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Treasury Monthly Budget Report – March 2015 

 

Summary 

The total Government net operating balance for the month of March was a surplus of VT 920.0 million.  As a result, the total 

Government net operating balance for the year to date was a surplus of VT 878.8 million, equivalent to 1.1 per cent of GDP.  

The net operating balance for Government operations, excluding donor financing, was also a deficit of VT 88.7 million at the 

end of March, equal to -0.1 per cent of GDP.  

Government Revenue  

Revenue collection for the Government in March recorded VT 1,466.5, representing a 46.0 per cent increase compared to the 

collection during the similar period a year ago (VT 1,004.2 million). Total receipt for the past three months collected f VT 3,779.7 

million, that is 4.8 per cent lower from the equivalent period recorded during the same period last year (VT 3,972.0 million). 

The major revenue stream of the Government, s VAT (Value Added Tax)collected  VT 518.9 million in  March, totalling up to an 

amount of VT 1,347.9 million for the year to date. This covers 24 per cent of the budget target (VT 5,610.6 million) and is 0.4 per 

cent higher than VT 1,342.4 million collected during the same period a year ago. To date, the second largest revenue stream, 

Import duties recorded VT 536.6 million at the end of March representing 20% of the Budget target of VT 2,695.6 million. This is 

5.7 per cent below VT 569.0 million recorded during the same period in 2014. The other major revenue stream is excise, recording 

VT 373.2 million at the end of March. This represents 20.0  per cent of the budget target (VT 2,010.8 million) but   decreased by  

21.6 per cent from VT 476.1 million recorded at the end of March last year. 

 

Government Expenses 

Government spending during March recorded VT 1,172.0 million representing 7.8 per cent above VT 1,086.6 million recorded 

during the same month a year ago. To date, Government expense recorded VT 3,868.4 million, equivalent to 25.0 per cent of the 

Budget target of VT 15,519.2 million and is 5.6 per cent more than VT 3,663.1 million recorded during the same period last year. 

The increase is partly contributed by the cyclone Pam relief and recovery related expenses. 

However, below are the major expense items:  

 Allowance-scholarship (VT 92.8 million against a budget target of VT 219.5 million) 

 Fees-Scholarship (VT 48.6 million against a budget target of VT 100.0 million) 

 Electricity Utilities (VT 66.8 million against a budget target of VT 254.7 million) 

 International travel (VT 47.9 million against a budget target of VT 149.0 million) 

 Vehicle-Additional Vehicle (VT 14.1 million against a budget target of VT 6.0 million) 

 Vehicles Fuel (VT 28.4 million against a budget target of VT 123.6 million) 

 Telephone/Fax-Communication (VT 39.8 million against a budget target of VT 119.2 million) 

 House renovation (VT 0.9 million against a budget target of VT 80 thousand) 

 Rations Suppliers (VT 98.2 million against a budget of VT 14.6 million) 

 Compensation Damage (VT 2.2 million against a budget of VT 5.1 million) 

Government Acquisition of Non-Financial Assets 

The Government has spent VT 67.0 million in acquiring fixed assets and made VT 57 thousands from sales of fixed asset after the 

first three months. 

Government Acquisition of Financial Assets 

This month, the Government has issued VT 290.4 million and paid out VT 288.0 million worth of Government bonds. 
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Development Budget Highlights 

Fund received from Donors in March reached VT 1,023.8 million, bringing the aggregate receipts so far to VT 1,584.2 million at 

the end of March. The major donors are from E.E.C (VT 359.6 million), World Bank (VT 205.3 million), PNG (VT 195.6 million), ADB 

(VT 109.2 million), and Australia (VT 57.0 million). The expense from the Donor finance recorded VT 398.4 million in March, and 

so far the total spending has reached VT 615.9 million. For the year to date, the major spending on projects includes Structural 

Adjustment Programme (EU) (VT 359.5 million), Vanuatu Observer & Port Sampling Program (VT 32.7 million), Strengthen 

Provincial Health Care Service (VT 25.3 million), VTSSP II plant and Equipment (VT 121.7 million) and VTSSP II Physical Works 

(VT182.1 million). 

Fiscal Policy Response 

Expenditure 

Following the COM paper 37/2015 the following expenditure measures are addressed to cope with the 

projected shortfall of revenue early this year.  

 COM through the Ministerial Budget Committee (MBC) approves that expenditure management 

and control undertaken at the Ministry/agency level including the need to re-prioritize 

expenditures accordingly.  

 

 Government places a temporary freeze on all NPPs, except those under the productive sectors 

and legal obligations including severance payment. This temporary order should be lifted once 

Government revenue has been recovered supported by another COM decision;  

 

 Maintain the current arrangement to release operational warrant on a fort-nightly and not 

monthly basis; 

 

 Review and control for international travel 

 

 Freeze all recruitments, except for recommended revenue generating Departments of the 

Government including DCIR, Department of Ports & Harbor, Citizenship office, Department of 

Lands, Fire-arms section of the Vanuatu Police Force and the Department of Bio-Security until 

such time the Government fiscal position recovers. The Public Service Commission will assist 

DCIR with the approval of some of their key positions within their new structure.  

 

 Freeze the implementation of new structures even if approved by PSC until the following budget 

year to ensure that they are fully incorporated into the budget; 

 

 Continue to implement COM decision 72/2013; 

 

 Freeze virements out of payroll and into operational budget; 

 

 Enforce out-standing debts; 

 

 No advance release of payroll; 

 

 Reject all tender requests from line agencies without an appropriated budget;  

 

 COM requests MFEM to design a set of penalties for line agencies who fail to use NPPs for their 

intended purpose to which they are originally appropriated. 
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Revenue 

The COM paper 37/2015 has imposed significant initiatives to boost revenue receipts: 

1. DCO will now assume the role of the Revenue task force with the inclusion of the State law office (SLO), 

DSSPAC and Treasury (MFEM) as members during the deliberations. This is to ensure that there is a 

continuous follow-up on all that has been discussed and agreed upon; 

 

2. COM urges all Ministeries to work together with DCO to implement and provide up-dates over their initiatives 

stipulated within the Revenue Matrix; 

 

3. A COM paper on Non-tax revenue be developed and presented to COM before the end of Quarter 2 of 2015; 

 

4. COM empowers Department of Customs & Inland revenue (DCIR) to recover key VAT out-standing and 

penalties from Government state own enterprises (SOEs) and beef-up general compliances; 

 

5. All Ministeries are urged to collect out-standing revenue. Directors-General and their respective Directors will 

be assessed by PMO and PSC for non-adherence to these instructions. COM must anticipate, seeing some 

changes in current outstanding revenue arrear from each sector, by end of 3rd quarter of 2015; 

 

6. COM approves for DCIR to implement the following as immediate measures to cater for the current shortfall: 

 

 DCIR to strengthen compliance on Value added tax as it is likely that more revenue can still be 

collected; 

 Expansion of Excise tax base from 79 excisable items to 154 excisable items (recent 

amendment). For example: 

 Excise on Soft drinks-Projecting VT 200 million in 2015 

 Second-hand vehicles-Projecting VT 50 million in 2015 

 Increase rate on double cabin vehicle-Projecting VT 20 million 2015 

7. Improve compliance efforts. For example: 

 Increased number of checks on exemption-end users, rather than relying 

solely on paper work 

 Improve risk management system through selectively committee meetings 

 Amend “Materially incorrect” penalty provisions to allow for penalty notices 

to be served to clients 
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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. 
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Annex 1: Statement Of Total Government Operations*  

 

 

* These are data as of 22
nd

 April 2015 but the numbers will continue to be revised until 31
st

 March 2016 when the Accounts for 

2014 are finalized. 
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Statement of Government Operations Which Are Funded By Donors through the Central Treasury 
Account  
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Statement Of Government Operations Excluding Donors  
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Annex 2: Summary of Revenue and Expense by Ministry** 

 

**Vision report 8
th 

May  2015 includes VAT paid by Departments. 


