Treasury Monthly Budget Report - September 2014

ISummary

At the end of September 2014 the Government had a total net operating surplus of VT 936.6 million, which equals 1.4 per cent
of GDP.

The total net operating balance for Government operations, excluding donor fund, showed a surplus of VT 346.4 million at the
end of September, which is equivalent to 0.8 per cent of GDP.

I Government Revenue

Government revenue collection continues to remain strong this month at VT 1,255.8 million, this is 24.1 per cent higher than
what was earned in September 2013 (VT 1,012.0 million). The total revenue for the year to date is VT 11,428.0 million, which is
75.0 per cent of the 2014 budget target and is 5.9 per cent higher than the total revenue collected in the equivalent period in
2013 (VT 10,796.1.9 million). This is due to improvements in collections from the collecting agencies, which indicate progress in
compliance revenue sections.

The leading source of Government revenue is Tax, collecting VT10, 262.3 million at the end of September. The tax collection to
date includes VT 4,262.2 million recorded in VAT. The revenue collection from VAT gathered 77.0 per cent of the 2014 VAT
budget target and is 6.1 per cent higher than the level of collection during the same period a year ago (VT 4,017.9 million).

The second leading source of Government revenue is Import Duty with, VT 251.0 million collected this month and amounting to a
total of VT 1,883.8 million at the end of September. The revenue from Import Duties to date constitutes 69.3 per cent of the 2014
Import Duties budget target and is 0.5 per cent higher than what was collected in the equivalent period a year ago (VT 1,875.3).

Finally, the third leading source of Government revenue is Excise with VT 172.6 million collected in September and VT 1,433.3
million total excise collected by the end of September. The Excise collected 67.0 per cent of its 2014 budget target, which is by 2.5
per cent higher than what was collected during the equivalent period a year ago (VT 1,398.2 million)

l Government Expenses

During September the recurrent expenditure of the Government has reached VT 1,312.5 million totalling up to VT 11,081.6
million for the past 9 months. The spending for this month (VT 1,312.5 million) exceeds the spending in the same month last year
by 9.0 per cent. To date spending has consumed 78.0 per cent of the budgeted expenditure, which is 4.7 per cent higher than
spending for the same period in 2013 (VT 10,582.3 million).

There are several expense items that were unbudgeted or under budgeted for the past nine months. The expenditure items are as
follows:

= Acting Allowance- VT 62.3 million against a budget of VT 0.5 million

= Subsistence Allowance- VT 154.9 million against a budget of VT 90.4 million

= Internet and Satellite Communications- VT 290.6 million against a budget of VT 0

= Court Costs- VT 49.7 million against a budget of VT 30.2 million

= Vehicles Repairs & Maintenance- VT 105.9 million against a budget of VT 55.6 million
= Vehicle Fuel- VT 115.6 million against a budget of VT 115.1 million

=  Vehicle-Additional Vehicle- VT 11.6 million against a budget of VT 5.4 million

= Fee-Scholarship- VT 130.3 million against a budget of VT 162.9 million

= Allowance Scholarship- VT 345.5 million against a budget of VT 162.9 million




I Government Acquisition of Non-Financial Assets

To date, the Government has spent VT 173.4 million acquiring fixed assets against a budget of VT 449.5 million and made VT 4.0
million on sales of assets. This brought the net acquisition of fixed assets to VT 169.4 million at the end of September.

I Government Acquisition of Financial Assets

The Government issued no new bonds in September. However, domestic borrowing for the year to date stands at VT 1,262.8

million while domestic amortisation was VT 1,000.0 million.

On the other hand, the Government has amortised VT 532.4 million worth of external loans and made no external borrowings at
the end of September 2014.

l Development Budget Highlights

The Development fund received VT 93.5million in project grants in September, a 122.6 per cent increase from project grants
collected in the equivalent period a year ago (VT 42.0 million). The major contributing partners are New Zealand (VT 21.5
million), World Health Organisation (VT 7.2 million), Australia (VT 6.1 million) and others (VT 58.7 million).

To date, the Development fund received VT 1,637.0 million and spent VT 1,046.8 million to cover operational cost (VT 715.5
million), Compensation of employees (VT 143.3 million), Grants (VT 176.9 million), Social Benefits (VT 0.2 million) and Other
expenses (VT 10.9 million).




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 refers to spending that generates no return and reduces 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, 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.

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

GFS Code  GFS Description Budget 2014 Total (VT mn) % January  February  March  April May June July August  September

TRANSACTIONS AFFECTING NET WORTH:

Al Revenue To70804 130650 76% 20293 1344 11302 11602 16284 16541 15319 12380 13886
M1 Tares | 13616 102623 7% 103 10660 8479 10454 10079 10642 12087 11097 11422
Al Taxes on income, profits, and capital gaing
A2 Taxes on payroll & warkforce - - . - . - . - : - - -
M13 Taxesonproperty 3535 WL 0% 04 W N6 WS 465 B0 W6 M4 470
M14 Taxeson goods & senvices " 1053 004" T6% 1481 805 6498 8013 7838 8230 9483 8436 847
af which
Value-Aded Tax : 5,5552: 4,2623: % 511 4102 4004 458 4550 4848 5403 4773 5284
Bxcise 21430 14333 6% 1912 1829 1360 1635 1320 169.7 1880 1304 1726

Allh Taves on intemational tade & bransactions 2,716.8' 1,883_8r 69% 2108 1829 1;h4 093 1816 W13 ns  Bu 2510
A116 Other taxes

A2 Social confributions - - - - - - - - - - - -
A3 Grants 18278 | 16370 09 1708 144 1182 202 5013 4818 135 190 238

M4 (Ot evene T 1657 T 132 139 1641 W6 1002 181 206 1093 1136
¥ Expense ©o16015 0 121285 76% 14698 12199 12399 15103 11047 12209 11593 16M5 15501
il Compensation of employees T 61551 7% 6896 6064 641 6515 6736 637 6347 9581 6384
vy Useofgoods and senices Tome 3505 T1% M5 374 363 5M5 2189 32 3O 3040 4107
A23 Consumption of fixed capital - - - - - - - - - - -
14 nteest T s s094° &% 140 40 1069 40 81 184 n§ 122 1179
A% Subsidies [ 600 Sm - : : : : : : : :
126 Grants YT 1317 8% 497 101 63 105 173 181 912 134 1785
w7 Social benefs 422 -7 (8 97 B0 M4 BT 60 39 518 636
18 Ot expense 6495 o om0 W3 M3 613 &0 46 2T 1030 1300
GOB  Gross operating balance (12+23+N0B) 10389 966 90% 5505 144 (1097) (3500) 587 4332 3126 (4066  (2105)
NOB  Netoperating balance (1-2+N0Bz) ¥ BT T W66 9% 595 144 (1097) (%01 5B7  4R2 316 (066 (2105
% 0fGOP 1%

TRANSACTIONS IN NONFINANCIAL ASSETS:
M1 NetAcguisitonof Nonfinancial Assets 9543 %84 8% 173 85 100 24 186 M8 197 426 554
B Fedases K w4 W w3 WS W0 N4 BE M8 197 426 554
A12 Change ininventories
4313 Valuahles
A314 Nonproduced assets - - . - . - . - : - - -
NIB Netlending/ borrowing (12:N0Bz31) 816 6682 Cos2” 960 (188) (24) 5051 3884 329 (492 (2659)

TRANSACTIONS IN FINANCIAL ASSETS AND

LIABILITIES (FINANCING]: 0% 08%
A32  Netacquisition of financial assels ' 00) 387 0% 5422 893 (3331 (609) 4667 3858 5871 (736 (4549)
B Domestc ' 00) 97 0% 522 83 (3mY Y 4667 38 STL (736 (4549
BY  Foe [ : . : : : . : : : : . .
B3 Moretarygoldand SORs ' : |- : : : : : : : : :
A3 Netincumence of liabilties T 2695 3% - 67 [043) (284 (383 (6 2427 1756 (1890)
3L Domestc ' [ 229 : : Somsy - 06 07 :
N3 Foe | [84.63: [324) G I -1/ ) By e @4 (Y (m

Vertical check: Difference between net
lending/borrowing and financing (1-2-31=32-33
NLBz=0) 0.0 00 00 00 00 00 00 0.0 00 0.0 00

* These are data as of 15" October 2014, 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
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I Statement Of Government Operations Excluding Donors
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STATEMENT OF GOVERNMENT OPERATIONS EXCLUDING DONORS
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B Annex 2: Summary of Revenue and Expense by Ministry**

01 Constitutional Agencies 1,141,698,286| 1,129,698,286 867,304,294 76| 1,125,710,615| 1,409,254 391
Mo2 Prime Ministers Ministry 1,647,071,881| 1,275491,813| 1,288,928987 78| 1,274,898,042| 1,031,120,959
Mo3 Ministry of Education & Training 4,177,924 503| 4177,924503| 3,504,519,975 84| 4176,452,140| 3,945597 404
04 Ministry of Internal Affairs 608,452,252 608,452,252 476,262,605 78 693,464,193 649,812,877
MO5 Ministry of Finance and Economic Management 4,574,357,249| 4,331,857,249| 3,588,964,005 78| 3,856611,613| 3,523,730,773
MG Ministry of Commerce, Industry and Tourism 287,682,462 287,682,822 239,651,792 83 334,405,945 412, 38T 655
MO7 Ministry of Health 1,682,203,839| 1,642,203,839| 1,260,694,493 75| 1,596,914,326| 1,561,579,702
M3 Ministry of Agriculture, Livestock, Forestry, Fisheries and Biosecurity 452,491,212 452,491,212 366,636,659 TG 444 54T 361 424 601,547
M09 Ministry of Lands, Environment, Mines & Water Resources 231,698,863 231,698,863 183,964,269 TS 245,945,671 237,708,585
M40 Ministry of Infrastructure and Public Utilities 1,546,656,666| 1,546,656, 666 903,448,570 53| 1,222,163,176| 1,153,843,538
M12 Ministry of Foreign Affairs and External Trade 366,022,222 366,022,222 321,652,566 88 360,449 150 326,842,681
14 Ministry of Youth Development and Training 182,801,745 153,551,748 132,535,607 73 139,052 408 145,761,167
M15 Ministry of Justice and Community Service 328,337,089 328,337,089 251,360,721 7 311,807,952 364,276,464

Ministry of Climate Change Adaptation, Geohazards, Meteorology and Energy 266,100,261 234,934,045 130,018,855 (5] 218,134,823 157,075,624

M1 Constitutional Agencies 70,900,000 70,900,000 163,196,546 237 46,326,560 47,199,963
Mo2 Prime Ministers Ministry 31,200,000 31,200,000 29,967,249 96 40,515,153 36,876,379
Mo3 Ministry of Education & Training 5,500,000 5,500,000 8,558,856 156 12,307,049 2,996,161
04 Ministry of Internal Affairs 1,012,293, 445 1,012,293,445 939,458,297 93 1,190,192,710 749,027,663
Mos Ministry of Finance and Economic Management 12,779,217,812| 12,779,217,812| 10,823,733,015 85| 13,675,687,588| 13,464,949 356
MG Ministry of Commerce, Industry and Tourism 29,180,000 29,180,000 17,310,953 59 17,270,360 19,083,380
Mo7 Ministry of Health 21,684,665 21,684,665 14,332,272 66 14,636,163 16,603,079
M3 Ministry of Agriculture, Livestock, Forestry, Fisheries and Biosecurity 282,280,000 282,280,000 352,669,707 125 413,415,719 292,440,995
Mo9 Ministry of Lands, Environment, Mines & Water Resources 632,996,674 632,996,674 532,325,944 84 534,425,692 802,650,875
M10 Ministry of Infrastructure and Public Utilities 500,550,000 500,550,000 307,943,109 62 472,421,662 587,856,588
M12 Ministry of Foreign Affairs and External Trade 500,000 500,000 269,500 54 7,152,910 6,115,886
M14 Ministry of Youth Development and Training 400,000 400,000 420,600 105 504,500 548,300
M20 Ministry of Climate Change Adaptation, Geohazards, Meteorology and Energy 30,300,000 30,300,000 4,666,454 15 44 377,716 11,379,804

**Vision report 15" October 2014 includes VAT paid by Departments




