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Report Highlights

o Net Operating Balance
was $91.7m surplus for
the FY 2015/16

o Net Lending/Borrowing
balance was $7.6 m,
reduced by 5S68.0m from
last year

® Revenue collection
recorded a record col-
lection of $595.6m for
FY 2015/16

e Government Debt main-
tained at $1.1 billion in
June
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June Quarter Overview

The Central Budgetary Government operations for
the final quarter of FY 2015/16 resulted in a (Net
Lending Borrowing Balance) surplus of $26.8 mil-
lion. The outturn has been consistent from the pre-
vious quarter following deficits of $8.0 million and
$57.6 million in the September and December quar-
ters. Underpinning the favorable result was the re-
duction in the level of expenditure at $21.6 million
(16.3 percent) from March 2016 and $43.6 million
(28.3 percent) from last year. This was largely due
to the drop in the Net Acquisition of Fixed Assets
to $3.3 million for June coupled with a significant
decrease in operating expenses of $27.7 million

from last year.

As a result, the government’s financial position
with the banking system went up by $19.1 after
deducting $7.7 million for loan repayments at the

end of the period.

The Net Operating Balance (NoB) continued to
record surpluses having recorded an outturn surplus
of $23.5 million for June 2016 after two outstand-
ing results in December and March quarters. The
continuing surpluses balance in the NoB was a
result of operating expenses being contained at

$113.9 million in June with improvements in

revenue collection to stand at $137.3 million de-
spite its shortfalls compared to March 2016 and
June 2015 by $25.9 million and $28.7 million
respectively. The trends of the two balances as

percentage of GDP are shown in the chart below.

Chart 1: Net Operating Balance & Net Lending/Borrowing
balance as % GDP from March 2014 - June 2016

Net Operating Balance and Net Lending/Borrowingas
% of GDP

15.0

100 -

50 -

Percentage

(5.0)

(10.0) -

(15.0)

~i—Net Operating Balance —#—Net Lending / Borrowing

Revenues

Total receipts for June 2016 amounted to $137.3
million. Of this amount, $130.2 million was from
Taxes representing a total contribution to overall
revenue of 94.8 percent; $6.7 million was from
Other revenues at 4.9 percent and $0.4 million
from grants. Total revenues for June was $25.9
million lower compared to March 2016. It was
largely due to decreases of $30.9 million and
$6.4 million respectively in Grants and Other
revenues categories. Similarly, revenues went

down by 17.3 percent on a yearly basis. As a




result, revenues contribution to overall GDP has reduced by
5.0 percent from March 2016 and 8.2 percent from last year
registering its contribution to GDP of 27.3 percent for the

quarter under review.

The continuous growth in the Taxes category was primari-
ly due to outstanding performances from components
namely the VAGST, Excise Tax and Customs and Import
Duties where all categories increased against their corre-
sponding levels at $6.1 million, $4.1 million and $4.5 mil-

lion.

Other revenue collection as of June 2016 congregated to
$6.2 million, $4.7m lower if compared to June 2015. The
category's quarterly performance was heavily affected by
the drop of $3.9 million in Sales of Goods and Services and

a shortfall of $4.4million in Administrative fees.

Grants received in June 2016 went down by $37.9 million
registering $0.4 million in total. This reflects the comple-
tion of one of the major projects in the country towards the

end of June.
Expenditures

Total expenditure commitment by the Central Government
for the June quarter aggregated to $110.5 million, $43.6
million lower than June 2015 and $21.6 million than the
previous quarter. The level of spending in June was low
considering the average spending for June quarters from
2011 - 2015 of $163.9 million, this was $53.4 million lower

than the average spending over the five year period.

Operating expenses for June totaled to $113.9 million. This
was a significant drop of $27.7 million (19.5 percent) from
last June and contributing 25.0 percentage points to overall
expenditure percentage change. Within the amount, Grants
given to other government units and Subsidies were in-

creased by $5.2 million; however, it was not enough to off-

set the low level of spending for Use of Goods and Services

of $30.6 million.

Chart 2: Expenditure by type - March 2014 - June 2016 - Oper-

ating expense & Capital expenditure

Expenditure by Type - Operating Expenses and Fixed Assets, March
2014 - June 2016
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In terms of spending for sector operations, education sector
and health sector received the most amounts at $21.5 mil-
lion and $21.3 million each. This was consistent with gov-
ernment prioritize given to these sectors as stipulated in the
national plan. Economic affairs received $20.6 million
which consist mainly of other governmental operations and
services delivered by Ministries followed by the General
Public Services and Public Order and Safety at $18.5 million
and $10.6 million. The remaining amount of $18.0 million
was disbursed among the sectors of Housing ($9.3 million),
Social Protection ($6.5 million) with Environmental Protec-
tion and Recreation, Culture, Religion both received shares

of $1.1 million each.
2015/2016 financial year outturn

The Central Budgetary Government operations for the fiscal
year 2015/16 recorded a surplus of $91.7 million in the Net
Operating Balance. The amount has increased from last year
by $84.0 million and the biggest surplus ever recorded for
the last seven fiscal years. The outstanding outturn perfor-
mance was a result of good revenue collection, totaled at
$595.6 million and increased by 11.5% ($61.2 million) from
last year coupled with the huge reduction in operating

expenses on a yearly basis at $22.8 million to record its ag-




gregated spending of $503.9 million for the year under re-

View.

The final phase of the Malifa - Vaitele road together with
other infrastructural developments implemented and contin-
ued within the year saw an increase in spending for Acquisi-
tion of Fixed Assets of $16.0 million accounted for 16.5 per-
cent of total expenditures. However, due to the consistency
in revenue collection, the Net Lending Borrowing Balance
deficit has been reduced by $68.0 million from last year to
$7.6 million for the FY 2015/16.

As a result, the NLB deficit fell within the fiscal target at 0.4
percent with the NoB at 4.5 percent in terms of GDP as

shown in the chart below.

A drawdown of $8.5 million from financial assets through

the banking system was to finance the deficit.

Chart 3: Net Operating and Net lending/Borrowing as 7% of GDP
2011/2012—2015/16
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Total government Revenue for the Financial Year 15/16
amounted to $595.6 million. In terms of revenue composi-
tion, Taxes dominate the total amount by 83.5 percent at
$497.6 million, Other revenue was 8.8 percent at $52.6 mil-
lion and 7.6 percent was from Grants at $45.4 million.
Revenue for the FY15/16 recorded a positive improvement
of 11.5 percent over the last FY 14/15, increasing its contri-

bution to GDP by 1.8 percent from last year. The summary

table 2 below highlights the overall performance per

component over the last three fiscal years.

Summary Table 1: Revenue by Type, FY 2013/14 - FY
2015/16

Taxes

From the table above (with full details provided in table
2), Taxes growth has been consistent over the years. Be-
ing the main revenue provider, the component grew by
$3.6 million on average from FY 2013/14 - 2015/16. This
was largely due to good performances from all compo-
nents of taxes over the period. On that note, the most out-
standing collections were from VAGST of $199.6 million
and Excise Tax at $120.5 million. The categories exceeds
there corresponding 2015 levels by $22.5 million and
$21.1 million respectively. Furthermore, the two compo-
nents contribute 8.8 percent to overall revenue change on
annual basis. The graph below illustrates the growing

trends of each tax component from the last five years.

Chart 4: Taxes components trend growth, FY 2011/14 - FY
2015/16




