Finance Review has been undertaken by a three-person team: David Sheppard, Andrew
Wilson and Rhona Barr, under the umbrella of the company David Sheppard Global Environment
Consulting Pty Ltd. This review examines all aspects of SPREP’s current core funding structure,
identifies key issues and challenges and outlines options to ensure long-term financial sustainability
for SPREP.

4 The Final Report of the Third Independent Corporate Review of SPREP and Mid-Term Review of the SPREP
Strategic Plan 2017-2026 can be downloaded from https://www.sprep.org/circular/cir21108-final-report-of-the-
third-independent-corporate-review-of-sprep-and-mid-term-review-of-the-sprep-strategic-plan-2017-2026
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1.2 Scope

This report provides a detailed diagnostic analysis of the SPREP core budget and identifies key issues,
constraints, needs and opportunities relevant to the future financial strategy for SPREP°. As well as
considering funding needs and gaps, the report also considers other financial enabling conditions and
barriers, including policy, and institutional frameworks which are relevant to SPREP’s financial
management, including its core funding structure.

This report comprises the following key sections:

e Section 2 — Historical Core Fund Review

e Section 3 —Donor Fund Landscape Assessment
e Section 4 — Core Fund Needs Analysis

e Section 5 — Strategic Recommendations

e Section 6 — Financial Sustainability Strategy

e Section 7 — Next Steps For This Project

All sections are based on a detailed analysis of SPREP’s financial situation by the SPREP Review Team
and perspectives provided by SPREP Members, Donors/Partners and Staff through completed
interviews and surveys. Recommendations are included in relevant sections throughout this Review
Report and then are summarised in Section 5 (Summary of Recommendations) which assigns a score
from the Review Team as to their priority (High, Medium, and Low). The implementation of the highest
priority recommendations is addressed in Section 6 (Finance and Resource Sustainability Strategy).

Some elements of the Finance and Resource Sustainability Strategy will take some time (even several
years) to implement. The timeline proposed for this strategy is therefore six years, from 2025 to 2030.
Forecasted organisational Core Fund needs (in Section 4) and Road Map Milestones (in Section 6) are
therefore plotted over this six-year period to 2030.

The Review Team notes the implementation of the Finance and Resource Sustainability Strategy must
be closely linked with the preparation of the next Strategic Plan of SPREP, noting that the current
Strategic Plan will conclude in 2026°.

1.3 Methodology

The detailed methodology involved in the SPREP Finance Review was outlined in the Inception Report
for this project. The approach of the Finance Review Team was based on open, full, and
comprehensive consultation with all key stakeholders relevant to the project, including SPREP
Members, SPREP Donors/Partners and Staff. The main outcome from the Review is a clear and
practical SPREP Finance and Resource Sustainability Strategy’, which identifies key financial

5 Representing item 4 of the Methodology outlined below in Section 1.3.

6 The current SPREP Strategic Plan can be reviewed at https://www.sprep.org/publications/sprep-strategic-
plan-2017-2026

7 A draft of this Strategy is outlined in Section 6 of this Report.
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management issues and practical recommendations to address them. The methodology for this
review included 6 steps:

1. Preparation of Inception Report: Based on initial consultation with key stakeholders the
Inception Report identified key contacts within SPREP Members, partners, and donors
relevant to this project and outlined the broad approach to the review?.

2. Literature review: This involved a comprehensive literature review of all papers and materials
relevant to the SPREP budget, including: (a) Strategic Plans & Reviews; (b) SPREP Financial
Reports; (c) Financial reports from comparable organisations including other Council of
Regional Organisations of the Pacific (CROP) agencies; and other documents. The review fed
into the Core Fund Structure Report and the SPREP Finance and Resource Sustainability
Strategy.

3. Data Collection and Analysis: This Finance review was based on extensive data collection and
analysis which involved:

(a) Interviews conducted with key stakeholders relevant to the Finance Review Project,
including Members of SPREP, the SPREP Senior Leadership Team (SLT) and SPREP Donors
and Partners. There was a particular emphasis on the view of SPREP Members on key
issues relevant to the Finance and Resource Sustainability Strategy. Detailed interviews
were undertaken with 21 out of the 26 Members. Annex 9 outlines: (i) the full list of SPREP
Members, SPREP Donors/Partners and SPREP Staff interviewed for the Review; (ii) a
summary of key issues raised in the interviews; and (iii) a copy of the interview instruments
used in this review for SPREP Members and for SPREP Donors/Partners.

(b) A detailed questionnaire, aimed at SPREP Members, SPREP Donors/Partners and SPREP,
which provided quantitative data to support recommendations arising from this Review.
This questionnaire was sent to all SPREP Members, SPREP Donors/Partners and SPREP
Staff. A number of reminders were also sent. Despite the low overall response, the Review
Team believes this is not a constraint to the credibility of this report. The questionnaire
was one of a number of information inputs to the Review, the main input was the detailed
interviews with 21 out of the 26 SPREP Members. All Members, Donors, Partners, and
Staff were given the chance to complete the survey, the Review Team was not able to
enforce compliance only to encourage all to complete the questionnaire. See Annex 7 for
full responses to the survey questions; and

(c) Identification of innovative and non-traditional sources of finance. Innovative and non-
traditional sources of finance were identified and assessed for their potential to
supplement SPREP’s more traditional financing sources - see Section 3 for details of this
review.

4. Preparation of Core Fund Structure Review Report: This report provided a detailed diagnostic
analysis of the SPREP budget and identified key issues, constraints, needs and opportunities
relevant to the future financial strategy for SPREP°. A number of these key issues and

8 The Final Inception Report was submitted to SPREP on 28 September 2023.
9 The Final Core Fund Structure Review Report was submitted to SPREP on 22 November 2023.
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opportunities are also relevant to, and included, in this report, the draft SPREP Finance and
Resource Sustainability Strategy.

Preparation of the first draft of the SPREP Finance and Resource Sustainability Strategy: This
document is the first draft of the SPREP Finance and Resource Sustainability Strategy which is
based on information collected and arising from previous stages of the Finance Review. The
detailed structure of this draft plan was outlined in the Inception Report for the SPREP
Financial Review. The draft plan will be presented to the SPREP SLT and the SPREP Member
Working Group.

Preparation of final draft of the SPREP Finance and Resource Sustainability Strategy: This
will involve preparation of the final draft of the report based on all aspects of the SPREP
Finance Review and incorporation of relevant comments received on the first draft of the plan
submitted in step 5. The draft Sustainability Strategy is outlined in Section 6 of this report. A
detailed Policy Brief will also be subsequently prepared and submitted to SPREP.
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2. Historical Core Fund Review

2.1 Overall Funding Structure of SPREP

2.1.1 Data Analysis

SPREP’s overall structure

This section of the report focuses on SPREP’s core funding structure. Core funding is defined as: “The

income received by the organisation that is not earmarked for specific projects and can be used to cover

operational running costs of the organisation, including core staff, premises, utilities and Information

and Communication Technology (ICT) costs'®”. SPREP’s Core Funding is made up of 4 key income

streams (see Figure 1 right), which include the

following: Figure 1. Core Funding Structure 2022
(USS millions)

1. Member Contribution — SPREP is a member-
based organisation made up of 21 PICTs'! and
5 metropolitan member countries!?. SPREP
delivers projects in PICTs linked to agreed
core priority areas which are set out in the
SPREP Strategic Plan 2017-2026. SPREP
members pay an annual membership fee®® to
SPREP to help fund the core operational costs $5 8m
of the organisation. In 2022, Membership ¢
contributions were at US$1.2m, contributing
21% of SPREP’s Core Funding.

2. Programme Management Charges — These
are implementation fees earned by SPREP
and paid by key donors as project
deliverables are implemented. SPREP’s target
PMC rate is 15% for non-members and 12%
for members. In 2022, Programme
Management Charges were at US$1.8m,
contributing 31% of SPREP’s Core Funding.

3. Other Donor Fund Income — These are additional donor funds which are for the specific
purpose of supporting the execution of SPREP’s core functions. The major component of this
income is support to SPREP from Framework Agreements negotiated with Australia and New
Zealand. In 2022, Other Donor Fund Income was at US$2.3m, contributing 40% of SPREP’s Core
Funding.

Programme Management
Charges

. Member Contribution .
. Other Donor Fund

Income

Other Income

10 Definition provided by SPREP.

11 American Samoa; Cook Islands; Federated States of Micronesia; Fiji; French Polynesia; Guam; Kiribati; Marshall
Islands; Nauru; New Caledonia; Niue; Northern Marianas; Palau; Papua New Guinea; Samoa; Solomon Islands;
Tokelau; Tonga; Tuvalu; Vanuatu; and Wallis and Futuna

12 pustralia, France, New Zealand, United Kingdom, United States of America.

13 Also referred to as “Assessed Contributions.”
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4. Other Income - This represents miscellaneous income, such as venue hire, interest income,
miscellaneous recoveries, and other ad hoc income. In 2022, Other Income was USS0.5m,
contributing 8% of SPREP’s Core Funding.

Programme/Donor Fund Income — In addition to the four Core Fund income streams outlined above,
SPREP also receives income from donors for the delivery of specific programmes and projects. These
funds are restricted to specific agreed project budgets only and cannot be used for any other purpose,
such as core operations. As such, these funds are not considered part of SPREP’s Core Fund and are
outside the scope of this review. With that said, the amount of income received for programmes and
projects does have an indirect relationship to some of SREP’s Core Fund income streams, for example,
the Programme Management Charges earned is dependent on the amount of Programme/Donor Fund
Income received. It also represents a good proxy for the size of SPREP’s project delivery portfolio, which
has implications for the size of the secretariat required to govern and manage the organisation. Whilst
out of scope for issues analysis, this income stream has therefore been considered where required to
do so for its impact on Core Fund income streams and overall budget considerations.

Amortisation of Deferred Income — It should also be noted that, for the purposes of this analysis,
Amortisation of Deferred Income has been included within “Other Income”; given this is a non-cash
revenue item booked in compliance with accounting standards it does not warrant detailed analysis.

Long-term Core Fund structure trends

Figure 2 below plots SPREP’s four Core Fund income streams over the past 10 years and compares
these to Programme/Donor Fund Income (green dotted line) as a proxy for understanding SPREP’s
programme portfolio size. In this figure, we observe some interesting trends.

Firstly, Programme/Donor Fund Income has increased by 51% over the past 10 years, from US5$12.8m
in 2013 to USS$19.4m in 2022, reflecting SPREP’s growing project portfolio and the positive views and
confidence of donors and members towards SPREP. Programme Management Charges (91%) and
Other Income (51%) have both increased relative to Programme/Donor Fund Income. Other Donor
Fund Income has increased significantly by 236%, though this has not been sufficient to cover the
shortfalls left by stagnant growth across other core income sources. Perhaps the most interesting
observation in this figure is the flatter line of Member Contributions, which actually decreased by 2%
over the period. The drivers for this and other issues will be explored further in the sections below.
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Figure 2. Core Fund Structure Trends 2013-2022
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2.1.2 Comparison to similar organisations
Organisations used to compare SPREP’s core financial structure.

The following organisations have been used for comparisons to SPREP throughout this document, due
to similarities in mandate, multi-country scale of geographic focus, membership base and/or
organisational structure.

The Secretariat of the Pacific Community (SPC)** is another CROP agency supporting the Pacific Islands
Region. SPC has a broader mandate than SPREP, encompassing not only environmental concerns but
also economic, social, technical, and scientific issues. SPC supports its member states in areas like
fisheries management, agriculture, human development, and public health, emphasizing a holistic
approach to regional development. SPC has had a recent and increasing focus on climate change which
is also one of the key areas covered under the mandate of SPREP. Documents reviewed for this analysis
include SPC Annual Reports from 2013 to 2021. Interviews were also undertaken with relevant SPC
Finance staff.

The Pacific Islands Forum Secretariat (PIFS)* is another CROP agency supporting the Pacific Islands
Region. PIFS serves as the political and policy coordination arm of the Pacific Islands Forum (PIF),
addressing a broader spectrum of regional challenges. PIFS facilitates political dialogue and
cooperation among member states, promoting regional security, economic development, and social
progress. Documents reviewed for this analysis include PIFS Financial Statements from 2013 to 2021.
Interviews were also conducted with relevant PIFS Finance staff.

The Pacific Islands Forum Fisheries Agency (FFA)! is also a CROP agency, which strengthens national
capacity and regional solidarity so its 17 members can manage, control, and develop their tuna
fisheries now and in the future. The FFA was established to help countries sustainably manage their

14 More information at https://www.spc.int/
15 More information at https://www.forumsec.org/
16 More information at https://www.forumsec.org/forum-fisheries-agency-ffa/
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tuna fishery resources that fall within their 200-mile Exclusive Economic Zones (EEZs). FFA is an
advisory body providing expertise, technical assistance and other support to its members who make
sovereign decisions about their tuna resources and participate in regional decision making on tuna
management through agencies such as the Western and Central Pacific Fisheries Commission (WCPFC).
Documents reviewed for this analysis include FFA Annual Reports from 2013 to 2022. Interviews were
also undertaken with relevant FFA Finance staff.

The Coral Triangle Initiative (CTI)*” is a regional organisation specifically aimed at improving
collaboration between the countries within the Coral Triangle region, which include Indonesia,
Malaysia, the Philippines, Timor-Leste, Papua New Guinea, and Solomon Islands (with the two latter
also being SPREP members). While CTI shares a similar commitment to environmental values, it
operates on a smaller scale of focus and geographical area to SPREP. The CTI budget and staff are also
smaller than for SPREP. It is interesting to note that the original organisation and structure of CTl were
based on SPREP as a model®. Documents reviewed for this analysis include CTI’s 2021 Annual Report.

The Mekong River Commission (MRC)* is another regional intergovernmental organisation focused on
environmental issues, and, like CTl, it has a narrower scope of focus and geography than SPREP. Despite
this, it operates with a larger core budget than SPREP. Member countries include Thailand, Vietnam,
Cambodia, and Laos. Like SPREP, MRC receives member contributions from Australia and New Zealand.
Documents reviewed for this analysis include MRC’s 2021 Annual Report.

The Caribbean Community (CARICOM)? is another regional intergovernmental organisation, which is
based in the Caribbean. It has 15 member countries and 5 associate members. CARICOM operates
with a similar annual core budget to SPREP, but it has broader objectives, spanning economic
integration, foreign policy coordination, human and social development, and security, in addition to
environmental concerns. Nevertheless, it makes an interesting comparison for overall funding
structure and how it receives funding from members and donors. Documents reviewed for this analysis
include CARICOM'’s 2021 Annual Report.

SPC and PIFS are the most relevant organisations for comparison, given that they are also both CROP
agencies and have a significant overlap in membership base with SPREP. Whilst SPREP differs in nature
to PIFS —in that it is, like SPC, more technically than policy focused and has a different income mix —
the way that PIFS manages its membership base and cost recovery processes are still of significant
interest as points of comparison. While there are differences between the above agencies, the
challenge of raising adequate core funds is a common problem for their financial sustainability. Indeed,
adequate core funding is a challenge for all of the organisations listed above.

Data for comparable organisations

There are several limitations to the data analyzed for comparable organisations, so this analysis should
be viewed with these limitations in mind. These include:

7 More information at https://www.coraltriangleinitiative.org/

18 personal communication Peter Thomas 2021.

1% More information at https://www.mrcmekong.org/

20 More information at https://caribbean.eclac.org/information-resources/website/caricom-today
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e Audited financial statements were not always publicly available, so for some organisations the
data used was from Annual Reports only.

e Some organisations have not yet publicly released their current financials for (CTI, MRC and
CARICOM). For these organisations, their most recent financial year was used?*.

e Each organisation has different accounting policies and may treat certain income or expense
lines differently. For example, some organisations report interest income as a separate income
line, while others report it under Other Income. Where possible, the analysis has accounted
for these differences for the purpose of like-for-like comparison (for example, for PIFS, cost
recoveries were moved from being treated as an income stream to being treated as a negative
expense to bring it in line with SPREP and SPC), but adjustments were not always possible if
information was not available at the appropriate level of detail.

Comparison of SPREP Core Fund structure to other organisations

Figure 3. Overall Core Fund Structure Compared to Other Similar Organisations - 2022

SPREP SPC PIFS FFA CTI MRC CARICOM
B Member Contribution B Programme Management Charges
m Other Donor Fund Income M Other Income

M Interest Income

See Figure 3 above for the overall Core Fund structure of other comparable organisations.
Some observations of note from this comparison include:

o Member Contributions: SPREP has the lowest relative contributions from members compared
to others at 21%. CTI has the highest relative contribution from members, but this is more due
to their limited access to other income sources than their success in receiving higher levels of
membership fees from members.

e Programme Management Charges: SPREP has a higher reliance upon Programme
Management Charges compared to other organisations at 31%. SPC also has a large

21 Note that since the time of writing the previous Core Funding report, SPC has published their 2022 financial
report. This report has thus adjusted all financials to 2022, which gives a better and more up-to-date comparison
for all of the CROP agencies, with only the other orgs (CTl, MRC and CARICOM) being a year behind with FY21
financials.
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contribution at 21%, while PIFS (9%) and FFA (8%) have lower contributions, given projects
make up a smaller part of their overall mandate.

Other Donor Fund Income: SPREP has a relatively high contribution from Other Donor Fund
Income compared to others at 40%, with PIFS securing the most from this funding source at
61%.

Outside of the above three, there is very little income that comes from other sources across
the board for these organisations, with the exception of FFA. FFA has a very different mandate,
which is to manage, control and develop tuna fisheries. This mandate opens opportunities to
charge fishing vessel registration fees and other levies which provide a significant component
of their budget.

Each of these observations will be explored in greater detail in Sections 2.2-2.5.

2.1.3 Perspectives from SPREP Members and SPREP Leadership Team

The following perspectives from SPREP Members and the SLT on SPREP’s funding structure were
provided during interviews conducted for this review.

General

There is a high level of awareness of the need for increased core funding amongst those
Members, SLT and donors/partners interviewed. This was backed up by responses to the
survey where nearly 58% of respondents stated that SPREP’s core funding situation was
“Poor”. Juxtaposed to this was the 98% of respondents indicating that SPREP core funding was
“Very Important” for SPREP’s future viability. This high level of awareness has existed for a long
time within SPREP members and staff in part reflecting regular discussion of this issue at SPREP
Meetings, particularly during discussions on the SPREP Budget.

Most SPREP members recognize lack of core funding as a significant problem and constraint
for SPREP and that urgent attention is required. However, some members noted that SPREP
should not lose focus on the strategic priorities of the organisation, with one member noting:
“Instead of breaking our heads around the differentiation of core-funding and non-core
funding, let us focus on what is it (in terms of priorities) that we need to deliver to the SPREP
membership and keep the organisation afloat and look at the options (revenue streams) to
implement the priorities in a given planning period”.

SPREP SLT were particularly aware of the issue of core funding as it has impacted the
operations of SPREP for many years. As one SLT noted: “the SPREP core has been under-funded
for as long as could be remembered. For instance, the budget for next year (2024) notes USS
2.5 million that had to be excluded from the allocation due to inadequate core income. Budget
for core is SUS 7.6 out of a total budget of SUS 40 million. Core ideally should be USS 10 million”.
SPREP members and SLT noted that, while core funding must be increased, SPREP must work
within its available budget. However, there is room for improvement and that is why this
review of core funding and structure is so important.

Several members, partners and staff noted the important role played by Framework
Agreements between SPREP and Australia, and SPREP and New Zealand, in providing critical
core funding support for the organisation and noted that similar funding support from other
SPREP Metropolitan Members (France, US and UK) would have a significant positive impact in
addressing SPREP’s core funding issues.
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Several SPREP members noted the need to take a holistic view of core funding within the
overall envelope of all the category of funds available to SPREP: (a) Members contributions;
(b) Donor contributions; (c) Programme management budgets including fees; and (d) Other
Income. As one SPREP member noted: “SPREP as an organisation should work through all 4
streams to bring in resources. The key point here is that all funding streams available to SPREP
have limits and SPREP needs to strategically and transparently work all funding streams to
enable it to address its priorities. This is where we need to combine flexibility and predictability
of financing and moderation with practicalities of operating a multilateral organisation in a
region that is already faced with numerous economic and environmental challenges”. The
Review Team notes that SPREP is already working with and through the 4 funding streams but
still believes the SPREP member comment above is relevant and useful.

SPREP members and SLT noted the full range of approaches need to be taken towards
increasing the level of core funding within SPREP and that SPREP should be open to
consideration of new approaches.

Survey respondents thought securing additional funding partners showed the most promise
for addressing SPREP’s core funding situation, followed by increasing membership fees.
Increasing programme management charges and improving cost recovery were both rated
mid-range, while establishing a trust fund was considered the least viable option. See Figure 4
below.

Figure 4. Survey responses to the question What do you see as the best options for
increasing SPREP’s Core Funding?

What do you see as the best options for increasing SPREP’s
Core Funding?
Average Score (1 is best, 5 is worst)

3.8
28 3.0 3.0
2.0 I I I

Secure Additional Increase Membership Increase Programme Improve Cost Establish a Trust Fund
Funding Partners Fees Management Charges Recovery

Does SPREP deliver “Value for Money”?

All SPREP members noted that SPREP provides significant support and “value for money” to
Pacific Island Countries and Territories (PICTs), particularly when considered against the level
of Membership Fees provided. This was evident in the survey results, where 95% of
respondents indicated that SPREP delivered high or very high value for money. This positive
outcome is one of the reasons for SPREP’s increasing project budget, which is reflected in
increasing donor confidence in SPREP.

One SPREP member reflected the views of many members when it noted: “We are very
appreciative of the work done by SPREP team under the SPREP Budget and core funding and
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expresses its congratulations to the SPREP team for the efforts made during all these years to
implement an ambitious strategy of the protection of the Pacific Environment”. SPREP
Members noted the need for SPREP to continue to deliver services and support to PICTs in the
areas of its mandate and in line with the Strategic Plan.

e SPREP members emphasised that the Strategic Plan is an important document as it has been
developed closely with and approved by Members, it therefore reflects the priorities of the
Pacific region regarding the environment and the areas of SPREP’s mandate.

e SPREP members emphasised that SPREP should be seen as a supporter, and partner of choice,
for PICTs in relation to environmental outcomes. It is also important to consider the benefits
to PICTs in terms of longer-term environmental outcomes, including capacity building and
supporting enhanced environmental governance, and not just through provision of financial
support for projects, which, as one member noted: “is only one part of the picture”.

e Some members noted that while the provision of support from SPREP for capacity building
and governance advice is a critical role for SPREP, these areas are often less “attractive” and
less likely to be funded by donors which tend to be more interested in on-ground visible
projects in PICTs. SPREP Members noted that the benefits of SPREP membership need to be
better articulated and communicated within PICTs. Increasing awareness of SPREP within PICTs
should be a key role for SPREP National Focal Points, however this is undertaken to varying
levels within PICs. Many interviewed requested that more attention be given to this area.

e Several SPREP members noted that support between the SPREP Secretariat and PICTs is a
mutual two-way process. For example, several PICTs provide programme management
opportunities (revenue) for SPREP by way of making SPREP its accredited entity and delivery
partner of choice for GEF and GCF Readiness Projects.

2.1.4 Analysis and Recommendations

Core funding should also be considered within the overall envelope of all the category of funds
available to SPREP. The full range of approaches needs to be taken to increase the level of core funding
within SPREP, including through increasing: SPREP Member and Donor contributions; Programme
Management Charges; and other sources of funding. Application of these approaches needs to be
linked with an improved articulation of SPREP's value proposition.

Recommendation 1: SPREP should explore and apply a full range of approaches towards setting up its
Core Budget for long-term financial sustainability, including but not limited to:

a) Enhancements to existing sources of income.

b) Exploration of new sources of income.

c) Assessment of ways to improve cost efficiencies.

SPREP is highly valued by Members, Partners, and Donors for the services it provides in the Pacific
region. Core funding is essential to ensure these services can continue to be delivered in a sustainable
manner. While core funding is a critical issue for SPREP it is important not to lose focus on its role in
achieving the strategic priorities of the organisation, as expressed through the SPREP Strategic Plan.

Recommendation 2: SPREP should consider Core Funding within the context of effectively delivering
services and advice to SPREP PICT Members in the areas of SPREP’s mandate.
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2.2 Member Contributions

2.2.1 Data Analysis

This section dives deeper into Member Contributions, looking at trends over time and contributions
by membership country. The approach to establishing Member Contributions is based on a multi-
tiered formula established under guidelines agreed by SPREP members in 1991. Subsequent SPREP
Meetings have discussed Member Contributions, recognized the importance of these contributions in
delivering outcomes agreed in SPREP Strategic Plans, and have recommended changes to Member
Contributions. In particular, the 28" SPREP Meeting (28 SM) in 2017 recommended, inter alia: “a 20%
increase in contributions by Members, subject to confirmation by capitals, commencing in time for the
SPREP 2018 financial year”. Yet this resolution is yet to take effect for most member countries, now
nearly 7 years on.

Long-term Member Contributions trend

Figure 5. Relative % Contribution of Member Contributions (MCs) to SPREP’s Total Core Funding
2013-2022.

39%

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Figure 5 clearly illustrates how the relative contribution from members to SPREP’s total core funding
has been steadily decreasing over time. This is less about reducing nominal values (which have held
relatively constant at -2% growth over the review period), but more so about Member Contributions
not keeping pace with either: (1) the increasing size of SPREP’s programme portfolio; and/or (2) the
increasing cost of SPREP doing business over time, as measured by inflation.

Adjusted Member Contributions scenarios

Figure 6 below shows the Member Contributions that would have been received if they had kept pace
with: (1) SPREP’s programme portfolio (as measured by growth in Programme/Donor Fund Income);
(2) inflation (as measured by average CPl in small Pacific Island States (World Bank, 2023); and (3) both
portfolio and inflation, compared to (4) actual membership fees.
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Figure 6. Member Contributions according to different scenarios over 2013-2022
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Based on the above scenarios, Member Contributions have clearly not kept pace as they should have,
with a gap of nearly US$900,000 for actuals compared to scenario 3 in line with Portfolio & Inflation.
There is a gap of nearly US$200,000 for inflation alone (scenario 2).

SPREP Member Contributions by Member Country

Further analysis of Member Contributions by member country (see Annex 1) indicates that an attempt
was made at the 27" SPREP Meeting in 2016 to increase Member Contributions by 20%, which was
agreed by most countries (although there was not full consensus). To date, the following members
have increased their contributions above the 2004 level and by 20%:

o Australia

o New Caledonia

. New Zealand

o Papua New Guinea
o Samoa

. Tuvalu

France has recently (December 2023) advised that it will increase up to 20% their national contribution
to SPREP Core budget and that this has been approved at “a political level”?2. A number of
Metropolitan Members of SPREP also provide significant support in addition to their membership
contributions, including through Framework Agreements, in the case of Australia and New Zealand,
and through staff secondments in the case of France, Australia and New Zealand.

22 personal communication: Anca Leroy, December 14, 2023.
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2.2.2 Comparison to Similar Organisations
Comparison of membership fees in annual reports

See Table 1 below for some comparisons to key Member Contribution indicators for comparable
organisations.

Summary comparison 2022 m SPC PIFS FFA MRC CARICOM

USS Equivalent Membership 1,183,955 | 10,821,716 | 2,354,348 | 2,050,416 487,774 4,552,482 | 4,348,856
Membership as a % of Core Funding 21% 47% 26% 28% 94% 56% 79%
S Membership Income for every $1m

Project Portfolio 74,559 204,125 341,503 212,784 | Unknown Unknown Unknown
Membership Increase Since 2013 -2% -5% 32% 32%  Unknown Unknown | Unknown

Table 1. 2022 Membership Contribution indicators compared to other organisations.

S value of Member Contributions: SPC has nearly 10 times the Member Contributions of SPREP and
PIFS has about double. This is despite PIFS having six fewer members than SPREP (American Samoa,
France, Guam, Northern Marianas, UK, and USA are not PIFS members), meaning that contributions
from the small PICTs are significantly higher for PIFS than for SPREP - typically in the range of between
2 to 5 times higher (see Annex 4 for full details).

CTlis a much smaller organisation than SPREP, with only six members, so their Member Contributions
are smaller. Although it is worth noting that SPREP and CTI have two overlapping members, Papua New
Guinea, and Solomon Islands, and both countries contribute through membership fees to both
organisations, although the amount of fees paid by these countries differ between SPREP and CTI.
Additionally, CTI has specific rules guiding how Member Contributions are arrived at each year and
how they are divided between countries (including portions that are allocated based on equal
contributions from all members and portions that are allocated based on GDP of each member
country, CTI, 2016).

Member Contributions as a % of core funding: SPREP has the lowest relative Member Contribution to
core funding of any comparable organisations researched. This leads to SPREP having a less stable core
funding base than other similar organisations. SPC has a contribution of 47%, giving it a much more
stable funding base to rely upon each year. It is noted that SPCis a larger organisation than SPREP and
has a wider mandate, including in key development sectors such as education and health. However,
SPREP’s lower level of membership contributions, relative to other CROPs, pose challenges to its
financial viability.

Member Contributions as a proportion of project portfolio value: These numbers in isolation don’t
mean much until they are compared to the size of the project portfolios of the other organisations. In
doing so, it can be seen that both SPC and PIFS receive a much higher membership income relative to
their portfolio size, indicating that SPREP is coordinating a significantly higher amount of project value
for every membership dollar received by member countries. As noted previously, this can also be due
to the differing nature of the organisations, with PIFS responsible for more policy development, SPREP
responsible for a relatively higher proportion of projects and SPC responsible for a mix of both.

Member Contribution % Change from 2013 to 2021: SPREP’s Member Contributions actually decreased
from 2013 to 2022 by 2% (largely due to irregular higher contributions from UK and USA in the 2013
year). This was also the case for SPC, which saw a 5% decrease over the same period. The driver for
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SPC’s decrease was what appears to be an across the board decrease in contributions of 16% from
most member countries in 2016, though the financial statements do not state what this decrease was
for and SPC’s interview advised that this occurred before their time in the role. If not for that decrease,
SPC’s Member Contributions would have seen a healthy increase over the period, see Annex 2.

PIFS and FFA Member Contributions each increased by 32% over the same period. The driver for PIFS
was an across the board increase of membership fees by 25% for most member countries in 2016, a
further increase of 27% in 2019 and another increase of 37% in 2020. These were partially offset by
what appears to be an across-the-board decrease of ~10% for most member countries in 2021, which
was identified during an interview with PIFS to be a discount offered due to the impacts of COVID-19.
There were also significant increases for individual member countries across the period for Palau in
2014 (540%), Papua New Guinea in 2016 (679%) and French Polynesia (827%) and New Caledonia
(1,036%) in 2019, amongst other smaller increases. Interviews indicated that this reflected the revised
PIFS membership strategy - See Annex 3 for further details and section below following exploration of
this issue during interviews undertaken for this review. FFA on the other hand do not publish their
individual Member Contributions, only total membership contributions. It is therefore more difficult
to deduce the drivers for their increases.

Payment of Arrears. SPREP has had some long-standing arrears. The 2017 Independent Corporate
Review noted that, unlike either PIFS or SPC, or indeed any major multilateral organisation, there has
been no consequences for late or non-payment of membership fees. Other organisations set out a
range of sanctions that apply to states ranging from loss of opportunities for its nationals to work with
these organisations, through to withdrawal of services (even if funded from other sources) and loss of
governance rights (for example the right to participate in governance meetings). It is noted that SPC
has in place clear policies for those members with contributions in arrears. For example, it is
understood that, if Member Contributions are less than 5 years in arrears, that member will not be
able to chair SPC's CRGA. If contributions are more than 5 years in arrears, that member will not receive
any services from SPC. SPREP does not have such policy in place.

Regarding arrears, the 2017 SPREP Independent Corporate Review further recommended that SPREP’s
Financial Regulations need to be amended to provide for a set of graduated and escalating
consequences and suggested a proposed change to financial regulations might include a policy similar
to the PIFS policy quoted below: “5.5A Where a Member is in arrears for more than 12 months (that is
by 31 January of the following year), subject to any extenuating circumstances, that Member’s
privileges, including but not limited to, receipt of travel subsidies, the right to host formal meetings or
conferences, or holding honorary positions as chair of the Forum or its committees, or the ability of its
citizens to qualify for employment opportunities at the Secretariat will be revoked, withheld or limited
until such time as the Assessed Contribution is fully paid.”

Other observations: It is also noted that PIFS members generally make two different contributions each
year: one to their General Fund and one to their Trust Fund. The Trust Fund amount is typically 5%-
25% in addition to their membership contribution each year. This additional trust fund contribution
was explored during the interview with PIFS, and this is discussed in the next subsection.
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Further insights on membership fees from interviews with comparable organisations

PIFS

PIFS highlighted that, in 2018, they approved a sustainable funding strategy to “strengthen the
principles of equity and ownership amongst its Forum Island Countries (FICs)”. This was a 9-
year strategy which provided a roadmap showing increasing membership fees with two
principal goals:
1. Goal for membership fees to contribute 51% of total core budget expenditure by 2027.
This is yet to be achieved and has seen some challenges due to COVID-19 interruptions
(with 30% discount on membership fees provided in 2021-2023). Current thinking? is
that this target may be more achievable by around 2030.
2. Goal for resetting membership contributions from Australia and New Zealand to 49%
(previously 70%), with the remaining members contributing a minimum of 51%. This
goal was achieved in 2021, with several increases to other FICs and a significant (30%)
reduction in contributions for Australia and New Zealand from 2021.
The set membership levels were based on each member’s GDP, with two membership levels —
large and small. Consideration is currently being given to adding a medium category.
When implementing the fee, PIFS stressed the importance of clearly articulating the value
proposition to members, which contributed to the successful implementation of the first few
rounds of increases (prior to COVID-19).
The above strategy includes a review process every 3 years, which involves:
o Reviewing the effectiveness of the strategy.
o Assessing the ability of countries to pay proposed contributions.
o Cost of doing business for PIFS.
o Provision for additional adjustment factors to be reviewed at the time.
We also explored the two different funds that PIFS members contribute to. The Primary Budget
fund is for normal membership contributions to the core, similar to SPREP’s. The second fund
that members contribute to is the Trust fund, which is for funds held in trust for project
delivery. So, in this way, members also contribute each year to project delivery. This second
contribution is made by PICs only (not Australia or New Zealand or associate members).

SPC confirmed that they are also reviewing membership fees. Their view is that when
membership contributions are lower, the sense of ownership and leverage within the
organisation is diminished. They have consulted with members and arrived at a consensus that
membership fees need to make up a fixed % of core income, but they have not yet decided
what that percentage is. It was however deemed important that the target percentage is not
too far away from the current position, otherwise it will seem unachievable to members.SPC
did highlight that there needs to be good governance processes around membership fees to
ensure they are monitored and paid in a timely manner. An example is that if a country is more
than 1 year in arrears, their ability to take part in working groups is revoked. They now see
that before annual meetings, countries check to make sure that they are up to date with
membership fees.

23 As mentioned in the interview with the PIFS Finance Section.
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e FFA shared that they think a target rate for membership fees would be 50% of the overall core
income. When this occurs, members have a greater degree of buy-in to promote the
organisation’s aims and objectives.

e They highlighted that inflation as measured by the Consumer Price Index (CPI) could be used
as a good future review mechanism to account for changes in costs of doing business and this
could be adjusted depending on the economic situation of each country (potentially measured
by GDP).

e FFA was also asked about their increases to membership fees, which occurred somewhere
between 2016 and 2020, however at time of writing, they had yet to confirm the exact date
and methodology for the increase.

e The current process for adjusting membership fees for FFA is relatively ad hoc, but they are
looking to change this.

e FFA also highlighted that it is critically important to show the value back to members in
exchange for their membership fees.

2.2.3 Perspectives from SPREP Members and SPREP Leadership Team

The following perspectives from SPREP Members and the SLT on SPREP’s Membership Contributions
were provided during interviews conducted for this review.

General

e When survey respondents were asked whether increases to membership fees should be
considered as one of the options to address SPREP’s core funding situation, 73% stated that
they agreed (45%) or strongly agreed (28%).

e SPREP members recognize that current membership fees are low and have remained
unchanged for the last 20 years. This is recognized by members and SLT as a major constraint
to the effective operation of SPREP, particularly in relation to the delivery of core support
services to SPREP Members and the secretariat.

o Most SPREP members are also members of other CROP agencies, including SPC and PIFS, and
noted that membership fees have been increased significantly for these agencies, while SPREP
membership fees have remained unchanged. Members are also aware that SPREP is unique
amongst CROP agencies, and other international organisations, in having no implications
associated with non-payment of membership fees.

e Members and SLT Members noted that membership fees represent a statement of members’
investment in SPREP and that they have a level of ownership in the organisation, as noted by
one SPREP Member: “when membership contributions are low, the sense of ownership and
leverage within the organisation is diminished”. This general view of Members reflected the
view of SPC, as noted above.

e A number of SPREP Members and SLT members noted there have been decisions from
previous SPREP Meetings regarding membership fees, and that these decisions need to be
followed up and actioned. In particular, the decision of the 28" SPREP Meeting (285M) in 2017
recommended inter alia: “a 20% increase in contributions by Members, subject to
confirmation by capitals, commencing in time for the SPREP 2018 financial year”. SPREP
members, donors, partners and SLT all noted that decisions of SPREP Meetings such as this
need to be effectively and regularly followed up by Members.
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Many PICT members noted they currently face challenging economic circumstances,
particularly after COVID-19, making it difficult to argue for any increase in membership fees
within their countries, for SPREP as well as for other CROP agencies. This was reflected in the
mixed feedback at the 2023 SPREP Meeting on the willingness and ability of SPREP Members
to accept an increase in membership fees. As one SPREP member noted: “we all know that an
increase in membership fees may not be practical in a region such as ours where majority of
SPREP members are also struggling domestically to make ends meet”.

60% of SPREP member respondents disagreed with the idea that there should be penalties
imposed on members that have not paid their fees for 2 years or more, indicating that there
may be some push back from members on this approach.

A better case needs to be made to SPREP Members regarding the importance of membership fees.

Most SPREP members and SLT agreed that a clear case was made to relevant PICT agencies as
to why membership fees should be both paid and increased, in line with the 2017 SPREP
Meeting decision.

PICT Members noted decisions regarding issues like membership fees are generally a
responsibility of Ministries of Finance or equivalent. These Ministries need clear and simple
arguments regarding the value/utility of investment in SPREP, particularly when it comes to
the payment and/or increase of membership fees for CROP agencies. The value proposition
of SPREP needs to be clearly articulated. Many SPREP members noted that annual statements
of SPREP support for each PICT (referred to as “Disbursement Reports”) had been provided
annually to all SPREP Members from 2010 up to 2018, when this practice was discontinued.
These reports provided information on all SPREP projects, and their dollar value, implemented
in each PICT over the preceding year.

SPREP members noted this was valuable for justifying payment of membership fees with
Finance Ministries in PICTs and would be essential in arguing for any increase in membership
fees. Some SPREP SLT Members noted these reports had given rise to questioning about the
amounts of SPREP support in some countries relative to others and, in some instances, to
some sensitivity on equity of service/benefits to members. These reports can still be easily
produced by Finance and are currently sent to SPREP Members on demand and as requested.
Such statements are critically important when it comes to arguing for any increase in
membership fees and are also an important part of SPREP’s accountability to its members.
These reports should also state the broad outcomes from each project, and not just focus on
the amount of money provided to PICTs. It is important that these reports are framed within
the overall key focus for SPREP, which is programme/project delivery to support SPREP PICT
Members, to address their environmental challenges, within the context of the SPREP
Strategic Plan.
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SPREP is the “poor cousin” when it comes to membership fees paid to CROP agencies.

Membership Fees paid to SPREP are significantly lower than those paid to other CROP
agencies. For example, one PICT member interviewed shared membership fees paid to
different CROPs/other organisations, as follows:

No. Members Organisation Annual Membership Contribution
26 SPREP USS$20,360

27 SPC US$76,320 (Euro 72,000)

18 PIF US$106,582 (FID 242,232)

6 CTI USS$114,766

Other SPREP Members also noted significant differences in SPREP Membership Fees in
comparison to other CROP agencies. This commentary validates the observation highlighted
in Section 2.2.2 of this report, which notes SPREP has the lowest relative Member Contribution
to Core Funding ratio of any comparable organisation researched for this review. This
contributes to SPREP having a less stable core funding base than other similar organisations.
Members noted this may reflect the fact that SPREP Membership Fees have remained
unchanged over the last 20 years, while some other CROPs have had increases agreed by
members in recent years. This also reflects the fact that the environment sector has
historically not been seen as a major priority. However, this situation has changed, with the
areas of SPREP’s mandate relating to climate change, ocean conservation and waste
management now seen as major issues for the region.

The issue of significantly lower SPREP membership fees relative to other CROP agencies is
fundamentally an issue of equity and the information presented in this report showing the
huge discrepancy in PICT payments to SPREP vs SPC and PIFS needs to form part of that
message. The lower contributions to SPREP are also reflected in the low level of funding to
environment at national levels. In 2019 expenditure on environmental management formed
1.3% of government budgets as an average across 11 of 21 PICTs (State of Environment and
Conservation in the Pacific Islands 2020: Regional Report?*).

SPREP is not engaged with Guam and Commonwealth of the Northern Marianas Islands in the
Northern Pacific, and this is reflected in non-payment of membership fees.

Some Members noted that Guam and Commonwealth of the Northern Marianas Islands
(CNMI) have disconnected from SPREP, and that this is reflected in outstanding membership
fee balances. In particular, there are outstanding membership contributions of approximately
USS$303,000 from these two member countries.

Many members suggested there needs to be a greater focus of “lifting SPREP’s game” in this
subregion. This includes a more prominent role for the Northern Pacific SPREP Office, based
in Majuro in the Republic of the Marshall Islands (RMI), and focussed visits by the SPREP
Director General and SLT Members to these countries. This approach should raise the profile
and presence of SPREP in the subregion, and also directly and indirectly address the issue of
membership fees. It is noted that the SPREP Director General visited the North Pacific 6 times
in the last year and with Deputy Director General visits this goes up to 8 or 10. The North

24 More information on the 2020 State of the Environment Report at https://soec.sprep.org/
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Pacific Office in Majuro office is fully staffed now, and a budget has been allocated for
activities.

SPREP staff can and should play a role in addressing membership fee issues.

Some SLT members noted SPREP staff can and should play a key role in encouraging Members
to increase their membership fees, in line with SPREP Meeting decisions.

SLT members further noted the Director General has a key role to play as the “Secretariat
Ambassador” to PICTs for SPREP and that he should raise the issue of membership fees on all
of his PICT missions. The SPREP Finance Department also has an important role and should
assist with issues such as research and assessment regarding membership fees, as well as
supporting an active “reminder system” to PICTs regarding payment of outstanding fees.
SPREP program staff can and should also play an important role, ensuring that projects are
delivered effectively within PICTs to establish and maintain SPREP as a valued and credible
organisation, both with PICTs and donors.

Different categories of SPREP Membership could be explored.

A number of SPREP members noted SPREP could explore different categories of membership,
such as Associate Members or Permanent Observers from the private sector, or other non-
government organisations (NGOs) and (non-member) governments. Members noted that
SPREP’s mandate covers key issues of relevance and interest to many countries and
organisations located within the Pacific region and/or with direct involvement in the region in
the areas of SPREP’s mandate. This would increase the level of engagement of different
members with SPREP as well as contributing to an increase in membership fees.

86% of survey respondents (including all five SPREP member respondents) thought that SPREP
should charge membership fees for donors/partners that have permanent observer status,
though there was a broad spectrum of responses as to what that fee should look like.
Several survey respondents also suggested expanding SPREP’s membership base to include
others, such as observers and Associate Members, each with specific benefits and restrictions.

The process for reviewing and updating membership fees should be reviewed.

Some SPREP and SLT Members noted there is currently no review mechanism to ensure
membership fees move in accordance with CPI (as identified in data analysis Section 2.2.1)
and that options should be assessed and investigated. This is important as the cost of SPREP
doing business has increased significantly in recent years, particularly for travel, and SPREP
should be able to factor increased costs into the membership fee structure, as well as the
program fee structure. The SPREP Finance Team should assist with the assessment of income
and expenditure needs for SPREP as an input to this process.

Further supporting the point above, 85% of survey respondents either agreed (56%) or
strongly agreed (29%) that SPREP should regularly review its membership fees every 2-3 years
to keep SPREP in line with the cost of doing business. Though it is worth noting that one of the
PICT members (of only two respondents in this category) responded that they do not agree
with this process.

SPREP could learn from other organisations in this area. For example, and as noted above, CTI
has specific rules guiding how Member Contributions are arrived at each year, how they are
divided between countries and whether any increase may be recommended, in line with the
CPI.
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2.2.4 Analysis and Recommendations

An adequate level of Member Contributions is essential for SPREP’s future viability. SPREP
membership contributions lag far behind other comparable CROPs and have remained unchanged for
the last 20 years. Membership contributions are also a key indicator of the level of ownership of
Members in the organisation reflecting the buy-in by members to SPREP and its mandate in the region.
In fact, SPREP’s Member Contributions make up the smallest relative contributions to core funding of
all comparable organisations researched, implying that members may have a lower sense of
ownership and commitment.

RECOMMENDATION 3: SPREP should ensure the decision of the 28™ SPREP Meeting (285M) in 2017,
which recommended inter alia: “a 20% increase in contributions by Members, subject to confirmation
by capitals, commencing in time for the SPREP 2018 financial year”, is followed up and actioned. The
SPREP Secretariat should indicate the dollar value of the 20% increase to all SPREP Members.

There needs to be clear communication of the benefits of SPREP and its programmes for PICTs.
Decisions regarding membership contributions for CROP agencies in most PICTs rest with Ministries
of Finance and they need to be aware of the benefits of SPREP programmes for their country/territory.
A clear case should be made to relevant PICT agencies, including Ministries of Finance, as to why SPREP
membership fees should be both paid and increased, in line with the 2017 SM decision. The Review
Team notes that Finance and Foreign Affairs Ministries play a critical role regarding CROP membership
fees and harmonisation and must be closely and effectively involved in discussions and any case made
regarding membership fees. The issue of significantly lower SPREP membership fees relative to other
CROP agencies could form part of this case. Many SPREP Members interviewed noted the benefit of
the previous SPREP practice of sending an annual statement of SPREP support for each PICT as it
demonstrated activities underway in their country/territory and provided increased transparency
regarding the benefits and costs of involvement in SPREP.

RECOMMENDATION 4: The SPREP Secretariat should reinstate the previous practice of sending an
annual statement of SPREP's support to each PICT to all SPREP members in order to highlight the value
of services provided and SPREP’s overall value proposition.

SPREP has a low profile in Guam and CNMI and this is reflected in non-payment of membership fees
from these SPREP members. It is noted that CNMI’s overdue contribution to SPC is substantial. There
have been precedents with negotiating overdue fees for SPREP Members® and agreeing a payment
schedule acceptable to SPREP and the member country. However, this is unlikely in the case of Guam
and CNMI unless an effort is made to demonstrate the benefits of SPREP membership to these two
countries. A new SPREP Subregion Director for the Northern Pacific has been appointed, based in the
RMI and efforts to better engage Guam and CNMI should fully involve this office. Other SPREP staff,
including the Director General, Finance staff and Programme staff, should also play a key role in
encouraging Guam and CNMI, and other Members to pay/increase their membership fees, in line with
SPREP Meeting decisions on this issue.

RECOMMENDATION 5: SPREP should address the issue of non-payment of membership fees in Guam
and CNMI, including through increasing its profile and presence in the Northern Pacific subregion

25 Such as was the case for Nauru.
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(particularly in Guam and CNMI), with the Director General, SLT Members and the new Subregion
Director for the Northern Pacific to play key roles in these efforts.

SPREP’s members comprise national governments in PICTS and in Metropolitan countries. A number
of Members suggested that different categories of Membership which could be considered as
Associate Members including representatives of the private sector, NGOs, and other (non-member)
governments. It is noted that governments, such as Japan for example, actively support programmes
at SPREP, such as those jointly implemented by SPREP and the Japan International Cooperation Agency
(JICA) on waste management. It is also noted that the Government of China, while not a SPREP
Member, makes an annual contribution to SPREP, at a level comparable to membership contributions
of several Metropolitan Members. NGOs have been actively involved with the work of SPREP since its
inception, including through the Pacific Islands Roundtable on Nature Conservation (PIRT). SPREP has
had limited involvement to date with the private sector although the recent involvement of SPREP
with SWIRE Shipping? regarding waste management, has been positive. A humber of members
consulted for this review suggested that different categories of membership could be considered by
SPREP with the aim of expanding and improving partnerships with SPREP to address environmental
issues in the region. A secondary benefit could be to provide an additional source of core income for
SPREP.

RECOMMENDATION 6: SPREP should explore different categories of SPREP membership, including,
but not limited to, Associate Members and Permanent Observers, with the aim of expanding and
improving partnerships with SPREP to address environmental issues in the region.

SPREP’s approach to Membership Contributions has remained unchanged over the last 20 years. There
are a number of areas that should be addressed:

(a) There is no long-term agreed mechanism to adjust Member Contributions as the organisation
continues to evolve.

(b) Contributions have not kept pace with the size of SPREP’s portfolio or even inflation. This
poses risks to the effective delivery of the SPREP programme in PICTs and to the long-term
viability of the organisation.

(c) SPREP is one of the few CROP agencies, or major multilateral organisations, without
procedures in place for addressing membership arrears. As noted above SPC has in place clear
policies for those members with contributions in arrears?.

(d) Interviews with other CROP agencies also revealed that both PIFS and FFA believed their
organisations should be targeting a minimum of 50% contribution from members to their
organisation’s core income to provide a stable foundation of income and ensure commitment
from its members. SPC is already nearing this figure, at 46%.

26 More information on Swire Shipping outlined at https://www.swireshipping.com/
27 If the Member Contribution is less than 5 years in arrears, that Member will not be able to chair SPC's CRGA.
If contribution is more than 5 years in arrears, that Member will not receive any services from SPC.
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RECOMMENDATION 7: SPREP should develop a policy on Membership Contributions, which could
include, but not be limited to:

a)

c)

Developing target thresholds for Membership Contributions to achieve equity and ownership,
including a target for Membership Contributions to make up at least 50% of SPREP’s total Core
Funding annually, with consideration given to how this can be achieved over time.
Developing an agreed long-term review mechanism? to ensure SPREP membership fees move
in accordance with costs of doing business and organisational growth, whilst being mindful of
economic conditions for different member countries.

Developing a mechanism for equitably dealing with non-payment of contributions and arrears,
noting that SPREP, unlike PIFS or SPC, or any other major multilateral organisation, is unique
in having no consequences for late or nonpayment of membership fees. The recommendation
of the 2017 SPREP Independent Corporate Review addressing this issue should be applied,
specifically that SPREP’s Financial Regulations need to be amended to provide for a set of
graduated and escalating consequences for non-payment of contributions and arrears.
Including a specified review period for Membership Contributions.

Ensuring there are adequate governance processes in SPREP to ensure that membership
payments and increases are followed through.

Considering how to mitigate the risk of an over-reliance on significant contributions from
Australia and New Zealand.

Considering additional Membership Contributions towards projects (not just core), as is the
case for PIFS. This could potentially be a way to pay for projects that are of significant worth
for the region but come with no management fees for SPREP (e.g. via GEF and GCF).

Drawing from the experience of other organisations, including SPC and PIFS, as appropriate.

28 The elements of this review mechanism are addressed in Section 6 of this report.
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2.3 Programme Management Charges

This section focuses on the issues and trends of Programme Management Charges. Given Cost
Recovery is closely related to Programme Management Charges — with Programme Management
Charges being fees charged to projects to cover indirect costs for the organisation, while Cost Recovery
is for direct cost expenses by the core that are directly attributable to projects — Cost Recovery will also
be covered in this section.

2.3.1 Data Analysis
Programme Management Charges long-term trend

As per Figure 7 below, Programme Management Charges have been relatively constant in terms of
contribution to SPREP’s core funding over the period 2013-2022. Two of the lowest points came in
2020 (22%) and 2021 (25%), due to impacts created largely by the COVID-19 pandemic. These dips in
earned Programme Management Charges can be very disruptive. Programme Management Charges
are released as income once specific programme deliverables have been met, for the majority of
funding. Therefore, when delivery is impacted by unforeseen events (like the pandemic, or even just
slow project delivery), the release of Programme Management Charges is delayed, impacting SPREP’s
core funding position. Given these Programme Management Charges are budgeted for in the financial
year prior, any delays and/or reductions to these charges can have significant impacts on in-year
funding availability, causing a need to reduce core operational budgets mid-year. This issue will be
covered further in Section 3.2 when we explore Core operational costs.

Cost Recoveries long-term trend

Financial records for Cost Recovery only date back to 2017. The rate of recovery compared to total
programme funding has been steadily increasing, from 0.9% in 2017 to above 3% in the past two years,
see Figure 8. However, comparisons to other organisations (see Section 2.3.2), as well as perspectives
from SLT members (see Section 2.3.3) indicate that there are still significant improvements to be made
in this area.

Figure 7. Relative % Contribution of Programme Figure 8. Cost Recoveries as a % of Total
Management Charges to Core Funding 2013-2022. Programme Funding 2017-2022.
0,
32% 219% 31%
30% 29% _ . 3.8%
28% 3.4%
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1.9% 1.8%
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Varied Programme Management Charges

Programme Management Charges vary significantly by donor and even by project, ranging from 2% to
16%, with an average around 8.3%. This average is well short of SPREP’s ideal 12% to 15% target range.
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Table 2 below shows the top 20 SPREP donors over the period 2013-2022 and their average
Programme Management Charges. From this table it can be noted that the highest Programme
Management Charge is received from the Asian Development Bank (ADB) and that all SPREP projects
supported by the Governments of Australia, and its government agencies, New Zealand, Finland, and
Germany have a Programme Management Charge over 10%.

Top 20 Donors ‘ Total Funding (US$ Millions) ‘ Avg PMCs
European Union $27.7 6.0%
Gouvt. of Aust. Extra Budget S21.4 11.9%
United Nations Environment Program $19.2 4.7%
United Nations Development Program S11.4 4.2%
NZ Aid Extra Budget $9.1 10.3%
Green Climate Fund $8.9 7.1%
NZAid Extra Extra Budget §7.2 6.2%
Government of Germany $5.1 11.0%
Other Funds $5.1 4.3%
Govt. of Aust. Extra Extra Budget $4.1 10.5%
Government of Finland $3.1 12.7%
Australian Bureau of Meteorology $3.0 12.0%
Adaptation Fund $3.0 4.9%
Asian Development Bank $2.6 13.6%
Government of France $2.4 6.4%
Government of Sweden $2.2 !
Glz $2.0 8.5%
United Nations Institute for Training & Research $1.9 2.1%
World Meteorological Organisation $1.7 7.3%
USAID $1.7 6.7%

Table 2. Total funding and average Programme Management Charges (PMCs) for SPREP’s Top 20 donors
over the 2013-2022 period.

2.3.2 Comparison to Similar Organisations
Notes on the data available for Programme Management Charges for other organisations

Data for Programme Management Charges was not readily available in the Annual Reports for CTl and
CARICOM, so comparison to these two organisations has been excluded in this section. Additionally,
portfolio size for the comparison year of 2021 was not made explicit in MRC’s annual report, so a crude
assumption of US$12m (which is based on their stated S60m of projects over 5 years) has been used,
though this figure should be viewed with caution, given the delivery of projects is unlikely to be
uniformly spread over the 5-year period.

It is also worth noting that different organisations have different ways of accounting for Programme
Management Charges. For example, SPC reports Programme Management Charges as a negative
expense and is netted against administration expenditure. SPC targets 15% for Project Management
Charges although they also face similar challenges with donors that have fixed policies such as the EU
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7% limit on Project Management Charges. They also account for Cost Recovery as a negative expense,
but these are netted against direct cost lines. PIFS on the other hand reports both Programme
Management Charges and Cost Recoveries as separate income lines. While SPREP reports Programme
Management Charges as an income line and nets Cost Recoveries off the expense lines.

Comparison of Programme Management Charges and Cost Recoveries in annual reports

See Table 4 below for some comparisons to key Programme Management Charges and Cost Recovery
indicators for comparable organisations.

Summary Comparison 2022 SPREP SPC PIFS
PMCs (USS Equiv.) 1,797,631 826,980 542,640

PMCs as a % of Core Funding 9% 8%

S -
PMCs. as a % of Total Project 9.3% 11.5%
Funding

Cost Recoveries (USS Equiv.) 650,916 892,919 Unknown

Cost Recoveries as a % of Total
Project Funding

3.4% 9.2% Unknown

. Negative
Programme Management Reporting Income Expense Income Income Income
(combined
. Negative Negative
Cost Recoveries & § Income together) Unknown
Expense Expense

Table 4. 2022 Programme Management Charges (PMCs) and Cost Recovery indicators compared to
other organisations.

Cost Recovery %: SPREP’s Cost Recovery %, which is based on the dollar amount that SPREP collected
via cost recovery activities divided by total programme funding, is only 3.4%, which is very low
compared to SPC’s at 9.2% and PIFS’ at 12.5%. It is noted that each organisation has their own cost
recovery policy, which they have developed themselves and would be specific to the costs that each
organisation incurs. Addressing this large difference has the potential to make a significant difference
to SPREP’s core funding requirements. If, in the 2022 year, SPREP had achieved the best practice rate
of Cost Recovery that PIFS was able to achieve (12.5%), it would have recovered nearly US$2.4m which
is almost a US$1.8m difference to the actual recovery of US$0.65m.

Programme Management Charges as a % of Core Funding: SPREP has the highest contribution from
Programme Management Charges of all compared organisations at 31%. This is partly due to the scale
of project work that SPREP does compared to others, but it could also be viewed as a risk given
Programme Management Charges are not guaranteed (because they are earned on delivery and are
subject to disruption such as occurred during COVID-19). Therefore, SPREP is more reliant on
Programme Management Charges than other organisations, and this leaves it exposed to shortfalls
should delivery of projects be disrupted or delayed.

Programme Management Charges as a % of Total Project Funding: SPREP’s sits about mid-range for

rate of Programme Management Charges (9.3%) when compared to other similar organisations, with
variability of Programme Management Charges for different donors explored in Section 2.3.1 above.
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Further insights on Programme Management Charges from interviews with comparable
organisations

o All three CROPs interviewed had similar views on Programme Management Charges, saying
that they had no “silver bullets” and faced similar issues to SPREP in that some donors do not
pay the target rates of each organisation.

e All three also have a target rate of 15% for non-members but find they are not able to achieve
this in most instances. PIFS has a target rate of 10% for members, while SPC and FFA have the
same 15% across the board.

e Both PIFS and SPC have said “no” to some projects in the past if the projects do not allow for
recovering costs of project implementation, but this is rare, and they are usually able to find
an alternative. PIFS said that they would prepare a detailed cost/benefit analysis before
arriving at this decision. FFA has had experience where some projects with 0% management
fees ended up resulting in significant costs for the organisation and they would carefully
consider whether to progress with similar projects in the future.

Further insights on Cost Recoveries from interviews with comparable organisations

All three CROPs interviewed had some interesting insights into cost recovery, which could be helpful
for SPREP to learn from and leverage.

SPC

® SPC have different approaches to cost recovery depending on the cost line. For example:

O ICT is calculated as a fixed cost per employee, which includes both hardware and any
ICT assistance and software required.

O Facilities are calculated using a cost per square metre per employee. This is
determined by calculating how many employees for each division are allocated to a
given project as a percentage of how many employees each division has in total. This
percentage is multiplied by the square metres used by that division and multiplied by
the fixed per square metre cost of facilities.

O Publications, translations, and interpretation is based on services provided, with fixed
costs per service (for example, fixed cost per word translated).

O SPC feel there are still some costs that are not adequately being covered, including
recruitment, legal, grants and procurement costs.

® SPC advises that the best approach to delivering full cost recovery is to first identify and
document all indirect costs and then work out a simple approach to determining this cost and
then checking this against donor cost recovery eligibility policies.

® One interviewee, who was a previous employee of SPC, highlighted that SPC charges EUR
5,800 (equivalent of US$6,342) per employee per year for ICT costs alone and this has been
accepted by the EU.

E
=
wn

e PIFS currently use a fixed office cost and IT cost per person, which has been accepted by the
EU. They work out annual expenditure on facilities and IT costs and divide that by the number
of staff involved in each programme or project. The current charge is FID $1,400 per month.

o PIFS are also reviewing how they can cover additional costs that are not currently being
recovered, such as team leaders and management staff, using a job costing model with staff
timesheets etc.
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FFA are also currently reviewing their cost recovery process and has now agreed new standards
for different costs.

FFA have recently had to pay back $500,000 to the EU after an audit on cost recoveries; this
has been a significant driver for their recent cost recovery review and cost recovery activities
have been limited recently until this review is completed.

2.3.3 Perspectives from SPREP Members and SPREP Leadership Team

The following perspectives from SPREP Members and the SLT on SPREP’s Programme Management
Charges and Cost Recoveries were provided during interviews conducted for this review.

General

SPREP members noted that funding from projects form the dominant part of SPREP’s overall
budget and SPREP is dependent on Program Management Fees, both for funding core
functions associated with these projects, as well as SPREP core functions at a more general
level.

Most SPREP and SLT members noted that previous SPREP Meetings have agreed a policy for
programme fees (12% for Members and 15% for Non-Members) which, if implemented, would
result in a substantial improvement in SPREP’s core budget.

However, the actual programme management fees paid by donors are much lower than the
agreed policy and ideally should be increased. Many members called on SPREP to be more
proactive when discussing this subject with donors, including “saying no” when programme
fees are inadequate to meet the basic core functions associated with programme
implementation and/or when the cost/benefit ratio is too high (i.e., in terms of level of
delivery to SPREP Members and costs of implementation within the Secretariat). It is noted
that this is challenging as SPREP is trying to support the needs and requests of its members
through donor supported projects. It is also noted that this approach (of saying no) is rarely
applied by other CROP agencies, as discussed above. Also, most of the donors that fund
projects supporting PICTs members have a lower Project Management Fee than that provided
for in the SPREP policy.

SLT Members noted there are exceptions with, for example, Australia having generally applied
the 15% program fee rate to their project and programme support.

Members also suggested SPREP should explore flexible ways of including traditional core
costs, such as recruitment and procurement, within donor project’s budget line items, while
not incurring ineligible expenditure. One SPREP member noted: “It will be useful for SPREP to
look at how other programmatic/project expenses covering operational expenses can be
tagged to programmes and projects. In other words, for donors that are unable to meet
SPREP’s administrative fee rating, explore other means that SPREP can make those
programmes and projects pay for other costs while remaining within donor guidelines”. The
Review Team noted that SPREP does include some of these costs in a number of projects, but
a uniform and consistent approach could be implemented to ensure these costs are recovered
in full.

Some SPREP and SLT Members noted that SPREP is between “a rock and a hard place” because
a higher programme fee is essential, but donors are limited by their policies regarding the
level of administrative fee which can be charged. As noted by one member: “donors have their
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bureaucracy to deal with and they often have limited latitude to change policies on matters
such as programme fees”. It therefore may not be possible to quickly address this.

One member noted that, given the likelihood that this situation will not change: “SPREP should
choose to plan and prepare its budget taking into account the allowable administrative fees
of the different donors and partners”.

Some SLT Members noted that donors have different levels of “flexibility” with some being
willing to discuss and negotiate ways to address core costs while others are quite inflexible,
with implementation fees as low as 5-9%.

It was suggested that there should be a consistent CROP wide approach to Programme
Management Fees and that the SPREP Secretariat should reach out to other CROP agencies
on this issue with the aim of having greater consistency of approach on this issue. Most CROPs
are working with the same donors so such an approach would appear logical. It was also
suggested that SPREP should consider convening a meeting of all current donor partners to
raise the above issue and find ways to address it.

SPREP Members noted that important donor engagement is essential. Many noted that the
“Donor and Partner Dialogue” held prior to the 2023 SPREP Meeting was very important and
should be continued. Most SPREP Members and Donors noted that a regular donor round
table would be useful, to discuss mutual priorities, to obtain donor views on priorities and to
address issues, such as core funding. For example, the issue of Programme Fees, and their
adequacy, was discussed openly at the 2023 “Donor and Partner Dialogue”. Close and
effective partnership between SPREP and donors is essential and opportunities for open and
clear communication between SPREP and donors/partners need to be explored.

Several SLT Members highlighted the increased and increasing cost of doing business in the
Pacific Region as a clear rationale for why Programme Management Charges may need to be
higher than for other places around the world to ensure adequate coverage for core
operations.

Specific Donors — European Union

SLT Members noted that the EU is SPREP’s largest donor and is thus very important. Table 2,
above, noted that the EU has provided total funding of US$27.7 million to SPREP for the
implementation of relevant projects, over the 2013 to 2022 period. Support from the EU to
SPREP has increased significantly over the last 10 years, and this rate of increase is anticipated
to continue in the future.

Although the EU appears inflexible with their 7% program fee, the experience of the SPREP
Finance Division in working with the EU over many years has shown that they are willing to be
flexible regarding options for cost recovery. SPREP Members noted this was reinforced at the
donor/partners meeting, held prior to the 2023 SPREP Meeting, where the EU representative
noted the EU can be “flexible” in relation to inclusion of traditional core costs within project
budget lines.

Experience noted by SPREP SLT Members indicates the EU is clear that Human Resource costs
have to be covered under the 7% programme fee but that other areas, including the costs of
IT, Finance, and Communications, can be included in budget lines as direct costs, where the
expenditure relates directly to the project outcomes.

It is important that there is close consultation with relevant staff at the EU and that this
consultation occur at an early stage of project planning and preparation. What is important is
that all relevant costs, including core costs, are planned, and programmed well in advance at
this preparatory stage and factored into the budget.
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SPREP Finance have noted that they work effectively with the EU Finance Officer in Suva and
that: “They have a good relationship and are continuously discussing issues of mutual
interests, including which areas can be subject to cost recovery”. It is very important that this
close cooperation continues and is strengthened. SLT staff noted the positive experience of
the EU funded Pacific Bioscapes project, implemented through the SPREP Fiji office. In this
case SPREP has appointed a person who previously worked with the EU Finance, and this has
provided an opportunity to capitalize on internal EU knowledge. This experience has shown
the benefits of having SPREP staff who have prior experience with EU financial management.
SLT staff noted that the issue of “ineligible expenditure”, particularly with the EU, has been a
major issue for SPC and PIFS, which have had to set up arrangements over time to pay back
the EU, based on audits carried out for the European Development Fund (EDF)?. Ineligible
funding has been less of an issue for SPREP reflecting an internal policy of “zero tolerance” for
ineligible funding within the organisation. SPREP should aim to find the balance between
recovering all costs that are eligible within donor/partner guidelines, while not overstepping.

Specific Donors — International Financing Instruments (GEF and GCF)

Many SPREP Members noted that International Funding Instruments, such as Global
Environment Facility (GEF), the Green Climate Fund (GCF) and the Adaptation Fund have been
very useful in supporting environmental and climate change projects in the Pacific region,
although most members noted a higher level of familiarity and comfort with the GEF as against
the GCF, in part reflecting the much longer history of GEF in the Pacific region by comparison
with the GCF.

Some SLT Members noted that the GCF has proved to be a “very difficult” donor when one
compares costs and benefits. GCF requirements, particularly those regarding compliance,
reporting, and disbursements, were noted as being very onerous by a number of PICT
members, who suggested GCF systems are far too bureaucratic relative to the benefits. Many
members also noted the Adaptation Fund is similar in relation to these issues. The relationship
with GEF has been better although it provides very limited programme fees (5%).

Some SPREP members noted that there is potential for increasing revenue from GCF, GEF, and
AF, if SPREP works closely with PICs at an early stage of project planning. For example, one
SPREP member noted: “PICs can provide support (revenue) for SPREP by way of making its
accredited entity and delivery partner of choice for most of our GCF Readiness Projects as well
as with GEF, through SPREP’s status as an Executing Agency, through the mutually agreed use
of GEF STAR® funding allocated to PICs to support SPREP involvement”.

SPREP members suggested that SPREP ensures it makes full use of the opportunities provided
through the GEF, such as the GEF STAR allocation, and through the GCF, through working to
become the delivery partner of choice for PIC GCF Readiness Projects. It was also suggested
that SPREP strengthen its capacity for dealing with these multilateral funding agencies. One
SPREP member noted: “This approach could provide a significant revenue stream for SPREP
and a programme delivery vehicle for its membership”.

2 More information on the EDF is outlined at https://eur-lex.europa.eu/EN/legal-content/glossary/european-

development-fund.html

30 GEF System for Transparent Allocation of Resources see https://www.thegef.org/publications/system-
transparent-allocation-resources-star
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e A number of Metropolitan Members of SPREP are significant donors to the GCF and the GEF.
For example, the UK is the biggest cumulative donor to the GCF, and they noted their
considerable interest in improved GCF delivery, particular for Least Developed Countries
(LDCs) and Small Island Developing States (SIDS)*'. SPREP should engage with relevant
Metropolitan Members to increase the delivery and impact of climate finance to the Pacific
region. Metropolitan Members are also significant donors to the GEF, including the latest GEF
8 programme and the Global Biodiversity Framework Fund (GBFF), which provide options for
significant support to PICs in relation to biodiversity conservation.

Cost Recovery Opportunities

e One interviewee highlighted that there is a lot more that SPREP could be recovering costs for,
but currently isn’t at least on a consistent basis, including the cost of core funded positions,
ICT costs, and for desk space.

e One member suggested that the UN has best practice guides for cost recovery, which SPREP
could reference to assist with implementation of cost recovery processes. The UN itself offers
standard packages of services which come with standard pricing, as well as a price list of
additional services. These policies have been used for decades by the UN and are generally
familiar to, and accepted by, donors. This information should be reviewed to gather insights
into how SPREP could mirror similar processes that are proven to be acceptable by donors.

e Oneinterviewee also highlighted the need for a system and streamlined process for managing
cost recovery so that it can be efficiently accounted for at project inception, and then
monitored and reported on throughout all stages of the project.

2.3.4 Analysis and Recommendations
Programme Management Charges

SPREP’s policy on Programme Management Charges (12% for Members, 15% for non-members) is not
being achieved, mainly because some key donors have their own policies which only allow for lower
programme management charge rates. Additionally, having a flexible and multi-tiered programme
management charge policy likely signals to some donors that these fees are up for negotiation. As
identified during interviews with the other CROP agencies, SPC and FFA both have a fixed policy of
15%.

The average rate for SPREP’s Programme Management Charges vary significantly by donor and even
by project, ranging from 2% to 16%, with an average of around 8.3%. This means that SPREP operates
some projects at a deficit, putting strain on the organisation’s ability to manage its overall portfolio
effectively. SPREP is also more reliant on Programme Management Charges than other organisations,
which leaves it exposed to shortfalls should delivery of projects be disrupted (as occurred with the
COVID-19 pandemic) or delayed due to other causes. It is noted that the highest Programme
Management Charges SPREP receives is from the ADB and that all projects implemented through the
Governments of Australia, Finland and Germany have a Programme Management Charge over 10%.
Further, SPREP’s major donor, the EU, allows for a Programme Management Charge of only 7%.

31 From interview with Mr. Jean-Paul Penrose, United Kingdom, interviewed on 30th October 2023
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RECOMMENDATION 8: SPREP should update its policy on Programme Management Charges to be a
fixed 15% (for both members and non-members) and should urge all donors to apply this policy. The
rationale for the SPREP policy on Programme Management Charges needs to be clearly communicated
to donors, including highlighting the cost of doing business in the region and the consequences for
SPREP’s programme delivery to PICTs if this policy is not adhered to. SPREP should conduct an
independent review into the cost of doing business in the region, to provide clear rationale to donors
for why SPREP needs to adhere to its policy of 15% for Programme Management Charges.

Cost Recovery Rates

Cost Recovery Rates for SPREP3? on donor projects are significantly less than for other similar
organisations, including other CROP agencies considered under this review. Comparisons to other
organisations (see Section 2.3.2), as well as perspectives from SPREP Leadership Team members (see
Section 2.3.3) indicate that there is still a significant amount of improvement to be made in this area.
SPREP’s Cost Recovery Rate of 3.4% is very low compared to SPC’s at 9.2% and PIFS’ at 12.5%. This
Review notes low-cost recovery rates are potentially leading to >USS1m of missed recovery
opportunities each year. There are valuable lessons from other CROPs regarding cost recovery, which
could be helpful for SPREP to review and apply. Some of these are noted above in Sections 2.2.2 and
2.2.3. The Review Team considers that SPC’s approach to cost recovery is applicable to SPREP as is the
UN Best Practice Guidelines for cost recovery, which SPREP could refer to for assistance with the
implementation of cost recovery processes. Interviews with donors and SPREP staff also indicate a
number of specific actions SPREP could take to increase cost recovery®,

RECOMMENDATION 9: SPREP should review cost recovery practices as a priority, with the aim of
increasing the rates of cost recovery to those currently achieved by SPC and PIFS. This should draw on
existing cost recovery policies of SPC and PIFS, as well as the UN, which offers best practice guidance
on this area. It should also include adequate systems and processes to efficiently account for, monitor,
and report on cost recovery within SPREP.

Increased partnership with donors and other CROP agencies

This Review underlines that SPREP is seen as a valuable partner for donors. Many noted that the
“Donor and Partner Dialogue” held prior to the 2023 SPREP Meeting was important and should be
continued. Close and effective partnership between SPREP and donors is essential and opportunities
for open and clear communication between SPREP and donors/partners need to be explored. It is
important that there is close consultation with donors at an early stage of project planning and
preparation and that all relevant costs, including core costs, are planned, and programmed well in
advance at this preparatory stage and factored into the budget.

Most CROP agencies are working with the same donors and face similar challenges to SPREP in relation
to Programme Management Charges. There are a number of initiatives underway to ensure better
harmonisation across and between CROP agencies®*, under the direction of the CROP CEOs Group.
However, there is currently no consistent CROP-wide approach to addressing administrative fees
received by donors, although some donors, such as the EU which support projects in a number of

32 Based on the USS amount that SPREP collected via cost recovery activities divided by total programme funding.
33 Refer Section 3.3.3 - Cost Recovery Opportunities
34 Refer https://forumsec.org/council-regional-organisations-pacific-crop for additional information on CROP
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CROP agencies, do have consistent policies. SPREP should consult and cooperate with other CROP
agencies to ensure the sharing of information and to work towards a consistent CROP wide approach
to Programme Management Charges. There could be opportunities to look across CROPs at issues such
as harmonisation of services and whether there are cost efficiencies in merging back-office functions
across CROPs.

RECOMMENDATION 10: SPREP should ensure that there is open and clear communication and
consultation with donors at an early stage of project planning and preparation and that all relevant
costs, including core costs, are considered, and factored into the budget. The Donor and Partner
Dialogue, held prior to the 2023 SPREP Meeting, is a good model for donor consultation and dialogue,
and should be continued and used to provide an opportunity to openly discuss key issues such as
Programme Management Charges.

RECOMMENDATION 11: SPREP should consult and cooperate with other CROP agencies to ensure
sharing of information and work towards a consistent CROP wide approach to shared challenges, such
as Programme Management Charges, cost recoveries and broader fundraising challenges.

International Financing Instruments

SPREP should ensure that it makes full use of the opportunities provided through the GEF, such as the
GEF STAR allocation, and with the GCF through working to become the delivery partner of choice for
PIC GCF Readiness Projects. The Review Team notes that SPREP already works with countries on their
STAR allocations and has been doing so for some time. However, countries are not always willing to
share STAR allocations with SPREP. One SPREP member noted: “This approach will be a significant
revenue stream for SPREP and programme delivery vehicle to its membership”. It was also suggested
that SPREP strengthen its capacity for dealing with these multilateral funding agencies. It is noted that
SPREP used to have a dedicated position for GEF, and this provided invaluable support for PICs in their
development of GEF projects. There also needs to be fair, equitable and transparent arrangements
when SPREP members request SPREP to be the Implementing Agency / Executing Agency for projects
funded by global funding mechanisms, such as the GCF, Adaptation Fund and GEF. SPREP should make
full use of the opportunities provided through large multilateral funding agencies such as the World
Bank, the Adaptation Fund, the GEF and the GCF in areas where there is a clear overlap between
priorities of these agencies and of SPREP in the Pacific region.

A number of Metropolitan Members of SPREP are significant donors to the GCF and the GEF. SPREP
should engage with relevant Metropolitan Members to increase the delivery and impact of climate
finance to the Pacific region, through both the GEF and the GCF. Also, SPREP should increase its
involvement with the GEF, including the GEF 8 programme and the GBFF, to increase support to PICs
in relation to biodiversity conservation.

RECOMMENDATION 12: SPREP should strengthen its internal capacity for dealing with multilateral
funding agencies, including through dedicated positions for the GEF and the GCF, subject to available
funding.

RECOMMENDATION 13: SPREP should engage with relevant Metropolitan Members to increase the

qguantity and impact of climate finance and biodiversity funding to the Pacific region, through the GCF,
the GEF and the Adaptation Fund.
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2.4 Other Donor Fund Income

2.4.1 Data Analysis

Other Donor Fund Income is an important source of core income, as it is both unrestricted (i.e., untied
to projects, so can go straight towards funding core operations) and reliable (i.e., not subject to
delivery of projects, unlike Programme Management Charges).

Other Donor Fund Income long-term trend

Other Donor Fund Income has increased in relative contribution to SPREP’s core funding over time, as
shown in Figure 9 below. This has in part helped to cover the shortfall created by Member
Contributions not keeping pace with SPREP’s rising organisational costs (covered in Section 2.2).

Figure 9. Relative % Contribution of Other Donor Fund Income to Core Funding 2013-2022.

46%  45%

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Sources of Other Donor Fund Income

The majority of the increased Other Donor Fund Income has come from Australia and New Zealand,
as can be seen in Figure 10 below (also see full list in Annex 5). With the exception of Australia, New
Zealand and China, there have been no other sizeable and consistent sources of Other Donor Fund
Income over the past 10 years, noting in particular that the other three metropolitan member
countries have not provided any sizeable contribution to Other Donor Fund Income. Given SPREP’s
reliance upon this funding, as indicated in Figure 8, this lack of funder diversification is a clear risk for
SPREP.

Figure 10. Other Donor Fund Income from Major Sources 2013-2022.
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2.4.2 Comparison to Similar Organisations

Comparison of Other Donor Fund Income in annual reports

See Table 5 below for some comparisons to key Other Donor Fund Income indicators for comparable
organisations.

Summary Comparison 2022 SPREP ’ SPC ’ PIFS ’ FFA ’ CTI CARICOM

USS Equivalent ODFls 2,294,333 5,824,429 3,117,060 935,034
ODFl as a % of Core Funding 40% 29% 6% 16% 17%
ODFI as a % of Total Project Funding 11.8% 9.3% Unknown 25.98% Unknown

Table 5. 2022 Other Donor Fund Income (ODFI) indicators compared to other organisations.

Whilst SPREP has seen a steady increase in Other Donor Fund Income over the past 10 years, it still
lags behind PIFS, which has grown from US$400k Other Donor Fund Income in 2013 to nearly USS6m
in 2022. The list of donors that contribute these funds is not presented in their financial statements.
This was explored during the interview with PIFS and is summarized in the next subsection.

Other organisations have seen varied levels of success in securing Other Donor Fund Income. SPREP
has a relatively high % contribution from Other Donor Fund Income at 40% compared to others, though
PIFS (61%) is the highest (mainly due to receiving less funds from specific projects). FFA has a very low
contribution at 2%, which is entirely made up of an Australian Development Fund Donation. The
reason for the low rate for FFA is perhaps that, given FFA receives much more significant contributions
from industry, donors are less willing to provide additional funding to support the core operations of
the organisation. MRC has been relatively successful in securing Other Donor Fund Income funds, with
sizeable contributions from not only Australia (US50.5m) and New Zealand (US$0.7m), but also from
Switzerland (US$0.5m) and Sweden (USS1m).

Further insights on Other Donor Fund Income from interviews with comparable organisations

PIFS
e  Whilst Other Donor Fund Income makes up a significant proportion of PIFS’ core income, there
was no silver bullet for SPREP to gain significant insights from. PIFS confirmed that the vast
majority of the Other Donor Fund Income currently comes from DFAT and MFAT, which is the
same as SPREP. These funds are provided through 3-year framework agreements.

e There has been no funding from philanthropic sources.

e PIFS are heavily involved with progressing the Pacific Resilience Facility, which is a USS1.5
billion fund aimed at improving the Pacific community’s resilience to climate change. This
could provide some funds to PIFS, but most likely via project funding, not core funding,
however.

[%2]
-
(@]

e Similarly, SPC advised that they have had similar success as SPREP with Other Donor Fund
Income, with some voluntary funding from Australia and France.

e SPC stated that philanthropic funding has been challenging to find and thinks it is difficult to
fund a large organisation with significant overheads in this way. They are currently exploring
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potential funding with the Bezos foundation, which would be a new type of arrangement for
them and is likely to be slightly more flexible than other donor funding.

They also stated that they have more flexibility with programme funding than for project
funding, as programmes tend to fund overall outputs, while projects fund specific things. This
is the same situation as for SPREP.

FFA also gets untied funding from DFAT and MFAT, which is based on 5-year agreements. This
supports core functions, with 40% for staff and 60% for activities.

Perspectives from SPREP Members and SPREP Leadership Team

The following perspectives from SPREP Members and the SLT on SPREP’s Other Donor Fund Income
were provided during interviews conducted for this review.

SPREP Members noted that Australia and New Zealand have provided significant support to
SPREP through longer-term, multi-year Framework Agreements. These provide direct support
for core functions within SPREP, with each Agreement linked to the achievement of longer-
term outcomes, relevant to SPREP’s mandate and Strategic Plan. One SPREP member noted
that this support has been critical in supporting the effective functioning of SPREP.

A number of Members noted that, when these Framework Agreements were negotiated and
then commenced in 2012, that there was an expectation that the other Metropolitan
Members of SPREP (US, France, and UK) would also develop similar Framework Agreements
to support the effective function and core resourcing of SPREP. This has not occurred and
many SPREP and SLT members noted that these three metropolitan member countries have
not provided any sizeable contribution to Other Donor Fund Income. The support and
involvement of all SPREP Metropolitan Countries is outlined in Section 3.3 of this report.
Many SPREP Members noted that Australia and New Zealand are providing the “lions share”
of untied or programmatic funding for SPREP and that the other Metropolitan Members are
not “pulling their weight”. Members strongly suggested that these Metropolitan Members
should be encouraged to develop Framework Agreements, or equivalent, with SPREP.

It is also noted that the Government of China, while not a member of SPREP, current provides
significant, untied core support to SPREP, at a level equivalent to the annual Membership Fees
of a number of SPREP Metropolitan Members. Many SPREP members were surprised to note
that the Government of China provides such significant core funding to SPREP.

Some SPREP members noted this support from the Government of China is a positive recent
initiative and suggested SPREP should also explore new partnerships with other donor
partners including the Arab Gulf States. SPREP as an organisation must be open to new
partnerships to address gaps in its resource capabilities.

Some members suggested that SPREP should work more closely with all Metropolitan
Members, both on an individual and a collective basis, with particular emphasis on the United
States, France, and the United Kingdom. Opportunities for SPREP engagement with these
countries are outlined in Section 3.3 of this report®.

35 A full report including the text of all interviews will be submitted separately to SPREP SLT as part of this

project.
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e One respondent to the survey highlighted a challenge where for some countries, their
domestic laws prevent them from providing core-funding to intergovernmental organisations.
“For example, the United States has no further mechanism for increasing funding now. It's my
understanding that France is in the same position. SPREP must explore core funding options
that do not rely on electorates and varying domestic laws. | strongly encourage the Secretariat
to explore funding from philanthropic organisations such as Bezos and Bloomberg. Hiring an
entry-level development coordinator/fundraiser would also be a strong investment.”

o Another survey respondent highlighted the potential of looking into other national funders,
including “Korea, UAE, Japan, Sweden”. This will be explored further in Section 3.1.

2.4.4 Analysis and Recommendations

Support from Metropolitan members for Other Donor Fund Income, including through Framework
Agreements and on major programme initiatives.

SPREP is highly reliant upon Framework Agreements from Australia and New Zealand, which provide
a significant contribution to SPREP’s overall budget. There have been no similar contributions from
other metropolitan countries. If they were to contribute in a similar manner as Australia and New
Zealand, this could make a significant difference to SPREP’s long-term funding sustainability.

All Metropolitan Members of SPREP either have or are developing major initiatives and programmes
which have a high correlation with the mandate of SPREP. For example, the President of France
announced, in July 2023, significantly increased support for programs in the Pacific region (200m Euros
until 2027) specifically in the areas of climate change adaptation and mitigation and ocean
conservation and MPAs management®. The important efforts made by SPREP in the region were
underlined and recognized by the French President. Similarly, the United Kingdom’s Blue Planet Fund®’
is a significant £500 million programme supporting developing countries to protect the marine
environment and reduce poverty. This includes a call by the United Kingdom to protect at least 30% of
the global ocean by 2030 and to stop plastic pollution from entering the ocean®. President Biden of
the US announced a national strategy, the first-ever from the US government dedicated to the Pacific
Islands, in September 2022. It supports the Indo-Pacific Strategy of the United States and is aligned
with the goals of the Pacific Island Forum’s 2050 Strategy. Of particular relevance are elements of this
strategy relating to: “Combating the Climate Crisis and Build Climate Resilience in the Pacific”. Other
Metropolitan SPREP Members have also made similar commitments relating to conservation, climate
change, ocean governance and waste management, all areas where SPREP plays a leading role in the
Pacific.

More information on the above initiatives is included in Section 3.3.1 of this report (Bilateral Donors —
Metropolitan Members of SPREP).

There are significant opportunities for SPREP to work in partnership with Metropolitan members to
support PICT efforts in these areas. SPREP should engage with all Metropolitan Members with a view

36 For more information see https://www.lemonde.fr/en/france/article/2023/07/29/france-relies-on-climate-
adaptation-to-retain-influence-in-the-pacific 6071432 7.html

37 For more information see https://www.gov.uk/government/publications/blue-planet-fund/blue-planet-fund
38 Through the joint UK and Vanuatu-led Commonwealth Clean Ocean Alliance.
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of becoming the “partner of choice” in relation to these initiatives and programmes where they relate
to SPREPs mandate. This is already happening in relation to Australia and New Zealand as reflected in
the large-scale funding support from Australia and NZ, such as for the Pacific Climate Change Centre
(PCCC) and the NZ MFAT NZ$20m grant for invasive species. Information on the programmes and views
of Metropolitan members is outlined in Section 3.3.1 (Bilateral Donors - Members of SPREP) and 2.4.4
(Other Donor Fund Income - Analysis and Recommendations).

RECOMMENDATION 14: SPREP should strongly encourage Metropolitan Members (US, France, and
UK) to develop Framework Agreements, or equivalent, with SPREP, along the lines of existing
Framework Agreements with Australia and New Zealand.

RECOMMENDATION 15: SPREP should engage with all Metropolitan Members with a view of
becoming a “partner of choice” in relation to their initiatives and programmes where they overlap
with SPREP's mandate. These include, but are not limited to, the UK Blue Planet Fund, the recently
announced support from the French Government for climate change and ocean conservation and
relevant aspects of the US National Strategy dedicated to the Pacific Islands, announced by President
Biden in September 2022.

Other new partnerships and opportunities for SPREP

SPREP should consider new partnerships to address gaps in its resource capabilities. SPREP should
explore new partnerships with other donor partners with programmes in areas of SPREP’s mandate,
such as the Arab Gulf States, Japan, Korea, Germany?®, and Canada“’, building on the model of China’s
support for SPREP. Whether these countries would be open to the idea of contributing funds towards
SPREP’s core budget would require additional discussions with these countries. SPREP should also
explore a range of non-traditional options for revenue generation, including through work with
Foundations, Trust Funds, Charitable Organisations, the Private Sector, and other sources. This would
need to be guided by the SPREP Partnership, Engagement and Resource Mobilisation Strategy. This is
further explored in Section 3.

Explore further opportunities for fundraising

SPREP should, as a priority, employ a person(s) specifically charged with fundraising for the
organisation. The elements of the TOR for this fundraising position should include, but not be limited
to: (a) additional bilateral donors; (b) philanthropic organisations; (c) the private sector; and (d)
innovative sources of funding.

RECOMMENDATION 16: SPREP should employ a person(s) specifically charged with fundraising for
the organisation.

RECOMMENDATION 17: SPREP should develop and implement a comprehensive fundraising strategy
that considers all options, raised in this report including but not limited to (in likelihood priority order):

3939 Germany is providing, and has provided, large-scale funding through its International Climate Initiative (IKI)
for Ecosystem-based Adaptation, Invasive Species and Climate Change projects.

40 See section 3.1 for further analysis on significant Official Development Assistance contributors to
environmental causes.
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a) Additional Bilateral Donors: Funding partnerships with other bilateral donors where these donors
have programmes that link with and support SPREP's mandate. This could include, but not be limited
to, the Governments of Japan, Germany, relevant Arab States, China, and Korea.

b) Philanthropic Organisations: A targeted strategy of securing philanthropic funding, focused on
those with strong alignment to SPREP's mandate and with significant funding volume.

c) Private Sector: A targeted strategy of securing non-traditional and innovative sources of funding,
including, but not limited to, corporate philanthropy and CSR from private organisations with strong
alignment to SPREP’s mandate.

d) Innovative Sources: Potential consideration to more innovative sources, such as bonds, credits,
offsets and trust funds, especially if developing a large-scale environmental programme with clear
topical thematic outcomes.

2.5 Other Income

2.5.1 Data Analysis
Other Income long-term trend

Over the 2013-2022 period Other Income has made a small, but relatively stable contribution to core
funding, see Figure 11 below.

Figure 11. Relative % Contribution of Other Income to Core Funding 2013-2022.
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10%

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Sources of Other Income

For SPREP, Other Income largely consists of income from office rent, travel and other recoveries, and
other miscellaneous income. There were no significant issues or opportunities identified during data
analysis for this income line.

Page 60



2.5.2 Comparison to Similar Organisations

Comparison of Other Income in annual reports

See Table 6 below for some comparisons to key Other Income indicators for comparable organisations.

Summary Comparison 2022 MRC CARICOM

126,507 130,497

Rent Income (US$ Equiv.)

Interest Income (USS Equiv.)

458,057 73,230

Miscellaneous (USS Equiv.) 295,387 241,716 255,750 191,987

Total Other Income (US$ Equiv.) 468,251 | 586,536 | 455,486 191,987

Other Income as a % of Core Funding 8% 3%

Other Income as a % of Total Project Funding 2.4% Unknown

Table 6. 2022 Other Income indicators compared to other organisations.

The only comparable organisation researched that earns significant income from other miscellaneous
sources is FFA. FFA earns a significant proportion of income from vessel registration fees (over USS3m
per annum) and other levies (~USS$0.5m per annum). This flexible revenue provides a stable core base
of funding for FFA that can be relied upon each year. In addition, FFA also earns a small amount of
income from housing rental (US$130,000), interest (~US$50,000) and other benefits from property,
plant, and equipment (nearly US$0.5m).

Both SPREP and PIFS earn a small amount of income from office rental. Some effort could be made to
review these rents and adjust them in line with inflation and the commercial rental market more
generally.

SPC, PIFS and FFA all earn a reasonable amount of income from interest. This was explored further
during interviews with each of them and is outlined in Section 2.5.3.

SPREP’s Miscellaneous Income is quite high (US$295,000), though the majority of this (81%) is
amortization of deferred income, while the rest is for travel recoveries.

One other point of interest is that SPC’s Other Income typically comes from two main sources (aside
from net foreign currency gain and interest already discussed):

e Housing Income: Where SPC rents out housing to SPC employees at 75% subsidized cost and
25% paid by the employee, which is reported as income for SPC. This generated a loss of
USS$113,000 in 2022, but typically income received is much higher than that. For example, in
2021, SPC earned US$2.15m from housing rentals and had US$1.85m of expenses, yielding a
surplus of ~US$300,000. A key benefit of this income is that there are no restrictions on its
use.

e Canteen Income: SPC’s canteen includes a shop that sells goods and duty-free products
exclusively to staff. In 2022, the canteen had US$660,000 of sales and US$595,000 expenses,
yielding a surplus of US$65,000. Similar to the housing income, the key benefit of this income
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is that there are no restrictions on its use. One downside however is that the canteen has seen
several years where it has run at a loss, which means it has at times been more of a drain on
resources than a gain.

Whilst neither of the above two income sources are particularly rewarding for SPC, they are examples
of social enterprises being run within organisations, where any surpluses earned can be used directly
by the core operations with no restrictions.

Itis also worth noting that there is no evidence from reviewed annual reports that other organisations
have had any success with non-traditional options for core funding, such as corporate partnerships,
endowment funds or social enterprises. This was investigated further during interviews with CROPs
and interviews with philanthropic organisations and is discussed in the next subsection.

Further insights on Other Income from interviews with comparable organisations

SPC

e SPC explained that they invest some funds received in advance for projects or programmes
into term deposits to earn interest, applying a similar approach to SPREP. They only do this
when they know that the funds will be used within 1-2 years. These investments need to carry
zero risk, so they are invested into guaranteed term deposits. Due to volume, they are now
getting better interest rates from the banks and improved conditions if they need to be
terminated early.

e SPC have two ‘self-funded’ income streams — the canteen for staff and housing rentals. SPC
have advised that they do not currently direct surpluses back to the core as they want these
businesses to be self-sustaining, but they may choose to one day. The housing rental is for 100
properties in Noumea, which provides accommodation for international staff.

e FFAalso rent out properties in Honiara to staff at a discount. This ends up being relatively break
even for FFA, and they ensure that it is sustainable in itself, rather than drawing on it to fund
other areas.

e They also have financial regulations that empower the Director General to deposit funds
received in advance into term deposits to earn interest. Monies must be readily available at
the time they are needed and zero risk.

E
=
w

e PIFS earns some interest from core reserves in their general fund that are placed in term
deposits. Reviewing PIFS annual reports confirms that they have term deposits invested with
ANZ Australia and Westpac New Zealand. It does not receive any interest income on funds
received in advance for projects, as they have said they are prevented from doing so by
agreements with donors.

2.5.3 Perspectives from SPREP Members and SPREP Leadership Team

The following perspectives from SPREP Members and the SLT on SPREP’s Other Income were provided
during interviews conducted for this review.
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SPREP should explore options for funding from a range of non-traditional donors.

Most SPREP members noted that SPREP has relied on the same donors over the last 20 years
and should do more to “broaden the net” beyond these donors to ensure more secure long-
term sources of funding.

All interviewees noted that there are a range of options available for SPREP including work
with Foundations, Trust Funds, Charitable Organisations, the Private Sector, and other
sources.

SPREP has some experience working with US Foundations, including the Pew Foundation
which has previously supported the work of SPREP on marine species conservation, although
it is noted that this was for project funding, rather than core income. This also paid for a staff
position. SPREP staff noted that this experience had been positive, but challenges arise when
the priorities of any particular Foundation changes to other areas which do not match the
priorities of SPREP.

SPREP has limited experience working with the private sector although it has recently started,
through the Waste Management and Pollution Control (WMPC) Division, a private sector
partnership with SWIRE Shipping*!. Under this partnership, SWIRE provides a facility to some
SPREP members to move waste for free, this covers 65% of the costs of moving waste from
some PICs, excluding scrap metal.

A number of SPREP and SLT Members noted that the experience of large US based NGOs, such
as Conservation International (Cl) and The Nature Conservancy (TNC) has lessons for SPREP
which should be reviewed. It was noted these NGOs have been very successful in raising funds
for priority conservation projects and that they all have a professional approach to revenue
generation, which includes the employment of professional fundraisers. With that said, some
interviewed highlighted the difficulty of raising funds for governance or capacity building as
against raising money for high profile projects.

Some SPREP members noted the experience in the region relating to Trust Funds for
conservation and environmental management, including: (a) the Phoenix Island Protected
Area (PIPA)* Trust Fund in Kiribati which was set up to generate revenue for on-going costs,
including staff salaries, for the PIPA with financial support from a number of donors including
Cl, the Waitt Foundation and Oceans 5; and (b) the Sovi Basin Trust Fund* which was set up
with financial support from Fiji Water and Cl and financial expertise through a Singapore based
broker.

Several SPREP Members suggested the establishment of a Trust Fund for SPREP could be
considered and set up in a way that could accept contributions from different donors and
countries for its capitalization. Any such fund would have to be professionally set up and
managed, with interest earned used to support recurrent operations of the Secretariat. For
this to work, SPREP would need to proactively explore partnership with donor partners and
like-minded collaborators.

41 More information on SWIRE Shipping is outlined at https://www.swireshipping.com/
42 For more information refer https://whc.unesco.org/en/list/1325/
3 For more information refer https://www.cbd.int/financial/trustfunds/Fiji-sovifund.pdf
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Options for cost saving and internal revenue raising in Secretariat.

SPREP staff noted that there has already been considerable review of options for cost saving
and revenue in the Secretariat, particularly in relation to the use of core funds for travel.
Project related travel has been excluded from these reviews as they are included within
project budgets as an integral element of project implementation. Travel is a major
component of SPREP’s budget which, for project staff, is allocated under project budgets.
Programme staff can access project travel budgets if working directly on project activities by
agreement with the donor. Travel of SLT and Senior Advisor staff, however, is covered under
core costs, unless it is demonstrated that such travel is directly related to a particular project
and can be funded from its budget. During the time of COVID-19, travel was not possible, and
this provided an impetus to use video conferencing on platforms such as Zoom and Teams for
carrying out SPREP business. These options should continue to be used wherever possible,
while noting that face-to face communication is essential for effective project delivery.

A number of SPREP members noted that other CROP agencies, such as SPC and PIFS, generate
their own revenue from a range of sources, including from sources such as canteen revenue,
housing rentals, and commercial businesses. This is also noted in the above analysis. While
these options may be less applicable for SPREP, they are still options to be considered and will
be explored further in Section 3. Other options noted for internal revenue generation through
interviews included: (a) increasing power generated from solar panels at the SPREP compound
and selling it to the EPC (Samoa’s Electricity Power Corporation); (b) reviewing rentals paid by
organisations co-located at SPREP, in view of higher costs of operation currently existing and
revising existing rents upward where appropriate; and (c) considering whether other
organisations are interested in co-locating at SPREP, both at the Samoa HQ and also at SPREP
offices in other countries, in order to reduce/share office costs.

Some SPREP members noted that the Secretariat positions which are funded from the core
budget*® have remained the same for the last 10 years, at least. These include SPREP
Programme Directors and Advisors in each Division, and so interviewees questioned whether
these could be funded from project income, thus saving funds from the core budget. A SPREP
SLT Member advised that this would only be possible, however, if they become project staff
for full time funding or have an agreed pro rata arrangement for hours worked on the project
as agreed in the project budget.

Another survey respondent highlighted the need for a review “by independent consultants of
expenses paid for by core funds that could be reduced or even eliminated?”

It thus appears that there are options for reducing costs within SPREP and also options for
increasing revenue within the Secretariat. These should be explored through an internal
committee and recommendations brought forward for consideration by the SLT.

Another survey respondent highlighted the potential opportunity in strengthening
commercial partnerships in reducing organisational costs: “Strengthening business relations
to improve doing business as the costs from private sector can greatly impact on uses of funds.”
There may be multiple opportunities to explore with private sector partners, including in-kind
or low-cost service provision, Corporate Social Responsibility (CSR) donations or other support
provided.

4 Including SLT Members and Senior Advisor positions
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SPREP staffing and restructuring options.

Many SPREP members noted that SPREP’s structure should be as efficient and “lean and
mean” as possible, with a focus on delivery of priority Strategic Plan programmes and services
to PICTs. SLT members have highlighted that organisational structure is already lean,
especially in the delivery of technical services. However, the focus of this review is on financial
rather than organisational issues. This report only considers organisational aspects where
there is a direct relationship to SPREP’s finance and/or financial sustainability.

A SPREP Organisational Structure was developed in 2018 but many positions within this
structure have not been funded. A number of members considered that a process of review
of the organisational structure should take place and that this be aligned with the
development of the next Strategic Plan which will be developed in 2025.

Many SPREP members welcomed proposals to restructure the SPREP Project Management
Unit. SLT staff noted this will include a position of Strategic Planning Adviser playing a role in
fundraising, partnership, and donor engagement. It was noted that the aim of this position
will be “to ensure all SPREP projects are properly planned and administered”, which could help
to provide some real progress for improved cost recovery processes.

Some SPREP members and donors/partners expressed surprise that SPREP does not employ a
person(s) specifically charged with fundraising for the organisation and suggested such a
position be recruited as a priority. Some also suggested the TOR for the Strategic Planning
Adviser should be re-oriented to focus on fundraising.

Some members noted the majority of SPREP staff are recruited for their technical skills and
that skills in project and financial management are also very important. SPREP should ensure
that staff recruited possess these skills or are provided with adequate training to upskill them
where needed.

The existing positive partnership between SPREP_Finance and technical staff should also be
continued and expanded and finance staff must be fully involved at the start of projects and
program planning and design. It was noted that many projects employ specific finance staff
through project budgets. It is important to apply the principle “don’t fix it later, plan from the
beginning”. This was mentioned by some SPREP Members and also a number of SLT, who
emphasised the need for close partnership between technical and financial staff at all stages
of any SPREP project, particularly at the beginning of the project design when there are more
options to refine project scope, financial matters and any eligible direct and indirect costs that
could be recovered from donors.

SPREP Finance processes and systems.

Many SPREP members and SLT noted that SPREP’s finance and administrative systems need to
be improved, streamlined, and linked better internally. One SLT member noted that: “the
Finance systems were replaced in 2014, such that HR administers payroll within SPREP under
the PAYGLOBAL System and Finance uses the Financial Management Information System
(FMIS). However, these systems did not include a number of key modules to enable Finance to
support programs and projects and to allow interfacing between them. Reporting plays an
integral role in our work yet is not able to be accommodated under the existing systems, and
there is also a need to automate reporting in a way that will meet the needs of the multiple
donors and members we work with. The need for more effective interfaces with different parts
of different systems has been recognized as a high-risk area for attention. Financial
management within SPREP is OK, but systems are not.”
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e This review will only examine SPREP processes and systems which are directly relevant to
SPREP finances and/or financial sustainability.

2.5.4 Analysis and Recommendations
Revenue raising options.

SPREP should consider the full range of options for cost saving and revenue raising in the Secretariat.
These include, but are not limited to:

a) SPREP should consider the opportunity to invest funds received in advance into term
deposits to earn interest, as SPC and FFA do currently. This would require careful review of
donor agreements to ensure permissibility and a review of potential investment partners
that maximize interest but minimize risk.

b) Exploring options for social enterprises, providing they are aligned to SPREP’s values and can
be managed sustainably.

c) Increasing power generated from solar panels at the SPREP compound and selling it to the
EPC (Samoa’s Electricity Power Corporation).

d) Reviewing rentals paid by organisations co-located at SPREP, both in SPREP Offices in Samoa
and in other PICTs.

e) Encouraging other relevant organisations to co-locate at SPREP to further increase rental
incomes (subject to space availability).

RECOMMENDATION 18: SPREP should consider all options for increasing revenue from other sources,
including but not limited to:

a) SPREP should continue to invest funds received in advance into term deposits to earn interest,
as SPC and FFA do currently, subject to review of donor agreements to ensure permissibility
and a review of potential investment partners that maximize interest but minimize risk.

b) Exploring options for social enterprises, providing they are aligned to SPREP’s values and can
be managed sustainably.

c) Increasing power generated from solar panels at the SPREP compound and selling it to the
EPC (Samoa’s Electricity Power Corporation).

d) Reviewing rentals paid by organisations co-located at SPREP, both in SPREP Offices in Samoa
and also in other PICTs.

e) Encouraging other relevant organisations to co-locate at SPREP to further increase rental
incomes (subject to space availability).

SPREP staffing and restructuring options.

This review notes that SPREP’s structure should be as efficient and “lean and mean” as possible and
should be focussed on delivery of priority Strategic Plan programmes and services to PICTs. However,
this review only considers organisational aspects where there is a direct relationship to SPREP’s
finance and/or financial sustainability. The Review Team also notes that SPREP should ensure that
recruited technical and project staff possess at least basic financial management skills or are provided
with adequate training to upskill them. The Finance Team could also support technical staff in capacity
development in financial skills and “financial literacy”, to ensure staff are able to manage all relevant
financial aspects of projects.
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The Review Team further notes that SPREP’s Financial and HR management systems could be
improved to better meet the current and future needs of SPREP. Improved systems can streamline
processes and optimise resources, which can reduce the overall cost of core operations. This could
include, but not be limited to: (a) ensuring better linkages between the PAYGLOBAL System and the
Financial Management Information System (FMIS), to enable Finance to support programs and
projects and to allow interfacing between them; (b) improving system reporting functionalities to
better meet the needs of the multiple donors and members SPREP works with.

RECOMMENDATION 19: SPREP's Finance Team should continue to support technical and project staff
in financial “literacy” via training where needed and provision of systems, processes, and tools to
ensure staff are able to manage the relevant financial aspects of projects (in particular budget planning
and cost recovery).

RECOMMENDATION 20: SPREP should consider all options for internal reduction of costs within the
organisation, including but limited to:

a) Ensuring the availability of funds to enable travel for non-project funded activities relating to
meet other technical, policy and capacity building advisory commitments and to participate
in workshops and meetings that are SPREP core business.

b) Encouraging increased use of electronic communications wherever possible.

¢) Consider options for reducing consultant fees and undertaking some of this work in house.

d) Undertaking an internal review of expenses currently paid for by Core Funds that could be
reduced or even eliminated.*

e) Exploring options for commercial partnerships to identify areas where in-kind or low-cost
services can be provided by the Private Sector via CSR programmes.

RECOMMENDATION 21: SPREP’s Financial and HR management systems alongside the full Integrated
Enterprise Management System of SPREP should be improved to better meet the current and future
needs of SPREP.

% This could potentially be undertaken post enhancement of systems, which would in turn improve processes,
which would in turn lead to efficiencies and potential for reviewing core positions. This is outside the scope of
this project, but important for future consideration.
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3. Donor Fund Landscape

This section presents some information on the donor funding landscape for areas of relevance to
SPREP, including SPREP’s key goals of:

e (Climate Change Resilience

e |sland and Ocean Ecosystems

e Effective Waste Management and Pollution Control
e Environmental Governance

There are generally good sources of information for global Official Development Assistance (ODA), but
granular information on philanthropic investment is more difficult to access, particularly for Waste
Management & Pollution Control and Environmental Governance.

3.1 Official Development Assistance Funding

As highlighted in Section 2.4, SPREP’s key sources of other donor income are Australia and New
Zealand. To investigate other potential funding opportunities outside of these sources, it is helpful to
look to those countries that have historically provided the greatest support to areas aligned to SPREP’s
key goals. The Organisation for Economic Cooperation and Development’s (OECD) Creditor Reporting
System* has a database showing funding provided for Global Environmental Objectives, several of
which overlap with SPREP’s key goals, including Biodiversity, Climate Change Adaption, Climate Change
Mitigation and General Environment. Some key trends from this data are shown below. This
information is based on funding that was tagged as ‘principally’ or ‘significantly’ for each
environmental purpose.

Figure 12 below shows the trends in environmental ODA funding over a four-year period (2018-2021).
The general trend shows an increase in ODA funding over the period for environmental causes,
especially for climate change adaptation (68%), but also for biodiversity (23%) and environment (18%).
Climate change mitigation has seen a decrease in ODA funding over the period (19%), perhaps as a
shift in focus from mitigation to adaptation.

46 For more information refer to https://stats.oecd.org/Index.aspx?DataSetCode=crs1
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Figure 12. Global ODA Funding Split by Environmental Cause for 2018-2021 period.
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The proportion of ODA funding for each environmental category that is provided to Oceania (which
largely covers the Pacific Region) is shown in Figure 13 below, with Climate Change Adaptation
representing the largest proportion, highlighting the critical importance of this issue and that climate
change is the strongest value proposition for ODA partners working in the region.

Figure 13. Proportion of Environmental Category ODA Funding Allocated to Oceania for 2018-2021.

Biodiversity CC Adaptation CC Mitigation Environment

The table below shows the top ODA funders of environmental causes in the 'Oceania’ region for the
four-year period between 2018-2021. It is no surprise to see Australia, the EU, and New Zealand at the
top of the list. The focus for SPREP could be on approaching those in the next tier down, such as Japan,
US, Korea, Germany, and France, given these countries have a track record of providing funding in
Oceania for SPREP’s aligned goals, but Oceania only represents a very small proportion of their overall
ODA spending for these environmental areas. It is noted there has been some support for SPREP from
France, Japan, and Korea but there is potential to expand on this support in the future. Of those listed,
France and the US are Metropolitan Members of SPREP. Opportunities for partnership and cooperation
between SPREP and its Metropolitan Members is outlined in Section 3.3 below.
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Biodiv. CC Mitigation CC Adaptation Env.

Oceania

Proportion
Australia 263 423 1,321 1,524 3,531 45.1%
EU Institutions 158 252 371 474 1,255 2.0%
New Zealand 92 145 328 566 1,130 76.6%
Japan 20 72 656 100 847 1.2%
United States 39 7 13 76 134 0.8%
Korea 15 23 40 51 129 1.8%
Germany 23 25 23 36 108 0.1%
France 10 6 9 63 88 0.2%
Canada 9 9 22 39 79 1.0%
Norway 11 13 3 9 36 0.5%
Ireland 2 7 7 7 24 2.2%
United Kingdom 3 6 9 23 0.1%
Italy 2 2 2 2 8 0.2%
Sweden 0.3 3 0.5 4 8 0.1%
Austria 0.1 3 1 3 7 0.4%
Spain 0.4 0.4 0.4 0.4 2 0.1%
Switzerland 0 0.1 0.3 0.4 1 0.0%
Total 649 993 2,804 2,963 7,410 1.9%

Table 7. USS Millions ODA funding to Oceania region for the period 2018-2021 split by country and
cause. Source: OECD Creditor Reporting System, using principal or significant funding markers.

While Table 7 above shows the top funders in the Oceania region, a further table is provided in Annex
6 showing the top ODA funders of the same environmental categories globally. This table represents
an opportunity for SPREP to look at the top ODA funders of environmental categories globally that are
not currently funding related programmes in the Pacific.
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3.2 Philanthropic Funding

There is less publicly available information on philanthropic sources of funding, however there is
some information available for Climate Change Resilience and Ocean Ecosystems, which is presented
below.

Climate Change Resilience
Figure 14. USS billions 2021 climate

Total funding for climate change from philanthropic change funding split by source

sources was nearly US$3.1b in 2021 (Climate Works,
2022). When compared to ODA funding for the same

year, this data highlights the challenge in securing @
funding from philanthropic sources for climate change

projects. With that said, philanthropic funding for
climate change is growing at a faster rate than ODA,
more than doubling over the past 5 years, compared to
only 25% growth for ODA, meaning that the time could
be right for SPREP to begin exploring these
opportunities with renewed focus. A significant
proportion of total ODA climate change funding is for
adaptation, accounting for USS$22.9b in spending in
2021 (66%).

= ODA = Philanthropy

The top philanthropic organisations funding climate change adaption and resilience, according to
Inside Philanthropy (2022) are shown below. If SPREP were to pursue a strategy of securing
philanthropic funding, as this Review recommends, these could be the first ones to look at*.

e Ballmer Group e  McKnight Foundation

e Bezos Earth Fund e The Kresge Foundation

e Crankstart Foundation e Gordon and Betty Moore Foundation

e Bill & Melinda Gates Foundation e Breakthrough Energy

e The William and Flora Hewlett Foundation e Bloomberg Philanthropies

e The David and Lucile Packard Foundation e Rockefeller Foundation

e Sea Change Foundation e Waverley Street Foundation

e The John D. and Catherine T. MacArthur e Sequoia Climate Foundation
Foundation e The Chan Zuckerberg Initiative

47 Listed in order of funds provided for Climate Change Resilience programmes.
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Ocean Ecosystems

Total grants from philanthropic sources for marine Figure 15. USS billions 2021 marine
conservation have roughly doubled over the decade conservation funding split by source
from 2010-2019, with over USS7 billion, which is
roughly comparable to funding from ODA sources
(Our Shared Seas, 2021).

Oceania received only 0.66% (US$48m) of the global
philanthropic funding, but more than 12% (US$900m)
of the global ODA funding for marine ecosystems. On
one hand, this highlights the difficulty in securing
philanthropic funding for ocean ecosystems in the
Pacific. On the other, it underpins the opportunity for
SPREP given its key role in ocean and marine
conservation, particularly if it can clearly articulate
and promote its value proposition in ocean
conservation to relevant donors. Ocean climate is
considered an emerging area of ocean-focused grant
making, growing from USS$3.6m in 2010 to nearly
USS50m in 2020.

m ODA = Philanthropy

The top 20 marine philanthropic funders over the decade from 2010-2019 are shown below, with the
Bezos Foundation also considered as a new entrant to this list (with funding post-dating the period).

Figure 16. Top 20 philanthropic funders of marine conservation for the period 2010-2020.

David and Lucile Packard Foundation
Nippon Foundation

Gordon and Betty Moore Foundation
Walton Family Foundation
NovamediafPostcode Lotteries

Marisla Foundation

Simons Foundation

Oak Foundation

MAVA Foundation

Dalio Philanthropies

Bloomberg Philanthropies
Oceans 5

Margaret A. Cargill Philanthropies
National Philanthropic Trust
Waitt Foundation

Arcadia Fund

Builders Initiative

Paul G. Allen Family Foundation
Bertarelli Foundation
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Sources: Our Shared Seas, 2021. A Decade of Ocean Funding: 2010-2020 Landscape Review.” 2021. Notes: This analysis captures ocean-related funding of the National
Philanthropic Trust. The Trust provides funding for many issues beyond marine conservation. Bezos Earth Fund is considered a top 20 marine funder, despite entering the field

beyand this study period. It is excluded from this graph, which only shows funding for 2010-2020.
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A number of recent developments include reports that the Packard Foundation®, a traditional funder
of biodiversity conservation, might be moving back into the region® It is also noted that In 2022,
Bloomberg Philanthropies announced an investment into the Bloomberg Ocean Initiative of some
USS$204m that will leverage data-driven solutions, policy solutions, and community involvement to
protect coral reefs, prevent illegal fishing, and protect marine ecosystems and biodiversity that are at
risk from the growing impacts of climate change. The Bloomberg Ocean Initiative works to enable
greater ocean sustainability and works with coastal communities, non-profits organisations, local and
national governments, policymakers, and academic groups.

There has also been a recent announcement of funding from the Bezos Earth Fund®®, which includes a
US$100m pledge to support environmental and conservation initiatives in the Pacific — touted as the
largest conservation effort ever.

3.3 Perspectives from public fund and philanthropic organisations
3.3.1 Bilateral Donors — Metropolitan Members of SPREP
General

SPREP should engage with its Metropolitan Members with a view of becoming a “partner of choice”
in relation to their initiatives and programmes where they relate to SPREP’s regional mandates. These
include, but are not limited to, the United Kingdom’s Blue Planet Fund®! and the recently announced
support from the French Government for climate change and ocean conservation (see below). There
should be an emphasis of positioning SPREP as a partner for SPREP Metropolitan Members where
priorities and programmes are aligned. All Metropolitan Members of SPREP either have or are
developing major initiatives and programmes in the Pacific region which have a high correlation with
the mandate of SPREP.

France

In July 2023, the French President announced a 200 million Euro programme supporting the Pacific
region to address priority challenges including marine and terrestrial biodiversity conservation, ocean
governance, and climate change, all areas where SPREP plays a key role in the Pacific (specifically in
the areas of climate change adaptation and mitigation, ocean conservation and MPAs
management).The French Development Agency noted: “It would commit 200 million euros to the
Pacific by 2027, funding that would mark a quintupling of previous plans. Building on the success of
the Kiwa Initiative, launched by France and the EU in 2017 to build climate change resilience in the
Pacific, the new regional aid will promote climate change adaptation by bridging local traditional
knowledge and global science. Macron also promised that Paris would develop a country package for
forests, nature, and climate with Papua New Guinea under the rubric of the EU's Global Gateway

initiative”,>

48 For more information refer to https://www.packard.org/

49 personal communication Micronesian Conservation Trust (MCT)

50 For more information refer to https://www.bezosearthfund.org/

51 More information at https://www.gov.uk/government/publications/blue-planet-fund/blue-planet-fund

52 More information at https://asia.nikkei.com/Opinion/Macron-is-not-giving-up-France-s-role-as-a-Pacific-
player
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Relevance/Opportunities for SPREP. The important efforts made by SPREP in the region were
underlined and recognized by the French President in his July 2023 announcement. Given the close
links between the mandate of SPREP and this recent announcement there could be potential for closer
and more effective links between France and SPREP in the future, building on successful past
cooperation between SPREP and the Government of France through AFD>3. There would specifically
be opportunities regarding SPREP’s work on climate change, ocean conservation, waste management
and biodiversity conservation. There are potential opportunities to strengthen and expand SPREP’s
work in the French Territories which are members of SPREP, including through employment of addition
bilingual French/English staff at SPREP.

United Kingdom

The Blue Planet Fund® is a significant UK initiative (jointly led by the Foreign, Commonwealth and
Development Office (FCDO) and the Department for Environment, Food and Rural Affairs (DEFRA). This
Fund is the UK’s £500 million programme supporting developing countries to protect the marine
environment and reduce poverty. Financed from the ODA budget, the Blue Planet Fund is an important
part of the UK’s global leadership on marine issues. This includes the UK’s call to protect at least 30%
of the global ocean by 2030 and existing UK commitments to stop plastic pollution entering the ocean
through the joint UK and Vanuatu-led Commonwealth Clean Ocean Alliance. There is a large funding
window and SPREP has already had discussions with DEFRA on this and should continue those
discussions.

Relevance/Opportunities for SPREP. Given the close links between the mandate of SPREP and this
recent announcement there could be potential for closer and more effective links between UK and
SPREP on this. There would specifically be opportunities regarding SPREP’s work on climate change,
ocean conservation, waste management and biodiversity conservation. There are clear links between
priorities outlined in the Blue Planet Fund and SPREP’s work on marine plastic.

United States

The US is an important and long-standing member of SPREP. The SPREP member function is handled
through the US State Department while US ODA is delivered by the US Agency for International
Development (USAID). SPREP is delivering on programmes that have been identified as priorities to
the US Government, including in areas of climate change and ocean conservation.

President Biden announced a national strategy, the first-ever from the U.S. government dedicated to
the Pacific Islands, in September 2022°°. It supports the Indo-Pacific Strategy of the United States and
is aligned with the goals of the Pacific Island Forum’s 2050 Strategy. Of particular relevance are
elements of this strategy relating to:

“Combating the Climate Crisis and Build Climate Resilience in the Pacific: Of all the 21st-century
challenges we face; none is more pressing for the Pacific Islands region than climate change. We will

53 Including but not limited to programmes related to waste management that SPREP is implementing in the
French Pacific Overseas Territories, through the AFD.

54 More information at https://www.gov.uk/government/publications/blue-planet-fund/blue-planet-fund

55 For more information see https://www.whitehouse.gov/briefing-room/statements-
releases/2022/09/29/fact-sheet-president-biden-unveils-first-ever-pacific-partnership-strategy/
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collaborate with the Pacific Islands to tackle the climate crisis and limit its effects on the Pacific,
including by:

e Striving to enhance the adaptive capacity and build upon the resilience of Pacific Islands to the
devastating impacts of climate change through the President’s Emergency Plan for Adaptation
and Resilience (PREPARE)

e Collaborating with partners and international institutions to improve Pacific Island countries
access to adaptation finance from multiple sources.

e Driving action and supporting investment in climate mitigation in the region

7’

And supporting Marine Conservation, Maritime Security, and Sovereign Rights, including by:
e Increasing United States Coast Guard (USCG), National Oceanic and Atmospheric
Administration (NOAA), and Department of Defence (DOD) presence
e Coordinating security cooperation and training with likeminded partners and with civil society
e Developing sustainable, climate resilient “blue” economies to sustainably manage Exclusive
Economic Zones (EEZs), including fisheries and protected areas and coordinate security
cooperation and training with other partners”.

USAID has provided support to the CTI in relation to developing a CTI Trust Fund®®. USAID could
possibly be open to a similar approach from SPREP although it is worth noting that this Trust Fund was
developed to address specific environmental challenges in the Coral Triangle region (not to fund the
core operations of CTl), so this is unlikely to provide a solution for SPREP’s core funding challenges.

Relevance/ Opportunities for SPREP. Greater engagement of the US with SPREP should be encouraged,
particularly in relation to the links between the above strategy and the SPREP mandate. The USAID
support to CTl relating to the CTI Trust Fund may be of interest and relevance.

Australia and New Zealand

Australia and New Zealand all support and promote sustainable development, including through
protection of the environment and addressing impacts of climate change. Both prioritise and focus
their ODA within the Pacific region. Both have framework agreements with SPREP which address areas
of mutual interest.

Relevance/ Opportunities for SPREP. The support from Australia and New Zealand to SPREP,
particularly through Framework Agreements, is essential for SPREP’s viability. They provide the lion’s
share of support for SPREP. Every effort should be made to ensure the partnership is delivering high
quality outcomes for PICTs which match priorities of Australia/New Zealand and SPREP. These
relationships are of vital importance to SPREP and must be kept “as sweet as possible” through open,
frequent and clear communication.

3.3.2 Other Bilateral Donors (non-members of SPREP)

SPREP has implemented several programmes with other Bilateral Donors, most notably the
Government of Japan through support from JICA for waste management programmes. In fact, the JICA-
SPREP waste management programme is one of the longest running Japan/JICA ODA programmes

56 personal communication David Myers.
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running and is well regarded by the Government of Japan®’. JICA was also the major supporter of
planning and building the Pacific Climate Change Centre at SPREP which serves as a regional centre to
support PICT efforts relating to climate resilience. SPREP also receives significant support from the
Government of China which is in fact flexible funding and not linked to specific project outcomes. There
are also other options from bilateral support from other countries including from Arab Gulf States and
the Government of Korea.

SPREP should consider partnerships and joint programmes with other bilateral donors where these
donors have programmes/ODA which links with and supports the SPREP mandate as outlined in the
Strategic Plan. Where possible, such partnership should build on and expand on existing joint work,
such as cooperation with JICA on waste management.

3.3.3 Multilateral Donors
European Union

The EU is SPREP’s largest donor and is thus very important. Support from the EU has increased
significantly over the last 10 years, and this rate of increase is anticipated to continue in the future®,
Although the EU appears inflexible with their 7% programme fee, as previously noted, the EU has
shown that they are willing to be “flexible” regarding options for cost recovery. SPREP Members noted
this was reinforced at the donor/partners meeting, held prior to the 2023 SPREP Meeting, where the
EU representative noted the EU can be “flexible” in relation to inclusion of traditional core costs within
project budget lines.

The interview with the EU representative for this review noted that they indeed can be flexible. It was
noted that, for the EU, the costs of IT, Finance, and Communications, can be included in budget lines
as direct costs, where the expenditure relates directly to the project outcomes. It is noted that the EU
funded Pacific BioScapes Programme budget has a ‘recruitment costs’ budget line. In general, the EU
is strict about their direct costs (7%) but show flexibility about supporting traditional core costs within
other budget lines as long as this is fully justified in terms of relevance to project outcomes and as
long as such expenditure does not fall within the EU definition of “ineligible expenditure”.

However, it is important that there is full and open consultation with relevant staff at the EU and that
this consultation occur at an early stage of any project planning and preparation. It is important that
all relevant costs, including core costs, are planned, and programmed well in advance, at this
preparatory stage and factored into the budget.

Future assistance to the Pacific region from the EU will be delivered through EU Neighbourhood,
Development, and International Cooperation Instrument (NDICI) Programme®®. The NDICI has a strong
emphasis on aligned areas to SPREP’s including climate resilience, biodiversity, waste management
and ecosystem-based adaptation. It is important that SPREP focuses its future funding requests to the
EU in areas of overlap between SPREP strategic priorities and the corresponding NDICI areas.

57 Personal communication from a representative of the Government of Japan at the 2023 SPREP Meeting

58 personal communication SLT Members

59 More information at https://www.eeas.europa.eu/eeas/new-%E2%80%98ndici-global-europe%E2%80%99-
2021-2027 en

Page 76


https://www.eeas.europa.eu/eeas/new-%E2%80%98ndici-global-europe%E2%80%99-2021-2027_en
https://www.eeas.europa.eu/eeas/new-%E2%80%98ndici-global-europe%E2%80%99-2021-2027_en

World Bank

The World Bank (WB) is an international financial institution that provides loans and grants to the
governments of low- and middle-income countries for the purpose of pursuing capital projects®. The
World Bank is the collective name for the International Bank for Reconstruction and Development
(IBRD) and International Development Association (IDA), two of five international organisations owned
by the World Bank Group. The GEF is also within the umbrella of the World Bank Group.

The WB is a relatively new partner for SPREP. Discussions are currently underway regarding
cooperation on plastic pollution in the Pacific region. The WB and SPREP recognize the problem with
plastic in the Pacific region exists at many levels, including policies regarding which products are
imported at national levels and problems with disposal of plastic at local levels. Harmonization is
required at regional levels, including through the development of regional policies and standards to
reduce plastic use and imports into the region.

It is anticipated the programme currently under discussion with SPREP could support regional
interventions related to plastic, such as those supporting regional standards and PIC involvement with
the new international binding instrument for plastic pollution, as well as focused national projects to
reduce plastic pollution®. The programme may also involve the WB working with SPREP to explore
financing solutions for plastic removal and reduction, including financing for plastic waste
management and the exploration of innovative financing options. This programme and its key
elements are still under discussion but could possibly be similar to the Pacific Regional Oceanscape
Program (PROP) which aims to strengthen the shared management of selected Pacific Island oceanic
and coastal fisheries, and the critical habitats upon which they depend.

It is anticipated that WB-SPREP cooperation will initially focus on waste and pollution with the
potential to broaden cooperation to other areas®. It is noted that there is also on-going cooperation
between the WB Sydney Office and SPREP in relation to social and environmental safeguards, linked
to the work of SPREP’s Environmental Monitoring and Governance Division (Rachelle Marburg from
the WB Sydney Office was interviewed separately for this SPREP Finance Review).During this interview
the Review Team identified a high degree of overlap between WB priorities in the Pacific and the SPREP
mandated focus areas of, with a particularly high correlation with SPREP’s work on waste management
& pollution and on island & ocean ecosystems. Other avenues for cooperation linked to those areas
are under consideration.

0 More information on the World Bank is at

https://www.worldbank.org/en/home?cid=ECR_GA worldbank EN EXTP search&s kwcid=AL!18468!3166542
5039372!b!!lgllworld%20bank%20projects&gad source=1&gclid=Cj0KCQiAkeSsBhDUARIsAK3tieeuZNfHjDg5p0
0MBNedOMAJtktmZ6KuQ gOPdDmalfrTFtPkfhxOplaAqiDEALW wcB

and https://en.wikipedia.org/wiki/World Bank

61 personal communication Delphine Arri and Stavros Papageorgiou, World Bank, 9" November 2023, through
the interview carried out for this Review.

62 personal communication Delphine Arri and Stavros Papageorgiou, World Bank, 9th November 2023, through

the interview carried out for this Review.
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The interview with the WB also noted possible options for future WB-SPREP cooperation including: (a)
marine conservation, including the development and application of Marine Spatial Planning,
incorporation of guidelines for the conservation and management of high seas? marine biodiversity
areas, and Marine Protected Areas (MPAs); (b) practical applications of nature-based solutions in PICs;
and (c) examination of financing options for nature, to assist PICs achieve targets in the CBD Kunming-
Montreal Global Biodiversity Framework, including 30x30 targets.

The interview further noted that WB staff were: “very impressed by the meeting with SPREP in
September 2023 in Apia. SPREP has good expertise, strong advisors, and managers, and is well
organized. Further, the interview noted the high level of respect that SPREP is held in by PICs throughout
the region, as well as SPREP’s clear mandate in areas of vital importance to the WB. ”%3. The Review
Team notes these as important elements of the Value Proposition of SPREP.

The interview noted the WB can finance SPREP in particular through consultant costs and incremental
costs (operating expenses, office expenses etc.). However, the WB would have to undertake an
appraisal of SPREP to ensure it is capable of adequately complying with WB requirements in areas such
as the capacity to apply WB safeguards and effective financial management. SPREP must show they
have the capacity to absorb funding received from the WB and disperse it in accordance with
projections. It was further noted that the WB cannot fund existing agency staff for delivery of technical
components of projects but can fund consultants. This has been a recurring, and challenging issue with
projects implemented through SPC and FFA. One way to deal with this issue is to have an activity that
would support internal capacity to build capacity. Consultants can be engaged for this purpose.

Global Environment Facility

The GEF®* is a multilateral environmental fund that provides grants and blended finance for projects
related to biodiversity, climate change, international waters, land degradation, persistent organic
pollutants (POPs), mercury, sustainable forest management, food security, and sustainable cities in
developing countries. It is the largest source of multilateral funding for biodiversity globally and
distributes more than USS1 billion a year on average to address inter-related environmental
challenges. In June 2022, donors to the GEF pledged a record USS$5.33 billion in support for its latest
four-year replenishment cycle, (GEF 8), which runs until June 2026, which it is anticipated will generate
another US$9.1 billion in co-finance®.

The GEF has had a long involvement with PICs and SPREP, having an active programme in the Pacific
for more than 30 years, with 14 PICs eligible to access GEF resources®. One of the earliest regional
GEF projects in the Pacific was implemented by SPREP from 1993 to 2001: the South Pacific Biodiversity
Conservation Programme (SPBCP)®” which pioneered community-based approaches to the

63 Personal communication Delphine Arri and Stavros Papageorgiou, World Bank, 9th November 2023, through
the interview carried out for this Review.

% More information at https://www.thegef.org/

65 More information at https://www.thegef.org/newsroom/press-releases/gef-council-provides-1-4-billion-
boost-environmental-action

6%  The complete listing of GEF Projects in all Pacific countries is outlined at
https://www.thegef.org/gef/country profile.

57 More information at
http://www.reefbase.org/gefll/pdf/South%20Pacific%20Biodiversity%20Conservation%20Program.pdf
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establishment and management of terrestrial and marine protected areas in the region and built
capacity of governments and NGOs to manage protected areas. SPREP Members noted that the GEF
has been very useful in supporting environmental, biodiversity, and climate change projects in the
Pacific region, and stated a higher level of familiarity and comfort with the GEF versus other
international financing organisations such as the GCF and the AF, in part reflecting the much longer
history of GEF in the Pacific region.

There have been a number of recent GEF initiatives relevant to the Pacific region including the
allocation of US$125 million through Star GEF 8 for ocean conservation® as part of the initiative by
Pacific Leaders “Unlocking Blue Pacific Prosperity,” which aims to revitalize the Blue Pacific continent.
Also, the GEF Blue-Green Islands Program is of particular relevance for PICs and SPREP®. The Blue and
Green Islands Integrated Program will support Small Island Developing States (SIDS) to value ecosystem
services and incorporate them into decision making as a basis for protecting nature as the foundation
of thriving and resilient societies. At the same time, the program will support the scaling up of Nature-
based Solutions on the ground and in the water in the tourism, food, and urban sectors.

SPREP Members suggested that SPREP ensures it makes full use of the opportunities provided through
the GEF, such as the GEF STAR allocation, as well as through other international financing instruments
such as the GCF.

The interview with the GEF representative for this review’® noted that funding for PICs will increase
significantly in GEF 8 compared to GEF 7. The minimum for each PIC should be US$11m in GEF 8,
compared to US$4m in GEF 7; there are thus opportunities for significantly increased funding for PICs
and for SPREP, where it is involved in supporting PIC GEF projects. It was further noted that such
support from PICs to SPREP through GEF projects, such as through in country STAR allocations, should
be discussed and agreed at the start of the GEF project cycle. SPREP needs the authority from PICs and
there needs to be a clear and transparent process for obtaining this.

The GEF interview also noted that:

e SPREP must maintain a high level of technical delivery for GEF projects and other donor funded
projects. SPREP must have the technical and administrative capacity to deliver.

e SPREP should be adequately funded from PIC GEF projects where/when SPREP provides
technical and administrative support.

o GEF allocates a 5% fee for administrative costs to SPREP where they are an Executing Agency
for GEF projects. However, SPREP can and should include technical costs within GEF Project
budget lines to cover technical inputs and support functions where they are directly relevant
to GEF project objectives.

e SPREP should look carefully at its internal budget management processes to enable it to better
address administration costs, such as through consolidation of Project Management Unit
functions across a number of donor funded projects, including GEF.

%8 More information at https://www.pacificislandtimes.com/post/funding-support-poured-into-pacific-islands-
new-ocean-saving-initiative

59 More information at

https://www.thegef.org/sites/default/files/documents/2022-10/GEF IP_BlueGreenlslands 2022 10 12.pdf

70 Interview undertaken with Sarah Wyatt, GEF on 18 October 2023.
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e SPREP should build up projects into programs and encourage multiple donors to support in
addition to GEF. The Pacific Regional Invasive Species Management Support Service’
(PRISMSS) is a good model; it has been using GEF 5% administration fees as well as GEF support
for technical inputs. This has stimulated investment and support from other donors, including
the award of NZ$20m in 2023 by New Zealand MFAT.

e SPREP should focus on its niche in environmental management and biodiversity conservation
in the Pacific. This would imply greater roles in aspects such as developing Centres of
Excellence and Clearing House functions.

e To attract donors SPREP needs to emphasize its role in coordinating and facilitating work across
the Pacific. Multiple donors should be encouraged to combine resources through SPREP to
deliver more effective environmental and conservation programs across the Pacific.

A number of Metropolitan Members of SPREP are significant donors to the GCF and the GEF. For
example, the UK is the biggest cumulative donor to the GCF, and they noted their considerable interest
in improved GCF delivery, particular for Least Developed Countries (LDCs) and Small Island Developing
States (SIDS). SPREP should engage with relevant Metropolitan Members to increase the delivery and
impact of climate finance to the Pacific region. Metropolitan Members are also significant donors to
the GEF, including the latest GEF 8 programme and the Global Biodiversity Framework Fund (GBFF),
which provide options for significant support to PICs in relation to biodiversity conservation.

RECOMMENDATION 22: SPREP should continue and expand its cooperation with Bilateral and
Multilateral donors, including, but not limited to, the European Union, the World Bank, the GEF and
the GCF, taking note of issues and opportunities raised in Section 3.3 of this report.

7Y More information at https://www.sprep.org/sites/default/files/documents/publications/prismss-%20e-
brochure.pdf
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3.4 Innovative Financing Mechanisms

In addition to more traditional sources of funding, a review of additional innovative financing
mechanisms was conducted for this Review, using a framework from the Conservation Finance Alliance
(2020)" as a baseline. In addition, the Review Team added SPREP’s existing funding sources to the list
(with potential opportunities to enhance/extract more value from them) as points of comparison.

Each of these were considered against the criteria outlined below, with a weighting applied to estimate
its relative importance:

e Fit for SPREP Core (25%) — Does the mechanism fit the context? Is this finance mechanism
typically used for funding core operations of an environmental focused organisation such as
SPREP?

e Potential Scale (20%) — What is the potential size of revenues for SPREP?

e Likelihood (20%) — How likely is it to eventuate for SPREP?

e Flexibility (20%) — Is there flexibility in the use of funds sourced, particularly for application to
SPREP’s core budget?

o Durability (5%) — How long lasting are the benefits for SPREP, or do they need to be renewed
regularly?

e Investment Time or Cost (10%) — Is there likely to be a cost involved for SPREP in securing funds
via this mechanism or a project with an investment of time?

Each mechanism was given a score High (3), Medium (2), Low (1) for each criterion, based on the
professional judgement of the Review Team, which then gave a weighted overall score out of 100 for
each mechanism’s suitability in contributing to SPREP’s Core Fund. The results of this analysis are
outlined in the table below, which shows the rapid assessment completed for these financing
mechanisms in relation to SPREP and its core funding.

72 More information at https://www.conservationfinancealliance.org/
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CATEGORY / MECHANISM LIKELIHOOD | FLEXIBILITY | DURABILITY PROSPECT
SPREP CORE | SCALE ($) (TIME/COST)
Enhancement of Existing Revenue Streams
Memberships H H H H H M 97
Programme Management Charges H L L H M M 68
Cost Recovery H H H H H H 93
Other Donor Fund Income H H M H M M 88
Other Income M M M H H M 75
Return-Based Investments
Crowdfunding L M L H L H 53
Debt L H L L M H 48
Economic Instruments
Fees and Charges L L L H H H 50
Tradable Resource Use Permits L L L H H H 50
Compensation and Offsets L M L H L H 53
Social Enterprise M L M H H H 65
Grants and Other Transfers
Private and Corporate Philanthropy M H M M M H 70
Conservation Trust / Environmental Funds L H L M H H 57
Business & Markets
Corporate Social Responsibility (CSR) M M L H M M 67
Voluntary Offsets L M L H M M 58
Credits (carbon, biodiversity, etc.) L M L H M H 55
Environmental Bonds L M L H M H 55
Risk Management
Insurance products M L M H H 50
Pay for Success M L M M H 48
Financial Efficiency
Public Private Partnerships L L L H H M 53

Table 8. Assessment of innovative finance mechanisms

Many of these financing mechanisms were deemed inappropriate or less applicable for funding SPREP
core operations, though there were several mechanisms that were considered worthy of investigating
further for SPREP’s consideration in relation to programmatic funding for the organisation. Those rated
55 or higher were included for further exploration in the below sections. Of these mechanisms, with
private and corporate philanthropy and Corporate Social Responsibility (CSR) perhaps offering the best
fit for SPREP, noting that additional work is required to determine feasibility. Nature-based financing
mechanisms such as conservation trusts, offsets, credits, and green bonds are all growing in
importance, but are typically used to fund projects, not core operations. Social Enterprise is also a
potential option, but this often carries a high degree of uncertainty and risk, as well as a significant
upfront investment in feasibility studies and capital costs. They also require unique entrepreneurial
capabilities, with quite different focuses compared to SPREP’s existing mandate.

Corporate Social Responsibility (CSR)

CSR can have a variety of meanings depending on context but is generally considered to be
philanthropic funds received from, or efforts by, corporate entities. It is, more often than not, a
voluntary commitment by corporations to support the sustainable development of the communities
in which they work, or interests close to the organisational mandate. Priorities are adopted internally
and can include social development, corporate governance and environmental protection. Payments
are often made to NGOs or into government social investment funds (Walsh et al., 2021). An additional
way that corporations may offer CSR value is via the provision of in-kind or low-cost services or through
corporate volunteering efforts.

CSR payments — similar to other innovative financing mechanisms listed below — are typically directed
towards programmatic funding, and/or conservation trusts, but there may potentially be more scope
for flexible use of funds for operations than other mechanisms. To date, most regional environmental
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bodies more heavily rely on public philanthropic fundings versus corporate; indeed, CSR revenues have
been of limited benefit to marine conservation and biodiversity in general thus far.

One aspect of CSR to be cautious of when receiving funds from external parties is the potential
reputational risk of being aligned to corporates that may have real or perceived misalignments in
values or ethics. If this was an active financing mechanism that SPREP was to pursue, it is
recommended that a robust policy and screening process be put in place in order to ensure the aligned
interests of any corporate donors.

With environmental and social considerations continuing to grow, CSR contributions will continue to
increase, and represent a significant future growth area (Bohorquez et al., 2022; Walsh et al., 2021).
In order to access potential CSR, SPREP will need to include it as a regular part of fundraising efforts
and should be explored collaboratively with SLT.

Conservation Trust Funds

Conservation Trust Funds (CTF) are private, legally independent institutions that catalyse funding and
resources for long-term biodiversity conservation and represent an important financing option for
many institutions. CTFs are not primarily a financing source in and of themselves; CTFs depend on
adequate levels of seed funding generated by other sources such as philanthropic donor funding, user
fees, etc. Establishing and capitalising a trust fund will require significant upfront revenue as well as
dedicated expertise.

As noted in previous sections, there is some limited experience in the Pacific region relating to Trust
Funds for conservation and environmental management, including the PIPA” Trust Fund in Kiribati
which was set up to generate revenue for ongoing costs for the PIPA, and the Sovi Basin Trust Fund’
which was set up with financial support from Fiji Water and Cl and financial expertise through a
Singapore based broker. However, there are a number of challenges such as establishing realistic
expectations regarding the amounts that such Trust mechanisms can generate, this was a specific issue
associated with the PIPA Trust as one example.

Work on the CTI Trust Fund is of relevance for SPREP given both organisations have similar structures
and have two members in common (PNG and Solomon Islands). The idea for the Fund came in 2019
and planning work started in 2021. The Wildlife Conservation Society (WCS) has provided advice on
this Trust Fund and funding and advice has also been provided by the USAID and the EU to support
this Trust Fund”. There have been some barriers including the CTl intergovernmental structure, which
means that all members have to be involved. Funding to date for the CTI Trust Fund has covered
technical assistance and advice. The CTI Trust Fund is in the process of creation, there are currently no
donors available to fund the endowment. The Trust Fund is not set up to fund CTI’s core operations,
so this model is likely to still be a challenge for SPREP.

73 For more information refer https://whc.unesco.org/en/list/1325/

74 For more information refer https://www.cbd.int/financial/trustfunds/Fiji-sovifund.pdf

75 Personal communication David Myers of the Conservation Alliance (CFA) interviewed for this Review on 8
November 2023.
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It is important to note that CTFs are generally established to finance programmatic themes and
projects rather than core functions of an organisation, i.e., protected area management, climate
change adaptation. Annual disbursements are released to programme budgets that support the
mission of the CTF with administrative and management expenses capped at no more than 15-20% of
a CTF’s annual budget (including new CTF associated management costs). While it is not uncommon
for organisations like SPREP to house CTFs, these funds are developed to address specific
environmental or social challenges. The Micronesia Conservation Trust (MCT) for example, was
established to support implementation of the Micronesia Challenge. Similarly, the recent Bezos Earth
Trust — which has pledged USS100 million in grant funding — does so in support of realising the
Unlocking Blue Pacific Prosperity initiative.

Capitalising a Trust Fund that is primarily focused on supporting SPREP’s core funding would be a
significant challenge. Designing and implementing a Trust Fund that focuses on one of SPREP’s core
goals would potentially be viable, however, it will require significant technical and fundraising expertise
and any funding for core functions will be limited. Earmarking some percentage of SPREP membership
fees for trust capitalisation could be another potential option, however, it would require agreement
from members and the priority is to focus on increasing current level of membership fees.

Offsets and Credits

Biodiversity offsets and credits are market-based instruments that aim to protect and restore
biodiversity by creating a financial incentive for conservation and restoration. At their core, although
distinct mechanisms, both represent accounting systems that aim to balance environmental issues
(e.g. pollution or biodiversity loss), whereby:

e An offset represents a removal of generated pollution, i.e., by investing in offsite wetland
restoration to offset development elsewhere or paying to remove GHGs from the atmosphere
to offset company emissions.

e A credit represents a reduction in pollution, i.e., a carbon credit/allowance permits the
company to emit CO; and this cap is reduced over time; companies with higher emissions can
still to operate but must purchase more credits.

Conservation organisations can benefit from these mechanisms by developing projects and
programmes that generate these ‘offsets and credits”. However, is important to note that these
financing mechanisms require a “measurable conservation outcome”; that is, payments are for
improvements in environmental metrics. As such, offset and/or credit-based revenue is generally
programmatic in design. Moreover, development of these projects requires additional capacity and
resources as well as significant investments into project monitoring and accountability. These schemes
are also in the early stages of development, with global standards under development and demand
still undetermined.

Environmental/Nature/Green/Blue Bonds

Environmental bonds are issued by corporations, government agencies, or organisations to borrow
money from investors for projects that conserve and sustainably use nature. The borrower then pays
back the bond according to a predetermined schedule, with the addition of an interest payment.
Environmental bonds target specific projects that yield environmental benefits and typically require
the presence of a viable economic activity upon which a bond can be leveraged, i.e. investment into
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‘ereening’ small scale fisheries projects. These projects must also generate sufficient revenue (or cost
savings) to pay back the principal and interest.

Given the innovative and multi-stakeholder nature of most environmental bonds, there are significant
up-front costs as well as additional institutional infrastructure requirements to manage the cashflows.
As per the above financing instruments, bond revenue is predominantly programme-based and not
relevant for core-funding needs.

Social Enterprise

Social enterprises — i.e., fully owned commercial businesses that generate surpluses for social or
environmental causes — represent a potential additional revenue option for SPREP. Unlike the more
innovative mechanisms mentioned above, social enterprises present a ‘simpler’ model for income-
generation, and one that other regional organisations are already engaged in (e.g., SPC and PIFS). The
revenues generated from these commercial businesses are also fully flexible for organisations like
SPREP to use as it chooses, and therefore are viable core funding options. A successful business can
also generate relatively durable annual income into perpetuity.

Social enterprises include a range of possible options including cafes, merchandise sales, online stores,

fee for service businesses, etc., some more complex, and profitable than others. However, developing
viable and profitable social enterprises is not a given and requires solid business expertise and
dedicated staff with unique entrepreneurial skills as well as potentially significant start-up costs. It also
presents a significant divergence from SPREP’s existing mandate.
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Summary

Additional non-traditional financing approaches should be viewed realistically. Most are programmatic
focused and will require the development of new program workstreames. It is possible that within some
of this additional finance streams some component could be earmarked for funding core SPREP costs,
however, it will need to be in line with respective financing terms and guidelines and is unlikely to be
significant and will ultimately bring with it new organisational roles and responsibilities.

In order to increase organisational funding SPREP could pursue a ‘new’ regionally topical thematic
environmental area for which significant financing is available, e.g., sustainable financing of protected
areas and/or innovative conservation financing. Such thematic areas are experiencing growing interest
and likely investments in the future, both globally and in the Pacific region. As such, donors and
investors will be looking for appropriate partners that can position themselves as a regional
counterpart — one that can coordinate across the relevant parties and PICTs. Although this again, will
likely represent predominately programmatic funding, economies of scale as well as increased
awareness by SPREP as to realistic costings and core vs programme budget allocations could improve
available funds for core operations. However, it will also likely require new staffing and technical
expertise and should not be entered into without careful consideration and coordination with SPREP
Strategic Planning.

Interviews with the WB® noted they have specialist expertise in economic analysis which have been
used to support financial tools such as Blue Bonds in Fiji, Coral Bonds in Indonesia, and Trust Funds in
general. That expertise could potentially be available to SPREP including in relation to cooperation on
specific areas as noted in sections above, such as in relation to addressing the issue of plastic pollution
in the Pacific.

RECOMMENDATION 23: SPREP should consider the application of non-traditional financing
approaches, however analysis and interviews with donors suggest that these are likely to have more
applicability to programmatic funding than for SPREP’s core funding and should therefore be
prioritised accordingly.

78 Interview with Delphine Arri and Stavros Papageorgiou, World Bank HQ as part of this review, undertaken on
9" November 2023
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4. Core Fund Needs Analysis

4.1 Historical Organisational Costs

Organisational Costs long-term trend

SPREP’s Core Operational Costs, reported as ‘Executive Management & Corporate Services’, are largely
constrained by the budget made available by core fund income earned in each financial year (as has
been outlined in Section 2 above). One of the challenges SPREP faces is that the budget prepared in
the prior year is based on income expected to be earned the following year. But as we explored in
Section 2.3, SPREP is still reliant on a significant proportion of funding coming from Programme
Management Charges, which are variable depending on project milestones being delivered
throughout the year and are also subject to unforeseen events such as COVID-19. This regularly leads
to the issue of not having enough funds being available in-year to fund the full budgeted amount of
operational costs. Figure 17 below shows the difference between trend lines for budgeted operational
costs vs actual costs, with every year since 2016 showing a deficit in actuals vs budget.

Figure 17. Budget vs Actual Expenditure by Executive Management & Corporate Services 2013-2022.
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A significant reason for this difference is the reduced Programme Management Charges that are
earned each year compared to the budget. This issue can be seen clearly in Figure 18 below, which
shows the difference between Actuals and Budget for both Executive Management and Corporate
Services Costs and Programme Management Charges. When plotted on the same graph over time, the
correlation between the two is observed (particularly since 2016), highlighting that the deficit in
Programme Management Charges contributes significantly to the in-year shortfalls in funds available
for Core operational budget. The average shortfall for actual Programme Management Charges vs
budget over the past five years is significant, at -US$663k, with 2020 hit particularly badly (-USS$1.17m
shortfall vs budget) due to impacts of the COVID-19 pandemic on the implementation of projects.
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Figure 18. Difference between Actuals and Budget for Executive Management & Corporate Services
(EM&CS) and Programme Management Charges (PMCs) 2013-2022.
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The issue of reliance upon and exposure to disruption of Programme Management Charges has already
been raised in Section 2.3, however the above analysis further evidences the importance of this issue
and its impact on in-year operational costs. There are also natural variances in actuals vs budgets for
other core income lines, but the variances are typically much smaller in magnitude than the variances
seen for Programme Management Charges.

To summarise, SPREP’s actual income has consistently been well below forecasted income, most of
which is due to Programme Management Charges (as highlighted above). In fact, since 2018, actual
income has fallen short of budgeted income by an average of over US$700k, or 13%. For the
recommended sustainable financing strategy, it is therefore important to allow for some contingency
in the event that Programme Management Charges, or some other unforeseen shortfall in income
arises. The Review Team believes that funding for such contingency would be achievable if the
recommendations in this report are implemented. This is further elaborated in the Road Map for this
project, specifically Section 6.4.

RECOMMENDATION 24: SPREP should plan for some contingency in its forecast budgeting in order to
allow for unforeseen shortfalls in certain income streams (particularly for Programme Management
Charges, which is frequently below budgeted levels). Any surpluses achieved from year to year can
then be used to build SPREP’s reserves to allow for contingencies in future years. Funding for such
contingency would be achievable if the recommendations in this report are implemented. This is
further elaborated in the Road Map for this project, specifically Section 6.4 on implementation of High
Priority Recommendations.

4.2 Projected Organisational Costs
Challenges with projecting organizational costs

Organisational costs are difficult to forecast, given the way they are typically budgeted for. First, the
Finance team determines the known incomes that are likely to be received throughout the year,
including Membership Contributions (usually reliable), Other Income (usually reliable), Other Donor
Fund Income (somewhat reliable), and Programme Management Charges (less reliable as outlined
above). The Programme Management Charges budgeted for are a function of the implementation
schedules of each of the four Programme Units: Climate Change, Island & Ocean Ecosystems, Waste
Management & Pollution Control and Environment Monitoring & Governance. The core operational
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budget is then determined based on the income forecasted to be available. However, there is typically
a shortfall for budget allocations available compared to the ideal budget for optimal operating levels.
This is evidenced by the 2024 SPREP budget (page 10), which includes nearly US$2.5m of unfunded
budget allocations for the year, posing significant operational challenges to the organisation.

At a general level, the Review Team notes that an “optimum” budget for SPREP is difficult to predict,
given there are many variables and also the SPREP budget has increased rapidly over the last 15 years
based on many factors, including the growth in SPREP’s project portfolio and inflation. The Review
Team notes that only priority unfunded positions were included in the 2024 $2.5 shortfall but not the
full number of vacant positions (40+) as per the actual and thus optimal Organisational Structure for
SPREP as approved in 2017. The optimal budget is harder to predict and must be based on the longer-
term needs of organization. The 40 positions still vacant would have to be considered within the
optimal budget. The optimum budget must be linked with the new Strategic Plan (given the current
plan is coming to an end in 2026). This aspects also requires separate work to follow on regarding cost
of doing business, as highlighted in Section 7 of the report, as an area needing further work.

Further to this, due to the Programme Management Charges shortfalls that consistently occur each
year and already discussed at length, the already sub-optimal budget allocations for the year are
further impacted in-year. This leads to significant operational impacts, including freezes on hiring
planned staff; over-stretched staff that are trying to cover for roles that cannot be filled; and reduced
operational budgets.

So, whilst actuals would typically serve as a good representation to begin forecasting for future
organizational requirements, in SPREP’s case, we propose using budgeted organizational costs as the
basis for projected organizational requirements.

Projected organisational costs

See Figure 19 below for projected organisational costs through to the year 2030. There are four
scenarios presented on the graph:
1. Actuals, which is the actual expenditure of Executive Management & Corporate Services based
on audited financial statements.
2. Approved Budget, which is the total expenditure values from SPREP’s Core Budget documents.
3. Optimal Budget 1, which is a projected budget figure determined as follows:
o Forthe year 2024, the budget is calculated by using the approved budget + the ‘Unfunded
Budget Allocations’ from page 10 of the 2024 Budget document.
o For the years 2025 onwards, the budget is calculated by:
* Increasing costs by 3% to account for inflation/wage increases
= |ncreasing further by a growth factor of 10% to account for the growth
required to support a growing organisation/portfolio and
o For the years 2013-2023, the optimal budget is calculated by adding 33% to the approved
budget figures for the year (with 33% being based on the unfunded amount in the 2024
budget year).
4. Optimal Budget 2, which is a projected budget figure determined as follows:
o Forthe year 2024, the budget is calculated by using the approved budget + the ‘Unfunded
Budget Allocations’ from page 10 of the 2024 Budget document.
o For the years 2025 onwards, the budget is calculated by:
» |Increasing costs by 3% to account for inflation/wage increases
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= |Increasing further by a growth factor of 5% to account for the growth required

to support a growing organisation/portfolio and
For the years 2013-2023, the optimal budget is calculated by adding 33% to the approved
budget figures for the year (with 33% being based on the unfunded amount in the 2024

budget year).

Figure 19. Projected Required Organisational Cost Budget to 2030.
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Table 9 below summarizes the projected organizational requirements for 2024-2030 (as calculated
above). The aim of these projections is to try to ascertain the true organisational requirements (not
just those constrained by projected income) for the years 2024-2030.

Scenario 2024 Proj 2025 Proj ‘ 2026 Proj 2027 Proj 2028 Proj 2029 Proj 2030 Proj

Optimal Budget 1
+10% Growth + 10,067,383
3% Inflation

Optimal Budget 2

11,406,345 | 12,923,389 | 14,642,200 | 16,589,612 | 18,796,031 | 21,295,903

+ 5% Growth + 3% 10,067,383 | 10,887,875 | 11,775,237 | 12,734,918 | 13,772,814 | 14,895,298 | 16,109,265
Inflation
Approved Budget 7,576,275 8,183,307 | N/A N/A N/A N/A N/A

Table 9. Summary of Optimal Budget Scenarios for Projected Organisational Requirements 2024-
2030.
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5. Summary of Recommendations

The table below outlines the 24 recommendations in this report and provides:

o Reference to the section number in the text.

e The view of the Review Team on the priority of the recommendation with: (High) being the
highest priority; (Medium) having medium level priority; and (Low) having lower priority.

e Asuggested lead for each recommendation.

These recommendations are included in relevant sections throughout this Review Report and are
summarised in this section.

The table outlined below provides the Framework for the Road Map for implementation of this
Review, with recommendations denoted as High Priority having the highest priority for attention and
implementation. The allocation of priorities (High, Medium, or Low) is based on the professional
judgement of the Review Team in light of the following criteria:

e The need to take urgent/immediate action.

o The level of potential impact of the recommendation on the effectiveness and efficiency of
financial management in SPREP.

o The level of potential impact of the recommendation on the reputation of SPREP Members
and the Secretariat.

e A broad, qualitative assessment of benefits relative to costs of each recommendation.

The implementation of the highest priority recommendations is addressed in Section 6 (Finance and
Resource Sustainability Strategy). Implementation of each of these high priority recommendations is
elaborated in Section 6.

The Review recommends that the recommendations of this report be considered by the SPREP
Executive Board and the SPREP Meeting. It is noted that funding implications for some of the
recommendations will have to be reviewed closely by the existing SPREP Member Working Group in
terms of implementation, and the results from this assessment should also be presented to the SPREP
Executive Board, along with the recommendations from this Review.

The Review recommends that the oversight of the implementation of these recommendations
particularly the high priority recommendations be undertaken by a core group comprising relevant
SPREP staff and representatives of SPREP Members. The SPREP Secretariat should report on progress
on implementation of these recommendations at subsequent SPREP Meetings. The assessment of
achievement of these recommendations should be undertaken by SPREP Members, on a basis to be
determined by SPREP Members.

The Review Team notes the implementation of the Finance and Resource Sustainability Strategy must

be closely linked with the preparation of the next Strategic Plan of SPREP, noting that the current
Strategic Plan will conclude in 2026.
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# Recommendation Report Priority Lead
Section

1 SPREP should explore and apply a full range of 2.14 Medium SPREP Secretariat.
approaches towards setting up its Core Budget Through SLT and
for long-term financial sustainability, including Finance Section.
but not limited to:

a) Enhancements to existing sources of income.
b) Exploration of new sources of income.

c) Assessment of ways to improve cost
efficiencies.

2 SPREP should consider Core Funding within the 2.14 Medium SPREP Secretariat
context of effectively delivering services and
advice to SPREP PICT Members in the areas of
SPREP’s mandate.

3

4 The SPREP Secretariat should reinstate the 2.2.4 Medium SPREP Secretariat.
previous practice of sending an annual Through Finance
statement of SP’EP's support to each PICT to all Section.

SPREP members in order to highlight the value
of services provided and SPREP’s overall value
proposition.

5 SPREP should address the issue of non-payment 2.2.4 Medium SPREP Secretariat,
of membership fees in Guam and CNMI, through Northern
including through increasing its profile and Pacific subregion
presence in the Northern Pacific subregion office.
(particularly in Guam and CNMI), with the
Director General, SLT Members and the new
Subregion Director for the Northern Pacific to
play key roles in these efforts.

6 SPREP should explore different categories of 2.2.4 Medium SPREP Secretariat,

SPREP membership, including, but not limited
to, Associate Members and Permanent
Observers, with the aim of expanding and
improving partnerships with SPREP to address
environmental issues in the region.

working with SPREP
Members.
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10

SPREP should ensure that there is open and
clear communication and consultation with
donors at an early stage of project planning and
preparation and that all relevant costs,
including core costs, are considered, and
factored into the budget. The Donor and
Partner Dialogue, held prior to the 2023 SPREP
Meeting, is a good model for donor consultation
and dialogue, and should be continued and
used to provide an opportunity to openly
discuss key issues such as Programme
Management Charges.

234

Medium

SPREP Secretariat,
working with SPREP
Donors and
partners.

11

SPREP should consult and cooperate with other
CROP agencies to ensure sharing of information
and work towards a consistent CROP wide
approach to shared challenges, such as
Programme Management Charges, cost
recoveries and broader fundraising challenges.

2.3.4

Medium

SPREP Secretariat,
working with other
CROP agencies.

12

SPREP should strengthen its internal capacity
for dealing with multilateral funding agencies,
including through dedicated positions for the
GEF and the GCF, subject to available funding.

234

Medium

SPREP Secretariat,
through SLT.
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13 SPREP  should engage with relevant 234 Medium SPREP Secretariat,

Metropolitan Members to increase the quantity working with
and impact of climate finance and biodiversity Metropolitan
funding to the Pacific region, through the GCF, Members.

the GEF and the Adaptation Fund. SPREP should
engage with Members to increase the quantity
and impact of climate finance and other
multilateral funding to the Pacific region,
including through the GCF, the GEF and the AF.

15 SPREP should engage with all Metropolitan 2.4.4 Medium SPREP Secretariat
Members with a view of becoming a “partner of
choice” in relation to their initiatives and
programmes where they overlap with SPREP's
mandate. These include, but are not limited to,
the UK Blue Planet Fund and the recently
announced support from the French
Government for climate change and ocean
conservation. SPREP should engage with all
Metropolitan Members with a view of
becoming a “partner of choice” in relation to
their initiatives and programmes where they
overlap with SPREP's mandate. These include,
but are not limited to, the UK Blue Planet Fund,
the recently announced support from the
French Government for climate change and
ocean conservation and relevant aspects of the
US National Strategy dedicated to the Pacific
Islands, announced by President Biden in
September 2022.

_
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17

18

SPREP should consider all options for increasing
revenue from other sources, including but not
limited to:

a) SPREP should consider the opportunity to
invest funds received in advance into term
deposits to earn interest, as SPC and FFA do
currently. This would require careful review of
donor agreements to ensure permissibility and
a review of potential investment partners that
maximize interest but minimize risk.

b) Exploring options for social enterprises,
providing they are aligned to SPREP’s values
and can be managed sustainably.

c) Increasing power generated from solar
panels at the SPREP compound and selling it to
the EPC (Samoa’s  Electricity = Power
Corporation).

d) Reviewing rentals paid by organisations co-
located at SPREP, both in SPREP Offices in
Samoa and also in other PICTs.

e) Encouraging other relevant organisations to
co-locate at SPREP to further increase rental
incomes.

254

Low

SPREP Secretariat,
through Finance
Section.
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19 SPREP’s Finance Team should continue to 254 Low SPREP Secretariat,
support technical and project staff in financial through Finance
“literacy” via training where needed and Section.
provision of systems, processes, and tools to
ensure staff are able to manage the relevant
financial aspects of projects (in particular
budget planning and cost recovery).

20 SPREP should consider all options for internal 254 Low SPREP Secretariat,

reduction of costs within the organisation,
including but limited to:

a) Ensuring the availability of funds to enable
travel for non-project funded activities relating
to meet other technical, policy and capacity
building advisory commitments and to
participate in workshops and meetings that are
SPREP core business.

b) Encouraging increased use of electronic
communications wherever possible.

c) Consider options for reducing consultant fees
and undertaking some of this work in house.

d) Undertaking an internal review of expenses
currently paid for by Core Funds that could be
reduced or even eliminated.

e) Exploring options for commercial

partnerships to identify areas where in-kind or
low-cost services can be provided by the Private
Sector via CSR programmes.

through SLT.

21

22 SPREP should continue and expand its 3.3 Medium SPREP Secretariat,
cooperation with Bilateral and Multilateral working with
donors, including, but not limited to, the Bilateral and
European Union, the World Bank, the GEF and Multilateral donors.
the GCF, taking note of issues and opportunities
raised in Section 3.3 of this report.

23 SPREP should consider the application of non- 3.4 Low SPREP Secretariat,

traditional financing approaches, however
analysis and interviews with donors suggest
that these are likely to have more applicability
to programmatic funding than for SPREP’s core
funding and should therefore be prioritised
accordingly.

through SLT.
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6. Finance and Resource Sustainability Strategy

6.1

Guiding Principles

This document outlines a draft SPREP Finance Sustainability Strategy. This draft has been informed by
the preceding sections in this document and the recommendations outlined in Section 5, and have
been guided by the following principles:

6.2

Sustainable finance is essential for SPREP to address the priorities of PICT Members of SPREP,
as expressed through the 2017-2015 SPREP Strategic Plan.

Sustainable finance is also essential for SPREP to deliver high quality and timely services and
advice to PICTs in the areas of SPREP’s mandate.

A range of approaches should be applied to ensure sustainable and diversified financing for
SPREP.

SPREP should aim to achieve a balanced contribution from each source, without an
overreliance on any one revenue source or from individual donors or partners.

Sustainable financing should aim to ensure finance is available on a long-term and predictable
basis.

Approaches to sustainable finance should be based on open and effective communication,
including with SPREP Members, with SPREP donors and with SPREP staff.

All SPREP funds should be managed efficiently and transparently through effective financial,
risk management, and audit systems, integrated with programme management, monitoring,
evaluation, and reporting systems.

SPREP should aim to continue the upward trajectory of revenues, whilst also closely managing
costs, to ensure increases support for PICTs.

SPREP Value Proposition

SPREP is uniquely structured and positioned to support PICTs plan and implement environmental
programmes. There are several important areas of the SPREP value proposition which underline the
unique value and attributes of SPREP. These include:

SPREP is directly accountable to the countries and territories of the Pacific region, SPREP is
owned by PICTs and directly accountable through SPREP Meetings and through the SPREP
Executive Board. There are many organisations working in the Pacific region in the
environmental and conservation sector, including many local and international NGOs, however
none have the direct line of accountability to PICTs to which SPREP is committed.

SPREP has a clear mandate in the Pacific region regarding (a) climate change resilience; (b)
island and ocean ecosystems; (c) effective waste management and pollution control; and (d)
environmental governance.

SPREP is recognised as an agency that works in partnership with others, including Members,
other CROP agencies, NGOs, and other partners to support improved environmental outcomes
in PICTs.

SPREP has a track record of delivering quality services and programmes for PICTs in the areas
of its mandate. It has internationally recognised professional staff, with high levels of technical
expertise.
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e SPREP has demonstrated an unparalleled ability to convene and coordinate across the region,
as demonstrated by its coordination of regional Round Tables in relation to climate change,
nature conservation and waste management.

e SPREP has strong and accountable governance, Finance and HR management systems as
demonstrated by passing the rigorous standards demanded by the EU, and as an Implementing
Agency with the GCF and Adaptation Fund, and as an Executing Agency with GEF.

The above value proposition was validated through interviews undertaken for this project with SPREP
Members, Donors, and partners. However, many mentioned that SPREP could be more active in
promoting and communicating the different elements of this value proposition to key stakeholders.

6.3 Strategic Goals

The strategic goals of this Sustainable Financing Strategy are aligned with Organisational Goal 3 of the
Strategic Plan, which is that: “SPREP has a reliable and sustainable funding base to achieve
environmental outcomes for the benefit of the Pacific Islands region and manages its programs and
operations to stay within its budget”. The objectives of Organisational Goal 3 are:

e Objective 3.1: Achieve a balanced and sustainable budget.

e Objective 3.2: Manage funds efficiently and transparently through effective financial, risk
management, and audit systems, integrated with programme management, monitoring,
evaluation, and reporting systems.

e Objective 3.3: Build effective, strategic, long-term relationships with new and existing donors
through regular communications, including high-level discussions and meetings.

e Objective 3.4: Build the capacity of SPREP as a regional Implementing Entity for climate change
and as a conduit for other environmental funding mechanisms.

e Objective 3.5: Seek additional sources and forms of sustainable financial support.

6.4 Implementation of High Priority Recommendations

The below section outlines several key recommendations that, if implemented successfully, will help
SPREP take significant strides towards achieving a balanced and sustainable budget. These correspond
to the High Priority Recommendations outlined in Section 5. The key recommendations are:

e Priority Recommendation 1: Follow up the 20% Membership Contributions increase agreed in
2017 (based on Recommendation 3).

e Priority Recommendation 2: Complete a comprehensive review of membership fees and
introduce a new membership framework (based on Recommendation 7).

e Priority Recommendation 3: Update SPREP’s policy on Programme Management Charges to
be a fixed 15% for both members and non-members (based on Recommendation 8).

e Priority Recommendation 4: Develop and implement a comprehensive cost recovery policy
(based on Recommendation 9).

e Priority Recommendation 5: Develop and implement a strategy for securing additional flexible
donor funding, including new framework agreements with metro members. (based on
Recommendations 14 and 17).

e Priority Recommendation 6: Build contingency into budget forecasting to allow for unforeseen
shortfalls (based on Recommendation 24).
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e Priority Recommendation 7: Recruitment of a fundraising position at SPREP (based on

Recommendation 16).

e Priority Recommendation 8: Improvement of SPREP’s Financial and HR management systems
(based on Recommendation 21).

Each of these key recommendations will be explored in more detail below.

6.4.1 Priority Recommendation 1: Follow up the 20% Membership Contributions

increase agreed in 2017.

As soon as is practicable, SPREP should follow up the 21 member states — excluding Australia, New
Zealand, New Caledonia, Papua New Guinea, Samoa and Tuvalu — that have not followed through with
the full 20% commitment made. Table 10 below shows the current state of implementation across
each of the member states. Once fully actioned, this change alone will add US$113,890 to SPREP’s

annual budget.

If it is possible to enact this change prior to the 2025 calendar year, it is recommended this change be
combined with key recommendation 2 in order to avoid confusion and assist with smoother
communications for the two related changes.

2015 Actual Increase % Increase | Increase remaining
Member Country Membership | 2022 Executed Executed for agreed 20%
American Samoa 10,184 10,184 0 2,037
Australia 185,106 222,127 37,021 0
Cook Islands 10,184 10,184 0 2,037
Federated States of Micronesia 10,184 10,184 0 2,037
Fiji 20,360 20,360 0 4,072
France 134,202 140,903 6,701 20,139
French Polynesia 20,360 22,396 2,036 2,036
Guam 20,360 20,360 0 4,072
Kiribati 10,184 10,184 0 2,037
Marshall Islands 10,184 10,184 0 2,037
Nauru 10,184 10,184 0 2,037
New Caledonia 20,360 24,432 4,072 0
New Zealand 134,202 161,042 26,840 0
Niue 10,184 10,184 0 2,037
Northern Marianas 10,184 10,184 0 2,037
Palau 10,184 10,184 0 2,037
Papua New Guinea 20,360 24,432 4,072 0
Samoa 20,360 24,432 4,072 0
Solomon Islands 20,360 20,360 0 4,072
Tokelau 10,184 10,184 0 2,037
Tonga 10,184 10,184 0 2,037
Tuvalu 10,184 12,221 2,037 0
United Kingdom 134,202 134,202 0 26,840
United States of America 186,787 200,000 13,213 24,144
Vanuatu 20,360 20,360 0 4,072
Wallis & Futuna Islands 10,184 10,184 0 2,037
Total 1,069,771 1,169,835 100,064 113,890

Table 10. Current State of Membership Contributions paid by member country for 2022 compared to
2015 (prior to the agreed 20% increase).
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6.4.2 Priority Recommendation 2: Complete a comprehensive review of
membership fees and introduce a new membership framework.

As highlighted in Section 2.2, membership fees have not kept pace with the cost of doing business and
the relative contribution that they make to core income has consequently been diluted from a high of
39% in 2013 to 21% in 2022 (and as low as 16% as forecast in 2024 budget).

Therefore, in addition to key recommendation 1 to follow through with the previously agreed
membership increases, it is also recommended to complete a comprehensive review of what long-
term membership fees should look like and what mechanisms should be used to adjust them on a
regular basis in order to retain long-term sustainability.

Some considerations to explore when completing this review are provided below.

Ownership

Membership Contributions are a key pillar of SPREP’s core budget and are important to help foster a
sense of ownership and buy-in for member countries. Without a meaningful contribution from
membership fees, SPREP is more exposed to variable Programme Management Charges, which can be
impacted by delivery and Other Donor Fund Income, which can be unreliable.

SPC, PIFS and FFA all stated that an ideal target for membership fees would be a 50% contribution to
core funding. This threshold means that members, as the key benefactors of the organisation, are also
the majority contributors to ensure the financial stability of the organisation, reducing the reliance on
and exposure to other external factors.

Equity and Economic Context

At present (2022 actuals), 73% of SPREP’s Membership Contributions are contributed by Metropolitan
members, with the remainder coming from PICTs. When comparing this to SPC and PIFS, SPREP has a
more even balance across Metropolitan members with less exposure to any one country than SPC and
PIFS (noting that only Australia and New Zealand are members of PIFS). This is a positive for SPREP and
this balance should be maintained where possible.

Metro Member SPREP ﬁ

Australia 19.0% 26.4% 24.6%
France 12.0% 20.6% 0.0%
New Zealand 13.8% 16.9% 24.6%
United Kingdom 11.5% 4.1% 0.0%
United States of America 17.1% 11.7% 0.0%
Total 73.4% 79.7% 49.1%

Table 11. 2022 Relative Membership Contributions from Metro Members for SPREP, SPC and PIFS

There are currently two membership levels for PICTS —small (US$10,184) and large (US$20,360), which
are based on the GDP of each country when these membership fees were set over 20 years ago. Whilst
this method for allocating membership fees is clear and simple, it does lead to examples where some
small member countries (as measured by current GDP) end up paying the same amount as larger
countries and vice versa where some larger member countries end up paying a smaller amount.
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SPC and PIFS do not have such rigid membership payment categories and charge membership fees
that are more aligned to current GDPs (particularly PIFS). See Table 12 for relative contributions from
member countries for PICT countries only, including membership fees based on GDP only.

PICTS only

Papua New Guinea

% for PICTs if

based purely on

SPC

146%

New Caledonia 10.1 16.6% C 11.0%
Guam 6.1 10.1% |
French Polynesia 6.1 10.0% 8.8%
Fiji 4.3 7.1% 6.5% 7.9% 8.7%
Solomon Islands 1.6 2.7% 6.5% 3.5% 6.3%
Northern Marianas 1.2 2.0% 3.3% 2.6% -
Vanuatu 1.0 1.6% 6.5% 6.4% 6.5%
Samoa 0.8 1.4% 3.5% 6.5%
American Samoa 0.7 1.2% 3.3% 2.6%

Tonga 0.5 0.8% 3.3% 3.1% 6.1%
Federated States of Micronesia 0.4 0.7% 3.3% 3.3% 3.0%
Marshall Islands 0.3 0.4% 3.3% 2.1% 3.0%
Cook Islands 0.3 0.4% 3.3% 2.1% 3.0%
Palau 0.2 0.4% 3.3% 2.1% 3.0%
Kiribati 0.2 0.3% 3.3% 2.8% 1.5%
Nauru 0.1 0.2% 3.3% 2.2% 3.0%
Tuvalu 0.1 3.9% 2.2% 3.0%
Niue 0.0 3.3% 3.0%
Pitcairn Island -

Tokelau - 3.3% 2.2% 1.0%
Wallis & Futuna Islands - 3.3% 1.0%

Table 12. 2022 Relative Membership Contributions from PICTs compared to GDP for each country.

*(Source: Trading Economics, 2023)

The table shows some examples where SPREP’s membership fees do not align with GDP. For example,
Papua New Guinea pays the “large” membership fee for SPREP, which is US$24,432 for a contribution
of 7.8% of total PICT membership fees. However, they pay 14.6% of all SPC PICT membership fees and
22% of all PIFS PICT membership fees. If Papua New Guinea were to make the same % contribution as
to PIFS, they would pay almost three times as much as US$68,113. On the other hand, small countries
such as Niue, and Wallis & Futuna Islands pay the same SPREP fee as countries such as Northern

Marianas and American Samoa, and significantly more by % than for SPC and PIFS.

With the above considerations in mind, the key elements of these recommendations are as follows:

e SPREP should aim to achieve a minimum contribution from membership fees of 50% of overall

core income.

e Consideration should be given to phasing increases over time to achieve this contribution.
e SPREP should aim to maintain the current relative contribution rates from metro members.
e SPREP should aim to rebalance relative membership contribution percentages for PICTs so that

they are more aligned to individual country GDPs.

e SPREP should set out a milestone roadmap for membership fees to help guide its membership
fee decisions and monitor progress towards its goals (an example is given below in Table 14).
e SPREP should monitor progress against these milestones on an annual basis and complete a

review every 2 years to assess:
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o Whether the membership fees are on the right trajectory to make a meaningful
contribution to core income.

o Whether membership fee allocations are still suitable within the context of the
economic situations of individual countries.

e Once the desired membership contribution level and country allocations are reached, SPREP
should put in place a review mechanism that ensures the long-term financial sustainability of
membership fees. This could include:

o Annual monitoring of membership fee contributions.
o Biannual review and adjustment of memberships fees in line with:
=  CPI to account for the cost of doing business in the Pacific.
=  GDP changes for individual PICTs in order to rebalance membership fees in an
equitable and manageable manner.

6.4.3 Priority Recommendation 3: Update policy on Programme Management
Charges to be a fixed 15% for both members and non-members.

As described in Section 2.3.3, some donors have well established criteria that apply to a large volume
of projects globally and therefore it can be challenging to negotiate increased Programme
Management Charges in some circumstances. But in order to understand the scope of change if this
were possible, a recast of 2022’s Programme Management Charges has been created (see Table 3) with
some adjusted scenarios, including:

e Actual Programme Management Charges for 2022

e A fixed 15% Programme Management Charge

o A fixed 15% Programme Management Charge for all except the top 5 donors

See below Table 3 showing the adjusted Programme Management Charges earned and project
portfolio size for the above scenarios.

2022 Actual PMCs 1,797,631 21,727,079 8.3%
Fixed 15% PMCs 3,259,062 21,727,079 15.0%
Fixed 15% PMCs excl. top 5

xed 2o FIVILs excl. top 2,345,335 21,727,079 10.8%
donors

Table 3. 2022 scenarios if changed policy towards different Programme Management Charge (PMCs)
thresholds.

As observed in the table, raising Programme Management Charges to a fixed 15% could have a
significant impact of ~USS$1,500,000 per year. Though, with some fixed donor policies on Programme
Management Charges, this could be easier said than done. Still, looking at the impact of raising
Programme Management Charges for all donors excluding the top 5 of the European Union, UNEP,
UNDP, GCF and AF, this could still lead to a reasonably significant impact of ~US$550,000.

One sub-recommendation in support of this recommendation is to highlight to donors the unique
cost of doing business in the Pacific Region, which relies heavily on travel in support of the many
different Pacific Island countries. With travel costs having increased two to three-fold since the
COVID-19 pandemic, this has become a significant cost burden for work in this region. It is
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recommended that a separate independent analysis of this issue is completed so that this can be
provided as clear rationale to all potential donors for adhering to the fixed policy of 15%.

6.4.4 Priority Recommendation 4: Develop and implement a comprehensive cost
recovery policy.

As highlighted in Section 2.3, the levels of cost recovery for SPREP are significantly behind those of SPC
and PIFS. Key donors have suggested that whilst they would not be willing to budge on programme
management charges, cost recovery is a potential avenue for SPREP to explore.

SPREP’s cost recovery rate of 3.4% is significantly lower than SPC’s rate of 10.2% and PIFS’ rate of 12.2%
based on past two years averages (2021 and 2022). If SPREP were to achieve the same cost recovery
rates as either of these two CROPs, this would offset costs by US$2-US $3 million per year (as shown
below), which would go a long way to improving the core funding situation. See table below.

Cost Recovery Cost Recovery for Difference if
Rate | 2024 Budgeted Year applied to SPREP

SPREP Cost Recovery Rate 3.4% 1,125,516 0
SPC Cost Recovery Rate 10.2% 3,361,759 +2,236,243
PIFS Cost Recovery Rate 12.2% 4,026,315 +2,900,799

Table 13. Different Cost Recovery amounts achievable if matched SPC’s or PIFS’ cost recovery rates
(based on their average for 2021 and 2022).

Items that could be reviewed as potential candidates for cost recovery include:
e Legal costs for contract reviews and MOUs
e HR, recruitment costs for projects
e Desk space per square metre
e |CT —including laptops, headphones, all systems etc.
e Costs for time involved for all core funded positions at an hourly rate, including:
o Library / Knowledge and Archives

o ICT

o Communications

o Finance and Administration
o HR

o Legal

o)

Internal Audit

Given the significant potential upside for SPREP, we recommend that a project is initiated to:

e Review and document all core operational costs that SPREP incurs as a result of implementing
projects on behalf of its member countries (whether direct or indirect).

e Design a methodology for estimating and allocating these costs to specific programmes and
projects during its scoping stages, using best practice examples, such as the UN, as well as SPC
and PIFS as baseline.

e Review proposed methodologies with major funders, including the EU, the GCF and UNEP.

e Build systems and processes to help to optimise and streamline the agreed methodology.

e Review cost recovery progress annually and identify further improvements where required.
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6.4.5 Priority Recommendation 5: Develop and implement a strategy for securing
additional flexible donor funding, including new framework agreements with metro
members.

Whilst increasing membership fees and improving cost recovery will go a long way to reducing the core
funding gap, additional funds will be needed to support SPREP’s core operations. Currently, SPREP’s
Other Donor Fund Income comes from a limited group of funders, with the vast majority (88%) coming
from both Australia (32%) and New Zealand (56%), leading to key donor risk and an overreliance on
these few key sources.

In order to enhance the outcomes and diversify risk in this income line, SPREP should aim to:

e Reduce reliance on Other Donor Fund Income over the long-term in order to re-balance
relative contributions from other income sources for a diversified income portfolio.

e Reduce reliance on fewer donor sources by having no single donor contributing more than
33% of this income line. This can be achieved by diversifying and securing additional donor
sources including:

o New framework agreements with other metro members outside of Australia and New
Zealand. Efforts should be made to highlight how SPREP’s value proposition addresses
mutual priority areas. E.g. For the UK, this could be their Blue Planet Fund initiative
(UK Gov, 2023), which names the Pacific as one if its priority areas.

o Other ODA funding agreements with new countries that provide significant funding
for SPREP’s aligned causes, such as Japan, Korea and Germany, as outlined in Section
3.1

o Grant agreements with new philanthropic partners, as outlined in Section 3.2.

o Exploration of corporate partnerships (for either voluntary CSR donations/grants or
the provision of in-kind/low-cost services), as outlined in Section 3.4.

e Employ an experienced fundraising manager to design the fundraising strategy and secure
new partnerships via the potential sources identified above.

6.4.6 Priority Recommendation 6: Build contingency into budget forecasting to
allow for unforeseen shortfalls.

As identified in section 4.1, a consistent challenge for SPREP has been the in-year shortfalls in budget
that are often caused by shortfalls in Programme Management Charges earned, when delivery of
programmes/projects is delayed. This can happen for a variety of reasons, often out of SPREP’s control,
with delays caused by the COVID-19 pandemic being a significant example.

To help ensure that SPREP has adequate coverage for fixed core operational expenses, it should build
in some contingency into the budget so that core services are not interrupted during times when
unexpected circumstances arise. During years when there have been no unexpected disruptions, if a
surplus income is earned, this can be used to build SPREP’s reserves as buffer against disruptions for
future years. Long-term surpluses can also be used for capital costs to strengthen the organisation and
further its mandate.

An ideal contingency target would be somewhere in the range of 10% to 20% of total core operational
costs. Funding for such contingency would be achievable if the recommendations in this report are
implemented. This is further elaborated in the Road Map for this project, specifically Section 6.4 on
implementation of High Priority Recommendations.
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6.4.7 Priority Recommendation 7: Recruitment of a fundraising position at SPREP
(based on Recommendation 16).

The Review Team recommends that SPREP should, as a priority, employ a person(s) specifically
charged with fundraising for the organisation. This recognises that fundraising for organisations such
as SPREP requires professional skills and dedicated capacity. It is noted that many of the successful
organisations involved in the environment and nature conservation sectors, such as The Nature
Conservancy and Conservation International, employ significant fundraising teams. The elements of
the TOR for this fundraising position at SPREP should include, but not be limited to: (a) additional
bilateral donors; (b) philanthropic organisations; (c) the private sector; and (d) innovative sources of
funding. It is anticipated that the fundraising position at SPREP would play a lead role in the
development of the funding strategy outlined in this report.

6.4.8 Priority Recommendation 8: Improvement of SPREP’s Financial and HR
management systems (based on Recommendation 21).

The Review Team further notes that SPREP’s Financial and HR management systems could be
improved to better meet the current and future needs of SPREP. Improved systems can streamline
processes and optimise resources, which can reduce the overall cost of core operations. This could
include, but not be limited to: (a) ensuring better linkages between the PAYGLOBAL System and the
Financial Management Information System (FMIS), to enable Finance to support programs and
projects and to allow interfacing between them; (b) improving system reporting functionalities to
better meet the needs of the multiple donors and members SPREP works with. Training should also
be a key element of new systems, with SPREP's Finance Team continuing to support technical and
project staff in financial “literacy” via training where needed and provision of systems, processes,
and tools to ensure staff are able to manage the relevant financial aspects of projects (in particular
budget planning and cost recovery).

6.4.9 Priority Recommendation Milestones

The below tables present two scenarios over a six-year period to 2030 based on implementation of
the priority recommendations outlined in the above sections.

Scenario 1: Strong growth scenario

Scenario 1 (table 14) reflects the Optimal Budget 1 presented in section 4.2 and assumes a strong
growth for SPREP’s programme/project portfolio and budget of 10% p.a. in addition to 3% inflation.
In order to meet the requirements of managing a rapidly growing programme/project portfolio and
increased cost of business, it will need to generate more income from its core funding streams.
Consequently, upper ranges of the details presented for the priority recommendations are included
for this scenario, including:

1. Achieving the full amount of previously agreed Membership Increases by 2025.

2. Achieving 46% relative contribution to SPREP’s total core funding from Member
Contributions (matching SPC’s levels) by 2030, with phased increases from 2025 onwards.

3. Achieving 15% Programme Management Charges for all donors except the top 5 from 2025
onwards.
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Achieving double the cost recovery rate (7.2%) compared to current levels from 2025
onwards.

Achieving the remaining gap in income to optimal budget 1 each year by securing additional
flexible donor funds, including framework agreements.

Achieving a 20% contingency surplus from 2025 onwards.

Scenario 2: Moderate growth scenario

Scenario 2 (table 15) reflects the Optimal Budget 2 presented in section 4.2 and assumes a moderate
growth for SPREP’s programme/project portfolio and budget of 5% p.a. in addition to 3% inflation. In
order to meet the requirements of managing a moderately growing programme/project portfolio
and increased cost of business, it will need to generate more income from its core funding streams.
Consequently, more conservative ranges of the details presented for the priority recommendations
are included for this scenario, including:

1.
2.

Achieving the full amount of previously agreed Membership Increases by 2025.

Achieving 35% relative contribution to SPREP’s total core funding from Member
Contributions (matching SPC’s levels) by 2030, with phased increases from 2025 onwards.
Achieving 15% Programme Management Charges for all donors except the top 5 from 2025
onwards.

Achieving 10% cost recovery rate compared from 2025 onwards.

Achieving the remaining gap in income to optimal budget 1 each year by securing additional
flexible donor funds, including framework agreements.

Achieving a 10% contingency surplus from 2025 onwards.
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Scenario 1: Strong Growth Milestone Road Map

Actual Actual Budget Budget Forecast Forecast Forecast Forecast Forecast Forecast
Income Source 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Programme/Donor Fund Income (reference only) 15,879,354 19,369,652 30,342,756 33,103,410 37,506,164 42,494,483 48,146,250 54,549,701 61,804,811 70,024,851
Membership Contributions (current - no growth) 1,183,955 1,190,195 1,190,175 1,190,208 1,190,208 1,190,208 1,190,208 1,190,208 1,190,208 1,190,208
Key Recommendation 1: Execute previously agreed increases 113,890 113,890 113,890 113,890 113,890 113,890
Key Recommendation 2: Achieve 46% membership contribution by 2030 1,178,473 2,192,720 3,432,843 4,940,983 6,766,497 8,967,128
Total Membership Contributions 1,183,955 1,190,195 1,190,175 1,190,208 2,482,571 3,496,818 4,736,941 6,245,082 8,070,595 10,271,227
PMCs Organic Growth (fixed at 8.3% of project funding) 1,313,071 1,797,631 2,430,553 2,752,731 3,118,844 3,533,651 4,003,626 4,536,108 5,139,411 5,822,952
Recommendation 3: Standardise PMCs to 15% Flat Rate 929,769 1,053,428 1,193,534 1,352,274 1,532,126 1,735,899
Total Programme Management Charges 1,313,071 1,797,631 2,430,553 2,752,731 4,048,613 4,587,078 5,197,160 5,888,382 6,671,537 7,558,851
ODFI Organic Growth (at 3% inflation) 2,388,092 2,294,333 2,196,823 3,108,336 3,201,586 3,297,634 3,396,563 3,498,460 3,603,413 3,711,516
Key Recommendation 5: Secure additional funding partners/donors, including framework agreements 1,686,032 1,611,670 1,448,001 1,171,393 753,473 160,282
Total ODFI 2,388,092 2,294,333 2,196,823 3,108,336 4,887,618 4,909,304 4,844,563 4,669,852 4,356,886 3,871,798
Other Income Organic Growth (at 3% inflation) 437,297 468,251 388,643 525,000 540,750 556,973 573,682 590,892 608,619 626,877
Total Other Income 437,297 468,251 388,643 525,000 540,750 556,973 573,682 590,892 608,619 626,877
Total Income 5,322,415 5,750,410 6,206,194 7,576,275 11,959,553 13,550,173 15,352,346 17,394,208 19,707,638 22,328,754
Optimal Budget Scenario 1 10,067,383 11,406,345 12,923,389 14,642,200 16,589,612 18,796,031 21,295,903
Key Recommendation 4: Increase cost recovery rate to 7.2% - 1,440,051 1,631,578 1,848,578 2,094,439 2,372,999 2,688,608
Optimal Budget ex Recoveries 10,067,383 9,966,294 11,291,811 12,793,622 14,495,173 16,423,031 18,607,295
Key Recommendation 6: Build contingency into budget at 20% - 2,491,108 1,993,259 2,258,362 2,558,724 2,899,035 3,284,606 3,721,459
Optimal Income 7,576,275 11,959,553 13,550,173 15,352,346 17,394,208 19,707,638 22,328,754
Actual Actual Budget Budget Forecast Forecast Forecast Forecast Forecast Forecast
pLop X} 2022 2023 2024 2025 2026 2027 2028 pLp L]
Membership Contributions 22% 21% 19% 16% 21% 26% 31% 36% 41% 46%
Programme Management Charges 25% 31% 39% 36% 34% 34% 34% 34% 34% 34%
ODFI 45% 40% 35% 41% 41% 36% 32% 27% 22% 17%
Other 8% 8% 6% 7% 5% 4% 4% 3% 3% 3%
Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

Table 14. Summary of key recommendations under a strong growth scenario, with percentage contribution milestones from 2024 to 2030.
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Scenario 2: Moderate Growth Milestone Road Map

Actual Actual Budget Budget Forecast Forecast Forecast Forecast Forecast Forecast
Income Source 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Programme/Donor Fund Income (reference only) 15,879,354 19,369,652 30,342,756 33,103,410 35,801,338 38,719,147 41,874,757 45,287,550 48,978,486 52,970,232
Membership Contributions (current - no growth) 1,183,955 1,190,195 1,190,175 1,190,208 1,190,208 1,190,208 1,190,208 1,190,208 1,190,208 1,190,208
Key Recommendation 1: Execute previously agreed increases - - - - 113,890 113,890 113,890 113,890 113,890 113,890
Key Recommendation 2: Achieve 35% membership contribution by 2030 575,552 1,217,156 2,004,230 2,964,534 4,130,654 5,540,794
Total Membership Contributions 1,183,955 1,190,195 1,190,175 1,190,208 1,879,650 2,521,254 3,308,328 4,268,632 5,434,753 6,844,892
PMCs Organic Growth (fixed at 8.3% of project funding) 1,313,071 1,797,631 2,430,553 2,752,731 2,977,079 3,219,710 3,482,117 3,765,909 4,072,831 4,404,767
Recommendation 3: Standardise PMCs to 15% Flat Rate 887,507 959,838 1,038,065 1,122,667 1,214,165 1,313,119
Total Programme Management Charges 1,313,071 1,797,631 2,430,553 2,752,731 3,864,585 4,179,549 4,520,182 4,888,577 5,286,996 5,717,886
ODFI Organic Growth (at 3% inflation) 2,388,092 2,294,333 2,196,823 3,108,336 3,201,586 3,297,634 3,396,563 3,498,460 3,603,413 3,711,516
Key Recommendation 5: Secure additional funding partners/donors, including framework agreements 445,673 832,483 1,249,360 1,694,456 2,164,731 2,655,664
Total ODFI 2,388,092 2,294,333 2,196,823 3,108,336 3,647,259 4,130,116 4,645,923 5,192,916 5,768,144 6,367,179
Other Income Organic Growth (at 3% inflation) 437,297 468,251 388,643 525,000 540,750 556,973 573,682 590,892 608,619 626,877
Total Other Income 437,297 468,251 388,643 525,000 540,750 556,973 573,682 590,892 608,619 626,877
Total Income 5,322,415 5,750,410 6,206,194 7,576,275 9,932,244 11,387,892 13,048,115 14,941,017 17,098,511 19,556,835
Optimal Budget Scenario 2 - - - 10,067,383 11,406,345 12,923,389 14,642,200 16,589,612 18,796,031 21,295,903
Key Recommendation 4: Increase cost recovery rate to 10% - 2,377,032 2,570,760 2,780,277 3,006,869 3,251,929 3,516,961
Optimal Budget ex Recoveries 10,067,383 9,029,313 10,352,629 11,861,923 13,582,743 15,544,101 17,778,941
Key Recommendation 6: Build contingency into budget at 10% - 2,491,108 902,931 1,035,263 1,186,192 1,358,274 1,554,410 1,777,894
Optimal Income 7,576,275 9,932,244 11,387,892 13,048,115 14,941,017 17,098,511 19,556,835
Actual Actual Budget Budget Forecast Forecast Forecast Forecast Forecast Forecast
% Core pLop X} 2022 2023 2024 2025 2026 2027 2028 pLp L] 2030
Membership Contributions 22% 21% 19% 16% 19% 22% 25% 29% 32% 35%
Programme Management Charges 25% 31% 39% 36% 39% 37% 35% 33% 31% 29%
ODFI 45% 40% 35% 41% 37% 36% 36% 35% 34% 33%
Other 8% 8% 6% 7% 5% 5% 4% 4% 4% 3%
Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

Table 15. Summary of key recommendations under a moderate growth scenario, with percentage contribution milestones from 2024 to 2030.
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7. Next Steps for This Project

This Report outlines 24 recommendations in this report and provides detail on the implementation of
the 8 Priority Recommendations. The Review Team recommends that the recommendations of this
report be considered by the SPREP Executive Board and the SPREP Meeting. It is noted that funding
implications for some of the recommendations will have to be reviewed closely by the existing SPREP
Member Working Group in terms of implementation, and the results from this assessment should also
be presented to the SPREP Executive Board, along with the recommendations from this Review.

The Review recommends that the oversight of the implementation of these recommendations
particularly the high priority recommendations be undertaken by a core group comprising relevant
SPREP staff and representatives of SPREP Members. The SPREP Secretariat should report on progress
on implementation of these recommendations at subsequent SPREP Meetings. The assessment of
achievement of these recommendations should be undertaken by SPREP Members, on a basis to be
determined by SPREP Members.

The SPREP SLT has indicated there could be three additional areas of work after this project is
completed. Detailed Terms of Reference would need to be developed if it is agreed that this extra
work should proceed. Additional funding would be required.

Costs of doing business

SLT Members highlighted the increased and increasing cost of doing business in the Pacific Region as
a clear rationale for why Programme Management Charges may need to be higher than for other
places around the world to ensure adequate coverage for core operations. This assessment of costs
could include:

e Identification of the key costs involved in SPREP activities.

e Review of the costs of similar organisations to SPREP, in the region and internationally.

e Review of how costs have changed over the last 10 years and an assessment of different
scenarios of how costs could change over the next 10 years with a summary of implications
for SPREP’s financial management.

Assessment of cost recovery

This report notes cost recovery rates for SPREP on donor projects are significantly less than for other
similar organisations, including other CROP agencies considered under this review. Additionally, a
number of people and organisations interviewed highlighted that there is a lot more that SPREP could
be recovering costs for, but currently isn’t - at least on a consistent basis - including the cost of core
funded positions, ICT costs, and for desk space. Analysis in section 7.4.4 if this report suggests that
improving cost recovery rates is a significant opportunity for SPREP, representing somewhere between
$2 million to $3 million per annum if it were to achieve similar rates of recovery as other CROP
agencies. It has thus been suggested that SPREP should review cost recovery practices as a priority,
with the aim of increasing the rates of cost recovery to those currently achieved by SPC and PIFS. Work
on this project could include:
e Review and document all core operational costs that SPREP incurs as a result of implementing
projects on behalf of its member countries (whether direct or indirect).
e Design a methodology for estimating and allocating these costs to specific programmes and
projects during its scoping stages, using best practice examples, such as the UN, as well as SPC
and PIFS as baseline.
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e Review proposed methodologies with major funders, including the EU, the GCF and UNEP.
e Build systems and processes to help to optimise and streamline the agreed methodology.
Review cost recovery progress annually and identify further improvements where required.

Presentation of SPREP Finance Review to next SPREP Executive Board Meeting

Presentation of the full report to the next SPREP Executive Board Meeting, which it is understood will
be held later in 2024.
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8.1 Annex 1-SPREP Member Contributions by Member Country 2013-2022

Member Country 2013 Actual 2014 Actual 2015 Actual 2016 Actual 2017 Actual 2018 Actual 2019 Actual 2020 Actual 2021 Actual 2022 Actual

American Samoa 11,912 10,184 10,184 10,693 10,693 10,184 10,184 10,184 10,184 10,184
Australia 185,106 185,106 185,106 194,362 194,362 222,127 222,127 222,127 222,127 222,127
Cook Islands 10,154 10,214 10,184 10,673 10,718 10,189 10,184 10,184 10,184 10,184
Federated States of | 10,184 10,184 10,184 10,184 11,202 10,177 10,184 10,191 10,184 10,184
Micronesia

Fiji 20,360 20,265 20,422 20,344 20,410 20,360 23,396 20,360 20,360 20,360
France 134,202 268,399 140,883 140,883 140,973 140,973 140,883 0 140,913 140,903
French Polynesia 20,360 20,360 20,360 20,360 20,360 22,396 22,396 22,396 22,396 22,396
Guam 0 0 20,360 21,371 21,378 20,360 0 40,720 20,368 20,360
Kiribati 10,205 10,180 10,165 10,693 10,725 0 20,351 10,203 10,184 10,184
Marshall Islands 20,368 10,184 10,184 0 20,361 10,184 10,184 10,184 11,209 10,184
Nauru 189,181 10,184 9,358 9,432 11,723 10,483 10,590 10,589 10,184
New Caledonia 20,064 21,202 16,366 25,140 21,268 29,485 27,140 25,168 16,276 24,432
New Zealand 134,202 134,202 134,202 140,913 140,913 140,912 161,043 161,042 161,042 161,042
Niue 10,184 10,209 0 20,340 10,667 10,716 10,217 10,184 10,184 10,184
Northern Marianas 0 0 0 20,368 10,184 10,184 10,184 10,184 10,184
Palau 32,860 0 0 20,000 0 45,433 10,184 10,184 10,184 10,184
Papua New Guinea 40,720 0 373,500 8,754 0 0 105,606 1,693 24,432 24,432
Samoa 20,360 20,340 40,707 62,991 41,771 45,060 44,792 23,120 45,259 44,792
Solomon Islands 40,690 20,390 20,360 20,328 20,360 20,341 22,440 20,368 20,360 20,360
Tokelau 10,184 10,184 10,184 10,693 10,693 10,184 10,184 10,184 10,184 10,184
Tonga 15,365 0 30,553 10,634 10,701 10,152 10,251 10,202 10,184 10,184
Tuvalu 10,238 10,184 10,184 10,685 10,694 12,222 12,227 12,221 12,222 12,221
United Kingdom 178,936 134,202 134,202 0 281,826 134,195 134,201 134,210 134,202 134,202
United States of America 235,000 210,000 200,000 194,663 194,663 194,663 194,670 200,000 200,000 200,000
Vanuatu 31,500 19,629 8,980 0 104,842 20,360 20,360 20,360 20,360 20,360
Wallis & Futuna Islands 10,184 17,801 0 31,046 10,686 10,161 17,232 10,184 10,184 10,184
Total 1,213,338 1,342,600 1,427,454 1,005,108 1,350,066 1,172,741 1,271,103 1,026,443 1,183,955 1,190,195

Green cells denote permanent consistent change made to reflect proposed 20% increase in Member Contributions
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8.2 Annex 2 -SPC Member Contributions by Member Country 2013-2021
| MemberCounty 203/ 2014 2015/ 2016/ 2017 2018 2019 2020 2021 2022

American Samoa 62,403 67,089 67,089 56,220 56,220 56,220 56,220 56,220 56,220 56,220
Australia 3,384,609 3,407,680 3,407,680 2,855,636 2,855,636 2,855,636 2,855,636 2,855,636 2,855,636 2,855,636
Cook Islands 55,375 55,375 55,375 46,404 46,404 46,404 46,404 46,404 46,404 46,404
Federated States of Micronesia 73,478 67,089 67,089 284,541 234,676 234,676 72,194 72,194 72,194 72,194
Fiji 199,125 206,165 206,165 172,766 172,766 172,766 172,727 172,727 172,727 172,727
France 2,449,270 2,662,250 2,662,250 2,230,966 2,230,966 2,230,966 2,230,966 2,230,966 2,230,966 2,230,966
French Polynesia 139,502 138,437 138,437 116,010 116,010 116,010 115,861 115,861 115,861 115,861
Guam 73,478 73,478 73,478 61,575 61,575 61,575 61,575 61,575 61,575 61,575
Kiribati 73,478 73,798 73,798 61,842 61,842 61,842 61,842 61,842 61,842 61,842
Marshall Islands 55,375 55,375 55,375 46,404 46,404 46,404 46,404 46,404 46,404 46,404
Nauru 59,634 58,676 58,676 49,171 49,171 49,171 49,171 49,171 49,171 49,171
New Caledonia 197,501 447,258 447,258 544,356 544,356 544,356 516,674 516,674 516,674 516,674
New Zealand 2,177,132 2,183,045 2,183,045 1,829,392 1,829,392 1,829,392 1,829,392 1,829,392 1,829,392 1,829,392
Niue 45,791 44,726 44,726 37,480 37,480 37,480 37,480 37,480 37,480 37,480
Northern Marianas 62,403 67,089 67,089 56,220 56,220 56,220 0 56,248 56,248 56,248
Palau 55,375 55,375 55,375 46,404 46,404 46,404 46,404 46,404 46,404 46,404
Papua New Guinea 139,502 383,364 383,364 321,259 321,259 321,259 321,259 321,259 321,259 321,259
Pitcairn Island 46,430 44,726 44,726 37,480 37,480 37,480 37,480 37,480 37,480 37,480
Samoa 90,517 92,220 92,220 77,281 77,281 77,281 77,281 77,281 77,281 77,281
Solomon Islands 90,517 145,465 145,465 121,900 121,900 121,900 77,281 77,281 77,281 77,281
Tokelau 60,273 58,676 58,676 49,171 49,171 49,171 49,171 49,171 49,171 49,171
Tonga 90,517 80,506 80,506 67,465 67,465 67,465 67,465 67,465 67,465 67,465
Tuvalu 59,634 58,676 58,676 49,171 49,171 49,171 49,171 49,171 49,171 49,171
United Kingdom 0 0 0 0 0 0 0 0 442,914 445,011
United States of America 1,509,671 1,509,671 1,509,671 1,265,104 1,265,104 1,265,104 1,265,101 1,265,101 1,265,101 1,265,101
Vanuatu 90,517 92,220 92,220 77,281 77,281 139,790 139,821 139,821 139,821 139,821
Wallis & Futuna Islands 46,430 44,726 44,726 37,480 37,479 37,479 37,479 37,479 37,479 37,479
Total 11,387,934 12,173,154 12,173,154 10,598,978 10,549,112 10,611,622 10,320,457 10,376,705 10,819,619 10,821,716

Green cells denote significant increase and red cells indicate significant decrease made compared to previous year’s Member Contributions
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8.3 Annex 3 - PIFS Member Contributions by Member Country 2013-2022

Member Country

American Samoa 0 0 0 0 0 0 0 0 0 0
Australia 660,869 660,869 660,869 826,087 826,087 826,087 826,087 826,087 578,261 578,261
Cook Islands 17,959 17,959 17,959 22,449 22,449 22,449 28,586 39,274 35,404 35,404
Federated States of Micronesia 35,273 35,273 35,273 44,091 44,091 44,091 28,586 39,274 35,404 35,404
Fiji 39,830 39,830 39,830 49,787 49,787 49,787 79,526 109,262 103,999 103,999
France 0 0 0 0 0 0 0 0 0 0
French Polynesia 7,863 7,863 7,863 9,828 9,828 9,828 81,317 111,721 105,095 105,095
Guam 0 0 0 0 0 0 0 0 0 0
Kiribati 17,959 17,959 17,959 22,449 22,449 22,449 28,586 39,274 35,404 17,702
Marshall Islands 17,959 17,959 17,959 22,449 22,449 22,449 28,586 39,274 35,404 35,404
Nauru 17,959 17,959 17,959 22,449 22,449 22,449 28,586 39,274 35,404 35,404
New Caledonia 7,863 7,863 7,863 9,828 9,828 9,828 101,786 139,844 132,102 132,102
New Zealand 660,869 660,869 660,869 826,087 826,087 826,087 826,087 826,087 578,261 578,261
Niue 17,959 17,959 17,959 22,449 22,449 22,449 28,586 39,274 35,404 35,404
Northern Marianas 0 0 0 0 0 0 0 0 0 0
Palau 17,959 17,959 17,959 22,449 22,449 22,449 28,586 39,274 35,404 35,404
Papua New Guinea 97,568 97,568 97,568 121,960 121,960 121,960 194,781 267,611 261,868 261,868
Pitcairn Island 0 0 0 0 0 0 0 0 0 0
Samoa 35,273 35,273 35,273 44,091 44,091 44,091 60,368 82,939 78,432 78,432
Solomon Islands 35,273 35,273 35,273 44,091 44,091 44,091 58,604 80,516 75,607 75,607
Tokelau 0 0 7,863 9,828 9,828 9,828 9,829 12,646 11,801 11,801
Tonga 35,273 35,273 35,273 44,091 44,091 44,091 56,951 78,246 73,614 73,614
Tuvalu 17,959 17,959 17,959 22,449 22,449 22,449 28,586 39,274 35,404 35,404
United Kingdom 0 0 0 0 0 0 0 0 0 0
United States of America 0 0 0 0 0 0 0 0 0 0
Vanuatu 35,273 35,273 35,273 44,091 44,091 44,091 60,290 82,833 77,979 77,979
Wallis & Futuna Islands 0 0 0 0 0 0 9,829 12,646 11,801 11,801
Total 1,776,939 1,776,939 1,784,801 2,231,004 2,231,004 2,231,004 2,594,141 2,944,631 2,372,050 2,354,348

Green cells denote significant increase and red cells indicate significant decrease made compared to previous year’s Member Contributions
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8.4 Annex 4 — CROP Member Contributions (MCs) by Member Country

2013-2022

% Diff to SPREP

PIFS

MCs ‘ % Diff to SPREP

American Samoa 10,184 56,220 552% 0 0%
Australia 222,127 2,855,636 1286% 578,261 260%
Cook Islands 10,184 46,404 456% 35,404 348%
Federated States of 10,184 72,194 709% 35,404 348%
Micronesia

Fiji 20,360 172,727 848% 103,999 511%
France 140,913 2,230,966 1583% 0 0%
French Polynesia 22,396 115,861 517% 105,095 469%
Guam 20,368 61,575 302% 0 0%
Kiribati 10,184 61,842 607% 17,702 174%
Marshall Islands 11,209 46,404 456% 35,404 348%
Nauru 10,589 49,171 483% 35,404 348%
New Caledonia 16,276 516,674 2115% 132,102 541%
New Zealand 161,042 1,829,392 1136% 578,261 359%
Niue 10,184 37,480 368% 35,404 348%
Northern Marianas 10,184 56,248 552% 0 0%
Palau 10,184 46,404 456% 35,404 348%
Papua New Guinea 24,432 321,259 1315% 261,868 1072%
Pitcairn Island 0 37,480 N/A 0 0%
Samoa 45,259 77,281 173% 78,432 175%
Solomon Islands 20,360 77,281 380% 75,607 371%
Tokelau 10,184 49,171 483% 11,801 116%
Tonga 10,184 67,465 662% 73,614 723%
Tuvalu 12,222 49,171 402% 35,404 290%
United Kingdom 134,202 445,011 332% 0 0%
United States of America 200,000 1,265,101 633% 0 0%
Vanuatu 20,360 139,821 687% 77,979 383%
Wallis & Futuna Islands 10,184 37,479 368% 11,801 116%
Total 1,183,955 10,821,716 914% 2,354,348 199%
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8.5 Annex 5 — Full List of SPREP Other Donor Fund Income 2013-2022

2013 2014 2015 2021 2022

Govt. of Aust. Extra Budget 102,461 380,348 776,090 246,605 762,100 803,640 733,460 | 1,197,337 | 1,016,730 736,439 6,755,211
Govt. of Aust. Extra Extra Budget 109,001 109,001
British High Commission 3,057 3,057
Australian Bureau of Meteorology 7,199 7,199
People's Republic of China 300,000 240,000 149,968 149,968 149,968 200,000 200,000 200,000 200,000 200,000 1,989,903
Global Climate Fund 70,000 9,362 79,362
Multiple Donors 10,275 4,420 4,251 756 178,115 197,817
NZAid Extra Extra Budget 304,353 14,880 57,339 612,304 780,597 1,769,473
NZ Aid Extra Budget 152,330 193,376 91,484 57,140 90,867 197,227 572,971 398,111 508,194 2,261,700
Pacific Islands Forum Secretariat 113,760 113,760
Pacific Leadership Partnership 80,416 2,022 82,438
PACMAS 93,100 70,043 15,117 31,459 209,718
Primary Core 2,355 468 20,000 20,000 40,000 82,823
Secretariat of the Convention on Biological

Diversity 11,033 11,033
Government of Sweden 1,037,651 1,037,651
United Nations Environment Program 37,500 29,194 29,202 31,947 29,104 156,946
United Nations Development Program 297,628 48,333 345,961
Total 682,982 918,678 | 1,389,464 | 1,519,341 | 1,322,650 | 1,315,096 | 1,249,147 | 2,133,269 | 2,388,092 | 2,294,333 | 15,213,052
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8.6 Annex 6 — USS Millions ODA Funding
Category 2018-2021

split by Environmental

Country Biodiv. ) .CC . cc .
Mitigation | Adaptation

Germany 8,798 21,949 18,326 32,293 81,366
Japan 880 23,129 18,780 28,296 71,086
EU Institutions 5,168 15,199 16,820 25,498 62,685
France 5,068 12,850 13,065 27,062 58,045
United States 2,667 2,582 2,288 9,628 17,165
United Kingdom 1,007 4,120 3,174 6,817 15,118
Sweden 1,803 2,112 2,929 5,456 12,299
Netherlands 1,375 3,263 6,009 1,501 12,149
Canada 402 1,607 1,902 4,295 8,206
Norway 1,978 2,103 910 2,966 7,957
Australia 693 1,318 2,628 3,192 7,831
Korea 301 1,363 1,952 3,571 7,187
Switzerland 568 1,129 1,579 2,307 5,583
Italy 683.8 1,035 1,149.1 1,734 4,602
Belgium 493.4 825 958 1,426 3,703
Denmark 131.1 988.9 1,053.5 1,208.0 3,382
Finland 107 529.3 534.7 737.7 1,909
Spain 267 298 425 867 1,857
Austria 142 505 364 777 1,788
New Zealand 101 193 413 769 1,476
Ireland 143 169 354 440 1,106
Luxembourg 43 68 120 360 592
Hungary 27 42 44 111 224
Poland 4 9 75 86 175
Iceland 16 32 42 70 161
Czech Republic 13 14 23 59 109
Portugal 7 6 11 47 70
Slovenia 0 12 11 18 41
Lithuania 0 6 5 26 37
Slovak Republic 3 7 4 15 29
Greece 0 0 0 0 0
Total 32,890 97,465 95,949 161,633 387,937
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8.7 Annex 7 — Summary Results from SPREP Financial Review Survey

Questions Asked To All Respondents

40
35
30
25
20
15
10

40
35
30
25
20
15
10

What type of country, territory or organisation do you

represent?
I I —
Existing SPREP Donor / SPREP Member - SPREP Member - Pacific SPREP Staff Member
Partner Metropolitan Island Countries and

Territories (PICTs)

What is the name of the country, territory, agency or
organisation that you represent?

| - I I I I I
DFAT - French Japan New Zealand Prefer not to SPREP UNEP USA
Australia Polynesia say
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40
35
30
25
20
15
10

40
35
30
25
20
15
10

40
35
30
25
20
15
10

What is your level of understanding of the current budget
situation for SPREP?

Existing SPREP Donor / SPREP Member - SPREP Member - Pacific SPREP Staff Member
Partner Metropolitan Island Countries and

Territories (PICTs)

Above average M Average Below average M| am not able to respond.

How would you rate SPREP’s current Core Funding Situation?

[ —
Existing SPREP Donor / SPREP Member - SPREP Member - Pacific SPREP Staff Member
Partner Metropolitan Island Countries and
Territories (PICTs)
Good m Neither Good Nor Poor Poor ®Iam not able to respond.

How would you rate the delivery of SPREP Programs in Pacific
Island Countries and Territories (PICTs)?

I
Existing SPREP Donor / SPREP Member - SPREP Member - Pacific SPREP Staff Member
Partner Metropolitan Island Countries and

Territories (PICTs)

H Very Good Good Poor HI|am not able to respond.
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To what extent do you feel PICTs are receiving “value for
money” in relation to the membership fees paid to SPREP?

40
35 ]
30
25
20
15
10
5
0 I I
Existing SPREP Donor / SPREP Member - SPREP Member - Pacific SPREP Staff Member
Partner Metropolitan Island Countries and
Territories (PICTs)
B Very High Value High Value Low Value  ®Iam not able to respond.
How important is core funding for SPREP’s future viability?
40
35
30
25
20
15
10
0 | — E—
Existing SPREP Donor / SPREP Member - SPREP Member - Pacific SPREP Staff Member
Partner Metropolitan Island Countries and

Territories (PICTs)

W Very important Somewhat important B | am not able to respond.

What do you see as the best options for increasing SPREP’s
Core Funding?
Average Score (1 is best, 5 is worst)

3.8
3.0
2.8 3.0
2.0 I I I

Secure Additional  Increase Membership Increase Programme Improve Cost Recovery Establish a Trust Fund
Funding Partners Fees Management Charges
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40
30
20
10

40

30
25

15
10

40
35
30
25
20
15
10

To what extent do you see an increase in SPREP Membership
Fees as one of a number of options for increasing SPREP’s
Core Funding?

I
Existing SPREP Donor / SPREP Member - SPREP Member - Pacific SPREP Staff Member
Partner Metropolitan Island Countries and
Territories (PICTs)
B Strongly agree Agree B Neither agree nor disagree
Disagree B Strongly disagree B | am not able to answer.

To what extent do you agree that a regular review of membership fees should be
carried out by SPREP every 2-3 years to keep membership fees in line with cost of doing
business (i.e. inflation) and/or volume of programmes/projects supported by SPREP?

I
[ -
SPREP Member - Metropolitan SPREP Member - Pacific Island SPREP Staff Member
Countries and Territories (PICTs)

M Very satisfied Satisfied M Neither satisfied nor dissatisfied Dissatisfied B |am not able to answer.

Similar to arrangements with other CROP agencies, would you agree with imposing
Membership Fees for any donors/partners with Permanent Observers Status?

SPREP Member - Metropolitan SPREP Member - Pacific Island SPREP Staff Member
Countries and Territories (PICTs)

HYes HNo
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If you answered yes to membership fees for those with Permanent Observers Status,
please select what you see as the most suitable percentage to charge relative to the
highest membership fee paid.

25
20
15
10

5

0 . | | | | | |

50% 60% 70% 80% Other Option - Other Option-  CROP fund Observers  Alignment with
20% 30% thereown  should notpay  other orgs
afee

Questions Asked To Members Only

To what extent do you agree that if membership fees are not paid within 2 years,
penalties may apply (i.e. membership lapses or other restrictive conditions may

apply)?
3
2
1
0
SPREP Member - Metropolitan SPREP Member - Pacific Island Countries and Territories
(PICTS)
B Strongly agree W Neither agree nor disagree Disagree
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Questions Asked To Donors and Partners Only

There were few respondents in this category and a lot of their responses included “Unable to answer”.
We suggest that there is not enough representation or quality of responses to include any
recommendations from this group into the main report.

Questions Asked DFAT - New
Donors/Partners Australia | Japan Zealand
. Around
Australia
. . We NZD1.6m core
How much funding does your provides )
. support funding plus Prefer
country/territory, agency or core and )
S . ona membership not to Not sure 0.14
organisation provide to SPREP per non-core .
5 . project fees and say
annum? funding to . .
basis. project based
SPREP. .
funding.
i i Unabl
In the view of yoyr c_ountry/tern?ory, . nable - High Unable to Very
agency or organisation does this High Value to High Value .
. Value answer High
funding represent value for money? answer
In the future do you anticipate any
i Unabl E t
changes to th_e level of funding Unable to nable Unable to Xpec Unable to Stay
currently provided by your to to
. answer answer . answer same
country/territory, agency or answer increase
organisation?
What is the likelihood of your
country/territory increasing SPREP Unable to ) )

. . N/A N/A Likel N/A likel
Membership Fee payments in the / / Answer el / Unlikely
future?

What is the likelihood of your
country/territory increasing support Unable to

to SPREP in the future, through N/A N/A Likely N/A Unlikely
. . Answer

additional mechanisms such as

Framework Agreements?

SPREP has a policy for cost

recovery through admin. fees (12%

for Members and 15% for Non-

Members) which is vastly different to

policies of key donors (e.g. some Unable

donors only allow 7% or less for U::Sb\l/eetro to N/A N/A U::f\:fetro N/A

such charges).To what extent do Answer

you agree with SPREP increasing

its programme management fee to

ensure it recovers its direct costs for

managing and delivering services?

To what extent do you think your
country/territory, agency or

S . Unable
organisation would consider Unable to Unable to
. . to N/A N/A N/A
increasing the programme Answer A Answer
management charges allowed for nswer

SPREP programmes/projects?

Page 127



8.8 Annex 8 - Example membership allocations and milestones from 2025 to 2030

This example is based on the forecast budget required provided in Section 4, with a target of 25% membership fee contribution by 2030. The target individual
country contributions are based on adjusted % allocations more closely aligned to GDP of PICTs, while metro contribution percentages are held constant. The
annual milestones are based on an even increase each year for six years from the current agreed membership level (based on the 20% increase agreed in

2018) through to 2030.

Example membership fees over time Potential | 2025 | 2026 2027 | 2028 | 2029 | 2030 Target

Milestone Membership Contribution %

American Samoa 10,184
Australia 222,127
Cook Islands 10,184
Federated States of Micronesia 10,184
Fiji 20,360
France 140,903
French Polynesia 22,396
Guam 20,360
Kiribati 10,184
Marshall Islands 10,184
Nauru 10,184
New Caledonia 24,432
New Zealand 161,042
Niue 10,184
Northern Marianas 10,184
Palau 10,184
Papua New Guinea 24,432
Samoa 24,432
Solomon Islands 20,360
Tokelau 10,184
Tonga 10,184
Tuvalu 12,221
United Kingdom 134,202
United States of America 200,000
Vanuatu 20,360
Wallis & Futuna Islands 10,184
Total 1,169,845

0.9%
19.0%
0.9%
0.9%
1.7%
12.0%
1.9%
1.7%
0.9%
0.9%
0.9%
2.1%
13.8%
0.9%
0.9%
0.9%
2.1%
2.1%
1.7%
0.9%
0.9%
1.0%
11.5%
17.1%
1.7%
0.9%
100.0%

12,221
222,127
12,221
12,221
24,432
169,094
24,432
24,432
12,221
12,221
12,221
24,432
161,043
12,221
12,221
12,221
24,432
24,432
24,432
12,221
12,221
12,221
161,042
240,000
24,432
12,221
1,307,633

0.9%
17.0%
0.9%
0.9%
1.9%
12.9%
1.9%
1.9%
0.9%
0.9%
0.9%
1.9%
12.3%
0.9%
0.9%
0.9%
1.9%
1.9%
1.9%
0.9%
0.9%
0.9%
12.3%
18.4%
1.9%
0.9%
100.0%

1.4%
17.0%
0.5%
1.1%
2.2%
12.9%
2.7%
2.7%
0.5%
0.5%
0.3%
2.7%
12.3%
0.3%
1.6%
0.5%
3.8%
1.4%
1.6%
0.3%
1.1%
0.3%
12.3%
18.4%
1.4%
0.3%
100.0%

18%
17,142
272,347
12,967
15,751
31,493
207,324
34,276
34,276
12,967
12,967
11,576
34,276
197,453
11,576
18,534
12,967
39,843
27,318
28,710
11,576
15,751
11,576
197,452
294,261
27,318
11,576
1,603,272

20%
22,063
322,567
13,714
19,280
38,554
245,554
44,121
44,121
13,714
13,714
10,930
44,121
233,862
10,930
24,847
13,714
55,254
30,204
32,988
10,930
19,280
10,931
233,861
348,522
30,204
10,930
1,898,910

21%
26,985
372,787
14,460
22,810
45,615
283,784
53,965
53,965
14,460
14,460
10,285
53,965
270,272
10,285
31,160
14,460
70,664
33,090
37,265
10,285
22,810
10,285
270,271
402,782
33,090
10,285
2,194,549

23%
31,906
423,007
15,207
26,340
52,676
322,014
63,809
63,809
15,207
15,207
9,640
63,809
306,682
9,640
37,473
15,207
86,075
35,977
41,543
9,640
26,340
9,640
306,681
457,043
35,977
9,640
2,490,187

24%
36,828
473,227
15,953
29,869
59,737
360,244
73,653
73,653
15,953
15,953
8,995
73,653
343,091
8,995
43,786
15,953
101,486
38,863
45,821
8,995
29,869
8,995
343,090
511,304
38,863
8,995
2,785,826

25%
41,749
523,447
16,700
33,399
66,798
398,474
83,498
83,498
16,700
16,700
8,350
83,498
379,501
8,350
50,099
16,700
116,897
41,749
50,099
8,350
33,399
8,350
379,500
565,565
41,749
8,350
3,081,464
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8.9

Annex 9 - Interviews Undertaken for the SPREP Finance Review

This Annex outlines: (a) the full list of SPREP Members, Partners and Donors interviewed for the
Review; (b) a summary of key issues raised in the interviews; and (c) a copy of the interview
instruments used in this review for SPREP Members and for SPREP Donors/Partners. A document
including all completed interviews will be submitted separately to the SPREP Leadership Team.

(A) Full list of SPREP Members, CROP Agencies, Partners, Donors
interviewed for the Review

SPREP Members interviewed”’.

American Samoa — Mr. Fa’amao Aselele Jr. interviewed on 7th September 2023.

Australia — Ms. Katie Berryman, interviewed on 6th September and Ms. Nicole Coombe,
interviewed on 26 September 2023, and additional written comments were received.

Cook Islands — Ms. Tekura Moeka’a, interviewed 1st September 2023.

France — Ms. Anca Leroy, interviewed 7 September 2023, and additional written comments
were received.

French Polynesia — Ms. Mareva Lechat, interviewed 5 September 2023.

Kiribati — Ms. Nenenteititi Teariki-Ruatu, interviewed 7th September 2023, and additional
written comments were received.

Nauru — Mr. Bryan Star, interviewed 7th September 2023, and additional written comments
were received.

New Caledonia — Ms. Emilie Quinquis, and Mr. Jimmy Naouna, interviewed 6th September
2023 via video conference.

New Zealand — Ms. Ali Carlin, interviewed 5% September 2023, and additional written
comments were received.

Niue — Mr. Haden Talagi, written responses to interview questions received on 1% September.
Palau — Ms. Leena Mesebeluu, interviewed on 7™ September.

PNG — Mr. Veari Kula, interviewed on 4t September 2023.

RMI — Mr. Warwick Harris, interviewed on 1% September 2023.

Samoa — Ms. Frances Reupena, interviewed on 8" September 2023, and additional written
comments were received.

Solomon Islands — Mr. Melchior Mataki, interviewed on 6th September 2023, and additional
written comments were received.

Tokelau — Ms. Mile Fonua, interviewed on Tuesday 5™ September 2023.

Tonga — Ms. Atelaite Lupe Matoto, interviewed on 6th September.

Tuvalu — Mr. Epu Falenga, interviewed on 1% September 2023.

United Kingdom — Mr. Jean-Paul Penrose, interviewed on 30" October 2023 via Zoom, and
additional written comments were received.

United States — Ms. Jenny Becker, interviewed on 4" September 2023.

Vanuatu - Ms. Esline Garaebiti Bule, interviewed on 8™ September 2023.

Wallis and Futuna — Ms. Ateliana Maugateau, interviewed on 1% September 2023.

77 All listed persons were interviewed by a face-to-face interview unless otherwise indicated.
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It was not possible to interview and/or receive written responses from the following SPREP Members:
Fiji, Guam, Federated States of Micronesia (FSM), and CNMI.

CROP Agencies interviewed.

e FFA — Mr. Pene Baleinabuli, interviewed on 5" December 2023.
e PIFS — Mr. Apaitia Veiogo, interviewed on 31 October 2023.
e SPC— Mr. Vincent Chauvin, interviewed on 2" November 2023.

SPREP Donors and partners interviewed.

e Birdlife International — Ms. Margaret West, interviewed on 31 October 2023.

e Conservation Finance Alliance — Mr. David Myers, interviewed on 8th November 2023.

e EU - Ms. Andreja Vidal, interviewed on 6™ September.

e GEF - Ms. Sarah Wyatt, interviewed on 18" October 2023.

e WCS — Ms. Stacy Jupiter, interviewed on 8™ November 2023.

e World Bank DC (HQ) - Delphine Arri and Stavros Papageorgiou, interviewed on 9" November
2023.

e World Bank Sydney - 'Rachelle Marburg, interviewed on 10" November 2023.

SPREP SLT Members interviewed.

e Sefanaia Nawadra

e Easter Chu Shing

e Stuart Chape

e Petra Chan Tung

e Simeamativa L. Vaai
e C(Clark Peteru

e Anthony Talouli

e Jope Davetanivalu

e Tagaloa Cooper-Halo

(B) Summary of key issues raised in interviews
General

e There is a high level of awareness of the need for increased core funding amongst those
Members, SLT and donors interviewed. This was backed up by responses to the survey where
nearly 58% of respondents stated that SPREP’s core funding situation was “Poor”. Juxtaposed
to this was 98% of respondents indicating that SPREP core funding was “Very Important” for
SPREP’s future viability. This high level of awareness has existed for a long time within SPREP
Members and Staff, in part reflecting regular discussion of this issue at SPREP Meetings,
particularly during discussions on the SPREP Budget.

e Most SPREP members recognize the lack of core funding is a significant problem and constraint
for SPREP and that urgent attention is required. However, some members noted that SPREP
should not lose focus on the strategic priorities of the organisation, with one Member noting:
“Instead of breaking our heads around the differentiation of core-funding and non-core
funding, let us focus on what is it (in terms of priorities) that we need to deliver to the SPREP
membership and keep the organisation afloat and look at the options (revenue streams) to
implement the priorities in a given planning period”.
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SPREP SLT were particularly aware of the issue of core funding as it has impacted the
operations of SPREP for many years. As one SLT noted: “the SPREP core has been under-funded
for as long as could be remembered. For instance, the budget for next year (2024) notes USS
2.5 million that had to be excluded from the allocation due to inadequate core income. Budget
for core is SUS 7.6 out of a total budget of SUS 40 million. Core ideally should be USS 10
million”.

SPREP members and SLT noted that, while core funding must be increased, SPREP must work
within its available budget. However, there is room for improvement and that is why the
review of core funding and structure is so important.

Several members, partners and staff noted the important role played by Framework
Agreements between SPREP and Australia, and SPREP and New Zealand, in providing critical
core funding support for the organisation and noted that similar funding support from other
SPREP Metropolitan Members (France, US and UK) would have a significant positive impact in
addressing SPREP’s core funding issues.

Several SPREP members noted categories to take a holistic view of core funding within the
overall envelope of all the category of funds available to SPREP: (a) Members contributions;
(b) Donor contributions; (c) Programme management budgets including fees; and (d) Other
sources of funding. As one SPREP Member noted: “SPREP as an organisation should work
through all 4 streams to bring in resources. The key point here is that all funding streams
available to SPREP have limits and SPREP needs to strategically and transparently work all
funding streams to enable it to address its priorities. This is where we need to combine
flexibility and predictability of financing and moderation with practicalities of operating a
multilateral organisation in a region that is already faced with numerous economic and
environmental challenges”.

SPREP members and SLT noted the full range of approaches need to be taken towards
increasing the level of core funding within SPREP and that SPREP should be open to
consideration of new approaches.

Does SPREP deliver “Value for Money”?

All SPREP members noted that SPREP provides significant support and “value for money” to
PICTs, particularly when considered against the level of Membership Fees provided. This was
evident in the survey results, where 95% of respondents indicated that SPREP delivered high
or very high value for money. This positive outcome is one of the reasons for SPREP’s increasing
project budget, received from a number of donors.

One SPREP member reflected the views of many members when it noted: “We are very
appreciative of the work done by SPREP team under the SPREP Budget and Core funding and
expresses its congratulations to the SPREP team for the efforts made during all these years to
implement an ambitious strategy of the protection of the Pacific Environment”. SPREP
Members noted the need for SPREP to continue to deliver services and support to PICTs in the
areas of its mandate and in line with the Strategic Plan.

SPREP members emphasized that the Strategic Plan is an important document as it has been
developed closely with and approved by Members, it thus reflects the priorities of the Pacific
region regarding the environment and the areas of SPREP’s mandate.

SPREP members emphasized that SPREP should be seen as a supporter, and partner of choice,
for PICTs in relation to environmental outcomes. SPREP is not, and should not be, seen as a
“donor”. It is also important to consider the benefits to PICTs in terms of longer-term
environmental outcomes, including capacity building and supporting enhanced environmental
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governance, and not just through provision of financial support for projects, which, as one
member noted: “is only one part of the picture”.

e Some members noted that while the provision of support from SPREP for capacity building
and governance advice is a critical role of SPREP, these areas are often less “attractive” and
less likely to be funded by donors which tend to be more interested in on-ground visible
projects in PICs.

e SPREP members noted that the benefits need to be better articulated and communicated
within PICTs. These benefits are now more or less known within PICT Environment Ministries,
or equivalent, however SPREP is not widely known more broadly within PICTs including in
Ministries other than Environment, such as Ministries of Finance and Planning. Increasing
awareness of SPREP within PICTs should be a key role for SPREP National Focal Points, however
this is undertaken to varying levels within PICs. Many interviewed requested that more
attention be given to this area.

e Several SPREP members noted that support between SPREP and PICTs is a mutual two-way
process. For example, several PICTs provide programme management opportunities (revenue)
for SPREP by way of making SPREP its accredited entity and delivery partner of choice for GEF
and GCF Readiness Projects. In other words, both SPREP and PICTs are benefiting from SPREP’s
work.

Membership Fees

General

e When survey respondents were asked whether increases to membership fees should be
considered as one of the options to address SPREP’s core funding situation, 73% stated that
they agreed (45%) or strongly agreed (28%).

e SPREP members recognize that SPREP membership fees are low and have remained
unchanged for the last 20 years. This is recognized by members and SLT as a major constraint
to the effective operation of SPREP, particularly in relation to the delivery of core support
services to SPREP Members and the secretariat.

o Most SPREP members are also members of other CROP agencies, including SPC and PIFS, and
noted that membership fees have been increased significantly for these agencies, while SPREP
membership fees have remained unchanged. Members are also aware that SPREP is unique
amongst CROP agencies, and other international organisations, in having no implications
associated with non-payment of membership fees.

e Members and SLT Members noted that membership fees represent a statement that
members are invested in SPREP and that they have a level of ownership in the organisation,
as noted by one SPREP Member: “when membership contributions are low, the sense of
ownership and leverage within the organisation is diminished”. The general view of Members
reflected the view of SPC, as noted above, that, when membership contributions are lower,
the sense of ownership and leverage within the organisation is diminished.

e A number of SPREP Members and SLT members noted there have been decisions from
previous SPREP Meetings regarding membership fees, and that these decisions need to be
followed up and actioned. In particular, the decision of the 28" SPREP Meeting (285M) in 2017
recommended inter alia: “a 20% increase in contributions by Members, subject to
confirmation by capitals, commencing in time for the SPREP 2018 financial year”. SPREP
members, donors, partners and SLT all noted that decisions of SPREP Meetings such as this
need to be effectively and regularly followed up by Members.
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Many PICT members noted they currently face challenging economic circumstances,
particularly after Covid, making it difficult to argue for any increase in Membership Fees within
their countries, for SPREP as well as for other CROP agencies. This was reflected in the mixed
feedback at the 2023 SPREP Meeting on the willingness and ability of SPREP Members to
accept an increase in membership fees. As one SPREP Member noted: “we all know that an
increase in membership fees may not be practical in a region such as ours where majority of
SPREP members are also struggling domestically to make ends meet”.

Three out of five SPREP member respondents to the survey disagreed with the idea that there
should be penalties imposed on members that have not paid their fees for 2 years or more,
indicating that there may be some push back from members on this approach.

A better case needs to be made to SPREP Members regarding the importance of membership fees.

Most SPREP members and SLT agreed that a clear case was made to relevant PICT agencies as
to why membership fees should be both paid and increased, in line with the 2017 SM decision.
PICT Members noted decisions regarding issues like membership fees are generally a
responsibility of Ministries of Finance or equivalent. These Ministries need clear and simple
arguments regarding the value/utility of investment in SPREP, particularly when it comes to
the payment and/or increase of membership fees for CROP agencies. The value proposition
of SPREP Needs to be clearly articulated. Many SPREP members noted that annual statements
of SPREP support for each PICT (referred to as “Disbursement Reports”) had been provided
annually to all SPREP Members from 2010 up to 2018, when this practice was discontinued.
These reports provided information on all SPREP projects, and their dollar value, implemented
in each PICT over the preceding year. SPREP members noted this was valuable for justifying
payment of membership fees with Finance Ministries in PICTs and would be essential in
arguing for any increase in membership fees. Some SPREP SLT Members noted these reports
had given rise to questioning about the amounts of SPREP support in some countries relative
to others and that it had given rise, in some instances, to some sensitivity on equity of
service/benefits to members. These reports can still be easily produced by Finance and are
currently sent to SPREP Members on demand and as requested.

Such statements are critically important when it comes to arguing for any increase in
membership fees and are also an important part of SPREP’s accountability to its members.
These reports should also state the broad outcomes from each project, and not just focus on
the amount of money provided to PICTs. It is important that these reports are framed within
the overall key focus for SPREP, which is programme/project delivery to support SPREP PICT
Members, to address their environmental challenges, within the context of the SPREP
Strategic Plan.

SPREP is the “poor cousin” when it comes to membership fees paid to CROP agencies.

Membership Fees paid to SPREP are significantly lower than those paid to other CROP
agencies. For example, one PICT member interviewed shared membership fees they pay to
different CROPs/other organisations, as follows:

No. Members Organisation Annual Membership Contribution
26 SPREP USS$20,360

27 SPC US$76,320 (Euro 72,000)

18 PIF US$106,582 (FID242,232)

6 CTI US114,766
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Other SPREP Members also noted significant differences in Membership Fees paid to SPREP
by comparison to other CROP agencies. This commentary validates the observation
highlighted in Section 2.2.2 of this report, which notes SPREP has the lowest relative Member
Contribution to Core Funding of any comparable organisations researched for this review. This
contributes to SPREP having a less stable core funding base than other similar organisations.
Members noted this may reflect the fact that SPREP Membership Fees have remained
unchanged over the last 20 years, while some other CROPs have had increases agreed by
members over recent years. This also reflects the fact that the environment has historically
not been seen as a major priority. However, this situation has changed, with the areas of
SPREP’s mandate relating to climate change, ocean conservation and waste management now
seen as major issues for the region, as reflected, for example, in Pacific Island Leader
statements on oceans and climate change.

SPREP is not engaged with Guam and CNMI in the Northern Pacific, and this is reflected in non-

payment of membership fees.

Some members noted that Guam and CNMI have disconnected from SPREP, and that this is
reflected in outstanding Membership fee balances. In particular, there are outstanding
membership contributions of approximately USD 303,000 from these two member countries.
Many members suggested there needs to be a greater focus of “lifting SPREP’s game” in this
Northern Pacific subregion, including through a more prominent role for the Northern Pacific
SPREP Office, based in Majuro, and also focussed visits by the SPREP Director General and SLT
Members to these countries. This approach should raise the profile and presence of SPREP in
the subregion, and also directly and indirectly address the issue of membership fees. It is
noted that the SPREP DG visited North Pacific 6 times in the last year and with DDG visits this
goes up to 8 or 10. The North Pacific Office in Majuro office is fully staffed now, and a budget
has been allocated for activities.

SPREP staff can and should play a role in addressing membership fee issues.

Some SLT members noted SPREP staff can and should play a key role in encouraging Members
to increase their membership fees, in line with SPREP Meeting decisions.

SLT members further noted the Director General has a key role to play as the “Secretariat
Ambassador” to PICTs for SPREP and that he should raise the issue of membership fees on all
of his PICT missions. The SPREP Finance Department also has an important role and should
assist with issues such as research and assessment regarding membership fees, as well as
supporting an active “reminder system” to PICTs regarding payment of outstanding fees.
SPREP program staff also can and should play an important role and should ensure that
projects are delivered effectively within PICTs to establish and maintain SPREP as a valued and
credible organisation, both with PICTs and donors.

Different categories of SPREP Membership could be explored.

A number of SPREP members noted SPREP could explore different categories of membership,
such as Associate Members and members of the private sector. Members noted that SPREP’s
mandate covers key issues of relevance and interest to many countries and organisations
located within the Pacific region and/or with direct involvement in the region in the areas of
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SPREP’s mandate. This would increase the level of engagement of different members with
SPREP as well as contributing to an increase in membership fees. This aspect will be further
explored in the next stages of this project.

86% of survey respondents (including all five SPREP member respondents) thought that SPREP
should charge membership fees for donors/partners that have permanent observer status,
though there was a broad spectrum of responses as to what that fee should look like.
Several survey respondents also suggested expanding SPREP’s membership base to include
others, such as observers and associate members, each with specific benefits and restrictions.

The process for reviewing and updating membership fees should be reviewed.

Some SPREP and SLT Members noted there is currently no review mechanism to ensure
membership fees move in accordance with CPI (as identified in data analysis Section 2.2.1)
and that options should be assessed and investigated. This is important as the cost of SPREP
doing its business has increased significantly in recent years, particularly for travel, and SPREP
should be able to factor increased costs into the membership fee structure, as well as the
program fee structure. The SPREP Finance Team should assist with the assessment of income
and expenditure needs for SPREP as an input to this process.

Further supporting the point above, 85% of survey respondents either agreed (56%) or
strongly agreed (29%) that SPREP should regularly review its membership fees every 2-3 years
to keep SPREP in line with the cost of doing business. Though it is worth noting that one of the
PICT members (of only two respondents in this category) responded that they do not agree
with this process.

SPREP could learn from other organisations in this area. For example, and as noted above, the
CTI has specific rules guiding how Member Contributions are arrived at each year, how they
are divided between countries and whether any increase may be recommended, in line with
the CPI. These rules will be investigated further in the next steps of this project to identify if
there are any learnings that could be considered by SPREP.

Programme Management Fees

General

SPREP members noted that funding from projects form the dominant part of SPREP’s overall
budget and SPREP is dependent on program management fees, both for funding core
functions associated with these projects, as well as SPREP core functions at a more general
level.

Most SPREP and SLT members noted that previous SPREP Meetings have agreed a policy for
programme fees (12% for Members and 15% for Non-Members) which, if implemented, would
result in a substantial improvement in SPREP’s core budget.

However, the actual programme management fees paid by donors are much lower than the
agreed policy and ideally should be increased. Many members called on SPREP to be more
proactive, and less timid, when discussing this subject with donors, including by “saying no”
when programme fees are inadequate to meet the basic core functions associated with
programme implementation and when the cost/benefit ratio is too high (i.e. in terms of level
of delivery to SPREP members and costs of implementation within the Secretariat). It is noted
that this is challenging as SPREP is trying to support the needs and requests of its members
through donor supported projects. It is also noted that this approach (of saying no) is rarely
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applied by other CROP agencies, as discussed in Section 2.3.2 above. Also, most of the donors
that fund projects supporting PICTs members have a lower Project Management fee than that
provided for in the SPREP policy.

SLT Members noted there are exceptions with, for example, Australia having generally applied
the 15% program fee rate to their project and programme support.

Members also suggested SPREP should also explore flexible ways of including traditional core
costs, such as recruitment and procurement, within donor project’s budget line items, while
not incurring ineligible expenditure. One SPREP member noted: “It will be useful for SPREP to
look at how other programmatic/project expenses covering operational expenses can be
tagged to programmes and projects. In other words, for donors that are unable to meet
SPREP’s administrative fee rating, explore other means that SPREP can make those
programmes and projects pay for other costs while remaining within donor guidelines”.

Some SPREP and SLT Members noted that SPREP is between “a rock and a hard place” because
a higher programme fee is essential, but donors are limited by their policies regarding the
level of administrative fee which can be charged. As noted by one member: “donors have their
bureaucracy to deal with and they often have limited latitude to change policies on matters
such as programme fees”. It may not be possible to quickly address this.

One member noted that, given the likelihood that this situation will not change that: “SPREP
should choose to plan and prepare its budget taking into account the allowable administrative
fees of the different donors and partners”.

Some SLT Members noted that donors have different levels of “flexibility” with some being
willing to discuss and negotiate ways to address core costs while others are quite inflexible,
with an implementation fee as low as 5-9%.

It was suggested that there should be a consistent CROP wide approach to administrative fees
and that the SPREP Secretariat should reach out to other CROP agencies on the issue of
administrative fees with the aim of having greater consistency of approach on this issue. Most
CROPs are working with the same donors so such an approach would appear logical. It was
also suggested that SPREP should consider convening a meeting of all current donor partners
to raise the above issue and find ways to address it.

SPREP Members noted that important donor engagement is essential. Many noted that the
“Donor and Partner Dialogue” held prior to the 2023 SPREP Meeting was very important and
should be continued. Most SPREP Members and Donors consulted noted that a regular donor
round table would be useful, to discuss mutual priorities, to obtain donor views on priorities
and to address issues, such as core funding. For example, the issue of Program Fees, and their
adequacy, was raised at the 2023 “Donor and Partner Dialogue” and discussed openly.
Partnership between SPREP and donors is essential and opportunities for open and clear
communication between SPREP and donors/partners need to be explored.

Specific Donors — European Union

SLT Members noted that the EU is SPREP’s largest donor and is thus very important. Table 2,
above, noted that the EU has provided total funding of USS 27.7 million to SPREP for the
implementation of relevant projects, over the 2013 to 2022 period. Support from the EU to
SPREP has increased significantly over the last 10 years, and this rate of increase is anticipated
to continue in the future.

Although the EU appears inflexible with their 7% program fee, the experience of the SPREP
Finance Division in working with the EU over many years has shown that they are willing to be
flexible regarding options for cost recovery. SPREP Members noted this was reinforced at the
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donor/partners meeting, held prior to the 2023 SPREP Meeting, where the EU representative
noted the EU can be “flexible” in relation to inclusion of traditional core costs within project
budget lines.

Experience noted by SPREP SLT Members indicates the EU is clear that Human Resource costs
have to be covered under the 7% programme fee but that other areas, including the costs of
IT, Finance, and Communications, can be included in budget lines as direct costs, where the
expenditure relates directly to the project outcomes.

It is important that there is close consultation with relevant staff at the EU and that this
consultation occur at an early stage of project planning and preparation. What is important is
that all relevant costs, including core costs, are planned, and programmed well in advance at
this preparatory stage and factored into the budget.

SPREP Finance have noted that they work effectively with the EU Finance Officer in Suva and
that: “They have a good relationship and are continuously discussing issues of mutual
interests, including which areas can be subject to cost recovery”. It is very important that this
close cooperation continues and strengthens. SLT staff noted the positive experience of the
EU funded Pacific Bioscapes project, implemented through the SPREP Fiji office. In this case
SPREP has appointed a person who previously worked with the EU Finance, and this has
provided an opportunity to capitalize on internal EU knowledge. This experience has shown
the benefits of having SPREP staff on board who have prior experience with EU Financial
management.

SPREP SLT staff noted that the issue of “ineligible expenditure”, particularly with the EU, has
been a major issue for SPC and PIFS, which have had to set up arrangements over time to pay
back the EU, based on audits carried out for the EDF’® 10. Ineligible funding has been less of
an issue for SPREP reflecting an internal policy of “zero tolerance” for ineligible funding within
the organisation. SPREP should aim to find the balance between recovering all costs that are
eligible within donor/partner guidelines, while not overstepping the mark.

Specific Donors — International Financing Instruments (GEF and GCF)

Many SPREP Members noted that International Funding Instruments, such as GEF, the Green
Climate Fund (GCF) and the Adaptation Fund (AF) have been very useful in supporting
environmental and climate change projects in the Pacific region, although most members
noted a higher level of familiarity and comfort with the GEF as against the GCF, in part
reflecting the much longer history of GEF in the Pacific region by comparison with the GCF.

Some SLT Members noted that the GCF has proved to be a “very difficult” donor when one
compares costs and benefits. GCF requirements, particularly those regarding compliance,
reporting, and disbursements, were noted as being very onerous by a number of PICT
members, who suggested GCF systems are far too bureaucratic relative to the benefits. Many
members also noted the Adaptation Fund (AF) is similar in relation to these issues. The
relationship with GEF has been better although it provides very limited programme fees (5%).
Some SPREP members noted that there is potential for increasing revenue from GCF, GEF, and
AF, if SPREP works closely with PICs at an early stage of project planning. For example, one
SPREP member noted: “PICs can provide support (revenue) for SPREP by way of making its

78 More information on the EDF is outlined at https://eur-lex.europa.eu/EN/legal-content/glossary/european-

development-fund.html
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accredited entity and delivery partner of choice for most of our GCF Readiness Projects as well
as with GEF, through SPREP’s status as an Executing Agency, through the mutually agreed use
of GEF STAR” funding allocated to PICs to support SPREP involvement”.

SPREP members suggested that SPREP ensures it makes full use of the opportunities provided
through the GEF, such as the GEF STAR allocation, and through the GCF, through working to
become the delivery partner of choice for PIC GCF Readiness Projects. It was also suggested
that SPREP strengthen its capacity for dealing with these multilateral funding agencies. One
SPREP member noted: “This approach could provide a significant revenue stream for SPREP
and a programme delivery vehicle for its membership”.

A number of Metropolitan Members of SPREP are significant donors to the Green Climate
Fund (GCF) and the GEF. For example, the UK is the biggest cumulative donor to the GCF, and
they noted their considerable interest in improved GCF delivery, particular for LDCs and
SIDS®. SPREP should engage with relevant Metropolitan Members to increase the delivery
and impact of climate finance to the Pacific region. Metropolitan Members are also significant
donors to the GEF, including the latest GEF 8 programme and the Global Biodiversity
Framework Fund (GBFF), which provide options for significant support to PICs in relation to
biodiversity conservation.

Cost Recovery Opportunities

One interviewee highlighted that there is a lot that SPREP could be recovering costs for, but
currently isn’t, such as the cost of core funded positions, ICT costs, and for desk space.

One member suggested that the UN has best practice guides for cost recovery, which SPREP
could refer to assist with implementation of cost recovery processes. The UN itself offers
standard packages of services which come with standard pricing, as well as a price list of
additional services. These policies have been used for decades by the UN and are generally
familiar to, and accepted by, donors. This information should be reviewed to gather insights
into how SPREP could mirror similar processes that are proven to be acceptable by donors.
One interviewee also highlighted the need for a system and streamlined process for managing
cost recovery so that it can be efficiently accounted for at project inception, and then
monitored and reported on throughout.

Other Donor Funded Income

SPREP should explore options for funding from a range of non-traditional donors.

Most SPREP members noted that SPREP has relied on the same donors over the last 20 years
and should do more to “broaden the net” beyond these donors to ensure more secure long-
term sources of funding.

All interviewees noted that there are a range of options available for SPREP including work
with Foundations, Trust Funds, Charitable Organisations, the Private Sector, and other
sources.

SPREP has some experience working with US Foundations, including the Pew Foundation
which has previously supported the work of SPREP on marine species conservation, although

7 GEF System for Transparent Allocation of Resources see https://www.thegef.org/publications/system-
transparent-allocation-resources-star

80 From interview with Mr. Jean-Paul Penrose, United Kingdom, interviewed on 30th October 2023
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it is noted that this was for project funding, rather than core income. SPREP staff noted that
this experience had been positive but noted challenges when the priorities of any particular
Foundation changes to other areas which do not match the priorities of SPREP.

SPREP has limited experience working with the private sector although it has recently started,
through the Waste Management and Pollution Control (WMPC) Division, a private sector
partnership with SWIRE Shipping®. Under this partnership, SWIRE provides a facility to some
SPREP members to move waste for free, this covers 65% of the costs of moving waste from
some PICs, excluding scrap metal.

A number of SPREP and SLT Members noted that the experience of large US based NGOs, such
as Cl and TNC has lessons for SPREP which should be reviewed. It was noted these NGOs have
been very successful in raising funds for priority conservation projects and that they all have
a professional approach to revenue generation, which includes the employment of
professional fundraisers. With that said, some interviewed highlighted the difficulty of raising
funds for governance or capacity building.

Some SPREP members noted the experience in the region relating to Trust Funds for
conservation and environmental management. These include: (a) the PIPA® Trust Fund in
Kiribati which was set up to generate revenue for on-going costs, including staff salaries, for
the PIPA with financial support from a number of donors including Oceans 5; and (b) the Sovi
Basin Trust Fund®® which was set up with financial support from Fiji Water and Cl and financial
expertise through a Singapore based broker.

Several SPREP Members suggested the establishment of an Endowment Fund for SPREP could
be considered, set up in a way that could accept contributions from different donors and
countries for its capitalization. Any such fund would have to be professionally set up and
managed, with interest earned used to support recurrent operations of the Secretariat. For
this to work, SPREP would need to proactively explore partnership with donor partners and
like-mined collaborators.

Options for cost saving and internal revenue raising in Secretariat.

SPREP staff noted that there has already been considerable review of options for cost saving
and revenue in the Secretariat, particularly in relation to the use of core funds for travel.
Project related travel has been excluded from these reviews as they are included within
project budgets as an integral element of project implementation. Travel is a major
component of SPREP’s budget which, for programme staff, is allocated under project budgets.
Travel of SLT and Senior Advisor staff, however, is covered under core costs, unless it is
demonstrated that such travel is directly related to a particular project and can be funded
from its budget. During the time of Covid, travel was totally reduced, and this provided an
impetus to use video conferencing on platforms such as Zoom and Teams for carrying out the
business of SPREP. These options should continue to be used wherever possible, while noting
that face-to face communication is essential for effective project delivery. The reduction of
travel, and the increased use of electronic communications should always be considered as
one option for cost savings within SPREP.

81 More information on SWIRE Shipping is outlined at https://www.swireshipping.com/
82 For more information refer https://whc.unesco.org/en/list/1325/
8 For more information refer https://www.cbd.int/financial/trustfunds/Fiji-sovifund.pdf
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A number of SPREP members noted that other CROP agencies, such as SPC and PIFS, generate
their own revenue from a range of sources, including from sources such as canteen revenue,
housing rentals, and commercial businesses. This is also noted in the above analysis. While
these options may be less applicable for SPREP, it is important that these, and other, options
should be considered. Other options noted for internal revenue generation through
interviews included: (a) increasing power generated from solar panels at the SPREP compound
and selling it to the EPC (Samoa’s Electricity Power Corporation); (b) reviewing rentals paid by
organisations co-located at SPREP, in view of higher costs of operation currently existing and
revising existing rents upward where appropriate; and (c) considering whether other
organisations are interested in co-locating at SPREP, both at the Samoa HQ and also at SPREP
offices in other countries, in order to reduce/share office costs.

Some SPREP and SLT staff noted that Secretariat positions funded from the core budget have
remained the same for (at least) the last 10 years, at least. These include SPREP Program
Directors and Advisors in each Division and so interviewees questioned whether these could
be funded from project income, thus saving funds from the core budget.

One survey respondent highlighted an interesting option to address the “millions of dollars
of tenders for consultant support each year as donor projects do not allow SPREP to pay itself
to do work”. They suggested that “jf SPREP was to develop a subsidiary company that could
tender for work and have core advisors to be able to divert a % of their time to these actions,
we may be able to recover a significant portion of donor funds that would normally be spent
by the organisation, and not utilised. | have worked in a model of this nature before and used
it to resolve diminishing core funding.”

Another survey respondent highlighted the need for “a very close review by independent
consultants of expenses paid for by Core Funds that could be reduced or even eliminated?”

It thus appears that there are options for reducing costs within SPREP and also options for
increasing revenue within the Secretariat. These should be explored through an internal
committee and recommendations brought forward for consideration by the SLT. Options will
be further reviewed in the next report under this project, supported, where possible, by data
and evidence.

Another survey respondent highlighted the potential opportunity in strengthening
commercial partnerships in reducing organisational costs: “Strengthening business relations
to improve doing business as the costs from private sector can greatly impact on uses of funds.”
This is an interesting opportunity to explore and one that was highlighted in our review of
innovative financing mechanisms in Section 3.4. There may be multiple opportunities to
explore with private sector partners, including in-kind or low-cost service provision, CSR
donations or other support provided.

SPREP staffing and restructuring options.

Many SPREP members noted that SPREP’s structure should be as efficient and “lean and
mean” as possible and should be focussed on delivery of priority Strategic Plan programmes
and services to PICTs. The focus of this review is on financial rather than organisational issues.
This report only considers organisational aspects where there is a direct relationship to
SPREP’s finance and/or financial sustainability.

A SPREP Organisational Structure was developed in 2018 but many positions within this
structure have not been funded. A number of members considered that a process of review
of the organisational structure should take place and that this be alighed with the
development of the next Strategic Plan which will be developed in 2025.
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Many SPREP members welcomed proposals to restructure the SPREP Project Management
Unit. SLT staff noted this will include a position of Strategic Planning Adviser playing a role in
fundraising, partnership, and donor engagement. It was noted that the aim of this position
will be “to ensure all SPREP projects are properly planned and administered”, which could help
to provide some real progress for improved cost recovery processes.

Some SPREP members and donors/partners expressed surprise that SPREP does not employ a
person(s) specifically charged with fundraising for the organisation and suggested such a
position be recruited as a priority. Some also suggested the TOR for the Strategic Planning
Adviser should be re-oriented to focus on fundraising.

Some members noted the majority of SPREP staff are recruited for their technical skills and
that skills in project and financial management are also very important. SPREP should ensure
that staff recruited possess these skills or are provided with adequate training to upskill them.
The Finance Team could also support technical staff in capacity development in financial skills
and “literacy”, where possible and where needed, to ensure staff are able to manage financial
aspects of projects and also are aware of and able to appropriately charge for the cost of doing
business via Programme Fees. It is suggested a practical solution could be to include a criterion
relating to Project and Financial Management competency and skills as a key
qualification/requirement for Project Management Staff positions.

Greater partnership between SPREP_Finance and technical staff should also be encouraged
and, in particular Finance staff must be fully involved at the start of projects and program
planning and design. It is important to apply the principle “don’t fix it later, plan from the
beginning”.

SPREP Finance processes and systems.

Many SPREP member and SLT noted that SPREP’s finance and administrative systems need to
be improved, streamlined, and linked better internally. One SLT member noted that: “the
Finance systems were replaced in 2014, such that HR administers payroll within SPREP under
the PAYGLOBAL System and Finance uses the Financial Management Information System
(FMIS). However, these systems did not include a number of key modules to enable Finance to
support programs and projects and to allow interfacing between them. Reporting plays an
integral role in our work yet is not able to be accommodated under the existing systems, and
there is also a need to automate reporting in a way that will meet the needs of the multiple
donors and members we work with. The need for more effective interfaces with different parts
of different systems has been recognized as a high-risk area for attention. Financial
management within SPREP is OK, but systems are not.”

This review will only examine SPREP processes and systems which are directly relevant to
SPREP finances and/or financial sustainability.

Page 141



(C) The interview instruments used in this review for SPREP Members
and for SPREP Donors/Partners.

INTERVIEW QUESTIONS FOR SPREP MEMBERS

General
(1) What are your general views on the SPREP Budget and Core funding situation?

(2) What are your views on the delivery of SPREP Programs in Pacific Island Countries and Territories?
Do you feel SPREP Pacific Island Members are receiving “value for money” in relation to the
membership fees they pay?

(3) How important is Core funding for SPREP’s future viability? What are the most important areas
within the SPREP Secretariat that Core funding should support?

(4) At a broad level, what do you see as the main options for increasing SPREP’s Core Funding?
(5) What are the challenges and barriers to increasing levels of Core Funding for SPREP?

Membership Fees

The level of assessed contributions (SPREP Membership contributions) has remained the same since
2004 through to 2017 when a proposal to increase membership fees by 20% increase was approved
and supported in principle, subject to confirmation from Capitals/Governments. To date, out of 26
members, only 6 have committed to the 20% increase with 3 other members less than 10%, while the
majority (17 members ~65%) continue with the same level of contributions since 2004.

(6) How can this situation be best addressed and improved?

(7) What are your views on an increase in SPREP Membership Fees for your country, as one of a number
of options for increasing SPREP’s Core funding?

(8) Would your country expect anything in return from SPREP or anything at SPREP to improve should
Membership contributions be increased?

Programme Management Fees

Recent SPREP Audits have highlighted shortfalls in Core income from programme management fees
associated with donor funded projects. SPREP has a policy for cost recovery through admin. fees (12%
for Members and 15% for Non-Members) which is different to policies of key donors (for example, some
donors only allow 7% for such charges).

(9) How can this situation be best addressed and improved?
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SPREP Secretariat

Audits and reviews of SPREP have emphasized the need for the Secretariat to be structured and
managed as effectively as possible, including in relation to financial sustainability.

(10) How can the SPREP Secretariat be best structured to ensure long term financial sustainability and
how can any changes be implemented?

(11) Can cost savings be achieved within the Secretariat and, if so, what do you see as the main areas
where this can be achieved?

New and non-traditional sources of funding

The main budget sources for SPREP include bilateral, multilateral funding agencies and Member
Contributions. These have remained the same for many years.

(12) Can the Core funding situation of SPREP be improved by accessing alternative and new sources of
funding for SPREP?

(13) If so, what sources and approaches would you recommend and how can SPREP best capitalize on
these new funding opportunities?

Other

In recent years SPREP has been accredited as an Implementation Agency with the Green Climate Fund
and the UN Adaptation Fund. It is also an Executing Agency with the GEF.

(14) Do you have any comments on the implications of these international funding instruments on the
long-term financial sustainability of SPREP?

Additional questions for Metropolitan Members of SPREP

Framework Agreements from some SPREP Metropolitan Members® have provided an important
source of Core funding for SPREP, contributing to the level of financial sustainability for the
organisation.

(2) If your country has such a Framework Agreement, what comments do you have on this funding
arrangement? Can you anticipate any increase in the level of Core funding in the future?

(2) If your country does not have such a Framework Agreement, could it be considered as an option in
the future?

(3) Does your country anticipate any future changes to the level of Core funding support currently
provided?

(4) Do you have any other comments relating to the SPREP budget and/or Core funding?

84 Australia and New Zealand
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INTERVIEW QUESTIONS FOR SPREP PARTNERS AND DONORS

General
(1) What are your general views on the SPREP Budget and Core funding situation?

(2) How important is Core funding for SPREP’s future viability? What are the most important areas
within the SPREP Secretariat that core funding should support?

(3) At a broad level, what do you see as the main options for increasing SPREP’s Core Funding?
(4) What are the challenges and barriers to increasing levels of Core Funding for SPREP?

Programme Management Fees

Recent SPREP Audits have highlighted shortfalls in Core income from programme management fees
associated with donor funded projects. SPREP has a policy for cost recovery through admin. fees (12%
for Members and 15% for Non-Members) which is different to policies of key donors (for example, some
donors only allow 7% for such charges).

(5) How can this situation be best addressed and improved?

SPREP Secretariat

Audits and reviews of SPREP have emphasized the need for the Secretariat to be structured and
managed as effectively as possible, including in relation to financial sustainability.

(6) How can the SPREP Secretariat be best structured to ensure long term financial sustainability and
how can any changes be implemented?

New and non-traditional sources of funding

The main budget sources for SPREP include bilateral, multilateral funding agencies and Member
Contributions. These have remained the same for many years.

(7) Can the Core funding situation of SPREP be improved by accessing alternative and new sources of
funding for SPREP?

(8) If so, what sources and approaches would you recommend and how can SPREP best capitalize on
these new funding opportunities?

Support from your agency/organisation

(9) Would your agency/organisation consider providing Core Funding budget support to enable SPREP
to deliver core services as part of its donor/partnership funding?

(10) If your agency/organisation provides support to SPREP, do you consider that this funding
represents value for money?

(11) Would your agency/organisation consider increasing their levels of funding to SPREP in the future?
If not, what are the challenges to increasing levels of funding? What would your agency/organisation
expect in return from SPREP, should funding be increased?

Other
In recent years SPREP has been accredited as an Implementation Agency with the Green Climate Fund

and the UN Adaptation Fund. It is also an Executing Agency with the GEF.
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(12) Do you have any comments on the implications of these international funding instruments on the
long-term financial sustainability of SPREP?

(13) Do you have any other suggestions or comments relating to the SPREP budget and/or Core
funding?

ADDITIONAL BACKGROUND INFORMATION PROVIDED TO ALL INTERVIEWED FOR THIS
SPREP FINANCE REVIEW

1. BACKGROUND

The Secretariat’s Strategic Plan 2017-2026 outlines the future directions for the Secretariat
to strengthen and realign its institutional capacities, competencies and systems to best
support Members and partners by delivering more integrated, responsive, and cost-
effective services to Members and partners. The need for sustainable funding continues
to be a key challenge that requires immediate focus. SPREP will embrace new and bold
approaches to other significant challenges including structural reorganisation, capability
building and ongoing change management to capitalise on new opportunities and
maximise available resources. Over the ten year period, SPREP continues adapt, respond
and develop to ensure the trust and confidence of its Members, partners and stakeholders.

The SPREP Organisational Goal 3: SPREP has a reliable and sustainable funding base
to achieve environmental outcomes for the benefit of the Pacific Islands region and
manages its programmes and operations to stay within its budget.

The shortage in Core Funded income particularly in view of shortfalls in income from
project implementation via programme management charges as in the audited financial
outcomes in the past 2 years highlights the critical need for an urgent restructure in the
finance and resourcing structure for SPREP post COVID-19.

As established in the 30" SPREP meeting, the ideal Core funding structure is one that
strengthens the Core revenue of SPREP and enables the Secretariat to leverage
additional funding sources. That is, it should be one that positions the Secretariat in such
a way that revenue for funding Core operations is adequately covered even when project
and programme implementation is halted or delayed and thus continue to serve its
members.

The 3" SPREP Executive Board meeting in September 2022 endorsed and supported the
review of Core funding to determine an appropriate Finance & Resource Sustainability
Strategy for SPREP which will provide long-term and stable funding sources for its
effective operations and management and that the strategy should be designed, fitted to
the context and will deliver multiple benefits that suits and serves the interests of both
SPREP and its members.

Page 145



2. PURPOSE

To carry out a comprehensive review of SPREP’s Core Funding Structure and develop an
appropriate Finance & Resource Sustainability Strategy to ensure the financial
sustainability of SPREP in the long term through a reliable and sustainable funding base
to help achieve environmental outcomes for the benefit of the Pacific Islands region and
manage its programmes and operations to stay within its budget.

3. SPREP CORE FUNDS

CORE BUDGET

. SPREP’s project portfolio and thus its budget has doubled within the last 10 years as
evident from circa USD$19 million in 2013 to USD$37 million in 2023 and is envisaged
to continue growing. However, while budget allocation and thus funding for Programmes
have increased in parallel to the budget growth, the Core budget allocation has basically
remained stagnant with sluggish growth over the years due to constraints in funding
support for the Core (Ref Annex 1 — Graph 1).

2. Referring to Annex 2, as evident from the financial results of 2022, the portion of the
Core budget (36%) reliant on Programme Delivery work, which yields the maijority of
Programme Management Fees earned had the most significant impact on Core Funding
due to continuing COVID 19 effects last year. The resulting impact was a variance of
20% below the budgeted income from Programme management charged which is
equivalent to USD$453,487 budget shortfall. This caused significant adverse spill-over
effects on the overall funding to support the Core operations at US$5.8 million, relative
to the budget for Core income of US$6.3 million and thus an overall Core funding shortfall
of USD$519,136. As evident in a recast of the budget assuming that Core Funding had
reduced reliance on Programme Delivery work (20%), while with a greater allocation to
all other Core funding sources (80%), total Core funding income would have resulted in
surplus funding of US$543k instead of a shortfall.

3. The immediate measures put in place by the Secretariat, particularly in the last 3 years
given obvious shortfalls and uncertainty over income funding, included strict controls over
core expenditure as well as the regular review and adjustments of both project
implementation plans and cash flow. While it proved effective in past years to address
the financial constraints in the short term, it is not sustainable in the long run and it
certainly has put a lot of pressure on already very limited resources and existing staff.
This in turn poses a great risk on the ability to adequately resource SPREP Core,
restricting therefore relevant Core support services for its programmes and SPREP
operations and to be ready proof for the increasing project portfolio.
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4. Based on the current draft budget for 2024-2025 to be considered at the 31SM this year,
the budget process highlighted the funding gap of about USD$2.5 million in the Core
budget which has unsecured funding but is needed to enable SPREP to fully deliver on
its priorities for the biennial period from 2024-2025. This funding gap/shortfall for Core
budget allocation for the 2024 Budget is not reflected in the final proposed budget due to
inadequate funding available at the time the budget was prepared. It is however
disclosed in the budget submission for members’ information.

MEMBERSHIP CONTRIBUTIONS

5. Member Contributions make up about 3% of the total 2023 Budget Income for SPREP,
however they provide 19% of the Core Income (refer Annex 1 — Graphs 2 & 3).

6. The ongoing weakness of Core income underpins the current unsustainability of overall
SPREP financing. To assist in the future and ongoing sustainability of SPREP,
Membership Contributions as one of the key components in sources of funds for the Core
Budget requires the support of members for additional funds to relieve the budget
pressures and allow for cash flow sustainability each year of the Secretariat's Core
operations and activities.

7. The level of assessed contributions had remained the same since 2004% (refer Annex
1 - graph 4) through to 2017.

8. The 28" SPREP Meeting approved and endorsed in principle a 20% increase in
membership contributions subject to confirmation from Capitals/Governments.

9. To date, the only members that have formally pledged contribution increases include
Australia (20%), French Polynesia (10%), New Caledonia (20%), New Zealand (20%),
PNG (20%), Samoa (20%) and Tuvalu (20%) which also have been fulfilled in terms of
contribution payments received.

10. France and USA noted difficulties in responding to this decision because of their
particular budget processes but have since committed and paying allocations that their
capitals had approved which to date is equivalent to France (5%) and USA (7%).

11. SPREP is the only CROP agency which has not had a fully effective membership
increase for the last 19 years, placing SPREP in an inequitable situation.

12. A comparison of Member benefits to membership fees shows that SPREP has
demonstrated value for money in its practical support to Pacific Island Members. The
financial benefit to Members from SPREP programmes has increased from $9.3 million
in 2010 to circa $27.2 million in 2022 — an increase of circa 192% (refer to graph 5 in
Annex 1).

85 Slight increase in 2013 was only due to UK rejoining as SPREP member.
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ANNEX 1 — BACKGROUND INFORMATION GRAPHS

Graph 1: SPREP Budget Progression 2013-2023

Budget Progression 2013-2023
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Graphs 2&3: All sources of funding and deep dive on Core budget 2023

ALL SOURCES OF FUNDING CORE BUDGET INCOME 2023

PROJECT
FUNDING
77%

MEMBERS

CONTRIBUTIONS
PROGRAMME 19%

MANAGEMENT
CHARGES

39%

CORE DONOR
FUNDING

PROGRAMME 36%
FUNDING

12%

MEMBER

CONTRIBUTIONS L OTHER
3% OTHER CORE INCOME INCOME

8% 6%

Page 148



Graph 4: Assessed Member Contributions 2004 - 2023
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Graph 5: Total Country Disbursements 2010 - 2022
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