Treasury Monthly Budget Report - December 2014

ISummary

At the end of December the Government had a net operating surplus worth VT 1,459.3 million, equivalent to 1.8 percent of
GDP.

The net operating balance for Government operations, excluding donor financed spending, was a surplus of VT 171.3 million
at the end of December, equal to 0.2 percent of GDP.

I Government Revenue

During the month of December, the government has received VT 1,319.3 million worth of revenue. This brings the total
collections for the year to VT 15,269.8 million enabling the government to achieve 100 percent of its target revenue. It is a big
improvement for the government who only collected 86 percent of its target revenue in the same period last year with a
collection of VT 16,256.1 million.

The best performing revenue avenue is the collection of VAT. For the month of December alone, it collected VT 584.9 million,
raising the total VAT collections to VT 5,775.3 million which exceeds the targeted VAT collections by 4 percent. Compared to the
previous year, this year’s VAT collection shows an improvement since in the previous year, where only 89 percent of its target
was collected. This is a result of improved compliance and good legislative enforcement by the department responsible for tax
collections.

Similarly, there have been slight improvements in the collection of excise tax and import duties compared to the previous year
which reflects strict control of imports and improved compliance to the legislations by the department responsible. In December
of this year, excise tax collected VT 205.7 million which is 3.0 percent higher than that collected in the same period last year.
However, when accumulated, this year’s total is 4.1 percent greater than that collected last year at VT 1,898.2 million. As for
import duties, there is insignificant difference between the collection of December last year and that of this year. However the
accumulation of each year shows that the collection of import duties was better in 2014 compared to 2013 by 0.8 percent.

The outperforming nontax revenue is the collection of property tax. By the end of this year, it has collected VT 430 million which
is 122 percent of its target. Compared to the accumulation of property tax in the previous year, this year’s property tax collection
is higher by 57 percent.

I Government Expenses

The Government spent VT 1,957.7 million in December increasing the total expenses to VT 15,098.5 million which is 106 percent
of the expenditure budgeted for. In the previous year, the accumulation of expenditure was more than that budgeted for at VT
13,884.1 million. This year, the target expenditure has increased by 2.4 percent, allowing a slight amount budgeted for to be
spent by the end of December.

Major spending items come from two areas, compensation of employees and use of goods and services. The expenses that
contributed to the high expenditure are as follows:

Compensation of employees- overspent items for the year.

» Housing allowance- VT 716.7 million against an annual budget of VT 687.8 million
» Special allowance- VT 31.6 million against an annual budget of VT 27.3 million
» Overtime wages- VT 68.7 million against an annual budget of VT 43.8 million

Use of goods and services- overspent items for the year.

» Vehicle fuel- VT 148.4 million against an annual budget of VT 115.1 million
» Transport-Freight- VT 37.1 million against an annual budget of VT 26.6 million
»  Vehicle Hire- VT 72.4 million against an annual budget of VT 5.0 million
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» Internet and Satellite Communication-VT 292.8 million against an annual budget of VT 0
» Telephone/Fax Communication- VT 326.2 million against an annual budget of VT 91.4 million
» Allowance scholarship- VT 347.3 million against an annual budget of VT 260.5 million

Despite the overspent items, the exact expenditure budgeted for was spent overall.

I Government Acquisition of Non-Financial Assets

Despite selling VT 4.5 million worth of fixed assets, the Government acquired VT 244.0 million worth of fixed assets. This brings
the net acquisition of non-financial assets to VT 239.5 million which is 53 percent of the annual target budgeted for. However,
compared to the accumulation of non-financial assets for 2013, this year’s total is lower by 8.8 percent.

B Government Acquisition of Financial Assets

This month the government repaid VT 12.9 million worth of external loans and it issued no new bonds. The total bonds that were
issued this year accumulate to VT 262.9 million the largest of which was issued in April and July mainly to accommodate for
Government’s supplementary budget.

I Development Budget Highlights

The Government received VT 798.7 million in project grants this month, the majority of which came from Australia (VT 83.1
million) and Japan Contribution (VT 278.5 million). Overall, the Government received total revenue of VT 3,213.3 million from
donors this year. This amount is 175.8 percent of what was expected to be received from aid donors and it is 97.5 percent more
than that which was received last year. For the month of December, the Government incurred VT 431.8 million worth of
operational expenses, increasing the total operational expenses for the year to VT 1,925.2 million, which is 105 percent of the
target expenditure.




Some Key terminology

The 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.

Expenses are spending that generate no return and reduce the net worth of the Government.

When the Government acquires fixed assets, these can be used repeatedly and don’t affect its net worth.
Compensation of employees figures follow the pay days, Vanuatu runs a fortnightly pay system.

Interest payments and Grants are paid on fixed dates as they are payments to external Government entities.
Therefore, Ministry of Finance and Economic warrant releases only really control the ‘Use of goods and services’
budget and the ‘Fixed capital assets’ budget.

Revenue adds to the net worth of the Government and excludes borrowing (domestic or external).

VAT is paid at a 12.5% rate and excludes VAT paid by departments as it is one branch of Government paying
another.

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.




I Annex 1: Statement Of Total Government Operations*

STATEMENT OF TOTAL GOVERNMENT OPERATIONS
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* These are data as of 29" January 2015 but the numbers will continue to be revised until 31" March 2015 when the Accounts for

2014 are finalized.




I Statement of Government Operations Which Are Funded By Donors through the Central Treasury Account

STATEMENT OF GOVERNMENT OPERATIONS WHICK ARE FUNDED BY DONORS THROUGH THE CENTRAL
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I Statement Of Government Operations Excluding Donors

STATEMENT OF GOVERNMENT OPERATIONS EXCLUDING DONORS
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B Annex 2: Summary of Revenue and Expense by Ministry**

n1o1 Constitutional Agencies 269,000,000 T0,900,000 201,525,029 2856 46,341,660 47,214,963
Moz Prime Ministers Ministry 39,200,000 31,200,000 39,295,842 126 40,515,153 36,876,379
o3 Ministry of Education & Training 5,500,000 5,500,000 11,215,986 204 12,307,049 2,996,161
104 Ministry of Internal Affairs 1,229, 3658,000( 41,012,293 445 41,172,524,933 116| 1,190,192,710 749,027,563
o5 Ministry of Finance and Economic Management 12,8626,273,683| 12,779,217,812| 13,8458,5617,916 108| 13,672,762,903 | 13,461,700,201
MOE Ministry of Tourism, Trade, Commerce and Ni- Vanuatu Business 25,241 111 29,180,000 22,887,229 T8 17,270,360 19,083,380
MO7 Ministry of Health 16,154,665 21,654,665 17,207,175 e 14,636,163 16,608,079
MIOS Ministry of Agriculture, Livestock, Forestry, Fisheries and Biosecurity 365,744,000 252,280,000 359,857,970 138 413,415,719 292 440,995
Moo Ministry of Lands, Mines & Water Resources 64,390,000 632,996,674 619,823,373 98 534,428,692 802,650,875
10 Ministry of Infrastructure and Public Utilities 513,089,865 500,550,000 509,601,704 102 472,427,754 587,562,810
M12 Ministry of Foreign Affairs, International Cooperation and External Trade 176,530,859 SO0, D00 4,049 009 810 7,152,910 6,115,556
M4 Ministry of Youth Development and Sports 00, D00 00, D00 519,100 130 B04, 500 545,300
20 Ministry of Climate Change Adaptation, Geohazards, Meteorology and Energy S2 300, 000 S0 00 DD 7,563,502 25 44 377,716 11,379,504
M99 Consolidated Ministries and Departments [1] [1] 977,398 -F67T 852,020 187,365,547

R0 Constitutional Agencies 1,118,723,490( 1,140,143,502( 4,149,967,239 101| 1,125,710,615| 1,409,254 ,391
n02 Prime Ministers Ministry 1,275,491,813| 1,647,071,881( 4,654,069,639 100| 1,274,598,042| 1,0341,120,959
MI03 Ministry of Education & Training 4,197,924 503 4,179,924,503( 4,318,483,305 103| 4,176,452,140| 3,945,597 404
04 Ministry of Internal Affairs 576,452,252 608,452,252 602,505,134 99 693,464,193 649,812,877
MOs Ministry of Finance and Economic Management 4.566,061,256| 4,574,357,249| 4,320,947,940 94| 3,856,611,613| 3,623,730,773
NIOG Ministry of Tourism, Trade, Commerce and Ni- Vanuatu Business 218,682,822 28T 652,462 28T, 202,526 100 334,405,945 412,387,655
M7 Ministry of Health 1,695,603,839( 1,682,203,839( 1,615,118,822 96| 1,596,914,326| 1,561,579,702
MIOS Ministry of Agriculture, Livestock, Forestry, Fisheries and Biosecurity 470,491,212 452,491,212 453,722,238 100 444 54T, 361 424 601,547
M09 Ministry of Lands, Mines & Water Resources 231,598,853 231,598,853 232,548,557 100 245,945,671 237,708,585
K10 Ministry of Infrastructure and Public Utilities 1,276,989,241| 1,546,656,666( 1,519,644,943 98| 1,222,163,176| 1,153,848,638
M12 Ministry of Foreign Affairs, International Cooperation and External Trade 365,022 222 366,022,222 373,001,756 102 360,449,130 326,842,681
M13 Ministry of Cooperatives and Ni-Vanuatu Business Development Services 11,916,789 39,962,239
M14 Ministry of Youth Development and Sports 137,151,748 180,801,748 179,949,934 100 139,052,408 145,761,167
M15 Ministry of Justice and Social Welfare 328,337,089 329,891,873 329,015,872 100 311,807,952 364,276,464
M19 Ministry of Civil Aviation, Meteorology and Postal Services 13,039,054 3,452,029
20 Ministry of Climate Change Adaptation, Geohazards, Meteorology and Energy 234,954,045 266,100,261 235,335,626 a8 218,134,823 187,075,624

** Vision report 29" of January 2015 includes VAT paid by Departments.




