Treasury Monthly Budget Report - August 2013

ISummary

At the end of August, the Government has a net operating surplus of VT 543.4 million which is 0.7 per cent of GDP.

The total net operating balance for Government operations, excluding donor fund was a surplus of VT 255.1 million at the end
of August, identical to 0.3 per cent of GDP.

I Government Revenue

The collection of revenue by the Government throughout the month was VT 1,359.8 million. The revenue collected in August is
6.88 per cent more than what was earned in August 2012 (VT 1,180.5 million). The year to date revenue is VT 9,618.9 million,
which is 9.86 per cent more than the total revenue collected in January to August 2012, VT 8,755.2 million. This is a 66 per cent of
the 2013 annual budget of VT 14,629.5 million.

VAT is the main revenue source from tax collections and VT 581.7 million was collected during August, aggregating to VT 3,471.4
million by the end of August. From the VAT budget target of VT 5,353.3 million, the August collection from VAT gathers 65 per
cent and is 17.2 per cent more than what as collected between January and August 2012 (VT 2962.2 million). The collection from
Excise in August gathers 58 per cent of the Excise budget target of VT 2,143.8 million and is 3.8 per cent more than 2012 (January
to August) collection of VT 1,197.1 million.

I Government Expenses

The Government has spent VT 1,483.7 million in August, and the year to date expenses sum up to an amount of VT 9,363.8
million which is within the budget target of VT 13,884.1 million. The year to date expense take 67 per cent of the budget target
and are 3.6 per cent less than what was spent in 2012 (VT 9,708.9 million) during the same period.

Five of the most overspent items against their 2013 budget are listed below:

e  Contract wages- VT 28 million against an annual budget of VT 6.5 million

e  Overtime wages- VT 69.6 million against an annual budget of VT 43.3 million

e Transport-Freight- VT 47.9 million against an annual budget of VT 14.3 million

e Vehicle hire- VT 55 million against an annual budget of VT 6 million

e Vehicle repairs and maintenance- VT 113.5 million against an annual budget of VT 79.4 million
Vehicle administration and management is becoming an issue in most line ministries and they need to introduce strict control
measures for the spending to be in line with what has been budgeted.

In addition, five of the most unbudgeted items are as follows with their year to date expense amount:

e  Freight fuels- VT 2.2 million

e Houses-Renovation- VT 4.9 million

e Infrastructure-Airport- VT 3.3 million

e Infrastructure-Water supply- VT 1.2 million

e  Service charges-Government loans- VT 7.9 million

I Government Acquisition of Non-Financial Assets

So far, the Government has a net acquisition of non financial assets of VT 135 million.

I Government Acquisition of Financial Assets

For the year to date, Government has issued new domestic bonds worth VT 306.4 million and paid back VT 237.0 million of
external loans.




I Development Budget Highlights

The Government’s Development Fund received VT 126.6 million from donors in August, bringing a total receipts to VT 1,327.7
million for the year to date.

Up to the end of August, VT 1,039.4 million has been drawn out from the Government’s Development Fund against a budget
target of VT 4,310.9 million. This year to date donor fund spending includes 67.7 per cent for use of goods and services, 17.8 per
cent for the Compensation of employees, 9.2 per cent for Social benefits, 3.3 per cent for Grants and 2 per cent for other expense.

Some Key terminology

e 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.

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

e When the Government acquires fixed assets, these can be used repeatedly and don’t affect its net worth.

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

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

e Therefore, Ministry of Finance and Economic warrant releases only really control the ‘Use of goods and services’
budget and the ‘Fixed capital assets’ budget.

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

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

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

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

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

e 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.

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

e 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

GFS Code  GFS Description Budget 2013 Total (VT mn) % January February  March Al May June July August
TRANSACTIONS AFFECTING NET WORTH:
AL Revenue [ 189404° 109466 56% 18410 12668 9053 14928 11787 14423 13332 14864
A1 Tares [ 131639 8536 6% 1661 10493 6658 940 9863 10265 100012 12335
A1t Taxes on income, profits, and capital gains
A12 Taxes on payroll & workforce - - - - - - - - - - -
A3 Taesonproperty 5503 B2 0 39 B4 B 5 W AL B4 483
A Tates on goods & senvives [ 98116 66013 67% 1347 813 G134 676 739 7692 7842 9350
ofwhich
Value-Added Tax : 53533 : 34114 : 5% 5160 037 2626 4093 4380 4415 4636 i
Excise 21438 12423 8% 166.1 1217 1169 1536 1458 1024 11 221
Allh Taxes on international trade & transactions [ 28039 [ 16802 i 60% 2385 1886 173 2148 210 2332 2106 2002
A116 Other taxes
AL2 Social contributions - - - - - - - - - - -
413 Grarts 43109 1317 3% %98 1133 %4 4007 108 32 789 1266
414 Ofherrevente [ 14636 108620 ™% 152 142 131 1681 816 46 231  1%3
I Expense [ 181950 104031 57% 10726 12735 15362 13262 12713 11649 11127 16457
K21 Compensation of employees [ 85504 5566 64% 403 632 W90 643 63 65 6M0 981
12 Use of goods and senices [ 63416 26308 4% U760 M30 302 4996 235 236 384
A23 Consumption of fixed capital - - - - - - - - - - -
104 terest [ 6031 2 e ul 58 86 722 61 88  B/E 319
125 Subsidies [ 1080 S wm - : : : : : : :
106 Grarts [ 1938’ 1744 6% 1916 22 170 1409 514 858 136 1957
7 Sociel benefits 317 w18 B8 18 65 ;8 2 WO 684
108 Other experse 5085 w15 B3 M8 @2 BI o1 s 612
GOB  Grossoperating balance (12+23+N0Bz) 53’ 5347 T 78847 (67) (609 1666 (%26 274" 205 (193
NOB  Netoperalingbalance (L2+NOB) ¢ 153 s34 1% 684 (67) (6309) 1666 (926) 274 205 (1593
%0fGOP 07%
TRANSACTIONS IN NONFINANCIAL ASSETS:
31 NetAcquisition of Nonfinancial Assets [ 206 490 16% 87 3|1 698 318 807 491 263 1007
B Firedassels [ 4206 90" Uk 87 B 698 8 87 491 B3 1007
A312 Change ininventories

A313 Valuables
A314 Nonproduced assets - - - - - - - - - - -
LB Netlending / borrowing (1-2+NOBZ31) 348/ 544 6187 (418 (008 1288 (1733 283 1043  (2599)
TRANSACTIONS N FINANCIAL ASSETS AND
LIABILITIES (FINANCING): _
A32  Netacquisition of firancial assets 0 137 0% 6187 (662 (1834) 128 (1947) 1609 2006 1150
821 Domesic 00 137 0 6187 (86 (84 128 (947 .09 2006 1150
4322 Foreign - - - - - - - - -
A323 Monetary gold and SDRs

=
.
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33 Netincurrence of liabilities [ (3248) 03 2% - (45) (827) (160) (14 (674 64 3749
1331 Domestc : 3064 - : - oy - : 64 4000
B8R o (3248) w01 - M5 @) (60 Q) 14 - (251)

Vertical check: Difference between net
lending/borrowing and financing (1-2-31=32-33-
NLBz=0) 00 00 00 00 00 00 00 00 00 00

Note: Given aggregate level of data in this table, A321 ( net acquisition of financial assets) just calculated as the balancing item

* These are data as of 24" September 2013 but the numbers will continue to be revised until 31" March 2014 when the Accounts
for 2013 are finalized.




Statement of Government Operations Which Are Funded By Donors through the Central Treasury
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STATEMENT OF GOVERNMENT OPERATIONS WHICH ARE FUNDED BY DONORS THROUGH THE CENTRAL
TREASURY ACCOUNT
GFS Code  GFS Description Budget 2013
TRANSACTIONS AFFECTING NET WORTH:
M Revenue [ 43109
ALL Taxes
A1 Taes on income, profits, and capital gains
A112 Taes on payroll & workforce
A113 Taes on property
A114 Taxes on g00ds & services
of which
Value-Added Tax
EXCiSe
A115 Taxes on international trade & transactions
A116 Other faxes
AL2 Social contributions -
AL3 Grants 43109
Ald Other revenue -
I Expense [ 43109
A21 Compensation of employees [ 5304
A22 Use of goods and services [ 30830 [
AZ3 Consumption of fixed capital [ -
A2 Interest [ [
125 Subsidies [ -
126 Grats [ 6693
17 Social benedits [ 51
A28 Other expense [ 12’
GOB  Grossoperating balance (1-2+23+N0Bz) [ [
NOB Net operating balance (1-2+N0Bz) v [
TRANSACTIONS IN NONFINANCIAL ASSETS:
A31 Net Acquisition of Nonfinancial Assets [ 1687
811 Fiedassels [ 1687
A312 Change in nventories -
A313 Valuables
A3L4 Nonproduced assets -
NLB Net lending / borrowing (1-2+N0Bz-31) (168.7)'
TRANSACTIONS IN FINANCIAL ASSETS AND LIABILITIES
(FINANCING):
A32 Net acquisition of financial assets [ 00’
81 Domesic [ 0’
4322 Fareign
A323 Monetary gold and SDRs -
A33 Net incurrence of liabilities [ 1687
A331 Domestic -
1332 Foreign 1687
Vertical check: Difference between net Iending/bormwmgamdr [
financing (1-2-31=32-33-NLBz=0) 00
Note: spending details based on GFS86 estimates in Budget 2012 book, in turn these are based on averages for the past 5 years
ate: Given aggregae leve of defa i thi table, A321 { net acquistion offinancial assets) just calculated as the balancingtem
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* These are data as of 24" September 2013 but the numbers will continue to be revised until 31° March 2014 when the Accounts
for 2013 are finalized.




I Statement Of Government Operations Excluding Donors
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GFS Code  GFS Description

STATEMENT OF GOVERNMENT OPERATIONS EXCLUDING DONORS

TRANSACTIONS AFFECTING NET WORTH:

Revenue
Taves

Taxes on income, profits, and capital gains

Taxes on payrall & workforce

Taxes on property
Taxes on goads & services
of which
Value-Added Tax
Excise

Taxes on intemational frade & transactions

Other taxes

Social contributions
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Other revenue
Expense

Compensation of employees
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Consumption of fixed capital
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Other expense

Gross operating balance (1-2+23+N0BZ)
Net operating balance (1-2+NOBz) ¥

TRANSACTIONS IN NONFINANCIAL ASSETS:
Net Acquisition of Nonfinancial Assets
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Change in inventories
Valuables
Nonproduced assets

Net lending / borrowing (1-2+NOBz-31)
TRANSACTIONS IN FINANCIAL ASSETS AND

LIABILITIES (FINANCING):

Net acquisition of financial assets
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Foreign

Monetary gold and SDRs
Net incurrence of liabilities

Domestic

Foreign

Vertical check: Difference befween net
lending/borrowing and financing (1-2-31=32-33-

NLBz=0)
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Note: Given aggregate level of data in this table, A321 ( net acquisition of financial assets) just calculated as the balancing item

January February ~ March April May June July August
17813 11535 8089 10021 10679 11011 12542 13598
168617 10493° 6658 940 9863 10265 10012 12335

29 04 B/ 35 W5 Ml %64 483

13747 8313 5134 676 719 7692 7642 9330
5760 237 2626 4093 4380 415 4686 BL7

1661 277 1169 1536 1458 1824 urry 221

2385 1886 173 248 20 232 206 2502
1352 142 131 1681 816 746 2531 1263
10084 11205 143247 12301 10212 10501 10174 14837
400 6041 8%07 6286 6304 645 6183  ol8
1934 1826 2741 3119 2062 1894 2407 2609
11 518 846 122 61 818 /6 319

1917 532 1061 1477 588 852 1032 1951
199 138 78 65 178 304 123 81

1504 50 01§32 19 307 73 670
7728 30 (6234) (1380) 467 510 2369 (1239
M8 30 (6234) (1380) 467 510 2369 (1239
14" 707 8 196 154 w2 103 152

114 70 88 196 154 202 03 152

76147 260 (6523) (1576) 313 238 266 (1392
7614 157 (7349) (2136) 99 (436 2330 2358
7614 157 (349 (36 99 (436 2330 2358
(45  ®27) (1160) (214) (674 64 3749

(1000} 64 4000

(45 (827) (160) (214  (674) (%51)

00 00 00 00 00 00 00 00

* These are data as of 24" September 2013 but the numbers will continue to be revised until 31° March 2014 when the Accounts
for 2013 are finalized.




I Annex 2: Summary of Revenue and Expense by Ministry**

**Vision report 24" September 2013 includes VAT paid by Departments




