Treasury Monthly Budget Report - March 2014

ISummary

At the end of March the Government had a net operating surplus worth VT 451.0 million, equivalent to 0.6 per cent of GDP.

The net operating balance for Government operations, excluding donor financed spending, was a surplus of VT 308.9 million
at the end of March, equal to 0.4 per cent of GDP.

I Government Revenue

The government has received VT 1,004.2 million worth of revenue in March, a significant increase of 23.3 per cent compared to
the same period in 2013 ( VT 814.6 million). This totalled to an amount of VT 3,972.0 million in revenue collected so far this year,
a 4.4 per cent increase from the equivalent period in 2013 (VT 3,803.3 million).

The government’s major revenue stream is Value-Added Tax (VAT). The government collected VT 420.9 million worth of VAT
during March, totalling up to an amount of VT 1,342.4 million for the year to date. This covers 24 per cent of the budget target
(VT 5,555.2 million) and 9.9 per cent more than the VAT earned in the same period in 2013 (VT 1,221.5 million). Import duties
have earned VT 569.0 million to the end of March, 21 per cent of the Budget 2014 target and 4.7 per cent more than the import
duties collected during the same period in 2013 (VT 543.2 million). The third major revenue is excise, excise collected VT 476.1
million during the first three months for this year, 22 per cent of the Budget 2014 target and 16.2 per cent more than at the
equivalent period a year earlier (VT 409.6 million).

This increase in government revenue is due to the improved collection of fees for Residency Permits, VT 20.9 million collected
during the month and a year to March collection of VT 253.1 million which is 32 per cent of the 2014 budget target (VT 771
million). In addition, the collection from Road tax has reached 73.1 per cent of the 2014 budget target (VT 176 million) for the
past 3 months, VT 81.9 million collected during March. All in all, there is continual of improved compliance and subsequent

collection of arrears in VAT collections.

I Government Expenses

The government spent VT 1,086.6 million in March raising total year to date expenses to VT 3,663.1 million at the end of March.
The spending for this month is less than 2013’s corresponding month by 21.2 per cent. The spending to the end of March has
extended to 24 per cent of the 2014 budget and is 8.4 per cent higher than the spending for the same period in 2013.

Major spending items come from the two areas, compensation of employees and use of goods and services.

Compensation of employees- overspent items for the year to date

» Acting allowance- VT 12 million against an annual budget of 0.5 million
» Responsibility allowance — VT 2 million against an annual budget of 0.3 million
» Contract wages - VT 6.6 million against an annual budget of VT 4 million

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

» Court costs — VT 35.4 million against an annual budget of VT 30.2 million

» Telephone/Fax —Communication — VT 45 million against an annual budget of VT 91.4 million (49.2 per cent of budget
target)

» International travel-VT 47 million against a budget of VT 107.7 million (43.6 per cent of budget target)

»  Electricity utilities- VT 99.6 million against a budget of VT 293.1 million (34 per cent of the budget target)

I Government Acquisition of Non-Financial Assets

The Government has spent VT 49 million in acquiring fixed assets after the first three months.




I Government Acquisition of Financial Assets

The Government issued no new domestic bonds during this month, but has repaid VT 172.2 million of external loans in March.
These loans include ADB loan, China loan (e-government) and IDA loan.

I Development Budget Highlights

The development fund received VT 56.1 million from donors in March, bringing a total receipts for the year so far to VT 399.7
million with the majority received from Australia (VT 45.4 million) and Japan (VT 9.7 million). During the month, VT 129.9 was
spent on operational expense and VT 0.9 million on acquiring fixed assets from the fund. Major donor spending on project for the
year to March includes Sarakata Hydro Dam allocation of Funds (VT 35 million), Early childhood and care 2013 to 2014 (VT 31.5
million) and Malaria —Global fund contribution (VT 11.6 million.) This brings a total of VT 257.6 million on expenses and VT 15.9
million on acquiring fixed assets for the year to date.

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.

e 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.

e 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 is 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.

e 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.




B Annex 1: Statement Of Total Government Operations*

STATEMENT OF TOTAL GOVERNMENT OPERATIONS

GFS Code  GFS Description Budget 2014 Total (VT mn) % January  February March

TRANSACTIONS AFFECTING NET WORTH:

Al Revenue 17.080.4 43717 26% 19915 13198 1060.3
A1l Taxes 13,6146 3,580.0 26% 16827 10518 8455
A111 Taxes on income, profits, and capital gains - - - - - -
A112 Taxes on payroll & workforce - - - - - -
A113 Taxes on property 3535 876 0% 424 226 225
A114 Taxes on goods & services 10,544.3 29234 28% 14295 8462 6477
of which
Value-Added Tax 5,5552 13424 24% 5112 4103 4209
Excise 21450 476.1 22% 157.2 1829 136.0
A115 Taxes on international trade & transactions 27168 569.0 21% 2108 1829 1753
A116 Other taxes
A12 Social contributions - - - - - -
A13 Grants 18278 3997 02 1959 1477 56.1
Al4 Other revenue [ 16381 3020 24% 1129 1203 1587
A2 Expense " 160415 39207 24% 14860 12182 12165
A21 Compensation of employees [ 89343 [ 19202 [ 22% 689.6 6064 624.1
A22 Use of goods and services [ 42336 9731  23% 2955 3157 362.0
A23 Consumption of fixed capital - - - - - -
A24 Interest [ 5965 1598 21% 140 480 978
A25 Subsidies [ 60.0 0% - -
A26 Grants [ 17254 " 6331 37T% 4507 1101 633
A27 Social benefits 2422 - 0% (16) 39.7 28.0
A28 Other expense 649.5 - T 0% 287 98.3 413
GOB Gross operating balance (1-2+23+N0Bz) 1,0389 4510 43% 5056 1016  (156.2)
NOB Net operating balance (1-2+NOBz) [ 10389 4510  43% 5056 1016  (1562)
% of GDP 0.6%
TRANSACTIONS IN NONFINANCIAL ASSETS:
A31 Net Acquisition of Nonfinancial Assets [ 0543 649 7% 184 282 182
A311 Fixed assets [ 9543 649 7% 184 282 182
A312 Change in inventories
A313 Valuables
A314 Nonproduced assets - - - - - -
NLB Net lending / borrowing (1-2+NOBz-31) [ 846 386.2 ©o4871] 7347 (174.4)
TRANSACTIONS IN FINANCIAL ASSETSAND | (
LIABILITIES (FINANCING): 0.1% 0.5%
A32 Net acquisition of financial assets [ 0.0) 2073 0% 4871 667  (346.5)
A321 Domestic [ (0.0) 2073 0% 4871 667 (3465)
A322 Foreign [ - - - - - -
A323 Monetary gold and SDRs [ - - - - - -
A33 Net incurrence of liabilities [ (84.6) (1788)  212% - 67)  (172.2)
A331 Domestic [ -] - - - -
A332 Foreign (846) (1788) 21 - 67)  (17122)

r r r

Vertical check: Difference between net
lending/horrowing and financing (1-2-31=32-33-
NLBz=0) 0.0 0.0 0.0 0.0 0.0

* These are data as of 22M April 2014 but the numbers will continue to be revised until 31" March 2015 when the Accounts for
2014 are finalized.




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

GFS Code  GFS Description

Al

All
A111
A112
A113
A114

A115

A116
AL2
AL3
Al4

A21
A22
A23
A24
A25
A26
A1
A28
GOB

NOB

A31

A311
A312
A313
A314
NLB

A32

A321
A322
A323
A33

A331
A332

TRANSACTIONS AFFECTING NET WORTH:
Revenue
Taxes
Taxes an income, profits, and capital gains
Taxes on payroll & workforce
Taxes on property
Taxes on goods & services

Value-Added Tax

Taxes on international trade & transactions
Other taxes
Social contributions
Grants
Other revenue
Expense
Compensation of employees
Use of goods and services
Consumption of fixed capital
Interest
Subsidies
Grants
Social benefits
QOther expense
Gross operating balance (1-2+23+NOBz)

Net operating balance (1-2+NOBz)

TRANSACTIONS IN NONFINANCIAL ASSETS:
Net Acquisition of Nonfinancial Assets
Fixed assets
Change in inventories
Valuahles
Nonproduced assets
Net lending / borrowing (1-2+NOBz-31)

TRANSACTIONS IN FINANCIAL ASSETS AND LIABILITIES

(FINANCING):

Net acquisition of financial assets
Domestic
Foreign
Monetary gold and SDRs

Net incurrence of liabilities
Domestic
Foreign

Vertical check: Difference between net lending/horrowing and’

financing (1-2-31=32-33-NLBz=0)

TREASURY ACCOUNT
Budget 2014 Total (VT mn) % January  February
18278 3997 22% 1959 ur7’
0%
0%
0%
of which
0%
Excise 0%
0%
18278 3997 2% 1959 1477
- - 0% - -
18278 %576 14% 437 84.0
2314 364 16% 144 103
12441 1795 14% 259 4138
[ 0%
T . 0% ) B
3023 200 1% 04 316
317 02 1% - 02
183 94 5% 30 (00)
S 1422 T o152 637
1422 1522 63.7
0.2%
506.4 | 159 3% 49’ 101’
506.4 1597 3% 49 101
(506.4)" 1263 25% 1474 536
[ 1263 " 1474 536
[ 1263 "ours’ 536
506.4 | . 0%’ [ I
. 0%
5064 : 0%
00 00 00 00

March

96.1

96.1
1299

117
1118

(00)

6.4
(738)

(738)

09
09

(74.7)

(74.7)
(747)

0.0




B statement Of Government Operations Excluding Donors

STATEMENT OF GOVERNMENT OPERATIONS EXCLUDING DONORS

GFS Code  GFS Description Budget2014  Total (VT mn)

TRANSACTIONS AFFECTING NET WORTH:

Al Revenue " 152527
ALl Taxes [ 136146
A111 Taxes on income, profits, and capital gains
A112 Taxes on payroll & workforce -
A113 Taxes on properly 3535
A114 Taxes on goods & services [ 10,544.3 T
of which |
Value-Added Tax | 5,955.2 i
Excise 21450
A115 Taxes on international trade & transactions [ 27168 I
A116 Qther taxes -
Al2 Social contributions
Al13 Grants -
Al4 Other reveniue [ 16381
A2 Expense " 142138
A21 Compensation of employees [ 83029 (
A22 Use of goods and services [ 29896 (
A23 Consumption of fixed capital -
A24 Interest [ 5965
A25 Subsidies [ 600
26 Grants [ 14231 "
A7 Social benefits 2105
A28 Other expense 6312
GOB Gross operating balance (1-2+23+NOBz) 1,0389
NOB Net operating balance (1-2+NOBz) [ 10389
% of GDP
TRANSACTIONS IN NONFINANCIAL ASSETS:
A31 Net Acquisition of Nonfinancial Assets [ 44797
A311 Fixed assets [ 4479
A312 Change in inventories
A313 Valuables
A314 Nonproduced assets -
NLB Net lending / borrowing (1-2+NOBz-31) [ 5910

TRANSACTIONS IN FINANCIAL ASSETS AND
LIABILITIES (FINANCING):

A32 Net acquisition of financial assets [ (0.0)
A321 Domestic [ (0.0)"
A322 Foreign -

A323 Monetary gold and SDRs :

A33 Net incurrence of liabilities [ (591.0)
A331 Domestic [ -0
A332 Foreign ' (591_0):

Vertical check: Difference between net
lending/borrowing and financing (1-2-31=32-33-
NLBz=0) 0.0

39720
35800

876"
202347

13424 "
4761 "

5690

3920
36631
18837
7936

1598

6011
659
1589
308.9
308.9
0.4%

490
490

2599

81.0
810

(1788)  30%

(1788)

0.0

%

26%
26%

25%
28%

24%
22%

21%

24%

26%
23%
27%
21%

0%
42%
31%

25%

0%
0%

0.3

r

r

r

January

17956
16827

424
14295

5112
1572

2108

1129
14423

6752

2696

14.0
4593
(L6)

257
3533

353.3

136
136

3398

3398
3308

0.0

February

March

11721 10042

10518 8455
226 25
846.2 6477
410.3 4209
1829 136.0
1829 1753
1203 1587
11342 10866
596.1 6124
2739 250.2
480 978
785 633
395 280
983 348
379 (824)
379 (82.4)
181 173
181 173
198~  (99.7)
131 (2718)

1317 (2718)

(6.7)

(6.7)

0.0

r

r

(172.2)

(172.2)

0.0




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

**Vision report 22" April 2014 includes VAT paid by Departments




