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Brief
Monthly Budget Implementation of March 2019

1. Revenue Performance

In March 2019, budgetary central government achieved total revenue of 2,095,554 Million Riel,
increased by 13.57 percent (or by 246,120 Million Riel) compared to March last year. In the first
three months of 2019, the total revenue has reached 5,123,726 Million Riel (equal to 24.83 percent
of budget law), increased by 15.05 percent compared to the same period previous year, in which tax

revenue accounted for 83.74 percent and other revenue and grant accounted for 16.26 percent.

2. Expenditure Performance

In March 2019, budgetary central government executed expenditure of 1,518,790 Million Riel,
increased by 1.70 percent (or by 25,393 Million Riel) compared to March last year in which
included expense of 1,132,446 Million Riel and non-financial asset of 386,343 Million Riel. In the
first three months of 2019, the total expenditure reached 3,674,657 Million, equal to 15.54 percent
of 2019 budget law, increased by 3.95 percent compared to the same period last year. The total
expenditure, which also includes expense, achieved 17.91 percent and net acquisition of non-

financial asset achieved 11.24 percent of 2019 annual budget law.

3. Net lending/ Net borrowing, and Gross Operating Balance

As of March 2019, Gross Operating Balance has reached 2,390,811 Million Riel, increased by
29.48 percent compared to the same period of 2018. The Balance of Net Lending and Net
Borrowing accounted for 1,449,069 Million Riel, with net acquisition of financial asset of
1,648,660 Million Riel and net incurrence of liabilities of 199,596 Million Riel.

4. Conclusion

Based on the budget implementation during these first three months of 2019, budgetary central
government still has performed remarkably well, reflected by the increase of revenue and expense
by 15.05 and 3.95 percent, respectively, while net incurrence of liabilities decreased by 18.80% and

net acquisition of financial asset increase d by 41.62 percent compared to the same period last year.



2.1 Statement of Government Operations

Millions of Riels, Fiscal year ends December 31

BL2019 2019 2?223119; 2019M1 | 2019M2 | 2019M3 | 2019M4 | 2019M5 | 2019m6 | 2019M7 | 2019M8 | 2019m9 | 2019M10 | 2019M11 | 2019m12
Accounting method:|  Non Cash Non Cash | Non Cash| Non Cash | Non Cash | NonCash | NonCash | NonCash | NonCash | NonCash [ NonCash | NonCash | NonCash | Non Cash | Non Cash
1 REVEINUE woossvvvss vt 20,632,855.0| 5,123,725.5| 24.83%| 1,602,197.8| 1,461,973.9| 2,059,553.8
11 TAXES corsivvtss st 16,626,000.0| 4,290,729.4|  25.81%| 1,420,996.5| 1,241,000.9| 1,628,731.9
13 GrANES ... 1,189,753.0 266,188.3 223704 88,729.4 88,729.4 88,729.4
14 Other revenue ... 2,817,102.0 566,807.8| 20.120| 92,471.8] 132,243.6| 342,092.4
2 BXPEMISE wovvvvvrsssssssvvssssssssssss s 15,404,610.8| 2,732,914.6| 17.74%| 895099.6| 705368.9| 1,132,446.1
21 |COMPENSAton Of eMpIOYEeS ... 27312190 17901045 2315%| s670326| sarcosa| esLasss
2 Use of goods and Services ..............ccocuvverivncicnciinicnninccnen. 3.156,676.8 176,738.4 5.60% 37,582.4 65,555.7 73,600.3
24 |MEETESL ittt 525080.0|  151,100.7| 28.80%| 626082 501209 38470.7
25 SUBSIAIES ..o 11,000.0] ... 0.0 0.0 00
26 GIANES . 1,296,571.8 350,602.2 27.04%| 206.840.8 7515.2 136,246.2
27 Social benefits .. 1,596,371.5 86,379.3|  5.41%| 15662.9 9,967.2|  60,749.3
28 ONET EXPENSE oo 1,087,681.8 177,890.4|  16.36% 5372.8| 30,6038 141,913.7
Gop |Gross operating balance (1-2+23+NOBZ) ..........cocooeuee 5228,244.2| 2,390,810.9| 45.73%| 707,008.2| 756,605.0 927,107.7
NOB  |Net operating balance (1-2+NOBz) o] 52282442| 23908100| 45.73%| 707.0082| 7566050 927.107.7
31 |NetAcquisition of Nonfinancial ASSEts ......oieereereenns. 8,384,277.6| 9417422 11.23%| 303,163.2| 2522356 386,343.4
311 FiXed @SSELS .....ccooviiiiciiiiicccc 8.384,277.6 041,742.2 11.23%| 303163.2| 252235.6| 386,343.4
oM  |Expenditure (2+31) 23,788,888.4| 3,674,656.8| 15.45%| 1,198,262.8| 957,604.5| 1,518,789.5
neg  |Net lending (+) / Net borrowing (-) (1-2-31) or (1-2M) -3,156,033.4|  1,449,068.7|... 403,934.9| 504,369.4| 540,764.3
32 |Netacquisition of financial assets .. -193,149.0|  1,648,660.1|... 579,000.1| 518485.3| 551,174.7
301 DOMESEIC .ot -193,149.0 1,648,660.1|... 579,000.1| 5184853| 5511747
33 Net incurrence of liabilities .......c.covvviiiiiiiiinnnin | 3,478,067.0 199,596.0 5.74% 175,064.6 14,120.9 10.410.5
I 3,478,067.0 199,596.0|  5.74%| 175064.6] 14,2209] 104105




2.2. Table of Revenue

Millions of Riels, Fiscal year ends December 31

Act2019/

BL2019 2019 Bl oot | 2019M1 | 2019M2 | 2010M3 | 2019M4 | 2019M5 | 2019M6 | 2010M7 | 2019M8 | 2019M9 | 2019M10 | 2019M1l | 2019M12
Accounting method: Non Cash Non Cash Non Cash| Non Cash | Non Cash | Non Cash | Non Cash | Non Cash [ Non Cash | Non Cash | Non Cash [ Non Cash | Non Cash | Non Cash | Non Cash
1 REVENUE ....oooooooooooeooooeoeeoeessssssssssssssssseeseeseeeeeeeeeeeeeeeeeeeeeeeee et STt Y| 1 c02,107.5| 1 461.073.0] 20505538
1 TAXES vvvessvrrss st 16,626,000.0 4,290,729.4|  25.81%| 1,420,996.5| 1,241,000.9| 1,628,731.9
111 |Taxes onincome, profits, and capital gains ..o 4,330,000.0 074,982.3| 22.52%| 250,814.7| 210,585.6| 513.581.9
1111 |Payable by individuals .... 1,080,000.0 208,149.9| 19.27%| 72,2260 67,417.5| 685063
1112  |Payable by corporations and other enterprises .......................} 3.250,000.0 766,832.4 2359%| 178588.7| 143168.1| 4450756
114 |Taxes on goods and SEIVICES ........owwriimmssiivmsssinnssinnssd 0,888,500.0| 2,731,486.7| 27.62%| 943725.0| 847,313.4| 9404483
1141 |General taxes on goods and SErviCes ...........ccccovvvrriinciinnne. 5751,500.0| 1,439758.5 25.03%| 493243.1| 4238831 5226323
11411 |Value-added taxes ..........ccocovviiiiiiiiiiisicineeec e 5751,500.0 1,439.758.3 25.03%| 493243.1| 423883.1| 52206321
11413 |Turnover & other general taxes on G & S ........ccceeviviiiriiinns 0.0 02| . 0.0 0.0 01
1142 [EXCISES ..oveuviieeieeeeeieeeesre sttt 4.137,000.0 1,291.728.2 31.22%| 450481.9| 4234302 417.816.0
115 | Taxes on international trade and transactions 2,398,000.0]  583583.6| 24.3a%| 226331.3| 182,735.1| 174517.1
1151 |Customs and other import duties .............ccoeciiiiniiiiiniins 2.348,500.0 572.503.5 24.38%| 221879.2| 179.972.4| 170.651.9
1152 |Taxes 0N EXPOMTS .......ccveeueeieiieiieie et 49,500.0 11,080.1 22.38% 4.452.1 2.762.7 3.865.3
116 |Other taxes 9,500.0 676.9|  7.13% 125.4 366.9 184.6
13 GrantS ..oooeiiiiiiie i 1,189,753.0 266,188.3 22.37% 88.729.4 88.729.4 88,729.4
131 |From foreign governments 319,426.0 79.856.5| 25.00%| 26618.8| 266188 26,6188
1312 [CAPIAl .o 319.426.0 70.856.5|  25.00% 26,618.8 26,618.8 26,618.8
132 |From international Organizations .............oewssivrsssiveesse 870,327.0|  186,331.8| 21.41%| 62,1106 62,1106 621106
1322 |Capital .. 870,327.0 186,331.8| 21.41%| 62,1106| 621106 62,1106
14 Other FEVENUE ....ceiiiiiieeeee e 2.817,102.0 566,807.8 20.12% 02.471.8| 132.243.6| 342,002.4
141 |Property income 270,112.4|  205723.7| 76.16%|  2.950.8|  6,176.6| 196,596.3
1411 [INEErESL .eoiiiiiiiiiiiiiiie 127,379.0 28,334.8 22.24% 0.0 1,267.1 27.067.8
14112 From residents other than general government ............... 127,379.0 28,334.8 22.24% 0.0 1,267.1 27,067.8
1412 | Dividends ... 21,250.0 165,899.0 780.70% 0.0 00| 165,899.0
1413  |Withdrawals from income of quasi-corporations ...................... 36.8 17.3 46.99% 0.0 0.0 17.3
TA15  [RENE ottt 121,446.6 11,472.6 0.45% 2.950.8 4,909.6 36122
142 |Sales 0f go0dS ANd SEIVICES w.ovvvivvrisivvvrssisrssssinssssnss] 2,281,014.0 335419.7| 14.70%| 81,3605 118526.2| 1355329




2.2. Table of Revenue

Millions of Riels, Fiscal year ends December 31

Act2019/

BL2019 2019 BL 2019 2019M1 2019M2 2019M3 2019M4 2019M5 2019M6 2019M7 2019M8 2019M9 2019M10 2019M11 2019M12

Accounting method:|  Non Cash Non Cash | Non cash| Non Cash | Non Cash | Non Cash | Non Cash | Non Cash [ Non Cash | Non Cash | Non Cash | Non Cash [ Non Cash | Non Cash | Non Cash
1421 |Sales of market establishments ..............cccooviviiiiiiiiicns 634,026.6 47.378.7 7.47% 21,050.3 14,675.8 11,652.5
1422 |Administrative fees ..o 1,111,248.8 197,560.8 17.78% 15,994.8 58.598.4| 122,9675
1423  |Incidental sales by nonmarket establishments .......................} 535,738.6 90,480.2 16.89% 44.315.4 45.252.0 912.9
143 |Fines, penalties, and forfeits 133,774.3 254274 19.01%| 81089| 747906 98388
144 Transfers not elsewhere classified ............ccccccoeiviin. 132,201.3 237.0 0.18% 516 61.1 124.4
1441 [CUITENE ...eviiiiiiii s 132,201.3 237.0 0.18% 516 61.1 124.4
14412 ONET <o 132,201.3 237.0 0.18% 516 61.1 124.4




2.3. Table of Expense

Millions of Riels, Fiscal year ends December 31

Act2019/

BL2019 2019 BL 2019 2019M1 2019M2 2019M3 2019M4 2019M5 2019M6 2019M7 2019M8 2019M9 2019M10 2019M11 2019M12
Accounting method: Non Cash Non Cash Non Cash| Non Cash Non Cash Non Cash Non Cash Non Cash Non Cash Non Cash Non Cash Non Cash Non Cash Non Cash Non Cash
2 EXPENSE ..o 15,404,610.8 2.732,914.6 17.74% 895,009.6 705.368.9 1,132,446.1
21 |COMPENSALON Of EMPIOYEES .. 7731,2100| 17901045 2315%| 567.0326| 541.606.1| 6814659
211 |WageS aNd SAIANES ..o 7731,2100| 17901045 23.15%| 567.0326| 541.606.1| 6814659
22 Use of goods and services ... 3,156,676.8 176,738.4|  5.60%| 37,582.4| 65555.7] 73,6003
24 INTEIEST ..o 525,089.0 151,199.7 28.80% 62,608.2 50,120.9 38,470.7
241 TO NONTESIAENES ..o 525,089.0 151,199.7 28.80% 62,608.2 50.120.9 38.470.7
25 SUDSIAIES ..o 11,000.0|... 0.0 0.0 0.0
251 TO public COrporations ..........ocvevirienieireseeeeceee e 11,000.0|... 0.0 0.0 0.0
26 GIantS ..o 1.296,571.8 350,602.2 27.04%| 2068408 75152 136,246.2
262 To international 0rganizations ..........cccocceeeveeicienieeieneenn.) 166,837.2 0.784.4 5.86% 124.8 3.383.4 6.276.2
2621 \Current..... 166,837.2 97844  5.86% 124.8 3,383.4 6,276.2
263 |To other general gOVErNMENT UNILS ....ooooooooovvesssrnrssn 1,129734.6|  340,817.8| 30.17%| 206,716.0 4131.8| 129,970.0
2631 [CUITENT ..ot 1.129734.6 340,817.8 30.17% 206,716.0 41318 129.970.0
27 Social benefits ..o 1,506,371.5 86,379.3 5.41% 15,662.9 0.067.2 60,749.3
271 Social security benefits .........ccccoeviviiiiiiii 868,871.0| ... 0.0 0.0 0.0
272 Social assistance benefits ..o 511,101.9 50,535.3 9.89% 934.7 756.3 48,844.3
273 Employer social benefits .........cccoceveiiiiiiiiie 216,398.6 35.844.0 16.56% 14,728.2 9.210.9 11,905.0
28 Other eXPENSE ....ociiiiieieeeeeeeeee e 1,087.681.8 177,890.4 16.36% 5372.8 30,603.8| 141,013.7
282 |Transfers not elsewhere classified ... 1,087,681.8|  177.6656| 1633%| 53728| 304378 1418550
2821 [CUITENE ..ot 1,087,681.8 177,665.6 16.33% 5372.8 30,437.8 141,855.0
283 Premiums, fees, and claims related to nonlife insurance a 1,756.2 204.8 12.80% 0.0 166.0 58.7
2831 Premiums, fees, and current claims ..o 1,756.2 204.8 12.80% 0.0 166.0 58.7
28311 | Premiums 1,756.2 224.8]  12.80% 0.0 166.0 58.7




2.4. Table of Transactions in Assets and Liabilities

Millions of Riels, Fiscal year ends December 31

Act2019/

BL2019 2019 BL 2019 2019M1 2019M2 2019M3 2019M4 2019M5 2019M6 2019M7 2019M8 2019M9 2019M10 | 2019M11 | 2019M12
Accounting method: Non Cash Non Cash Non Cash| Non Cash | Non Cash | Non Cash [ Non Cash | Non Cash | Non Cash | Non Cash | Non Cash | Non Cash | Non Cash | Non Cash | Non Cash

3 CHANGE IN NET WORTH: TRANSACTIONS %/ .................. 4,713,061.6] 2,390,806.3] 50.73%| 707,098.7| 756,600.0] 927,107.6
31 Net acquisition of nonfinancial assets O e 8,384,277.6 941,742.2 11.23%| 303,163.2| 252,235.6] 386,343.4
311 Fixed assets ... 8,384,277.6 941,742.2| 11.23%| 303,163.2| 252,235.6| 386,343.4
311A |Acquisitions: fixed assets ........cccccociiiiiiiiiiiiii, 8,384,286.6 941,742.2 11.23%| 303,163.2| 252,235.6| 386,343.4
311B |Disposals: fixed assets ..........ccovviiiiiiiiiiniiice 9.0|.. 0.0]...

3111 |Buildings and StruCtures ...........cccoevvninieninnnncssnnend 7,672,380.0 828,345.1 10.80%| 296,578.4| 157,317.6| 374,449.1
3111A |Acquisitions: buildings and structures ..............cccccevviiiinnn. 7,672,383.0 828,345.1 10.80%| 296,578.4| 157,317.6| 374,449.1
3111B |Disposals: buildings and Structures ..............c.cocooevieveieicnenn. | 3.0]... 0.0]...

3112 |Machinery and eqUIPMENt ...........ccceuiiiiiiiiiieiiiiiiseiene 711,903.6 113,397.1] 15.93% 6,584.9 94,917.9 11,894.3
3112A |Acquisitions: machinery and €qUIPMENt ..........cc.oovvevieriinnns 711,903.6 113,397.1| 15.93% 6,584.9] 94,9179 11,8943
3113 |Other fixed assets .. 6.0|... 0o0l..

3113B |Disposals: other fixed @ssets ..............cccooeviiiiiiiiciiciiiiccs 6ol ool..

32 Net acquisition of financial assets [321+322+323] ............. 193,149.0|  1,648,660.1]... 579,000.1| 518,485.3] 551,174.7
3202 |Currency and deposits [3212+3222] ... 0.0[ 1,679,320.0|... 579,000.1| 521,812.1| 578,507.8
3204 |Loans [3214+3224] .....cccocoiiiiiiiiiiiiiiee -193,149.0 -30,659.8]... 0.0 -3,326.8| -27,333.1
321 DOMESLIC v -193,149.0 1,648,660.1... 579,000.1| 518,485.3| 551,174.7
3212 |Currency and depoSitS ..........ccccoeueieiiiiiiiiininiee 00| 1,679,320.0]... 579,000.1| 521,812.1| 578,507.8
3214 [LOANS ©iiiiiiiiiii -193,149.0 -30,659.8]... 0.0 -3,326.8| -27,333.1
33 Net incurrence of liabilities [331+332] ...........cccoccvviiiiiiiiennnes 3,478,067.0 199,596.0 5.74%| 175,064.6 14,120.9 10,410.5
3304 |L0ans [3314+3324] ....cviiiiiiiiii e 3,478,067.0 199,596.0 5.74%| 175,064.6 14,120.9 10,410.5
332 |Foreign 3,478,067.0 199,596.0 5.74%| 175,064.6] 14,1209 10,4105
3324 [LOANS ..ot 3,478,067.0 199,596.0 5.74%| 175,064.6 14,120.9 10,410.5




3.CHARTS

Unit: Billion RKH
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3.CHARTS

Chart 5: Expenses Chart 6: Transacion in Asset and Laibility
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4, LLocal Government Finance Statistics

Millions of Riels, Fiscal year ends December 31

STATEMENT OF GOVERNMENT OPERATIONS

2015 2016 2017 2018 2019BL
Accounting method: Non Cash Non Cash Non Cash Non Cash

1 REVENUE ... 1,449,977 4 1,444,774.2 1,796,172.6 2,848,913.3 2,096,478.9
11 e — 761,372.3 755,258.1 1,009,595.3 1,547,749.0 1,351,616.7
12 Social contributions ... 0 0 0 0 0
13 GIANES ..ottt 634.297.1 635351.4 744.479.7 1,249,994.6 687.234.4
14 Oher FEVENUE .....o.viviiiiiiieieieecee e 54,308.0 54.164.7 42,097.6 51,169.6 57.627.8
2 EXPENSE ..ot 974.628.8 1,078,847.2 1,279,522.0 1,558,959.9 1.166,075.1
21 Compensation of eMPIOYEes ... 225,075.1 308,999.5 343718.4 402,780.3 470,939.1
2 Use of goods and ServiCes ... 684.972.7 696,590.9 843,084.7 1,016,362.1 626,653.7
23 Consumption of fixed capital ...........ccccoereireniiiiinccescs 0 0 0.0 0.0 0.0
24 |IMerest.. 0 0 0.0 0.0 0.0
25 SUDSIIES ... 0 0 0.0 0.0 0.0
26 GIANES ..ottt 491 429 37.4 9.8 39.0
27 SoCial DENEFILS ... 9.708.6 11,504.4 16,358.0 16,007.5 14,0963
28 Other EXPENSE ........cccviiiiiiiiiie e 54,830.4 61,7095 76.323.4 123,800.1 54,347.1
Gop |Gross operating balance (1-2+23+NOBZ) ....covvvevnnenes 475,348.6 365,927.1 516,650.6 1,289,953.4 930,403.8
Nop |Netoperating balance (1-2#NOBZ) “.....rvvvvvvuirreeernanc] 475,348.6 365,927.1 516,650.6 1,289,953 .4 930,403.8

TRANSACTIONS IN NONFINANCIAL ASSETS: 0 0 0 0 0
31 Net Acquisition of Nonfinancial Assets ..................cuee 313.219.4 294.622.4 304.720.5 507,180.4 490,300.1
311 FIXEA QSSELS ...ttt 311,694.1 276,672.4 304,681.1 506,686.2 4752262
312 Change in INVENTOTIES .........ccccooiiiiiiiiiiiicce 0 0 0 0 0
313 ValubIES ... 0 0 0 0 0
314 Nonproduced @SSEets ..o 1,525.3 17,950.0 39.4 4942 15,073.9
2m  |Fxpenditure (2+31) 1,287,848.2 1,373,469.6 1,584,242.6 2,066,140.3 1,656,375.3
nig  |Netlending (+) / Net borrowing (-) (1-2-31) or (1-2M) ..... 162,129.2 71,304.7 211,930.1 782,773.0 440,103.6

TRANSACTIONS IN FINANCIAL ASSETS AND

LIABILITIES (FINANCING): 0 0 0 0 0
32 Net acquisition of financial assets ........ccvoviviiiiinininnn 271,74822 52,1195 333,478.0 873,100.9 0.0
301 DOMESHIC ...ttt 2717482 521195 333,478.0 873,100.9 0.0
322 FOT@IGN ..ottt 0 0 o o o
33 Net incurrence of liabilities ......c.coovvnviviiiiisnninniiininny 109,619.0 -19,183.6 121,548.0 90,327.9 -9,180.2
331 DOMESTIC .cvvveiiee et e e e e e e et e e e e e e saeeeeesesraaaeeeennnees 109,619.0 -10,183.6 121,548.0 90,327.9 -9,180.2
332 FOT@IGN ...t 0 0 0.0 0.0 0.0




5.Technical Note on “Government Finance Statistics Report”

(GFSM2014 Framework)

1. Statement of Government Operation

1.1.

1.2.

1.3.

1.4.

1.5.

1.6.

The Statement of Operations presents details of transactions in revenue and expense, as
well as the net investment in nonfinancial assets, the net acquisition of financial assets, and
the net incurrence of liabilities. Revenue is defined as the increase in net worth resulting
from transactions, and expense as the decrease in net worth resulting from transactions. The
net investment in nonfinancial assets equals the acquisitions minus disposals of fixed assets,
minus consumption of fixed capital, plus changes in inventories, plus the net acquisition
(acquisitions minus disposals) of valuables and nonproduced assets.

Two important analytic balances are derived in the Statement of Operations. Revenue
minus expense equals the net operating balance, reflecting the total change in net worth due
to transactions. The subsequent deduction of the net investment in nonfinancial assets
results in net lending (+) / net borrowing (=), which is also equal to the net result of
transactions in financial assets and liabilities.

The net operating balance is a summary measure of the sustainability of the reporting sector
or subsector’s operations. It is comparable to the national accounts concept of saving plus
net capital transfers receivable. The net operating balance as defined here excludes gains
and losses resulting from changes in price levels and other changes in the volume of assets.
The component of the change in net worth that is due to transactions can largely be
attributed directly to government policies since governments have direct control over the
decisions that lead to the interaction with other units by mutual agreement. The same
cannot always be said for the other components of the total change in net worth. For
example, changes in the market prices or events that impact on the volume of assets or
liabilities are not in the direct control of government. Still, these risks need to be monitored
so that governments can manage them proactively to minimize their potential fiscal impact.

Net lending (+) / net borrowing (-) is a summary measure indicating the extent to which
government is either putting financial resources at the disposal of other sectors in the
economy or abroad, or utilizing the financial resources generated by other sectors in the
economy or from abroad. It may therefore be viewed as an indicator of the financial impact
of government activity on the rest of the economy and the rest of the world.

The gross operating balance as presented in the Statement of Operations differs from the
net operating balance in that it does not include consumption of fixed capital as an expense.
Consumption of fixed capital can be difficult to measure in practice and a satisfactory
estimate may not be available. If so, the gross operating balance may be more practical for
analysis than the net operating balance. The net operating balance is, however, preferred in
principle because it captures all costs of operations during the reporting period.

Expenditure is the sum of expense and the net investment in nonfinancial assets and is
presented as an additional aggregate in the Statement of Operations. This aggregate is not
influenced by the level of consumption of fixed capital and is therefore suitable for
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1.7.

1.8.

1.9.

international comparisons between countries even if they cannot reliably measure
consumption of fixed capital.

Revenue is an increase in net worth resulting from a transaction. The major types of
revenue are taxes (11), social contributions (12), grants (13), and other revenue (14). The
disposal of a nonfinancial asset by sale or barter is not revenue because it has no effect on
net worth. Rather, it changes the composition of the balance sheet by exchanging one asset
(the nonfinancial asset) for another (the proceeds of the sale). Similarly, amounts receivable
from loan repayments and loan disbursements are not revenue.

Expense is a decrease in net worth resulting from a transaction. The major types of expense
are compensation of employees (21), use of goods and services (22), consumption of fixed
capital (23), interest (24), subsidies (25), grants (26), social benefits (27), and other expense
(28). In addition, expense can be classified according to the functions of government, such
as health or social protection. The acquisition of a nonfinancial asset by purchase or barter
is not an expense because it has no effect on net worth. Rather, it changes the composition
of the balance sheet by acquiring one asset (the nonfinancial asset) against the
disposal/reduction in another asset or by incurring a liability (the payable for the asset).
Similarly, amounts payable on loans extended and repayments on loans incurred are not
classified as expense.

The third section of the Statement of Operations records financing transactions, which are
transactions that change a government’s holdings of financial assets and liabilities.
Transactions in financial assets can be classified in multiple ways; for ease of presentation,
classification of financial assets according to whether the counterpart liability was incurred
by a resident (indicated by “domestic” in the table) or a nonresident (indicated by
“external”) and similarly for the classification of liabilities.

1.10. There are additional classifications of transactions in financial assets and liabilities in

GFS. The first classification is based on the type of financial instruments involved in the
transactions. The instruments are: monetary gold and SDRs; currency and deposits; debt
securities; loans; equity and investment fund shares or units; insurance, pension, and
standardized guarantee schemes; financial derivatives and employee stock options; and
other accounts receivable/payable. The second classification is based on the sector of the
counterparty of the transactions in financial instruments. That is, transactions in liabilities
are classified according to the sector of the institutional unit conducting the counterpart
transaction in financial assets, such as financial corporations, nonfinancial corporations,
households, and nonprofit institutions serving households.

1.11. Another possible classification of transactions in financial assets and liabilities is

whether they were acquired or disposed of for the purpose of public policy or liquidity
management. This distinction is not included in the Statement of Operations, but is used to
define the overall fiscal balance.

1.12. Public policy-related assets or liabilities may be acquired for a variety of reasons,

such as fostering new industries, assisting ailing government corporations, or helping
particular businesses suffering economic adversity. Such transactions can take a variety of
forms, including loans, equity securities, and debt securities. Given that there is oft en a
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concessional element to such transactions, it is useful to identify them in a separate
category so that for some analyses the fiscal impact of these policy-related transactions in
assets could be assessed separately

1.13. All other transactions in financial assets are assumed to be for liquidity management
or other purposes. That is, the assets are acquired to earn a market rate of return while
keeping sufficient funds on hand to finance day-to-day operations, or to meet the long-term
needs of society, such as through a special purpose government fund.
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