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Brief Report
On Monthly Budget Execution of May 2018

1. Revenue Performance

In May 2018, budgetary central government has achieved total revenue of 1,718,336 Million
Riel, increased by 13.60 percent (or by 205,714 Million Riel) compared to May last year. In five
months of 2018, the total revenue reached 8,144,921 Million Riel (equal to 45.18 percent of budget
law), increased by 8.82 percent compared to the same period last year, in which tax revenue
accounted for 85.83 percent and other revenue and grant accounted for 14.17 percent.

2. Expenditure Performance

In May 2018, budgetary central government executed expenditure of 1,491,075 Million Riel,
increased by 5.55 percent (or by 78,431 Million Riel) compared to May last year. In five months of
2018, the expenditure reached 6,431,240 Million, increased by 16.56 percent compared to the same
period last year. The total expenditure achieved 29.24 percent of annual budget law, in which

expense and net acquisition of non-financial asset achieved 32.82 and 22.70 percent respectively.

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

As of the end of May 2018, gross operating balance reached 3,481,537 Million Riel, decreased
by 4.07 percent year-on-year, as result of expense execution improvement with lower revenue
execution. The balance of net lending and net borrowing accounted for 1,713,681 Million Riel, with
net acquisition of financial asset of 2,234,818 Million Riel and net incurrence of liabilities of
444,658 Million Riel.

4. Conclusion

The budget implementation of budgetary central government has improved during the five
months of 2018, with total expenditure and total expense increased by 16.56 and 20.95 percent
respectively compared to the same period last year while gross operating balance accounted for 5.9

times of May 2018’s expenses.



2.1 Statement of Government Operations

Millions of Riels, Fiscal year ends December 31

BL2018 2018 /;?22%1188/ 2018M1 2018M2 | 2018M3 2018M4 | 2018M5 2018M6 2018M7 2018M8 2018M9 | 2018M10 | 2018M11 | 2018M12
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 REVENMUE .-oovvvvrs v 18,026,105.0| 8,144,921.3|  45.18%| 1,291,345.8| 1,340,361.1| 1,805,687.4| 1,989,191.3| 1,718,335.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0
11 TAXES ovvvvrssssvveess s 14,814,568.0| 6,990,436.9| 47.19%| 1,120,259.9| 1,140,239.1| 1,653,275.1| 1,604,629.8| 1,472,033.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
13 GIANES .o 716,102.0 379,629.2| 53.01%| 49,2585| 492585 58,2248 721319 150,7555|...
14 Other revenue ... 2,495,435.0 774,855.2| 31.05%| 121,827.4| 1508635 94,187.5| 312.429.6] 95547.2|...
EXPENSE oovvevverieiiescieieie st senesnsnnns
2 14,209,516.0 4,663,384.6| 32.82%| 598,763.3] 991,609.9| 1,016,607.3| 928,359.0| 1,127,955.2...
21 COmPENSation Of MPIOYEES ..oooo.oocvvvess e 7,002,828.9| 2,626,183.8| 37.50%| 457,742.4| 499,001.0| 567,747.9| 531,646.2| 570,046.3|...
22 Use 0f g0OdS and SEIVICES .........ooooooivvrsssirenssresf 3,122,211.4 518,639.3| 16.61%| 42,110.0| 39564.2| 78,300.7| 133807.8| 224,856.7]...
1] €= =) SRR
24 387,481.0 167,548.6| 43.24%| 26,400.5| 57,738.6| 57,6075 11,758.8] 13,953.2]...
25 SUDSIAIES ..o 10,920.0 5206.7| 47.68% 0.0 0.0 0.0 0.0 5,206.7]...
26 GIANES -ovvvrss v 1,217,274.4 576,046.2|  47.32% 991.9| 298149.7| 521225| 1745059 50,276.2|...
27 Social benefits .. 1,484,210.5 546,012.6| 36.79%| 62,8005 78,463.1| 132,842.3| 492622 222,6445|..
28 ONET EXPENSE oo 984,589.8 2237475 22.72% 8,718.0| 18783.3| 127.896.4| 273781 409716]...
Gop |Gross operating balance (1-2+423+NOBZ) ........cooooeene 3,816,589.0| 3481,536.7| 91.22%| 6925825 348,661.2| 789,080.2| 1,060,832.3| 590,380.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0
N ing bal 1-2+NOBz) ¢
Nog |Net operating balance (1-2+NOBZ) “....covverriensrinnsninns] 3,816,589.0| 3481,536.7| 91.22%| 692582.5| 348,661.2| 789,080.2| 1,060,832.3| 590,380.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0
31 |NetAcquisition of Nonfinancial ASSEts ......oieereereenns. 7,787,598.1| 1,767,855.4| 22.70%| 273,386.9| 177,019.8] 509.477.0| 444,852.3| 363,119.4)..
311 |FIXCUBSSEIS oo 7,787,594.1| 1,504,495.3| 20.47%| 2737386.9 163,821.6] 460,468.0| 391,158.2| 305,660.5]...
314 Nonproduced @SSEets ...........ccccevririeiiiiniciii 4.0 173.360.1 0.0 13.198.2 49,009.0 53,604.1 57.458.8|...
om  |Expenditure (2+31) 21,007,114.1| 6431,2400] 29.24%| 872,150.2| 1,168,719.7| 1,526,084.2| 1,373,211.3| 1,491,074.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0
neg  |Net lending (+) / Net borrowing (-) (1-2-31) or (1-2M) 3,971,009.1| 1,713,681.3|... 4191955 171,641.4| 2796032 615980.0] 227,261.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0
32 |Netacquisition of financial assets .. -180,193.0  2,234,818.4... 523,800.0| 160,616.1| 454,714.5| 776,580.7| 319,107.0 00 0.0 00 0.0 00 0.0 00
DOMESEIC .ttt
321 -180,193.0| 2,234,818.4|... 523,800.0| 160,616.1| 4547145 776,580.7| 319,107.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
33 Net incurrence of liabilities .........cocoiveesniniiniiiiinnnn] 33434440 4446576 13.30%| 1046045 -11,025.3 150,7905| 1337537| 665343 0.0 0.0 0.0 0.0 0.0 0.0 0.0
331 DOMESLIC .. s 00l... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
e I 3,343,444.0 444657.6] 13.30%| 104,604.5| -11,025.3| 150,790.5| 133,753.7| 66,5343 0.0 0.0 0.0 0.0 0.0 0.0 0.0




2.2. Table of Revenue

Millions of Riels, Fiscal year ends December 31

BL2018 2018 2018M1 2018M2 2018M3 2018M4 2018M5 2018M6 2018M7 2018M8 2018M9 2018M10 | 2018M11 2018M12
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
1 REVENUE ..ot
18,026,105.0 8,144,921.3| 1,291,345.8| 1,340,361.1| 1,805,687.4| 1,989,191.3| 1,718,335.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0
1 TBXES v 14,814,568.0 6,990,436.9| 1,120,259.9( 1,140,239.1| 1,653,275.1| 1,604,629.8| 1,472,033.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

111 [Taxes on income, profits, and capital gains .................... 3,899,306.0| 2,010,700.1| 234,797.6| 176,185.1| 567,838.3| 667,474.9] 364,413.2|..

1111  |Payable by individuals .

1,170,000.0 365,517.3 74,242.6 73,451.5 71,824.7 89,352.0 56,646.5]...

1112  |Payable by corporations and other enterprises .......................] 2,729,306.0] 1,645,191.8| 160,555.0| 102,733.6] 496,013.6| 578,122.9] 307,766.7|...

114 Taxes on goods and SErviCes ........ccccovvvvivereeienenieenennn

8,786,262.0| 4,062,412.7| 728,076.7| 793204.1| 897,916.4| 760,160.7| 883,054.8 0.0 0.0 0.0 0.0 0.0 0.0 0.0
1141 |General taxes on g00dS and SEIVICES ......covvrrssvvrrssvnesn 4,812,262.0| 2,046,968.3| 373,205.4| 360,245.0| 462,475.6| 393637.7| 457,404.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0
11411 1ValUe-added tAXES ...ovosivvssvvsssvvssssss s 4,812,262.0| 2,046,960.0| 373,204.2| 360,244.9| 462,469.5| 393,637.0| 4574045 0.0 0.0 0.0 0.0 0.0 0.0 0.0
11413 |Turnover & other general taxes on G & S ........cceeviviiiniinnns 0.0 8.3 12 0.1 6.1 0.8 01l...

1142 |EXCISES ..ueoviieiiieiciiieieic ettt 3,974,000.0 20154444 354,.871.3| 432,950.1| 4354408 366522.9] 425650.2|...

115 Taxes on international trade and transactions

2,120,500.0 911,784.5 157,283.6| 170,393.1| 185,349.7| 174,557.3| 224,200.8]...

1151 |Customs and other IMPOTt QULIES ...o.....cccorsssvvrrsss e 2,075,2000| 891,205 149,823.1| 166,600.8| 182,123.7| 172.186.7| 220,488.1f...

1152 | Taxes ON eXPOIS .....ccevieiiiiiiiiicii e

45,300.0 20,562.0 7,460.4|  3,792.3 3,226.0 2,370.6 3,712.7|...
116 |Other taxes 8,500.0 5530.7 102.0 4567 21707| 24369 364.2|...
13 GIANES v 716,102.0 379,629.2| 49,2585| 49,2585 58,224.8] 72,1319 150,755.5]...
131 |From foreign governments 501,102.0|  256482.9| 24,629.3| 246203 33595.6| 47,5026 126126.3)...
R e 591,102.0 256,482.9| 24,620.3| 24,629.3| 33,595.6] 47,502.6| 126,126.3]...
132 |From international Organizations ...........o.oewssivesssisesse 125,000.0 123,146.3| 24,629.3| 24,620.3| 24,620.3| 24,6203 24,629.3|...
1322 |[Capital ..

125,000.0 123,146.3 24,629.3 24,629.3 24,629.3 24,629.3 24,629.3]...

I 24954350  774,855.2| 121,827.4| 1508635 94.187.5| 3124206 95547.2]...

141 Property income

197,844.5 172,708.1 4,855.5 2,867.4| 12,0616 1464682 6,455.3|...

L1411 [INEErEST .oviiiiiiiiciieice e

82,526.0 39,614.5 218.5 116.2 10,102.7 26,668.7 2,508.4|...
14112 From residents other than general government ............... 82 526.0 30.614.5 2185 116.2 10.102.7 26.668.7 2508.4|...
1412 | Dividends . 19,450.0 97,035.3 0.0 0.0 00| 97,0353 00]...
1413  |Withdrawals from income of quasi-corporations ...................... 33.1 23.4 0.0 0.0 105 0.0 129
T i 95,835.4 36,0349|  4637.0] 27512| 19485 227642|  3,9340|...

142 Sales of goods and ServiCes ...........ccocovvvvviiiiiiniiieieennd)

2,026,307.7 559,054.1| 112,296.6] 135,813.0 74,096.7| 157,316.0 79,531.9]...




2.2. Table of Revenue

Millions of Riels, Fiscal year ends December 31

BL2018 2018 2018M1 | 2018M2 | 2018M3 | 2018M4 | 2018M5 | 2018M6 | 2018M7 | 2018M8 | 2018M9 | 2018M10 | 2018M11 | 2018M12

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
1421 | Sales of market establishments .............ccccocoeviieiiiiiicncnnne 556,997.0 75,522.0 348.7 17,8135 11,483.0 24.446.5 21.430.3| ...
I 967,018.4 292,310.3| 61,060.8| 66,657.8] 60,880.0| 76,367.7| 27,343.9|...
1423 | Incidental sales by nonmarket establishments .................. RPN 0ccro| siciv|  17a7| sesons|  so7sral.
143 |Fines, penalties, and forfeits 146,549.8 42,659.0 46642 12,0017 8,003.1 8,613.8 9,286.2|...
144 Transfers not elsewhere classified ..........ccoccooviiiieiiiienns 124,733.0 434.0 111 91.4 26.1 317 2738/
TA4T [ CUIENL covvveeeeeeeeeeeeeeeeee e TR g 111 - 261 217 2738]
Rl T 124,733.0 434.0 111 91.4 26.1 317 273.38]...




2.3. Table of Expense

Millions of Riels, Fiscal year ends December 31

Act2018/

BL2018 2018 oL oo | 2018M1 | 2018M2 | 2018M3 | 2018M4 | 2018M5 | 2018M6 | 2018M7 | 2018M8 | 2018M9 | 2018M10 | 2018M11 | 2018M12
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 woossvvessvvrsssns s 14,200,516.0| 4,663,384.6| 32.82%| 598,763.3] 991,699.9| 1,016,607.3| 928,359.0] 1,127,955.2...
2 COmMPENSation of eMPIOYEES .oo..vvrssvvvessivvesssvrsssvssssoes 7,002,828.9| 2,626,183.8| 37.50%| 457,742.4| 499,001.0| 567,747.9| 5316462 570,046.3]...
211 {WAQeS AN SAIAMES w.ovosvvvvrssvvessvrsssssssssnss s 7,002,828.9| 2,626,183.8| 37.509%| 457,742.4| 499,001.0| 567,747.9| 5316462 570,046.3]...
22 Use of goods and services ... 3,122,211.4 518,639.3| 16.61%| 42,1100| 39,564.2| 78,300.7| 133.807.8] 224,856.7|...
24 IEEIEST oot 387,481.0 167,548.6| 43.24%| 26,400.5| 57,738.6] 57,6975 11,7588 13,953.2]...
241 |TO MONTESIABNLS -.-vvsvvrsvvesvoes oo 387,481.0 167,380.9| 43.20%| 26,400.5| 57,7386| 57,6975 11,7588 137855]...
242 To residents other than general government .....................] 0.0 167.7] ... 0.0 0.0 0.0 0.0 167.7| .
25 SUDSIUIES wvvvvsvvrsvvrssvnssssns s 10,920.0 5206.7| 47.68% 0.0 0.0 0.0 0.0 5,206.7|...
251 To public COrporations ...........cccoviviiiciiiiincecce 10,920.0 5.206.7 47.68% 0.0 0.0 0.0 0.0 5,206.7|...
26 GIANES v 1,217,274.4 576,046.2| 47.32% 9919 29081497 521225| 1745059 50,276.2|...
262 |To international organizations ... 162,847.3 33,027.2| 20.28% 112.8 6,496.9 4,310.5 88365  13,2705|...
R R 162,847.3 33,027.2| 20.28% 112.8 6,496.9 4,310.5 88365  13,2705|...
263 |To other general QOVErNMENL UNILS w.ooooovvvssivvsssisnsssieend 1,054,427.1|  543,010.0] 51.50% 879.1| 2016529 47,811.9| 1656694 37,005.7]...
2631 CUITEAL e 1,054,427.1 543,019.0[ 51.50% 879.1| 2016529 47,811.9] 165669.4] 37,005.7]...
2 SOCHAI DENEFILS w.vosovsors oo 1,484,210.5 546,012.6| 36.79%| 62,8005| 78.463.1| 132,842.3| 49.2622| 222,644.5|...
271 Social security benefits ..o 12| 0.0 0.0 0.0 0.0 0ol.
272 Social assistance benefits .........cccceveiiieiiiniiees 488,098.4 173,035.5 35.45% 749.9 782.6 27.808.9 53478 138,346.2| ..
273 |Employer S0Cial DENEfitS .....oooovvsssivressivnsssvrsssnssnne 996,110.9 372,077.1| 37.44%| 62,050.6] 77,680.4| 105,033.3] 439143 84,2084|...
28 Other expense ... 984,589.8 2237475  22.72% 87180 18783.3| 127.806.4| 273781 409716]...
282 |Transfers not elsewhere Classified .........coovwrsirssorson ] 984,589.8 2237475 22.72% 87180 18783.3| 127,806.4| 27,3781 40,9716]...
2821 CUITEIL et 984,589.8 223,7475  22.72% 8,718.0| 18783.3| 127,806.4| 27,3781 409716]...
283 Premiums, fees, and claims related to nonlife insurance a 1,588.1 184.8 11.64% 0.0 0.0 1835 0.0 14l
2831 Premiums, fees, and current claims .................cenereeeeeninnsnnnns 1,588.1 184.8 11.64% 0.0 0.0 1835 0.0 14l
28311 | Premiums 1,588.1 184.8|  11.64% 0.0 0.0 183.5 0.0 1.4]..




2.4. Table of Transactions in Assets and Liabilities

Millions of Riels, Fiscal year ends December 31

Act2018/

BL2018 2018 BL 2018 | 2018M1 2018M2 2018M3 2018M4 2018M5 2018M6 2018M7 2018M8 2018M9 | 2018M10 | 2018M11 | 2018M12
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 ¢ ..........oocc. 4,263,961.1| 3558,016.2| 83.44%| 692,582.5| 348,661.3| 813,401.0| 1,087,679.3| 615,692.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0
31 Net acquisition of nonfinancial assets Y e 7,787,598.1| 1,767,855.4 22.70%| 273,386.9| 177,019.8| 509,477.0| 444,852.3| 363,119.4]...
311 |Fixed assets 7,787,594.1|  1,594,495.3| 20.47%| 273,386.9| 163,821.6| 460,468.0| 391,158.2| 305,660.5|...
311A  |Acquisitions: fixed @SSets ..........ccccoceviiiiiiiiiiiiiiiiin 7,787,597.1 1,594,495.3 20.47%| 273,386.9] 163,821.6] 460,468.0] 391,158.2| 305,660.5]...
311B |Disposals: fixed asSets ...........cccooeiiiiiiiiiicicniccc 3.0|... 0.0 0.0 0.0 0.0 0.0]...
3111 |BuildiNgS aNd SLUCIUIES ....covvvvviii 7,472,736.0|  1,444,857.9] 19.34%| 160,484.7| 163,755.1| 454,022.2| 377,202.8| 289,393.1]...
3111A |Acquisitions: buildings and Structures ..............c..coceevieiiiinne 7,472,739.0|  1,444,857.9 19.34%| 160,484.7] 163,755.1| 454,022.2| 377,202.8] 289,393.1|...
3111B |Disposals: buildings and Structures ..............cccocoeveeeicinnn | 3.0|... 0.0 0.0 0.0 0.0 0.0]...
3112 |Machinery and €qUIPMENT ........ccooovvvmriiinriiinsnisineas 314,858.1 149,637.4| 47.53%| 112,902.2 66.6 6,445.8 13,955.4|  16,267.4|...
3112A |Acquisitions: machinery and quIPMENt .............ooovivvverinns 314,858.1 149,637.4|  47.53%| 112,902.2 66.6 6,445.8 13,9554  16,267.4|...
314 |Nonproduced assets 4.0 173,360.1 00| 13,1982 49,009.0 53,604.1| 57,458.8|...
314A  |Acquisitions: nonproduced assets ... 4.0 173,360.1 0.0 13,198.2|  49,009.0 53,604.1| 57,458.8]...
3141 L@NG o 4.0 173,360.1 0.0 13,198.2 49,009.0 53,694.1 57,458.8|...
3141A | ACQUISItIONS: 1AN ..cvvoevvie 4.0 173,360.1 00| 13,1982 49,009.0 53,694.1| 57,4588]...
32 Net acquisition of financial assets [321+322+323] ............. -180,193.0| 2,234,818.4]... 523,800.0| 160,616.1| 454,7145| 776,580.7| 319,107.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3202 |Currency and deposits [3212+3222] .........cocvvvniiniinniininii 00| 2278312.1|... 523,800.0| 160,616.1| 467,598.0] 807,191.0| 319,107.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3204 |L0ans [3214+3224] ....cooovviiniinii -180,193.0 -41,716.7... 0.0 0.0| -12,883.5| -28,833.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3205 |Equity and investment fund shares [3215+3225] ....................| 0.0 1,777.0]... 0.0 0.0 0.0 -1,777.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
321 |Domestic -180,193.0|  2,234,818.4(... 523,800.0| 160,616.1| 454,7145| 776,580.7| 319,107.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3212 |Currency and deposits .. 0.0 2,278312.1]... 523,800.0| 160,616.1| 467,598.0| 807,191.0| 319,107.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3214 |LOANS ..ooiiiiiiiic s -180,193.0 -41,716.7... 0.0 0.0 -12,883.5 -28,833.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3215 |Equity and investment fund shares .. 0.0 -1,777.0|... 0.0 0.0 0.0 -1,777.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
33 Net incurrence of liabilities [331+332] .......cccoovviniiniiniinss 3,343,444.0 444,657.6| 13.30%| 104,604.5| -11,025.3[ 150,790.5| 133,753.7| 66,534.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3304 |Loans [3314+3324] . 3,343,444.0 444,657.6| 13.30%| 104,604.5| -11,025.3| 150,790.5| 133,753.7| 66,534.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0
332 [FOT@IGN oo 3,343,444.0 444,657.6| 13.30%| 104,604.5| -11,025.3| 150,790.5| 133,753.7| 66,534.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3324 [LOAMS oo 3,343,444.0 444,657.6]  13.30%| 104,604.5| -11,025.3| 150,790.5| 133,753.7]  66,534.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0




3.CHARTS

Chart 1: Key Indicators of Government Chart 2: Revenue (Tax, Grants, and Other
- Operation 5 500 Revenue)
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3.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



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

10



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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