Treasury Monthly Budget Report - October 2014

ISummary

The net operating balance for total Government operations at the end of October was a surplus of VT 1,111.1 million,
equivalent to 1.4 per cent of GDP.

The net operating balance for Government operations, excluding donor funds, at the end of March was a surplus worth VT
376.0 million, equivalent to 0.5 per cent of GDP.

I Government Revenue

Government collection of revenue fell slightly from VT 1,246.7 million in September to VT 1,202.9 in October. This represents a
decline by 2.3 per cent from what was collected in October, 2013 (VT 1,231.7 million). Total collection to date was VT 12,621.3
million which is 83.0 per cent against the annual budget (VT 15,252.7 million), and a 5.0 per cent increase from the collection
during the equivalent period a year ago.

The Government’s largest revenue stream is VAT which had collected VT 4,752.6 by the end of October. This represents 86.0 per
cent of the budget target and is 3.7 per cent higher than the amount collected during the same period last year. Import duty on
the other hand has collected VT 2,120.6 million by the end of October and this represents 78.0 per cent of the budget target and
0.03 per cent increase from import duty collected in the equivalent period a year ago. Finally, the third largest revenue stream is
excise which collected VT 1,581.9 million to date, representing 74.0 per cent of the budget target and 2.3 per cent increase on
what was collected a year ago in the same period.

I Government Expenses

So far, the Government spent VT 12,245.4 million. This represents 86.0 per cent of the budget target and is 4.3 per cent higher
when compared to the same period last year (VT 11,741.8 million).

This increase in expenses is due to line ministries sorting out their outstanding bills as the year is drawing to an end. This includes
costs in the area of communication and transportation.

None the less, there are a number of items which have exceeded their budget target:

e Vehicle fuel, VT 133.4 million against an annual budget of VT 115.1 million

e Vehicles Repairs & Maintenance, VT 136.8 million against an annual budget of VT 55.6 million
e Vehicle-Additional Vehicle, VT 11.8 million against an annual budget of VT 5.4 million

e  Telephone/Fax-communication, VT 108.2 million against an annual budget of VT 91.4 million
e Internet and Satellite Communication, VT 293.0 million against an annual budget of VT 0

e  Subsistence allowance, VT 174.9 million against an annual budget of VT 90.4 million

e Allowance-Scholarship, VT 346.1 million against an annual budget of VT 260.4 million

I Government Acquisition of Non-Financial Assets

At the end of October, the Government has spent VT 184.8 million on acquiring fixed assets against a budget of VT 449.5 million.
It has sold off VT 4.0 million worth of fixed assets.

I Government Acquisition of Financial Assets

In the past ten months of 2014, the Government issues two new domestic bonds worth VT 501.3 million and retired bond worth
VT 238.4 million. External amortization to date stands at VT 552.4 million with VT 20.1 million being paid in March.




I Development Budget Highlights

The development fund had received VT 2,031.9 million in the past ten months of 2014, with the majority (VT 290.5 million)
arriving in October. The development fund spent VT 1,296.8 million on operating expenses and VT 156.5 million on acquiring
fixed assets. The program incurring the majority of expenditure continues to be the AusAID.

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.

¢ Netlending/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 refers to spending that generates no return and reduces 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, the Ministry of Finance and Economic Management warrant releases really only 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.

o 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 Netincurrence 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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Annex 2: 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
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I Annex 3: Statement Of Government Operations Excluding Donors

STATEMENT OF GOVERNMENT OPERATIONS EXCLUDING DONORS
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I Annex 4: Summary of Revenue and Expense by Ministry

EXPENDITURE BY MINISTRY

2014 Actual to| Actual as % by
Code 2014 Budget Date Budget
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REVEMNUE BY MINISTRY
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2014 Budget Date Budget
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