Treasury Monthly Budget Report - September 2017

Extracted from Government Financial Statistics (GFS) on 9th November 2017

ISummary

In September, the net operating balance of Government was a deficit of VT 478.7 million. Total Government net
operating balance recorded by the end of September 2017 is a surplus VT 3,596.6 million which is equivalent to 4.5
per cent of GDP.

The net operating balance for Government operations, excluding donor funds, in September was a deficit of VT 198.5
million. The total year to date operating balance recorded is a surplus of VT 2,338.4 million equivalent to 2.9 per
cent of GDP.

B Government Revenue

In September, the Government collected VT 1,420.4 million worth of revenue which is 8.9 per cent less than what was
collected in September 2016 (VT 1,559.2 million). At the end of September 2017, total Government revenue collections
were VT 15,952.7 million, 86.9 per cent of the budget target ( VT 18,354.0 million), 4.7 per cent more to what was
collected in the equivalent period last year (VT 15,237.9 million).

VAT which is the biggest source of Government revenue was VT 551.0 million in September, totalling up to VT 5,224.1
million representing 81.0 per cent of the budget target (VT 6,451.3 million). This is a 20.2 per cent increase from VAT
revenue collected up to September 2016 (VT 4,342.9 million). Taxes on international trade and transactions
constituting import duties and export duties is the second biggest source of revenue for Government. It collected VT
237.5 million in September, totalling up to VT 2,430.7 million. This is 83.7 per cent of the budget target (VT 2,905.1
million) and an increase of 7.1 per cent relative to the amount collected up to September in 2016 (VT 2,269.7 million).
Excise tax collected in September 2017 was VT 132.7 million. Total collections from Excise tax up to September 2017
is VT 1,710.3 million, which signifies 83.9 per cent of the budget target (VT 2,039.7 million) and is 3.5 per cent lower
than what was collected until September last year (VT 1,771.8 million).

Among other revenue constituting fees and charges, Vanuatu Development Support Program (VDSP) and Vanuatu
Contribution Programme (VCP), together collected VT 1,729.3 million by the end of September. In 2017, VERP, VDSP
and VCP?* have collectively brought VT 2,384.1 million exceeding its budget target (VT 2,028.5 million) by 17.5 per cent.

I Government Expenses

The month of September saw Government expenses standing at a total amount of VT 1,619.0 million. This is an increase
of 26.9 per cent compared to the Government spending in the same period of the previous year (VT 1,275.5 million).
To date, Government expenses recorded VT 13,614.3 million representing 70.3 per cent of the budget target (VT
19,364.3 million) and an increase of 8.7 per cent compared to total Government spending up to September in 2016 (VT
12,525.0 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;

> Subsistence Allowance (VT 261.8 million against a budget target of VT 204.6 million)
> International Travel (VT 115.1 million against a budget target of VT 130.6 million)
> Official Entertainment (VT 75.8 million against a budget target of VT 52.2 million)

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 249.2 million against a budget target of VT 197.4 million)
» Contract wages (VT 107.3 million against a budget target of VT 2 million)

I Government Acquisition of Non-Financial Assets

During the month of September, the Government has spent VT 54.4 million on fixed assets and only sold of VT 36,678
worth of fixed assets.

I Government Acquisition of Financial Assets

In September, the Government paid off VT 214.3 million worth of external loans. There has been no transaction in
domestic bonds in the month of September.

I Development Budget Highlights

During September, VT 239.7 million worth of grants were received from donors giving the grand total to date of VT
5,511.4 million. The amount represents 68.3 per cent of the budget target (VT 8,069.3 million). Major donors up to end
of September are World Bank (VT 2,042.7 million), Australia (VT 1,175.1 million) and A.D.B (VT 780.3 million). Other
contributing donors are greatly acknowledged.




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 September 2017 is slightly lower than budget target figure predicted through cash flow analysis of fiscal
years 2014-16 (Figure 1).

Cumulative revenue flow (Figure 2) indicates robust revenue collections relative to the budget target.
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B Annex 2: Expenditure Trend

Expenditure figure for September, 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.
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I Annex 3: Statement Of Total Government Operations

STATEMENT OF TOTAL GOVERNMENT OPERATIONS
GFS Code  GFS Description Budget 2017  Total (VT mn)
TRANSACTIONS AFFECTING NET WORTH:
M Revenue 26,4233 214641
Al Taxes 142440 120312
Al11 Taxes on income, profits, and capital gains - -
Al12 Taves on payroll & workforce
Al13 Taxes on property 4712 364.2
All4 Taxes on goods & senvices 10,867.7 92364
i whivk
YAk Tar G4l gt
Fiise Ff £oF
All5 Taxes on international trade & transactions 2905.1 24307
All6 Other tares - -
A2 Social contributions - -
A3 Grants 8,069.3 55114
A4 (Other revenug 41100 39215
A2 Expense 274336 17,8675
A21 Compensation of employess 10,6318 69927
A22 Use of goods and senices 113727 59805
A23 Conzumption of fived capital - -
A24 Interest 7204 866.0
A28 Subsidies - -
A28 Grants 32939 17949
a7 Social bensfits 3399 -
A28 (Other expense 10752 .
GOB Gross operating balance (1-2+23+NOBz) (1,010.3) 3,596.6
NOB Net operating balance (1-2+NOBz) ¥ (1,010.3) 35966
% of GDP 4.5%
TRANSACTIONS IN NONFINANCIAL ASSETS:
A3l Net Acquisition of Nonfinancial Assets 15,954.2 1,70058
A3ll Fixed aszets 159542 17009
A312 Changg in inventories - -
A313 Vsluables
A314 Nonproduced assets . .
NLB Net lending / borrowing (1-2+NOBz-31) (16,964.5) 18957
TRANSACTIONS IN FINANCIAL ASSETS AND
LIABILITIES (FINANCING): -21.3% 24%
A32 Net acquisition of financial assets (1,828.3) 15131
A3 Domestic [1828.3) 15131
A322 Foreign . .
4323 Monetary gold and SORs . .
A33 Net incurrence of liabilities 15,136.3 (382.6)
A331 Dromestic - 1052
A332 Foreign 151363 (487.8)
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0.6%

1405
1405

118

309.9
3009

(19

(19)

March

2,0416
12378

462
406.7

522
2023

2848

3347
46941
17424
152
8063

1014
100.2
5.2
2991
2991
04%

(34.6)
(346)

3337

(3334)
(3334)

(667.1)
(455.1)
(2120)

April

18765
10711

330
3009

4380
i

2372

3712
4342
17597
7304
4140

433

1318
40.7
3788
116.8
1168
0.2%

1295
1295

(12.7)

2159
2158

2986
73
(192)

May

18506
11674

305
&304

5073
1851

2562

3269
366
1,796.0
7602
B178

6.2
64.6
1763
1710
b4

546
0.2%

2380

(183.4)

(212.0)
(212.0)

(28.6)

(285)

June

2,802.2
13980

445
10471

0453

4T
3064

8138
2,025.8
10897
B30.2
800
1204
844
213
7764

7764
10%

3384

438.0

4281
4281

(9.9

(89)

July

3988.1
13273

610
9955

5706
HES

2108

23181
3428
2639.9
7413
11836

1206
2112
1493

13433

13483

17%

354.3
3943

9539

1,266.4
12664

3124
3124

August  September

24688 16601
15277 117

3686 321
11508 8581
g1ag 5810

27 127
3404 2375
4072 7307
5339 2927
21164 21389
7999 7685
7708 7857
36 2312
3713 73
B4 39
552 1008

3524 (4787)
3524 (4787)

0.4% 0.6%
2209 175.0

2208 1750

1315 (663.7)

1297  (368.1)
1297 (8684

(1.8) (214.3)

(18) (2143)




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

STATEMENT OF GOVERNMENT OPERATIONS WHICH ARE FUNDED BY DONORS THROUGH THE CENTRAL
TREASURY ACCOUNT
GFS Code GFS Description Budget 2017 Total (VT mn) % January  February March April May June July  August September
TRANSACTIONS AFFECTING NET WORTH:
AL Revenue 8,069.3 55114 683% 1292 565.6 3347 32 3269 8188 23181 4072 2397
ALl Teres - % - - - - - - - - -
ALl Taxes on income, profits, and capital gains
Al12 Taxes on payroll & workforce - - -
Al13 Taxes on property - - 0%
A4 Taxes on goods & servicas - - 0%
o phich
Fatopodte! Tt . . I8
Lieise - - I
Alls Taxes on international frade & fransactions - - 0%
Al16 Other tanes
AL2 Socisl contributions - - - - - - - - - - - -
AL3 Grants 8089.3 5hlld4 BB 1292 5656 3347 3712 32649 8188 23181 4072 2387
Ald (ther revenug - - 173 - - - - - - - - -
A2 Expense 8,069.3 42632 53% 4864 396.0 3539 2052 5480 5018 6041 6379 5199
A21 Compensation of employees 675.1 3263 48 31 2773 329 5 330 554 317 335 339
422 IJ3¢ of goods and senices 5,669.3 24185 M% 818 2610 2024 1269 3482 2850 3718 4101 385
A23 Consumption of fixed capital . . . . . . . . . . . .
A24 Interest 0%
A25 Subsidies - - % - - - - - - - -
426 Grants 14659 5806 40% - 841 254 153 - %58 01 1900 1000
A27 Soclsl benefits 1124 8874 TTH 3897 236 932 %83 1669 g28 1284 43 04
A28 (ther expense 1462 04 % 01 - - 02 - - - - 01
G0B Gross operating balance (1-2+23+NOBz) - 12582 (357.2) 1695 (19.3) 166.0 (2211) 3170 17140 (2307)  (2802)
NOB Net aperating balance (1-2+NOBz) v - 12582 (357.2) 1695 (19.3) 166.0 (2211) 3170 17140 (2307) (2802)
- 16% 4k 0.2% 0.0% 0.2 0.3% 04% 2% D% 04k
TRANSACTIONS IN NONFINANCIAL ASSETS:
A3l Net Acquisition of Nonfinancial Assets 15654 8 12985 8% 618 1144 (51.7) 1110 075 2737 3322 1290 1206
A3LL Fived assete 166548 12985 &%  BL8 1144 (5L7) 1110 2075 737 3220 190 1206
4312 Changs in inventories . . . . . . . . . . . .
4313 Valuables
A314 Nonproduced assets - - - - - - . - - - . .
NLB Net lending / borrowing (1-2+N0Bz-31) (15,654.8) (40.2) 0% (419.0) 552 324 550 (428.6) 434 13819 (359.7)  (4008)
TRANSACTIONS IN FINANCIAL ASSETS AND
LIABILITIES (FINANCING):
A32 Net acquisition of financial assets - (40.2) (419.0) 552 324 550 (428.6) 434 13819 (359.7)  (4008)
A2 Cromestic - [402) [419.0) 552 324 550 (428.5) 434 13B1% (3/97) (400.8)
A322 Foreign - - - - - - - - - - -
4323 Manetary gold and SORs . .
A33 Net incurrence of liabilities 15,654 8 - 0%
4331 Domestic . . 0%
4332 Foreign 1555e8 " - 0%
Vertical check: Difference between net lending/borrowing
and financing (1-2-31=32-35-NLB2=0) 0.0 0.0 0.0 00 0.0 0.0 0.0 0.0 0.0 0.0 0.0




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
TRANSACTIONS AFFECTING NET WORTH:
A Revenue 18,354.0 158527  87% 23543 17274
All Tares 142440 20312 B4% 18677 13069
ALl1 Taxes on income, profits, and capital gains - - - - -
A112 Taxes on payroll & workforce
A113 Taxes on property 4712 3642 % 46 558
A114 Taxes on goods & services 10867.7 92364 8% 16086 9884
o hich
Ve Aded T §48L7 T LN 5l
Eiglsp Jr T i M JEE
Alls Taes on international trade & transactions 29051 24307 % 2345 2628
A116 Other taves - - - - -
AL2 Social contributions
AL3 Grants - - - - -
Ald Qther revenug 41100 39215 9% 4866 4202
A2 Expense 19364.3 136143  T70% 13217 14444
A1 Compenaation of employees 99565 £,666.4 B7% 64186 B60.7
A2 = of goods and services 57029 35071 B1% 341 28458
A3 Consumption of fixed capital - - - - -
A4 Interest 7204 8660  120% 232 66.7
A25 Subsidies - - 0% - -
A28 Grants 18280 12143 B6% 217 3349
A7 Social benefits 275 497 110% 198 387
A28 (ther expense 9290 1143 120% i1 588
G0B Gross operating balance (1-2+23+N0Bz) (1,010.3) 23384 10326 2827
NOB Net operating balance (1-2+N0Bz) ¢ (1,010.3) 23384 10326 2827
% of GOP 29% 13% 04%
TRANSACTIONS IN NONFINANCIAL ASSETS:
A3 Net Acquisition of Nonfinancial Assets 2994 4025 134% 371 262
At Fired sssets 29041 4025 134% 371 62
A312 Changz in inventories
A313 Valuables
A314 Nonproduced sssets - - - -
NLB Net lending / borrowing (1-2+NOBz-31) (1,309.8) 19359 9956 256.6
TRANSACTIONS IN FINANCIAL ASSETS AND
LIABILITIES (FINANCING):
A32 Net acquisition of financial assets (1,828.3) 15533 0% 9956 2647
A3 Domestic (1,8283) 15633 0% 9958 2847
A322 Foreign .
A323 Monetary gold and 30Rs - - - - -
A33 Net incurrence of liabilities (518.5) (3826) T4% - (19)
A3 Domestic - 1052 - -
A332 Fareign (518.5) (4878 08 - (19)
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