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Independent Auditor's Report

To the Executive Committee and Partnership Council of

PEMSEA Resource Facility Center
PEMSEA Building, Department of Environment and Natural Resources compound

Visavas Avenue, Quezon City

Eeport on the Audits of the Financial Statements

Chir Opinion

In our opinien, the aceompanying financial statements present fairly, in all material respects, the
financial pusition of PEMSEA Eesource Facility Center (the *Center”™) as at December 31, zoug and
2018, and its financial performance and its cash flows for the years then ended in aceordanee with
Philippine Finaneial Reporting Standards {PFRS).

What we have audited
The financial statements of the Center comprise of:

= the statements of financial position as at December 31, 2019 and 201 8;

= the statements of receipts and expenses and other comprehensive income for the years ended
December 31, 2019 and 2018;
the statements of changes in equity for the vears ended December 31, 2010 and 2018;

¢ the stetements of cash flows for the yvears ended December 51, 2019 and 2018; and

= the notes to the financial statements, which include a summary of significant accounting policies,

Basis for Opinion

We condueted our audits in aceordance with Philippine Standards on Anditing (PSA). Our
responsihilities under those standards are further described in the Auditor's Responsibilities for the

Audit of the Financial Statements seetion of our report.

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

Independence

We are independent of the Center in accardance with the Code of Ethics for Professtonal Accountants
in the Philippines {Code of Ethics), together with the ethical requirements that are relevant to our
audit of the financial statements in the Fhilippines, and we have folfilled our other ethical
responsibilitics in accordance with these requirements and the Code of Ethics.
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Responsibilities of Management and these Charged with Governance for the Financial
Stalemenis

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with PFRS, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due

to fraud or error,

In preparing the financial statements, management is responsible for assessing the Center’s ability to |
cuntinue as a going concern, disclosing, as applicable, matters related to going concern amd using the
going concern basis of accounling unless management cither intends to liquidate the Center or to

cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for oversesing the Center's financial reporting
process,
Auditor’s Responsibilities for the Audit of the Financial Staterments

Cir ohjectives are to obtain reasonable assurance about whether the financial etatements az 2 whale
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, bul is not a puarantes
that an audit conducted in accordance with PSA will always detect a2 material misstatement when it
exists. Misstatements can arise from frand or error and are considersd material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken

on the basis of these financial statements.

As part of an audit in accordance with PSA, we exercize professional judpment and maintain
professional skepticism throughout the audit. We also:

»  Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perfiorm avdit procedures responsive to those nisks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstalement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional cmissions, misrepresentations, or the override
of internal control.

+  Obtzin an understanding of internal control relevant to the audit in order to design sudit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Center’s internal control.
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= Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

= (onclode on the appropriateness of management’s use of the going concern basis of accounting
and, based on the sudit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Center’s ability to continue as a going

concern, If we conclude that a material uncertainty exists, we are required to draw attention in our I
duditor’s report to the related disclosures in the financial statements or, if such disclosures are j

inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained g
to the date of cur auditor's report. However, future events ar conditions may cause the Center to

cease to continue as a going Concern.

#  Evaluate the overall pressntation, strocture and content of the financial statements, including the
disclosures, and whether the financial statements represent the underfying transactions and
events in a manner that achieves fair presentation.

We comnmunicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant sudit findings, including any significant deficiencies in
intermnal control that we identify during our audit. L

Report on the Bureau of Internal Revenue Requirement

Cur audits were conducted for the purpose of forming an opinion on the hasic financial statements
taken ag a whole. The supplementary information in Note 18 to the financial statements is presented

for purpases of filing with the Burean of Internal Revenue and is not & required part of the bagic |
finanecial statements. Such supplementary information is the responsibility of management and has
heen subjected to the auditing procedures applied in our awdits of the bagic financial statements. In
pur opinion, the supplementary information 1= fairdy stated, in all matenal respects, in relation to the

basic financial statements taken as a whole.
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f.';tt;;uﬂtm the Supplementary Information Presenting Grants and Expenses per
ec

The supplementary information presenting grants and expenses per project for the years ended
December 31, 2019 and 2018 in Note 19 to the hasic financial statements is presented for the

of the interested internal users of the basic financial statements and is not a required panufﬁm
financial statements. Such supplementary information is the responsibility of the management. We
were not able to apply auditing procedures on such information because of the following reasons: (i) a
different reporting framewaork is required to be used as basis for the preparation; and (i) the grants
and axpenses under the Cost Sharing Agreement between the donor national agency and the United
Nationz Development Programme (UNDF)} are under the administration of UNDP, The amounts
were anly lifted from the 2019 and 2018 Combined Delivery Report. Accordingly, it is inappropriate
to and we do not express an opinion on the information referred to above.

Isla Lipana & Co.
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CPaA Cert. No. ;anzo77

P.T.R. Ko. oo11a78, issued on January 7, 2020, Makab City

SEC AN, (individual) as general anditors 1589-AR-1, Category A: effective until September 23, 2022
SEC AN. (firm) as general auditors 000g-FR-5, Category A; effective until June 2o, 2021

TIN 211-507-088

BIR AN, 0B-000745-127-2019, issued on January 14, 2019; effective until January 13, 2022
BOA/PRC Reg. No. o142, effective until September 30, 2020

Makati City
April 23, 2020




pwcC Isla Lipana & Co.

To the Executive Committes and Partnership Couneil of

PEMSEA Resource Facility Center
PEMSEA Building, Department of Emdironment and Natural Resources compound

Visayas Avenue, Quezon City |

MNone of the partners of the firm have any financial interest in the PEMSEA Resource Facility Center
or any family relationships with iis president and officers.

The supplementary information on taxes and licenses for the vear ended December 31, 2000 is
presented in Note 18 to the financial statements.
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Partner
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PEMSEA Resource Facility Center

Statements of Financizal Position
Az at December 31, 2019 and 2018

(All amounts in US Dollars)
MNotes 2019 2018
ASSETS
Current azeats
Cash 2 2,882 078 2548 680
Recahahles 3 14 577 04 055
Totsl currant assats 2,807 555 2 641,635
MNon-current assets
Financial assed al fair valus through other
comprahensive incomae (FWVOCT q 171,265 155,032
Property and equipment, net 5 17,8976 25,0532
Oiher non-current assets g 74,005 o1, 797
Toial nom-curment asseis 264 237 27278
Total azzats 3161, 702 2914 416
LIABILITIES AND EQUITY
Current liabilitiss
Accruad expenses and other liabilities [ d7E 340 356 885
Doferrad grants B 1,148 066 05032
Total currar lisshilibes 1,524 415 1,281 918
Non-current liabilities
Defined contibution Eability 0 4 532 1002 5636
____Retiremant banefit obligation 9 B3 659 35.158
Total non-current abilities 178,191 137,784
Tatal liabilities 1,702 606 1419712
Equity
Furd halancs 1,471,668 1,485 703
Fezarve for mmeasurements on retiremant
benefit obiigation 0 {24 593 31
Fair value rosere 4 12,113 (4,120
— Total equity 1,450,186 1,404,704
Total liabilities and equity 3,181,762 7014 418

The notes on pages 1o 30 are integral part of these financial statements.




PFEMSEA Resource Facility Center

Statements of Receipts and Expenses and Other Comprehensive Income
For the vears ended December 31, 2019 and 2018
(All amounts in US Dollars)

Motes 2019 2018
Receipts
Grants 10 2.510,778 2,866,778
_Other incoms 13 80,269 266 400
2,591,047 3,133,178
Expenses
Project expanses 11 2.281.651 123,863
General and admenisiralive expenses 12 333433 531,623
2615084 3,755,456
Deficiency of receipts over expenses (24,037) (622, 308)
Other comprehensive (loss) incoma for the year
e that will mot be roclassified o receipls or expenses
Remasaurement {loss) gain on retiement benedit
Chligation ] (27,714) 5,825
Fair value gain (loss) on financial asset at FVDCI 4 16,233 {31,258}
= {11,481) (25,432)
Total comprehensive loss for the year {35,518) {847,740

The notes on pages 1 to 30 are integral part of these financial statements




PEMSEA Resource Facility Center

Statements of Changes in BEquity
For the years ended December 31, 2009 and 2018

(Al amounts in US Dollars)
Reserve for
rEMasEUrsmenis
on retirement  Fair Value
Fund benefit obligation Resarve
Balance [Mote 8) (Note 4) Total
Balances at January 1, 2018 2 118,011 (2, 705) 27138 2142 444
Comprehengive loss
Deeficiency of receipts over exparnses (622, 308) - - {BZZ 308)
Othes comprehensive income (loes) for the year - 5626 {41, 256) {25432)
“Total comprehensive (loss) incoma for tha year (622,308) 5,826 (31,258) (647 740)
Balarnees 3t Decamber 31, 2018 1.485, 703 1M {d,12ﬁl 1 404 704
Comprehensiva loss =
Deficiency of receipts over txpenses (24,037 . . {24 037
Other hensiva (loss) income far the vear - [27,T14) 16233 (11,481)
Total comprehensive (loss) income for the year (24,037} _[2T.714) 16,233 (35,518}
Balances at December 31, 2019 1,471,666 [24,583) 12,113 1,459,186

The notes on pages 1 to 30 are integral part of these financial statements.




FEMSEA Resource Facility Center
Statements of Cash Flows

For the yeara ended December 31, 2019 and 2018

(All amounts in US Dollars)

Motes 2019 2018
Cash flows from operating activities
Deficiency of receipts over expenses (24.037) (6:22,308)
Adjusirments for:
Depreciation and amorization 9 14,025 12,867
Lnreaized forsign exchangs (gain) loss {1,867} 116
Interest income 13 (3, 385) (3. 2497
Deficiency of receipts over expenses before changes in
assets and fiabiliies {15,264) (612,574}
Decrease (Increase) in;
Receivables 3 80410 74,538
Other non-curment assefs B 18,248 (8,826)
Increase (Decreasa) in:
Accrued expenses and other [Ebilites T 7505 {17,665)
Deferred grants 8 233,034 {222,958)
Defined contribution Rability g {8,104) 20,587
Defined benafit obligation 9 20,787 13,044
Cash generaled from {used in) cperations 338 B17 (753,784)
Inlarest recehed 2 3385 3,249
Mel cash generaled from (usad in) oparating 340 002
activities ' (750 545
Cash flow from Investing activity
Acquisition of property and equipmaent 5 {6,049) (10417)
Mel increase (decrease) in cash 333,853 {760.862)
Cash at January 1 2,54B6 680 3,307 867
Effact of exchange rale changes on cash 2,345 {225)
Cash at December 31 2 2 BAZ2 97R 2,548 68D

The notes on pages 1 to 30 are integral part of these financial statements.




PEMSEA Resource Facility Center

Motes to the Financial Statements
Az at and for the vears ended December 31, 2019 and 2018
{All amounts are shown in US Dollars unless otherwise stated)

Note i - General information

Partnerships in Environmental Management for the Seas of East Asia (PEMSEA) is a partnership
arrangement involving various stakeholders of the Seas of East Ada, including national and local
governments, civil society, the private sector, research and educational institutions, communities,
international agencies, regional programs, financial institutions and dorors, It is also the regional
coordinating mechanism for the implementation of the Sustainable Development Strategy for the Seas of

East Asia (SDS -SEA).

The PEMSFEA Resource Facility Center (the "Center”) is the operating arm of PEMSEA, It provides
secretarial and technical services to the East Asian Seas Partnership Council and the participating pariners,

The Center mobilizes resources, products and services to support the implementation of the SDS-5EA
through inter-governmental and multi-sectorial partnerships. 1ts core functions include providing
secretariat services fo the East Asian Seas (EAS) Fartnership Council and the Executive Committee, and
providing technical services to country and non-country partners for the implementation of the

SD5-SEA. Funding for the Center's secretariat services in part, comes from voluntary contributions from
Japan, China and Republic of Korea, while the funding for the Center's technical services comes from
sponsored projects and programs, prineipally from Global Emvironment Facility (GEF) and United Nations

Development Programime (UNDEF),

‘The Philippines has hosted FEMSEA, through the Center, since 1993 by providing the usc of land and
building as well as other services and facilities for its use as the Philippines’ contribution to implement

sustainable coastal development in the region,

Pursuznt to the recognition of PEMSEA's International Legal Personality signed on November 26, 2000,
which provides that the seat of PEMSEA shall be in Metro Manila, Philippines, FEMSEA and the
Government of the Republic of the Philippines formalized the existing arrangement with the signing of the
Agreement between the Government of the Republic of the Philippines and the Partnerships in
Environmental Management for the Seas of East Asia (the "Agresment”) on the establishment of the FRE
as the Headguarters of PEMSEA in the Philippines. The Agreement was further ratified by concurrence of
Philippine Senateon May 25, 2015,

Under the Agreement, certain privileges, immunities, and facilities have been granted by the Government
of the Republic of the Philippines to the Center to ensure its full functions and operations in achieving its
goals and objectives. Among these incentives are the following:

a. Exemption from payment of all direct taxes and value-added taxes on its purchase of goods, matenials,
equipment, vehicles and services for its official use,

b. Exemption from duty to collect or withhold taxes on its payments to other entities including payments
to its efficers and staft

e. Al zifts, bequests, donations, and contributions which may be received by the Center from any source
whatspever, or which may be granted by the Center to any individual or non-profit arganization for
educational or scientific purposes, shall be exempt from taxation and conzsidered allowable deductions
far purposes of determining the income tax of the donor.




The Bureau of Internal RBevenue (BIR), Departorent of Finance, Department of Justice, National Economic
and Development Authority, Bangho Sentral ng Filipinas, Bureau of Customs, and Department of
Environment and Natural Resources have boen consulted on the Agreement and they concurred on the
ratification of the Agreement through the issusnce of the Certificate of Concurrence by Concerned Agencies
and Officials. BIR Revenue Memorandum Circular Mo, 51-2013 issued on April 12, 2013, in particular, has

categorized PEMSEA sz an international crganization.

An Execative Director oversees the coordination between the secretariat and technical services, specifically
in program development and implementation.

As a testament of PEMSEA's commitment to pursuing excellence and providing quality services, it received
its IS0 goo1:2008 certification last October 2013, adding confidence and eredibility to the organization as
it continuves to champion SDS-SEA and is renewing it in 2020.

The Center has its registered office address at PEMSEA Building, Department of Environment and Natural
Resources Compound, Visayas Avenue, Quezon City, Philippines.

These financial statements of the Center have been approved and authorized for issuance by the Executive
Committee through the Audit Committee on April 23, sozo.

Note 2 - Cash
Cash at December 31 consisis of:

; _ = 2019 2018
C-ash on hand 1,005 1.005
Cash in barks 2881973 2545675

2,BH2 0978 2,545 680

Cash in banks earn interest based on the prevailing interest rate. Interest income earned for the vear ended
December 31, 2019 amounted to USD3,385 (208 - USD3.249) (Note 13).

Note 3 - Receivables

Receivables at December 31 consist of:
2019 2018
Gram recaivables 14,080 81,097
Other receivable 497 3,858
14577 94 355

Grant receivables pertain to disbursements made by the Center for & particular project where funding has
not been received from grantors as at December 31, 2019 and 2018,

ected credit losses (ECL] on receivables

ECLs are unbiased probability-weighted estimates of credit losses which are determined by evaluating a
range of possible outcomes and taking into account past events, current conditions and assessment of

future economic conditions,

The Center has used relevant historical information and loss experience o determine the probability of
default of the instruments and incorporated forward looking information, including signilglﬁnt changes
in external market indicators which involved significant estimates and judgements.

(2]




The assesament of the correlation between historical ohserved default rates, forecast econamic
ronditions and ECLs is o significant estimate. The amount of ECLs is sensitive to changes in
eireumstances and of forecast economic conditions. The Center's historical credit loss experience and
torecast of aconomic conditions may also not be represeatative of customer's actual default in the foture.

Tn determining the ECL of receivables, the Center had used three vears of historical loss data to
determine the loss pate and applied an adjustment against the historical loss rate based on the change in
inflation rate 1o reflect the current and forward-looking information. Az at December 21, 2010 and 2018,
the Center helieves that the carrving amount of its recetvables is resoverahle.

The Center's financial assets at fair value through other comprehensive income (FYOCT) consist of its
investment in an investment fund with a reputable financial institution. These investments are restricted
and intended to fund the retirement benefit obligation once the latter falls due.

The movements in the financial assets at FVOCI for the years ended December 31, are as follows:

— 2018 2018
Fair value, beginning 165,032 186,290
Linrealized gain (loss ) on fair value 16,233 (-31.258)
Fair value, ending 171,265 155,032
The movements in fair value reserve for the vears ended December 31 are az follows:
2018 2018
At Jdemuary 1 {4,120) 27138
Urrealizad gain (loss ) on far value 16,233 (31,258)
At December 31 12,113 (4,120
Note 5 - Property and equipment, net
Details of property and equipment, net at December 31 consist of:
Bluilding 'Ewﬂptinr Oefice
—_ i amanis Eupmant equipment Wehiloles Tosdal
At January 1, 2018
Cosl 1497 840 4, 04 18,157 30,343 251430
Accurmaiated 1] 197 A 090 11,885 9,103 233
et carrying vakue . . I 62 21,240 28 402
For the year ended December 21, 2018
Opaning rat camying value - : 7.182 21,240 28,402
Adddions - - 10417 - 10417
_Depreciation (Moles 11 and 12} . = {6, 759) (6,068} (12867}
laging ned carrying value - - 10,780 15,172 29952
Al Decamber 31, 2018
Caos) 1E7 Bal 4,080 2E B 30,343 267,847
Accumulsied degrecialion {197 840) {4.080) {16,794)  {15171)  (235B85)
Mal camying value o . - 10,780 15172 25,0852
Faor the year anded Decembar 31, 2019
Opening nel carmying value . . 10,780 165172 25,952
Addtions = - G045 . G025
Duzprecaion (Nobes 11 and 12] - - I7.956) {G.0G3) (14,025)
_Cosing net carmyng value . . __B.AT3 4103 17.are
At December 31, 2014
Cost 197,840 4,080 38823 30,343 267 B
Accurmulated deprecation [197 840} (4,080) (36, T50) {21,240 {249 020)
Mel carrying vaiue - . 8673 8,103 17876

(3)




Depreciation for the years ended December 31are charged as part of overhead to the following:

Mofes 2019 18

Project expenses 11 4,316 4,316
Ganeral ard adminisirative expenses 12 8,709 &551
14,025 12 BET

The Center delenmines the estimated useful lives for its property and equipment based on the period over
which the assels are expected to be available for use. The Center annually reviews the estimated useful
lives of property and equipment based on factors that include asset utilization, internal technical
evaluation, technological changes, environmental and anticipated use of assets tempered by related
industry benchmark information. It is possible that future results of operations could be materially

affected by changes in these estimates brought about by changes in factors mentioned.
Management has assessed that the wseful lives of property and equipment are appropriate.
vitical sifid i oo : i
The carrving amount of property and squipment is reviewed and assessed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. Changes in

those assessment and judgment could have a significant effect on the carrving amount of praperty and
equipment and the amount and timing of recorded provision for any perind.

As at December 31, 2019 and 2018, based on management's assessment and judgment, there are no
significant events or changes in circumstances which indicate that the Center's property and equipment

may be impaired at reporting dates.

Note 6 - Intangible assets
The intangible asset of the Center as at December 31, 2014 amounting to USD7,052 (2018 - USD7,952)
pertains to computer software acquired in 2013 and was placed into use in August 2014,

The intangible asset was still in use and already fully depreciated as at December 91, 2019 and 2018,
o 1 ities

Accounts payahle and other liahilities at December 31 consist of;

Mote 2018 2018

Aocrued expanses 301,353 275,088
Employee retimment contibutions g 74 996 21,737
376,349 S66,086

Accried expenses include short-term employee benefits such as annual leave, educational grants, and
medical benefils.

Employee retirement contributions represent the employees’ share in funding the retirement benefits
which was deducted from employees’ salaries.

(4]




Note 8 - Deferred Grants

Deferred grants represent funds received from the grantors but were unspent as of reporting date and are
to be spentin the succeeding periods. The funds are to be used only for specific projects and should comply
with the terms and conditions of the respective grant agreements. Unused funds at the end of the project
are returned to the grantor unless otherwise agreod by the grantor to be retained by the Center,

Deferred grant as at December 31 consist of unspent funds from the following partners:

2018 2018
Miniatry of Oceana & Fisheries, Republic of Korea 023,038 621,573
State Oceanic Administration, People’s Republic of China 118,324 71,855
Global Envirenment Facility 74,958 184,345
Canter for Southeast Aslan Studies 16,540 -
Department of Agriculture 11,077
Marine Biodiversily Instihde of Korea 4,130 -
Wisiam & Canltral Pacific Fisheres Commission - g.852
Korea Instiute of Science and Technology . 4,000
Coactal Management Canter - 16,307
1,148,066 915,032

The Center's emplovess were previonsly covered by a contract with the UNDP. On December 31, 2013, said
employess agreed with UNDP to extinguish such eontract. The emplovess were then employed by PEMSEA
starting January 1, 2014, Any retirement benefit contributions due to the employess when they were with
UNDP were paid out to the emplovees in full by TNDP,

Om Jaruary 1, 2014, the Center established the PEMSEA Resource Facility Pension Fund (the “Fund™), in
accordance with the Regulations of the PEMSEA Resource Facility Staff Pension (the “Regulations”). The
Fund is contributory and of the defined benefit tvpe covering all qualified officers and employees, which
provides retirement benefits as the higher of:

a.  The benefit shall, subject to minimum ent and maximum accumulation as defined in the
Regulations, be pavable at the standard annual rate oblained by multiplving: 1) the first five vears of the
participant’s eontributory serviee, by 15 per cent of the final average remuneration; i) the next five
years of contributory service, by 1.75 per cent of the final average remuneration; iii) the next 25 vears of
contributory service, by 2 per cent of the final average remuneration: and iv) the years of contributory
service in excess of 35, by 1 per cent of the final average remuneration, subject to a maximum total
accumulation rate of 70 per cent,

b. The benefit shall, subject to minimum and maximum payments as defined in the Regulations, be
payable at the standard annual rete obtained by multiplying: i) the first 30 years of the Participant's
contributory service, by 2 per cent of the final average remuneration; ii) the vears of contributory
service in excess of 30, but not excesding five, by | per cent of the final average remuneration; and
iti) the yvears of contributory service in exceas of 35 by 1 per cent of the final average remuneration,
subject to a maximum tolal accumulation rate of 70 per cent.

The retirement benefits are computed as a proportion of the final average remuncration, with the
proportion determined based on number of years of contributory service, subject to minimum payments
and maximum accumulation a5 provided in the Regulations,

In 2016, the Centar implemented changes in the provisicns of its pension fund such that the PEMSEA
Resource Facility Retirement Plan is eontributory and provides benefits of both the defined benefit (DE)

and the defined contribution (TyC) type. Renefits are paid in a lamp sum upon retirement or separation in
accordance with the terms of the Plan.

(s}




The Plan provides a retirement benefit equal to the sum of the following:

4) From Fund A - Guaranteed benefit ranging from five percent (5%) to one hundred percent {100%) of
Plan Salary for every year of contributory senice;

b} From Fund B - 100% of the Members' Emplovee Aceumulated Value (EEAV), which represents the
member's ovn contributions to Fund B (7.00% of Plan Salary) plus the corresponding investment

earnings and losses (net of taxes and expenses) on such eontributions, provided, that such net
investment earnings and loases corresponding to the member's own contributions shall not be less than

the minimum annial inferest rate in saceordanee with Center policy, compounded annually; and

el From Fund C - 100% of the Members” Emplover Accumulated Value (ERAV), which represents the
Ceniters contributions to Fund C in the member's favor (15 80% of Plan Salary) plug the corresponding
investment earnings and lossas (net of taxes and expenses) on such contributions, provided, that such
net investment earnings and losses corresponding to the Center's contributions in the member's favor
shall not be less than the minimuom annual interest rate in accordance with Center policy, compounded

annually.

The Members” Accumulated Values shall be determined based on the latest calendar quarter financial
valuation of the Fund, adjusted to include the reimbursement of the Members’ contributions and the
Center's eontributions for his account made after the latest calendar quarter financial valuation.

Management assessed that the Center is an International Agency with Junidical Personality and is theretore
not covered by the provisions of the Labor Code of the Philippines on the mininnim retirement benefit

payable by an emplover.
Defined Benefit

The defined benefit (DB) fund (Fund A), which is to be funded solely by the Center is computed based on a
formula stipulated in the plan mules. An independent actuary conducts perodic actuanal valuation of the
DB plan using the projected unit credit method.

The amounts recognized in the statement of financial pesition as at December 31 follows;

2018 2018

Present value of defined benefit obligation 109,839 60,548
Fair value of plan assels {25,180) (£o,J90)
83,659 35,158

The movement in the defined bepefit obligation for the vears enled December 31 is as follows:

2018 2018
Beginning of the year 60,548 02,872
Cument service cost 16,239 14,204
Interast cost 4,378 2 B80
Effect of movement in exchange rates 2,796 (2,181}
Remeasuremant (gain) loss ansing from:
Experience adjustment i2.499) 5400
Financial assumptions 28,377 (12 636)
End of the year 109,839 60,548
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The movernent in the fair value of plan asscts of the years ended December 31 are as follows:

2018 2018
Beginning of the year 25,300 24,931
Iribeest income 1,838 1,401
Contnbutions = 1,500
Remeasurement l0ss on plan assels (1,636} (1,401)
Effect of movement in exchange rates 780 (1,041)
End of the vear 26,180 25,380

The amounts of retirement benefit expense recognized under project expenses (Note 11) for the years ended
December 31 in relation to defined benefit plan are as follows:

2019 2018
CiaTerd service cost 16,239 14,204
el imlerest cost 2,542 1,479
18,781 15,683

Movements in reserve for remeasurements on retirement benefit obligation recognized within equity
aceount for the vears ended December 31 are a5 follows:

2018 2018
Balances, beginning of the year @332 0 2,705
Remeasurament loss (gain) arsing from:
Experience adjusimenl (2,499} 5,409
Financial assumptions 28377 (12,636)
Demographic assumptions - 2
Remeasurement loss on plan assats 1,836 1,401
27,714 (5,826)
Balances, end of the yvear 24,503 {3,121)
The composition of the plan assets at December 31 follows:
== 2019 018
Government Securities 19,897 7% - -
Unitized Investment Trust Funds 4,450 17% 21,147 83%
Other Securities & Debt Instruments 1.571 6% - -
Cash and cash equivalents 262 1% 4,243 17%

26,180 100% _ 25380 100%

Plan assets are held in trustee bank and are governed by local repulations and practice in the Philippines. The
Center has no transactions with the fund other than the contributions, The Plan has no investments in shares

of stocks of related parties.

The largest proportion of plan assets is imvested in government securities. The Retirement plan believes that
govermnment seeurities offer the best returns over the long term with an acceptable level of risk

Principal actuanial assumptions nsed to determine the present value of the defined benefit obligation as at
December 31 are as fillows:

2019 2018

" Discount rate - 4.65% 7.15%
Future salary growth 3.00% 2.00%
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Assumptions regarding future mortality rates are in accordance with the 1994 GAM table.

The weighted-average duration of the retirement benefit liability iz 9.1 years as at December 21, 2019
(2018 - 9.4 yvears),

Maturity analveis of the benefit pavments 1= as follows:

Contraciual cash flows Within one yvear Within 2 - 5 vears  More than 5 years
2019 232,085 B64 41,514 189,807
2018 187 268 3.443 4,725 178,100

Although the analysis does not take into account the full distribution of cash flows expected under the
plan, it does provide an approximation of the sensitivity of the assumptions shown.

There are no unusual or significant risks to which the defined benefit plan exposes the Center, however in
the event a benefit claim arises the benefit shall immedistely be due and pavable.

Crthical accounding esiimaltes grd geswr

The pregent value of the retirement obligation depends on a number of factors that are determined on an
actuarial hasis using a number of assumptions. Those assumptions are described above and include
amang others, discount rate and salary increase rate. While it is helieved that the Center's assumptions
are ressonable and appropriate, significant differences in actual experience or significant changes in
assumplions may materially affect the Center's retirement benefit obligation and the recording of future
expenses arsing thereon.

The sensitivity of the defined benefit obligation to changes in the principal assumptions as at
December 31 follows:

Impact on relirement benefit obligation

Change in Increase in Decraase in
v assumption assumption assumption
As at Decernber 31, 2019
Discount rate +/- 0.50bps (12.558) 13.370
Future salary increase rate +/- 0.50bps 13,523 {12.813)
Az at December 31, 2018
Discount rate +/- 0.50bps {2.741) 2921
Fulure salary increase rale +/- 0.50bps 3,058 {2 888}

Each sensitivity analysis on the significant actuarial assumptions was prepared by remeasuring the defined
benefit obligation at the reporting date after first adjusting one of the current assimptions according to the
applicable sensitivity increment or decrement (based on changes in the relevant assumption that were
reasonably possible at the valuation date) while all other assumptions remained unchanged.

Defined contribution

‘The defined contribution (DC) fund (Fund B & C) is a separate and allocated fund established to hold
contributions made by the employess and the Center for the employess behalf.

Contributions to the Fund are made by the Center and the employees at 15.8% and 7.9%, respectively, of the
employvees’ basic pay. All emplovee contributions are initially held in the Center's payroll account, In 2015,
the Center invested funds in a reputable fimancial institution where all fund contnibations of the Center's
emplovees in 2014, together with the Center's contribution in 2015 which is equivalent o il 2004 requined
contribution, were invested (Note 4).
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As at December 31, 2019 and 2018, total emplover and emploves contributions, including any interest camed,

are presented in the statements of financial position as follows:

Mate 2019 2018
Employee coninbutions
Mher non-current assets 74,996 91,797
Accounts payable and other Rabillities ¥ 74,996 a1.797
Employer contributions
Defined contrnbution Rability 04,532 102,836

(ther non-current asscts pertain to employvees’ contributions which are held in the Center's bank acoounts
and are earmarked for the retirement benefits of the Center's emplovees. Comresponding linbility was
recognized under accounts payable and other liabilities equivalent to the total amount of employees’

coptrbution as at December 31, 2009 and 2018 [MNote 7L

For the years ended December 31, the Center's required contributions to the DC fund is charged to personnel

ot as followes:

Motes 2019 2018

Direct project expenses 11 66, 780 71,845
Indirect project axpenses 11 10,817 20,527
_Ganaral and administrative axpanses 12 7.925 10,264
84,532 102,636

Note 10 - Grants

Thiz ascount consists of grants from the following partners:

T = 2019 2018
Global Ervdrcomrent Facili 1,558 118 2,138 872
Mimisty of Oceans & Fisheries, Republic of Koraa 328,771 201,638
Republic of the Philppines 220,221 236,885
Timor Lests B0,880 -
Ministry of Malural Resources, The People's Republic of China 05,658 95330
IWiresiry of Land Infrastruciure and Transporation, Gowemment of Japan 83,181 65333
Marine Biodiversdy nsiute of Korea (MABIK) 35,610 .
Govemment of Singapare 20,000 20,000
Coasial Management Center 16,307 2,550
United Nations Emvironment Programme 15,744 25,764
Food and Agriculture Organization of the United Mations (FAQ) 14,805 35,185
Wasiern and Central Pacific Fisheries Commission {WCPFC) 6,952 6,070
Korea Inatitute of Science and Technolegy (KIOST) 4000 23984
Canter for Southeast Asian Studles 423 =
DENR RE [IMS E 11,207

2,510,778 2 888 77H

The grants cover the following projects:

Global Environment Facility [GEF)

GEF has been a major donor of FEMSEA over the past 20 vears, providing the necessary financial support
tocover the ineremental eosts of addressing regional environmental izsues that are of global significanoe

via implementation of the SDS-SEA
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The fourth phase of the GEF project entitled, GEF/UNDF/FEMSEA Project on Scaling up the
Implernentation of the SDS-SEA took effect in August 2014 and was originally slated for completion in
Aupust 2019 but was approved for a no-cost extension until August 2020, The project aims to catalyze
actions and investments at the regional, national ond local levels to rohabilitate and sustain coastal and
mnlrine ceosvstem services and build a sustainable coastal and ocean-bosed economy in the East Asian

FEEIO.,

GEF also provided a Project Preparatory Grant on Redueing Pollution and Preserving Environmental
Flonws in the East Agian Seas through the Implementation of Integrated River Bagin Management (TREM)
in Asean eonntrics. The project aims to enhanee the water/foond fenergy ecosystem nexus and application
of the aource-to-zea approach by piloting and upscaling of TREM in national river baging, which (ranspart
upstream and downstream pollutants affecting coastal ecosystems and resources of seas and oceans,

Ministry of Oceans & Fisheries, Republic of Korea

Cost Sharing Agreement between the Ministry of Oceans and Fisheries of the Repubfic of Korea and
PEMSEA

The objective of this project 15 to strengthen the engagement and eollaboration of the Center and RO Korea,
as well as non-country partners in RO Korea, in scaling up the implementation of the SDE-SEA and 1o
support successhul stationing of the seconded RO Korean officer to the Center,

Republic of the Philivoi

The Philippines has hosted PEMSEA, through the Center, since 1993 by providing the use of land and
building as well as other services and facilities tor its use as the Philippines” contribution to the
implementation of sustainable coastal development in the region.,

Timwor Leste
Sustairaile Developrment Strategy for the Seas of Sad Asto (SDS-SEA)}

In line with the commitment on the 8D8-8EA, the Government of Timor Leste expressed its support to
the continuous implementation of the SDS-SEA and announced their provision of financial support to

PEMSEA amounting to USDso,000 annually for 2018 and 2019,

Financial Conitribuiion for the Implementation of the Center’s Re-engineering Plan

MNR places high importance on the cooperation with PEMSEA and will continuously support the
implementation of SDS-SEA by contributing RMB1,000,000 to PEMSEA in 2019, In order to better gear-
up the implementation of SDS-SEA in China, RMB500,000 was allotted to facilitate the programs and
activities conducted by PEMSEA and the remaining EMB500,000 was for the capacity building activities of
China ICM management and technical personnel. This is to concretize the smooth implementation of the
SDS-5EA in China, promote the capacity building of the Center and further the development of 1CM at local

level.

gvernment of Japan
Sustainmbde Developmient Stralegy for the Seas of East Asia (SDE-5EA)

Az part of the Cost Sharing Agreement (CSA) executed between the donor national agency and UNDP, as
the instrument for cash contributions to support the Center's secretariat services for the purpose of
implementing the S0S-SEA, UNDF receives and administers the payment of contributions from the
Ministry of Land Infrastructure and Transportation, Government of Japan in accordance with its rules,
regulations and directives.
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Developing Project Proposals for Targeted Research on Marine Biodiversity Conservation and
Management in the East Asion Seas (EAS) Region

The project objective is to identify at least three (3) targeted research proposals in support of improved
marine biodiversity conservation and management in selected countries in the EAS Hegion, including
required resources and information,

!l\- ; I E E-
In ling with the commitment it made during the sixth East Asian Seas Partnership Council Maating, the
Government of Singapore committed to contribute $20,000 on annual hasiz

Coastal Management Center (CMC)

PEMSEA and CMC have been dosely collaborating over the past 20 vears for the sustainable development
of the marine and coastal resources in East Asian reghon, including joint initiatives on project development
and management, marine pollution menitoring, special skills training of participants from national and

lacal governments, publication and dizsemination of scientific and technical materials, resource
mobilization, and co-organization of a regional Youth Forum at the EAS Congress 20060

Pursuant to the Letter of Cooperation and Partnership Operating Arrangement signed on

December 16, 2006 and Memorandum of Agreement signed on June 14, 2008, PEMSEA and CMC haive
identified areas for eollaboration and will undertake collaborative activities relative to the ohjectives and
targets of the SDS-5EA, consistent with the programs and objectives of both organizations,

United Natjons Eovi P (UNEF]
Project Cooperation Agreement

UNEP and PEMSEA have agreed to cooperate to implement the project entitled "Global foundations for
reducing nutrient enrichment and oxygen depletion from land-hased pollution, in support of Global
Nutrient Cyele.” With reference to this sgreement, PEMSEA will be responsible for the development of
nutrient reduction strategies through application of quantitative source-impact modelling and best
practices in Manila Bay Watershed. This agreement is effective until 2015 and was subsequently extended
until 2010,

Fol and Aziteultine0 szation of the United Nations (FAD)
Exploring Source to Sea (325) Potentials in the Philippines and the East Asio Seas

The Source to Sea framework offers an approach that recognizes the need for integration and genuine cross
sectoral decision making that balances complex economic, social and environmental dimensions. 525
permits a high degree of flexdbility to focus on the key priorities of critical basin and landscapes. This
include, the impacts of pesticides on coastal and marine fisheries, the impacts of intensifying irrigation on
water availability 1o urban areas, and the impacts of land-use changes on downstream water quality.

Western and Central Pacific Fisheries Commission (WCPFC)

WOCPFC and PEMSEA have agreed to cooperate 1o implement the project of developing and implementing
the West Pacific and East Asian Seas (WPEA) project portal and monitoring & evaluation reporting svstem.,
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Egrea Institute of Science and Technology (KIOST]

Organization of 2018 East Asian Seas Congress Partnership Hub Session on Ocean Energy -
the Fulure of Blue Economy

In this workshop, the success stories of the ocean energy development as well as up to date

governmaent policies will be presented in suppaort of the ocean energy development around the globe.
The caze studies in the East Azian Seas region will be highlighted, The rolez and contributions of

pseean energy in the Blue Economy are also delved inta,

Center for Southeast Asian Studies
ASEAN- Norwegian Capacity Building Project for Reducing Flastiec Pollution

This iz a regional capacity building project fanded by the Norwegian Government to Combat Marine
Litter for the period 2019-2022.

DENE RB JIMS

PEMSEA and DENR works towards the design, development, installation and system implementation &
suppoct to DENK users of web-based River Basin Integrated Information Management System (RE-1IMS).

Note 11 - Project expenses
The components of project expenses for the vears ended December 31 are as follows:
Notes 2019 2018
Direcl projacl expenses
Subeonirac 926,855 1,064,745
Personnel cost 2] 569,544 733,521
Training 228,111 270,790
Consultancy foes 156,203 408,664
Travel and meetings 148 068 239,522
Other direct costs 61,997 71,998
2,091,779 2,794,240
Indirect project expanses
Personnel cost o 157,616 217 642
Travel and meetings 24,230 9316
Depreciation and amortization 5 4,316 4,318
Owverhead 3,710 45178
Consultancy fees - 53,171
189,872 329,623

2.281,651 3,123 863

Personnel cost amounting to USD123,371 and USDéz 383 presented under direct and indirect project
expenses respectively, has been covered by the PEMSEA fund,
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Notc 12 - General and administrative expenses

The components of general and sdministrative expenses for the years ended December 31 are as follows:

Moles 2019 2018
Ofice space rental 170,075 178,700
Parsonnel cost g 50,981 87,034
Travel and meeting 23845 BGA,535
Janitorial and security servces 22358 19,861
Consultancy 22,185 214,113
Utilities 21,665 38,325
Dapraciation and amortization 6 9,708 8,551
_Owerhead 2,815 16,504
333.433 631,623
Note 13 - Other income, net

The components of other income, net for the vears ended December 31 ane as follows:
Note 2019 2018
Trairnng fees 78,182 263,116
Inferest income 2 3,385 3,249
Foreign exchange (loss) gain, net {2,007) 35
Chihers 7049 -
BD,269 266,400

Net foreign exchange loas debited to statements of receipts and expenses for the vear ended
December 31, 2019 amounted to USD2,007 (2018 - USD35 gain), of which net unrealized foreign exchange
gain amounted to USDa, 867 (2018 - USD116 loss),

Others pertain to vanious miscellaneous income including the forfeiture of retirement benefits relating to the
defined contribution portion of the plan and unrealized foreign exchange gain on retirement benedits,

Note 14 - Related party transactions
Compensation and other short-term benefits of key management personnel amounted to USDi31,678 in

201y (2018 - USD143.416) and is included under project expenses sccount presented in the statements of
reeeipts and expenses (Mote 11).

There are no retirement benefits of key management personnel for the year ended December 51, 2019 and
2018 which is included under project expenses aceommt in the statements of receipts and expenses (Note 11).

The Center has contributions to the retirement plan known as PEMSEA Resource Facility Pansion Fund, 3
trustee plan covering its regular emplovees. The contributions to the retirement benefit plans are
determined by management based on the recommendations from the actuary,
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Estimates, assumptions and judgements are continually evaluated and are based on historical experience
and other factors, including expectations of future events that are believed to be reasonable under the
circumestances. In the process of applyving the Center's accounting policies, management has made the
following key estimates, assumptions and judgments and the related impact and associated risks in the
financial statements:

a) Critical accounting estimates and assumptions

o [Teeful lives of property and equipment (Nobe 5)
= Retirernent benefit obligation (Note g)

b} Critical judgments in applying the Center's accounting policies

s Recoverability of recetvables (Note 3)
= Impairment of property and equipment (Note 5)
FuncHonal currency

The primary ic environment in which the Center operates is normally the one in which it mainky
generates and expends cash, In determining its functional corrency, the Center considers as primary
indicators the currency in which receipts and dishursements fram the operating activities ane usually made.
Additional indicators which mav provide evidence of functional currency are alsn congidered like the
currency in which funds from financing activities are generated and the curreney in which recsipts from
operating activities are usually retained.

When indicators are mixed and the functional currency is not obvious, management uses its judgment to
determine the functional currency that most faithfully represents the economic effects of the underlving
transactions, events and condiions. A= part of this approach, management gives priority to the primary
indicators before considering the additional indicators, which are designed to provide additional
supporting evidence to determine an entity’s funchional currency, The Center's financial performance and
results and operations are measured and reported to the Partnership Council in US Dollars.

Based on its assessment, management has ascertained that US Dollar is the functional currency of the Center.

The Center's overall sk management program focases on the unpredictability of financial markets and
seeks to minimize potential adverse effects on the Center's financial performance.

The Partnership Couneil is responsible for the overall risk management approach and for approval of risk
strategies and principles of the Center.

The Center's activities expose it to a varety of financial nsks: market risk {(mainly foreign exchange risk),
credit risk, liguidity riak and other market price risk.
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Details of the Center's financial assets and liabilities as at December 31 are as follows:

MNoles 2018 2018
Financial assels measured al amorized cost
Cash 2 2,882,978 2,546,680
Receivables 3 14 577 04,055
Other non-curmant assats 8 74,998 a1, 7a7
Financial asset at fair value through athar
comprehensive income (FVOCIH) 4 171,265 155,032
3,143 816 2 888 464
Financial kability at amortized cost
Accrued expenses and other liabilities 7 376,248 66,808

i6.1 Market risk

Foreign currency exchange risk

Foreign currency exchange risk arises when fulure commercial transactions and recognized azsets and
liabilities are denominated in a currency that is not the Center's functional currency.

The Center's foreign currency exchange risk exposure arizes mainly from purchazes of goods and services
where the resulting payables are denominated in foreipn currency, particulady Philippine peso.

Management monitors the timing of pavments of foreign currency-denominated monetary assets and
liahilities to ensure that the Center is not unfavorably exposed to fluctuations of foreign exchange rates.

The Center's monetary assets and liabilities denominated in Philippine peso as at December 31 are as
follows:

2019 2018
Cument assels

Cash Php6,188.310 FPhpd, 241 6589
Receivables B4 451 1,308.784
6,272,761 5,551.483

Mon=cument asseal
Other non-current assel 3819834 3343 B3z
Total assets 10,092,585 5.895315

Current Liabilities
Accrued expenses and other liabililies (5,166,369) (6,708,720)

Php4.926.226 Php2 185,585

Wet foreign curmency-denominated assats
usD agui‘uﬂ&nt

The exchange rates in Philippine peso as at December 31 are as follows:
Average Hale Spol Rate

USD96.807 __ USD41.604

Year
1o 51.84 50.84
_W'1E &2 &7 52 42

Foreign exchange rates are based on the published operational rates of exchange by the United Nations
treasury.
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A reasonable pussible change in foreign currency exchange (U'S Dollar versus foreign currency) would
lead to the following movements in receipts and expenses:

2018 2018
Met foreign currency denominated assets Phpd 926,226 Php2, 185,535
Reasonably possie changes in exchange rates {0.18) 0.13
Effect on receipts for the year and squity LISD306 (US0a09)

The reasonable possible change in foreign exchange rate used in performing the above sensitivity analysis is
the change in rate between the US Dollar and the Philippine Peso determined thirty (30) days from
reporting date, by which management is expected to receive or settle the Center's significant financial

assets or liabilities, respectively,
16.2  Credit risk

Credil risk is the risk that the Center will incur losses because its counterparties fail to discharge their
contractual ohligations.

The Center's expoaure to eredit rizk relates primarily to cash in banks, recetvables and other non-current
assets, To manage the risks, the Center places its cash deposits in reputable commercial banks without
restrictions as to withdrawal and by monitoring the recetvables and other non-current assets on an ongoing

has=is.

The Center’s exposure to credit risk arises from the default of the counterparty, with 8 maximum exposure
equal to the carmying amount of these assets.

The Center has the following financial assets as at December 31, 2019 and 2018 where the expected credit
loss model has been applied:

Basis for
Expecied recognition of
Al gross credit  Netcamying  Internal credit  expected credit
Ciass of financial assets BmMounis losses armount rating loss {ECL)
December 31, 2019
Cash in bank 2,881,073 - 28818973 Perdarming  12-month ECL
Receivables 14 577 - 14,577 Farfarming Lifetima ECL
Chiner non-curment assats 74 05946 - 74,835 Performing  12-month ECL
Tatal 2,971,545 - 2,871,546
Basis for
Expectad recognition of
At grosa credit  Metcarrying  Intermal credit  expecied credit
Class of financial assels amounts losses amount rating loss (ECL)
Dacember 31, 2018
Cach in bank 2 546675 - 2,045 BTS Parforming {2-month ECL
Receiablias 04 9585 - 04 B55 Performing Lifetirme ECL
Orthar non-currenl assels 81,797 - a1.747 Perfarming  12-manth ECL
Total 2.732.427 - 2732 427

Cash presented above excludes cash on hand at December 91, 2009 and 2018 amounting to TTSDi 005
which i= not exposed to credit Fgk.
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{a) Cash in banks

To minimize credit risk exposure, the Center deposits its cash in banks with strong credit ratings. The
Center maintains all of its cash deposits in universal banks with strong eredit ratings to minimize

axposire ko credit risk.

() Recemahles

Receivables are neither past due nor impaired and are fully recoverable as the counterparties are highly
rated financial chligors with whom the Center has excellent repayment experience.

fc) Cther non-current assets

Other non-current assets pertain to emplovees’ contributions which are held in the Center's bank accounts
and are earmarked for the retirement benefits of the Center's emplovees. To minimize credit fsk exposure,

the Center deposits its cash in banks with strong credit ratings.

16.3  Liquidity risk

Frudent liquidity risk management implies maintaining sufficient eash to meet its operating cash
requirements. To limit this risk, management manages assets with liguidity in mind, and monitors future
cash flows and Baquidity.

The Center's objective is to maintain a balance between continuity of funding and flexibility through the use
of operating cash fows. It aims to maintain flexibility in funding its operations through efficient collection
strategies and maintaining sufficient and availshle eash in bank The Center does not maintain credit
facilities from third parties, instead, all funding requirements are obtained from the grantors.

The amounts of financial liahilities disclosed in Note 7 are the contractual undiscounted cash flows which
equal their carrying balances, as the impact of discounting is considered not significant. The center has no
long-term financial habilities as at December 31, 2019 and 2m8.

1.4 Other market price risk

Other market price risk arises from the financial assets at fair value through other comprehensive income
(FVOCT) held to fund the retirement obligation onece it falls due. Changes in fair value of FVOCT are
reeognized in other comprehensive income. Market price risk related to these financial assets was

assessed o be insignificant.
Fair value of financial nstruments

The carrving amounts of financial assets and lisbilities presented in the statements of financial position
approximate their fair values at the reporting date. The impact of discounting on the fair valee
calculation is deemed not significant as financial assets and liabilities generally have short-term

maturities,
Foir vahie hierarchiy

The fair value of FVOC] is determined by reference to quoted bid price at the reporting date, which is
classified under Level 1in the fair value hierarchy.

Leval 1 Level 2 _Level 3 Total
Decamber 31, 2019 171,265 . - 171,265
Decembar 31, 2018 165,032 - - 155,032
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16.5 Fund management

The Center's equity isﬂmnpnmd-u-fﬁmd balance as shown in the statements of financial position.
Management's objective in managing its fund is to safeguard the Center’s ability to continue as a going
sonoarn g0 it can sustain its drive to provide services,

In erder to maintain or adjust its fund structure, the Center may obtain funding from other partner
eotntries. In line with its fund structure policy, the Center performs cash management on 2 monthly
hasiz and strictly implements work plan and budget preparation and evaluation to ensure the Center's
fund iz sufficient to meet its operating requirements.

The Center is not subject to externally imposed capital requirements.

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

17.1  Basis of preparation

The financial statements of the Center have been prepared in accordance with Philippine Financial
Reporting Standards {PFRS). PFRS is based on International Financial Reporting Standards (IFRS)
issued by the International Accounting Standards Board. The term PFES in general includes all
applicable PFRS, Philippine Accounting Standards {PAS), and interpretations of the Philippine
Interpretations Committee (PIC), Standing Interpretations Committee (SIC) and International Financial
Reporting Interpretations Committee (IFRIC) which have been approved by the Financial Reporting
Standards Council (FRSCY and adopted by the SEC.

The linancial statements have been prepared under the historical cost convention, as modified by the
reveluation of financial assets at fair value through other comprehensive income.

The preparation of financial statements in conformity with PFRS requires the use of certain critical
accounting estimates. It also requires management to cxercise judgment in the process of applying the
Center s accounting policies, The arcas involving higher degree of judgment or complexity, or areas
where assumptions and estimates are eonsidered significant to the financial statements, are disclosed in

Mote 15.
Changes in accounting policies and disclosures
New standords, amendments and interpretations adopted by the Center

A number of new standards, amendments to standards and interpretations are effective for annual
perieds beginning January 1, 2019, and none of these have a material impact in the Center’s financial

slatements.

There are no other applicable and relevant standards, amendments or interpretations which are izsuad
and effective beginning after January 1, 2010 that have or are expected to have a significant impact on the
Center's financial statements doring and a1 the end of the reporting period.
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17.2 Financial assets
Classifcation
The Center classifies its financial assets in the following measurement categories:

» those to be measured subsequently at fair value (either through other comprehensive income, or

through profit or loss); and
¢ thoze to be measured at amortized cost.

The classification depends on the Center's business model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gaine and losses will either be recorded in profit or loss or other
comprehensive income. For investments in debt instruments, this will depend on the business modsl in
which the investment is held. For investments in eguity instruments that are not held for trading. this
will depend on whether the Center has made an irrevocable option at the time of initial recognition to
account for the eguity investment at fair value through other comprehensive income.

The Center reclassifies financial assets when and only when its business model for managing those assets
changes.

Financial asset at amortized cost

The Center’s financial assets at amortized cost are non-derdvative financial assets with fixed or

determinable payments that are not quoted in an active market and where the Center’s management has
na intention of trading, These are included in current assets, except for maturities greater than twelve (12)
manths atter the financial reporting date which are classified as non-current assets,

The Center's financial assets at amortized cost comprise of cash, receivables, and other non-current
ansels,

Financial asset at foir value through other comprehensive income (FYOCT)

The Center’s FVOCT are non-derivative financial assets that are either designated in this category or not
clagsified in any of the other categones. They are included in non-current assets unless management
intends to dispose of the financial assets within 12 months from the reporting date. The Center's
invistments in investment funds are classified under this category (Note 4).

Recognition and measurement

Financial assets are recognized in the statement of assets, liahilities and fund balanee account when the
Center becomes party to the contractual provisions of the instrument.

Al initial recognition, the Center measures & financial asset at its fair value plus transaction costs that are
directly attributable to the acquisition of the financial asset. Subsequently, assets that are held for
collection of contractual cash flows where those cash flows represent solely payments of principal and
interest are measured at amortized cost. Interest income from these financial assets is included in

finance income using the effective interest rate method.

Derecognifion

Financial assets are derceognized when the nghts to receive cash flows from the financial assets have
expired ar have been transferred and the Center has transferred substantially all the nsks and rewards of
ownership. Any gain or loss arising on derecognition is recognized directly in profit or loss.
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Impairment of finaneial assets

From January 1, 2018, the Center assesses on a forward looking basis the expected credit losses associated
with its financial azsets carried at amortized cost. The impairment methodology spplied depends on
whether there has been a significant increase in credit visk.

Logs allowanees of the Center are measured on either of the following hases:

o 1z2-month expected credit losses (ECLs): these are ECLs that result from default events that are
possible within the 12 months after the reporting date (or for a shorter period if the expected life of

the instrument is less than 12 months); or
+  Lifetime ECLs: these are ECLs that result from all possible default events over the expected life of a

financial instrument or contract asset
Simplified approach

The Center applies the simplified approach to provide for ECLs for receivables. The simplified approach
requires the loss allowance (o be measured at an amount equal to lifetime FCLs.

Megsurerment of ECLs

The measurement of expected credit losses is a function of the probability of default, loss given default
{i.e. the magnitude of the loss if there is a default) and the exposure at default. The assessment of the
probability of default and loss given default is based on historical data adjusted by forward-looking
information as described above, As for the exposure at default. for financial assets, this is represented by

the assets” gross carmrying amount at the reporting date.

Credit-impatred financial assets

At each reporting date, the Center assesses whether financial assets earried at amortized cost are credit-
impaired. A financial asset is "credit-impaired’ when one or more events that have a detrimental impact
on the estimated future cash flows of the financial asset have oreurred.

Evidence that a financial asset iz eredit-impaired ineludes the following observable data:

» significant financial difficulty of the counterparty;
»  a breach of eontract such as a defavlt; or
» it is prohable that the barrower will enter hankraptey or other finanecial reorganization.

Write-off

The gross carrving amount of 8 financial asset is written off (either partially or in full) to the extent that
there is no realistic prospect of recovery. This is generally the case when the Center determines that the
debtor does not have assets or sources of income that could generate sufficient cash flows to repay the
amounts subject to the write-off. However, financial assets that are written off could still be subject to
enforcement activities in order to comply with the Center's procedures for recovery of amounts due.

17.3 Financial liahilities
{a) Classification

The Center classifies itz financial liabilities in the following calepories: (a) financial labilities at fair value
through profit or loss; and (b) financial liabilities at amortized cost. Financial labilities at fair value
through profit or loss ts composed of two sub-categories: financial liabilities classified as held for trading
and financial liabilities designated by the Center as at fair value through profit ar loss upon initial
recognition, Management determines the classification of its financial liabilities at initial recognition.
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The Center did not hold any financial liabilities under category {a) during and at the end of each
reporting period.

Financial liabilities at amortized cost are contractual obligations which are either to deliver cash or
another financial asset to another entity or to exchange financial assets or financial liabilities with
another entity under conditions that are potentially unfavourable to the Center. They are included in
current liabilities, except for maturities greater than 12 months after the reporting period which are
classified as non-current liabilities.

The Center's financial labilities at amortized cost consist of accrued expenses and other liabilities (Note 7).

(b} Recognition and measurerment

The Center recognizes a financial liability in the statement of financial pesition when the Center becomes
a party Lo the contractual provision of the instrument.

Financial labilities are initially measured at fairvalue plos transaction costs and are subsequently
measured at amortized cost using the effective interest method.

fc) Derecogrition

Financial liabilities are derecognized when extinguished i.e, when the obligation is discharged, cancelled
or expired.

17.4  (dfsetting of financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financinl position
when there is a legally enforceable mpht to offset the recopnized amounts and there is an intention to settle
on & net basie, or realize the agsel and settle the lability simultaneously. The legally enforceable right must
not be contingent on future events and must be enforceable in the normal eourse of business and in the
event of default, insolveney or bankruptey of the Center or the counterparty,

The Center has no existing right to offset financial assets and liahilities in the vears ended
December 31, 2009 and 2018,

17.5 Fair value measurement

Fair value is the price that would be reeeived to sell an asset or paid to transfer a liahility in an orderly
transaction hetween market participants at the measurement date,

The fair value of financial and non-financial liabilities takes inlo account non-performance risk, which is
the risk that the entity will not fulfill an obligation.

The Center classifies its fair value measuremernts using & fair value hierarchy that reflects the significance
of the inputs used in making the measurements. The fair value hierarchy has the following levels:

«  guoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);
«  imputs other than quoted prices included within Level 1 that are observable for the asset or liabitity,

either directly (that is, as prices) or indirectly (that is. derived from prices) (Level 2); and
inputs for the asset or liability that are not based on obhservable market data (that s, unobservable

inpats) { Level 3).

The approprate level is determined on the basis of the lowest level input that is significant to the fair
value measurement.
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The fair value of finanecial instruments traded in active markets is based on quoted market prices at the
reporting date. A market is regarded as active if quoted prices are readily and regularly evailable from an
exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices
represent sctual and regularly oecurning market transactions on an arm's length basis. The guoted
market price naed is the current bid price. These instruments are inchidad in Level 1.

The fair value of financial instruments that are not traded in an active market (for example, over-the-
counter derivatives) is determined by using valuation techniques, These valuation techniques maximize
the use of observable market data where it is available and rely as little as possible on entity specific
estimates. [f all significant inputs required to fair value an instrument are ohservable, the instrument is

included in Level 2

If cne or more of the significant inputs is not bazed on observable market data, the instrument is
included in Level 3.

The Cenler uses valuation techniques that are appropriate in the cireumstances and applies the
technique consistently, Commonly used valuation techniques are as follows:

*  Market approach - A valuation technique that uses prices and other relevant information generated
by market transactions involving identical or comparable (i.e., similar) assets, liabilities or a group
of assets and liabilities, such as a business,

= Income approach - Valuation techniques that convert future amounts (e.g., cash flows or income and
expenses) o a single current (Le., discounted) amount. The Fair value measurement is determined on
the basis of the value indicated by current market expectations about those future amounts,

= Costapproach - A valuation technique that reflects the amount that would be required currently to
replace the service capacity of an asset (often referred 1o as current replacement cost).

Az at December 31, 2019, the Center's financial asset at fair value through other comprehensive income
CFVOCT) amoount to USDe7y, 265 (2018 - TSDigs,042). Other than these investments, the Center has no
ather financial assets and liahilities carried at fair value during and at the end of each reporting period.
The carrving amounts of the remaining financial assets and liahilities (Note 16) approximates their fair
values as the impact of discounting i= not considered significant considering that the remaining
significant financial assets and lishilities generally have short term maturities.

176 Cash

Cash includes cash on hand and deposits held at call with banks, These are carried in the statement of
financial position at face amount or at nominal amount, which approximates its amortized cost using the
effective interest method. Bank deposits eam interest at prevailing bank deposit interest rate.

Relevant accounting policies for dassification, recognition, measurement, impairment and derccognition
are presented in Note 17.2.

17.7 Receivables

Receivables pertain to funds receivables from pariners and other projects, which are expected to he
collected upon demand.

Receivables are recognized initally at fair valoe and subsequently measured at amortized cost ueing the
effective interest method, less any provision for impairment

Relevant accounting policies for classification, recognition, measurement, impairment and derecognition
are prescnted in Mote 17.2
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i7™.8 Other assets

Other assets are contributions from emplovees has been held in the Center's bank account and are
earmarked for the refirement benefits and measured 2t nominal amoants,

Relevant accounting policies for classification, recognition, measurement, impairment and derecognition
are presented in Note 17.2.

17.0  Property and equipment

Property and equipment are recognized at cost upon initis! recognition. Cost includes expenditure that is
directly attributable to the acquisition of the items, Following the initial recognition, all items of property
and equipment are recorded at cost less accumulated depreciation and amortization, and provision for
impairment, if any.

Subsequent costs are included in the carrying amount of assets or recognized as a separate asset, as
appropriate, only when it is probable that the future economic benefits associated with the itern will flow
Lo the Center and the cost of the item can be measured reliably. The carrying amount of the replaced part
iz derecognized. All other repairs and maintenance are charged 1o receipts and expenses during the
financial period in which they are incurred.

Depreciation and amortization are computed wsing the straight-line method over the estimated useful lives
of the related assets as follows:

Building improvemants b yearg
Computer equipment 3 years
Cifice aguipmeni J yaars

Fully depreciated asseis are retained in the property and equipment until these are retired.

The assets' residual values and useful lives are reviewed and adjusted, as appropriate, at each financial
reporting date. An asset’s carrying amount is written down immediately to its recoverable amount if its
carTying amount is greater than the its estimated recoverable amount (Note 17.10).

An item of property and equipment is derecognized upon dispesal or when no future economic benefits
are expected from its use or disposal at which time the cost and the related accumulated depreciation and
amortization are removed from the statement of financial position. Any gains or losses arising on
derecognition of the asset, calculated as the difference between the net disposal proceeds and the
carrying amount of the asset, are recognized in receipts and expenses.

17.10  Tmpairment of non-Mnancial assets

Aszsets that are subject to depreciation and amortization are reviewed for impairment whenever events or
changes in circumstances indicate that the carrving amount may not be reeoverable. An impairment loss
is recognized for the amount by which the asset's carryving amount excecds its recoverable amount, The
recoverable amount is the higher of an asset's fair valoe less costs to sell and value in use. For the
purposes of assessing impairment assets are grouped at the lowest levels for which there are separately

identifiable cash flows {cash-generating units).

Non-financial assets other than goodwill that suffered impairment are reviewed for possible reversal of
impairment at each reporting date. Where an impairment loss subsequently reverses, the carrving
amount of the asset or cash-geperating unit is increased to the revised estimate of its recoverable
amount, but the increased carrving amount should not exceed the carrying amount that would have heen
determined had no impairment loss been recognized for the asset or cash-generating unit in prior vears.
A reversal of an impairment loss is recognized in receipis and expenses.
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1711  Accrued expenses and other liabilities

Accrued expenses and other liahilities are obligations to pay for goods or services that heve been acquired
in the ardinary course of business from suppliers. Accrued expenses and other liabilities are elassified as
current liabilities if payvment is due within one vear or less. If not, they are presented as non-current

liahilities.
The relevant policies on classification, recognition, measurement and derecognition are disclosed in
Note 17.3.

17.12  Provisions

Frovisions are recognized when the Center has a present legal or constructive ohligation as a result of
past events, it is probable that an outflow of resources will be required to settle the obligation, and the
amount can be reliably estimated. Provisions are not recognized for future operating losses,

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

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

Provisions are reviewed al the end of reporting period and adjusted to reflect the current best estimate. T
itis no longer probable that an outflow of resources embodying economic benefits will be required o
settle the obligation, the provision is reversed and derecognized from the statcment of financial posttion.

17.13 Emplovee benefits
{a)  Short-term benefits

Acerual for employee benefits is made for benefits ascruing to employees in respect of wages and salaries,
vacation leave and sick leave when it is probahle that settlement will be regoired and they ane capable of
being measured reliably. Aceruals made in respect of employes benefits expected to be settled within 12
months are measured at their nominal values using the remuneration rate expected to apply at the time
of settlement. Accruals made in respect of employves benefits which are not expected to be setthed within
12 months are measured at the present value of estimated future cash outflows to be made by the Center

in respect of services provided by employess up to the finandial reporting date.

(h)  Retirement benefit abligation

The Center has both defined benefit and defined contribution plans. A defined benefit plan is a pension
plan that defines an amount of pension benefit that an emploves will receive on retirement, wsually
dependent on one of more factors such as age, vears of service and compensation. A defined
contribution plan is a pension plan under which the Center pays fived contributions into a separate fund.
Under a defined contribution plan, the Center has no legal or constructive obligations to pay further
contributions if the fund does not hold sufficient assets to pay all emplovess the benefits relating to

emploves service in the current and prior pericds.
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(i} Defined benefit plan

The defined benefit obligation is calculated annually by independent actuaries using the projected unit
credit method. The present value of the defined benefit obligation iz determined by discounting the
estimated future cash outflows using interest rates of governmeant bonds that are denominated in
Philippine Peso, and that have terms to maturity approsdmating the terms of the related retirement

henefit obligation.

The liahility recognized in the statement of financial position in respect of funded defined benefit plan is
the present value of the defined benefit obligation less the fair value of plan assets at the end of the

reporting period.
Remeasurement gains and losses arising from experience adjustments and changes in actuarial

assumptions are charged or credited directly to other comprehensive income under remeasurement gain
or loas in the period in which they arise.

All past service costs are recognized immediately in receipts and expenses.

The interest coet is ealeulated by applying the discount rate to the balance of the defined benefit
obligation. This cost is included as part of retirernent benefit expense recognized in receipts and expenses.

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in benefit that
relates to past service or the gain or loss on curtallment is recognized immediately in receipts and
expenses. The Center recognizes gains or losses on the settlement of a defined benefit plan when the

settiement ocours.
(ii}  Defined contribution plan

For the defined contribution plan, the Cenler pays contributions to a separate and allocated fund
established to contributions made by the employees and the Center for the employees’ behalf. The Center
has no forther payment cbligations onee the contributions have been paid. The contributions are
reccgnized as employee benafit expense when these are due, Forfeitures of the Conter's contributions are
recognized a3 other ineome on the year of forfeiture.

c) Termination benefits

Termination benefits are payable when employvment is terminated before the normal retirement date, or
when an employes sccepts voluntary edundancy in exchange for these benefits. The Center recognizes
termination benefits when it is demonstrably committed to either: terminating the emplovment of
current emplovees according to a detailed formal plan without possibility of withdrawal: or providing
termination benefits as a result of an offer made 1o encourage voluntary redundancy.

17. 14 Related party relationships and transactions

Kelated party relationship exists when ene party has the ability to control, directly, or indirectly through
one or more intermediaries, the other parly or exercises significant influence over the other party in
making financial and operating decisions. Such relationship also exists between and/or amang the
reporting enterprises and their key management personnel, directors, or their sharcholders. In
eonsidering each possible related party relationship, attention is directed to the substance of the

relationship, and ot merely the legal form.
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17.15 Fund balance

Fund balance account includes all net assets received from the grantors. At the end of each accounting
period, the Center closes its books and transfers excess of receipts over expenses to fund balanee account.

17.16 Receipts recognitions
() Granfe and deferred grants

Grants are initially recognized as deferred grant upon receipt and are then recognized as income to the
extent of the expenses incurred for the year in accordance with the conditions associated with the prant as

provided in the grant agreements. At project completion date, any excess funds are returned to the
grantors, unless otherwise agreed by both parties that the excess be retained by the Center and therefore

recognized as income.

(b} Donations

Donations are cash contributions that are free from conditions or requirements from the donors and are
recognized in the period received,

()  Inferest income

Interest income is recognized as it accrues, taking into account the effective vield on the asset and is
presented net of applicable tax,

(d) Training fees and other income
Training fee and other mcome is recognized when earmed.

17.17 Costs and expenses

Coats and expenses are recognized in receipts and expenses when a decrease in future economic benefit
related to a decrease in an asset, or an increage in a liability has arsen, that can be measured relisbly.

Costs and expenses are recognized

a} onthe hasis of a direct association between the costs ineurred and the earning of specific items of

ireome:;
h} on the basis of systematic and rational allocation procedures (i.e. when economic benefits are

expected to arise over several accounting periods and the association with ineome can only he

broadly or indirectly determined); or
¢) immediztely {i.e. when an expenditure produces no future economic benefits or when, and to the
extent that future economic benefits do not qualify, or cease to qualify, for recognition in the

statement of financial position).
Costs and expenses are presented in receipts and expenses according to their function.
7.18 Foreign currency transactions and translation
{a) Functional and presentation currency
Items included in the financial statements are measured using the currency of the primary economic

environment in which the entity operates (the "functional currency”). The financial statements are
presented in US Dollar, which is the Center's functional and presentation currency.
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(k) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
provailing at the date of the transactions. Foreign eurrency exchange gains and losses resulting from the
settlement of foreign cumrency transactions and from the translation st year-end exchange rate of
menetary assets and liahilities denominated in foreign currencies are recognized in receipls and expenses.

17.10  Subsequent evenls

Fost vear-end events that provide additional information about the Center's position at reporting date
{adjusting events) are reflected in the financial staternents. Post vear-end events that are not adjusting
events are disclosed in the notes to the financial statements when material.

In addition to the disdosures mandated under PFRS, and such other standards and/ or conventions as may
be adopted, companies are required by the RIR to provide in the notes lo the Anancial statements, ceriain
supplementary information for the taxable year. The amounts relating to such supplementary information
may i necessarily be the same with those amounts disclosed in the financial statements which were

prepared in accordance with PFRS.

As disrussed in Note 1 to the financial statenents, the Center enjovs a number of tax incentives pursuant to
the Agreement signed by the Executive Director of PEMSEA, and the Secretary of the Department of

Foraign Affairs on July 31, 2012,

On September 2012, the BIR issued the Certificate of Concurrence by Concerned Ageacies and Officials
agreeing to the requested action on the ratification of the above Agreement and, through BIR Revenue
Memorandum Circular Mo, 31-2013 issued on Apnl 12, 2013, the BIR catcgorized PEMSEA asan
international organization.

Accordingly, mformation on the withholding taxes, taxes paid during the vear, input value-added taxes
(VAT) claimed, outpat tax declared during the year, the amount of import and amount of custom duties
and tariff fees paid or aceroed, the amount of excise taees, documentary stamp taxes and other loeal taxes

and kax cases are not applicable.

As at December 31, 2010, the Center has no pending fax cases in oot nor has received fax assessment
notiees from the BIE.
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Bagis of Preparation

The supplementary information presenting grants and expenses per project have been prepared using the
following basis:

*  expenses are recognized when incurred;

o grants are recognized when recemved; and

« cxpenditure for the acquisition ef inlangibles and property and equipment are recognized when
paid.

Accordingly, the supplementary information is not intended to present results of operations in conformity

with PFRS.

Eeporting Framewark
The supplementary information presenting grants and expenses per project have been prepared using cash

and accrual basis of accounting. Grants and acquisition of property and equipment is recognized using the
cash basis of accounting while expenses are recognized nsing the aocrusl basis.

Cost Shanng Agreement

The Center provides the secretariat services as well as technical services in the EAS Partnership Council,
EAS Congress and various activities. A number of countries have made a cormmitment to support the
operations of the Center, through financial and in-kind contributions. The 11th Project Steering Committes
{PSC) approved the Cost Sharing Agreement (CSA) executed between the donor national agency and

L'NDP as the instrument for cash contributions to su the Center's secrefariat services for the purpose
of implementing the SDS-SEA. UNDP recerves and aﬂnmﬁrs the payment of contributions in accordance

with its rules, regnlations, and directives.

The UNDF is respongible for the execution of the project, by applying and enhancing the technical
resourees of the Center, with guidance from and in coordination with the EAS Partnership Council and EAS

Congress. EAS Partnership Council serves as the PSC

UNDF receraed USDizs, 000 representing cash contributions both for 2016 and 2015 from the Ministry of
Land Infrastructure and Transporiation, Government of Japan.

ohal Envi
The expenses incurred under GEF project comprise of the following components:

2019 2018
Healthy and Resilient Marine and Coastal Ecosystems 961.028 1,085.576
Partnerships in Coastal and Ccean Governance 20 B6S 066,067
Innovative Financing Mechanisms 178,698 -
Project Management 65,342 51,269
The Implamentation of the Arafura and Timor Seas Regional and
Mationad Siralegic Action Programme (ATSEA 2) 45173 -
Integrated River Basin Management 12,010 152,935
Knowledge Platform for Building an Ocean-based Blue Economy s 300,025
1,550,116 2135872
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Undes the GEF/UNDP/PEMSEA Project on Scaling up Implementation of the SDS-SEA, the project will
foeus on four key components, namehy:

Component 1: On Partnershipa in Coastal and Ocean Governance

This component aims to enable a self-sustaining, country-owned regional mechanism governing the
LMEs in the East Asian region, including partnerships with other regional and sub-regional governance
mechanisms: adoption of ocean policy, legal instruments and institutional improvements by national and
local governments: and innovative financing mechanisms for the continuing support services required by

countries for SDS-5EA implementation.
Component 2: On Healthy and Resilient Marine and Coastal Ecnsystems

This component aims to increase aneal extent of healthy and resilient habitats through conservation-
locused ICM programs; by improving management of over exploited and depleted fisheries: reducing
discharge of pollutants from land-hased activities and improving water use efficiency and conservation:
increasing preparedness and capability of coastal communities to respond to natural and man-made
hazards; and use of economic and investment instruments to generate funds to rehabilitate and sustain

coastal and marine ecosystem services.

Component 3: On Enowledge Platform for Building an Ocean-based Blue Economy and Innovative
Finaneing Mechanisms

This component aims to develop a knowledge platform for building a sustainable ocean-based blue
economy by catalyzing resource allocation for ICM, CCA/DRE and SAP/NAP implementation at national
and sub-regional LME levels In the East Asian region, in partnership with the YSL and WCPFC
projects under the GEF/UNDP program framework entitled "Reducing Pollution and Rebuilding
Degraded Marine Resources in the East Asian Seas throvgh Implementation of Intergovernmental
Agrecments and Catalyzed Investments"; the 6 projects under the GEF/World Bank program
framework entitled "Applving Knowledge Management to Scale up Partnership Investments for
Sustainable Development of Large Marine Ecosystems of East Asia and their Coasts™; GEF TW Learn:

and other relevant regional and global KM networks,
Component 4: Integrated River Basin Managemen
This component aims to enhance the water/food fenergy ecosystem nexus and application of the source-

to-sea approach by piloting and upscaling of TREM in national river basins, which transport upstream
and downstream pollutants affecting coastal ecosystems and resources of seas and oceans.

Froject Managemen!
This component involves project management and eoordination, financial management, office
administration, and human resources management.

%WM&W&M and Nutional Strategic Action
ogramme (ATSEA 2)

This component aims to enhance sustainable development of the Arafura-Timor Seas (ATS) region to
protect biodiversity and improve the quality of life of s inhabitants through conservation and
sustainable management of marine-coastal ecosystems (as indicated in the SAP),
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