Treasury Monthly Budget Report - August 2017

Extracted from Government Financial Statistics (GFS) on 13" October 2017

ISummary

In August, Government recorded a net operating surplus of VT 283.3 million. The total Government net operating
balance recorded by the end of August 2017 is a surplus VT 1,763.7 million which is equivalent to 2.2 percent of GDP.

The net operating balance for Government operations, excluding donor funds, in August was a surplus of VT 580.1
million. The total year to date operating balance recorded is a surplus of VT 2,154.8 million equivalent to 2.7 percent
of GDP.

l Government Revenue

In August, the Government collected VT 2,058.6 million revenue which is 32.2 percent more than what was collected in
August 2016 (VT 1,557.2 million). At the end of August 2017, the total Government revenue collections were VT
14,153.8 million, 77.1 percent of the budget target ( VT 18,354.0 million), 3.5 percent more to what was collected in
the equivalent period last year (VT 13,678.7 million).

VAT which is the biggest source of Government revenue was VT 815.8 million in August, totalling up to VT 4,673.1
million representing 72.4 percent of the budget target (VT 6,451.3 million). This is a 21.6 percent increase from VAT
revenue collected up to August 2016 (VT 3,842.2 million). Import duties, second biggest source of revenue for the
Government, collected VT 340.4 million in August, totalling up to VT 2193.2 million. This is 75.5 percent of the budget
target (VT 2,905.1 million) and an increase of 9.2 percent relative to the amount collected up to August in 2016 (VT
2,009.3 million). Excise tax collected in August 2017 was VT 121.7 million. Total collections from Excise tax up to
August 2017 is VT 1,577.6 million, which signifies 77.3 percent of the budget target (VT 2,039.7 million) and is 3.2
percent more than what was collected until August last year (VT 1,529.2 million).

Among other revenue constituting fees and charges, Vanuatu Development Support Program (VDSP) and Vanuatu
Contribution Programme (VCP), together collected VT 1,375.2 million by the end of August. In 2017, VERP, VDSP and
VCP? have collectively brought VT 1,842.8 million which is 90.9 percent of their budget target (VT 2,028.5 million).

I Government Expenses

The month of August saw Government expenses standing at a total amount of VT 1,478.5 million. This is an increase
of 24.8 percent compared to the Government spending in the same period of the previous year (VT 1,184.3 million). To
date, Government expenses recorded VT 11,999.1 million representing 62.0 per cent of the budget target (VT 19,364.3
million) and an increase of 6.7 percent compared to total Government spending up to August in 2016 (VT 11,249.5
million) . In June, a supplementary budget of VT 1,828.3 million was appropriated towards Government operations and
payroll for the budget year 2017.

The total Government expense is controlled and in line with the budget target. However, there are some major spending
items which includes;

Allowance-Scholarship ( VT 372.1 million against a budget target of VT 263.4 million)
Subsistence Allowance (VT 229.1 million against a budget target of VT 204.6 million)
International Travel (VT 102.5 million against a budget target of VT 130.6 million)
Official Entertainment (VT 70.6 million against a budget target of VT 52.2 million)
Fees-Scholarships (VT 189.4 million against a budget target of VT 212.9 million)
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1 Vanuatu Economic Rehabilitation Programme (VERP) was introduced in 2015 aimed at raising revenue post Cyclone Pam
through fast-track citizenship programme. VERP was phased out by March 2017 to be replaced by similar programmes - Vanuatu
Development Support Programme (VDSP) and Vanuatu Contribution Programme (VCP).




Termination (VT 245.6 million against a budget target of VT 197.4 million)
Contract wages (VT 100.7 million against a budget target of VT 2 million)
Responsibility Allowance (VT 18.7 million against a budget target of VT 17.4 million)

YV V V V

Leave Expense ( VT 54.3 million against a zero budget?)

I Government Acquisition of Non-Financial Assets

During the month of August, net acquisition of non-financial assets recorded was worth VT 91.8 million.

I Government Acquisition of Financial Assets

In August, the Government paid off VT 1.8 million worth of external loans. There has been no transaction in domestic
bonds in the month of August.

I Development Budget Highlights

During August, VT 167.8 million worth of grants were received from donors giving the grand total to date of VT 2,897.2
million. The amount represents 35.9 percent of the budget target (VT 8,069.3 million). Major donors up to the end of
August are Australia (VT 627.4 million), World Bank (VT 577.6 million) and A.D.B (VT 299.6 million). Other contributing
donors are greatly acknowledged.

2 The expenses budgeted zero are financed through Recurrent Fund. The amount allocated towards these activities from Budget
Ceiling of each Line Ministry is based on discretion of the respective Line Ministry.




I Key Terminology

Net operating balance is equal to revenue minus expenses and indicates whether the government is able
to sustain its current level of operations. The Government must aim for a surplus.

Net lending/borrowing is often referred to as the fiscal surplus/deficit and indicates whether the
Government is taking out or giving resources from or to the economy.

Expense is a decrease in net worth resulting from a transaction.

Revenue is an increase in net worth resulting from a transaction.

VAT (Value Added Taxes) is the tax on goods or services collected in stages by enterprises but ultimately
charged in full to the final purchasers.

Interest payments and Grants are paid on fixed dates as they are payments to external Government
entities.

Taxes on international trade and transactions are almost all import duties based on Cost, Insurance, and
Freight (CIF) values.

Excise is charged on goods sold in the country regardless of whether they were produced domestically or
overseas.

In terms of revenue, grants refer to funds for donor assisted projects provided by donors and also general
budget support from donors.

The Government operations funded by donors’ numbers represent only revenue and expenses to and
from the Government’s central development fund account. Some donors continue to operate outside the
Government system so these numbers understate the total value of donor support to Vanuatu.

Net acquisition of domestic financial assets is positive when the Government accumulates cash reserves
and negative when it draws down on its overdraft.

Net incurrence of domestic financial liabilities is positive when Government bonds are raised through
auction and negative when they are retired (paid out).

Net incurrence of external liabilities is positive when the Government draws down external loans and
negative when principal on these loans is repaid.

Compensation of employees figures follow the pay days. Vanuatu runs a fortnightly pay system.




I Annex 1: Revenue Trend

Revenue collected in August 2017 is higher than budget target figure predicted through cash flow analysis of fiscal years 2014-16
(Figure 1). This is majorly due to strong collections from VAT and import duties.

Cumulative revenue flow (Figure 2) indicates robust revenue collections relative to the budget target.
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I Annex 2: Expenditure Trend
Expenditure figure for August, 2017 is higher than budget target figure predicted through cash flow analysis of fiscal years 2014-
16.

Cumulative expenditure trend (Figure 4) shows that overall expenses are in track with the budget target.

Figure 3
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I Annex 3: Statement Of Total Government Operations

STATEMENT OF TOTAL GOVERNMENT OPERATIONS

GFS Code  GFS Description

Al

A1l
Al11
Al12
Al13
All4

Alls

All6
A12
413
414

A21
422
423
A4
425
A26
K27
A28
GOB

NOB

A3l
A311
4312
4313
4314
NLB

A32

A321
A322
A323
A33

A331
4332

TRANSACTIONS AFFECTING NET WORTH:
Revenue
Taxes
Taxes on income, profits, and capital gains
Taxes on payroll & workforce
Taxes on property
Taxes on goods & services
o i
Vatbee-Aoired Tar
Eiiee
Taxes on international trade & transactions
Other taxes
Social contributions
Grants
Other revenus
Expense
Compengation of employess
Use of goods and senvices
Consumption of fixed capital
Interest
Subsidies
Grants
Social benefits
Other gxpense
Gross operating balance (1-2+23+N0Bz)
Net operating balance (1-2+NOEz) “

TRANSACTIONS IN NONFINANCIAL ASSETS:

Net Acquisition of Nonfinancial Assets
Fixed assets
Change in inventories
Valuables
Nonproduced sssets
Net lending / borrowing (1-2+NOBz-31)
TRANSACTIONS IN FINANCIAL ASSETS AND
LIABILITIES (FINANCING):
Net acquisition of financial assets
Domestic
Forgign
Menetary gold and SORs
Net incurrence of liabilities
Domestic
Foreign

Budget 2017

26,4233
142440

4712
10,8677

A4
AT
29051

50593
41100
974336
106316
113727

7204

32939
3309
10752
(1,010.3)
(1,010.3)
% of GDP

15054.2
15,542

(16,964.5)
21.3%
(1,828.3)
(18283

15,136.3

15,136.3

Tatal (VT mn)

17,0611
108032

3319
83782

48/
R
21932

28972
32506
15,2874
82246
47803

£339
15451
17637
17637

22%

8383.0
8830

880.7

11%
7124
7124

(168.3)
1052
(2734)

% January
65% 24026
7% 18677
0% 248
7% 16088
[ 047
it 2082
5% 2345
04 923
9% 4427
b6% 17904
59% 6310
42% 4137
88% 232
0% -
4T% 1217
0% 3795
0% 1712
-175% 6122
-175% 6122
0.8%
6% 838
B% 838
5284
0% 5284
0% 5284
4% -
(0.40)

February

2,142.4
1307.0

55.8
3854

Glg0
2095

2628

4932
3122
18353
8879
5416

66.7
4170
2.3

56.8
307.0

307.0
043

1100
1100

1971

1952
1852

(19)

(19)

March

1,807.8
12378

4.2
906.7

jifea)
anzd

2849

1813
3887
1,701.0
7252
56458

2043

1014
100.2
5.2
106.8
106.8
0.1%

(1013)
(1013)

2081

(459.0)
(459.0)

(667.1)
(455.1)
(2120)

April

17183
10708

327
8009

4851
4.2

2372

2636
3788
17596
7390
4140

433

1373
07
3788
(41.3)
(41.3)

£1%

365
365

(77.8)

150.8
1508

2286
2478
(19.2)

May

June

18028 2566.1

11671

305
3804

507.9
1651

256.2

7833
3524
17708
7602
5925

62
64.6
176.3

1710
321

321
0.0%

2201
2201

(188.0)

(216.6)
(2168)

(28.6)

(28.6)

1388.0

445
10471

45.3
4.7

3064

6778
4906
19222
10800
5264

80.0
1201
844

213
643.9

643.9
0.8%

2759
2759

368.0

3581
3561

(9.9)

(89)

July

2,384.6
13273

610
9955

G708
M55

2708

7331
3242
2,565.0
7413
11036

1206

2112
2340
1493
(180.3)
(180.3)
02%

846
48

(265.0)

474
474

3124
3124

August

2,226.5
15276

366
11505

iR
17

3404

1673
5310
19431
7999
5976

836
3713
354

552
2833

283.3
0.4%

1734
1734

109.9

108.0
108.0

(18)

(18)




Treasury Account

I Annex 4: Statement Of Government Operations Which Are Funded By Donors Through The Central

Total (VT mn)

28972

28972

37883
1928
15497

4785
371
03
(391.1)
(3911)
05%

5349
5348

(926.0)

(326.0)
(9260)

% January  February

36%

1
I

36%

41%
43%

3%
TT1%

92.3 4932
923 4932
464.6 3911
391 3
B5.7 2880
821
359.7 136
01

(3723) 1024
(3723) 1021

054 0.4
467 833
457 38

(#19.0) 183

(#19.0) 183

(¢11) 183

STATEMENT OF GOVERNMENT OPERATIONS WHICH ARE FUNDED BY DONORS THROUGH THE
CENTRAL TREASURY ACCOUNT
GFS Code  GFS Description Budget 2017
TRANSACTIONS AFFECTING NET WORTH:
A Revenue 8,069.3
ALl Tares -
ALl Taxes on inceme, profits, and capital gains
AL12 Taxes on payroll & workforce
ALL3 Taxes on property
Al14 Taxes on goods & senvices
s
Vel Tar
Etise
ALl5 Taxes on intemational trade & transactions
ALLE (ther faxes
A2 Social contributions -
A13 Grants 80693
Ald (Other revenue -
A2 Expense 8,069.3
A21 Compensation of employees B75.1
A22 Use of goods and senvices 56698
A23 Cansumption of fixed capital -
A4 Interest
AZ5 Subsidies -
426 Grants 14659
427 Social benefits 1124
A28 Other expense 1462
GOB Gross operating balance (1-2+23+N0Bz)
NOB Net operating balance (1-2+N0Bz) ¥
TRANSACTIONS IN NONFINANCIAL ASSETS:
A3l Net Acquisition of Nonfinancial Assets 15,6548
4311 Fired assets 15,6548
4312 Change in inventaries -
4313 Valugbles
4314 Nonproduced assets -
NLB Net lending / borrowing (1-2+NOBz-31) (15,654.8)
TRANSACTIONS IN FINANCIAL ASSETS AND
LIABILITIES (FINANCING):
A32 Net acquisition of financial assets
4321 Domestic
4322 Foreign
4323 Monetary gold and SORs .
A33 Net incurrence of liabilities 15,654.8
4331 Domestic -
4332 Foreign 156048

March

1813

1813

3126
328
1611

%4
92

(1313)
(1313)
0%

(1184)
(1184)

(129)

(129)
(129)

April

268.6

2636

2052
45
1269

163
23
02
634
634
04%

18.0
180

454

454
4

Mey

2833

2833
5228

350
3230

1569
(2395)
(2395)

03%

189.5
1895

(429.0)

(429.0)
(4290)

June

677.6

677.6

398.3
88,7
1812

9.6
628

2793

2193
04%

2112
2112

68.1

68.1
g8.1

July

7331

1331

5291
37
2989

i
1284

2040
204.0
0.3%

225
225

1815

1815
1815

August

1678

1678

335
2368

1900
43

(296.8
(296.8
04

817
817

(3785

(3785
(3785)




I Annex 5: Statement Of Government Operations Excluding Donors

STATEMENT OF GOVERNMENT OPERATIONS EXCLUDING DONORS
GFS Code  GFS Description Budget 2017  Total (VT mn) %  January February March April May June July August
TRANSACTIONS AFFECTING NET WORTH:
Al Revenue 18,354.0 14,1538 7% 23103 16492 16265 14497 15195 18886 16515 20586
Al Taxes 142440 104032 % 18677 13070 12378 10708 41671 13980 13273 15276
Al11 Taxes on income, profits, and capital gains - - - - - - - - - -
A112 Taxes on payroll & workforce
A113 Taes on property 4712 3319 T0% 246 558 452 327 305 445 610 368
A114 Taes on goods & services 10,867.7 83782 % 16086 9884 906.7 8009 8304 10471 9955 11505
ot
Fale-Aded Tar GAEAT L Pt RCn it FET LAl R HET oy i
Elpise AT o R fgd i fT Had KES T HEF Ltr
A115 Tanes on international trade & transactions 28051 21932 5% 2345 2628 2849 2312 256.2 306.4 2708 3404
Al16 Other tares - -
AL2 Social cantributions
AL3 Grants - - - - - - -
Ald Other revenue 41100 32506 9% 4427 3422 3887 3788 3524 49058 3242 5310
A2 Expense 19.364.3 119991 62% 13258 14442 13884 15544 12480 15239 20358 14785
A1 Compensation of employees 99565 59319 B60% 6419 660.6 6923 7045 1212 10313 707.6 T66.5
A22 s of goods and senvices 57029 31106 55% 3480 2846 4037 28711 2696 3452 8117 3607
A23 Conzumption of fixed capital - -
A24 Interest 7204 6339 8% 232 66.7 2043 493 62 80.0 1206 838
425 Subsidies 0%
A28 Grants 18280 10665 58% 1217 3348 780 1225 B4.6 45 1410 1813
A27 Social benefitz 2215 2457 108% 198 387 B84 124 94 218 105.6 312
A28 Other expense 9290 10105 109% 11 588 52 3788 im0 213 1493 552
GOB Gross operating balance (1-2+23+N0Bz) {1,010.3) 21548 9845 2049 2381 (1047) 2715 3846  (3843) 5801
NOB Net operating balance (1-2+N0Bz) ¥ {1,010.3) 21548 9845 2049 2381 (1047) 2715 3846  (3843) 5801
% of GOP 27% 12% 0.3% 0.3% 2.1% 0.3% 05% L.5% 0.7%
TRANSACTIONS IN NONFINANCIAL ASSETS:
A3l Net Acquisition of Nonfinancial Assets 299 4 3480 116% 371 26.2 171 185 305 64.7 622 9138
4311 Fixed aasets 28941 3480 116% 311 262 171 185 305 4.7 2.2 918
4312 Changs in inventories - - - -
4313 Valuables
4314 Nonproduced assets - - - - - - - - -
NLB Net lending / borrowing (1-2+NOBz-31) {1,309.8) 1.806.7 9474 178.8 2210 (1232) 2410 2999 (4465) 4883
TRANSACTIONS IN FINANCIAL ASSETS AND
LIABILITIES (FINANCING):
A32 Net acquisition of financial assets {1,828.3) 16385 0% 9474 176.9 (446.1) 1054 2124 2900 (1341) 4865
A3z Domestic (1828.3) 16385 0% 9474 1768 (4451) 1054 2124 2900 (1341) 4365
4322 Foreign - - - -
4323 Menetary gold and SORs - - - - - - -
A33 Net incurrence of liabilities {518.5) (168.3) 32% - (19) (667.1) 2286 (28.6) (9.9) 3124 (1.8)
4331 Domestic - 1052 - (4551) 478 - - 3124 -
4332 Foreign (5185) [2734) 05 [19) [212.0) (19.2) (28.8) (9.9) (18)




