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Brief Report
On Monthly Budget Execution of April 2018

1. Revenue Performance

In April 2018, budgetary central government has achieved total revenue of 1,844,270 Million
Riel, increased by 19.36 percent (or by 299,135 Million Riel) compared to April last year. In four
months of 2018, the total revenue reached 5,940,198 Million Riel (equal to 32.95 percent of budget
law), dropped by 0.53 percent compared to the same period last year, in which tax revenue
accounted for 88.23 percent and other revenue and grant accounted for 11.77 percent.

2. Expenditure Performance

In April 2018, budgetary central government executed expenditure of 1,212,015 Million Riel,
increased by 27,66 percent (or by 262,592 Million Riel) compared to April last year. In four months
of 2018, the expenditure reached 14,489,608 Million, increased by 9.38 percent compared to the
same period last year. The total expenditure achieved 20.41 percent of annual budget law, in which

expense achieved 24.88 percent and net acquisition of non-financial asset achieved 12.25 percent.

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

As of the end of April 2018, gross operating balance reached 1,404,482 Million Riel, decreased
by 24.18 percent year-on-year, as result of expense execution improvement with lower revenue
execution. The balance of net lending and net borrowing was 1,450,591 Million Riel, with net
acquisition of financial asset of 1,528,370 Million Riel and net incurrence of liabilities of 77,147
Million Riel.

4. Conclusion

The budget implementation of budgetary central government has improved during the four
months of 2018, with total expenditure and total expense increased by 9.38 and 26.25 percent
respectively compared to the same period last year while gross operating balance accounted of
156% percent of April 2018’s expenses.



2.1 Statement of Government Operations

Millions of Riels, Fiscal year ends December 31

BL2018 2018 2?2221188/ 2018M1 | 2018M2 | 2018M3 | 2018M4 | 2018mMs | 2018me | 2018M7 | 2018mM8 | 2018m9 | 2018M10 | 2018M11 | 2018M12
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 REVENMUE .-oovvvvrs v 18,026,105.0| 5940,198.0]  32.95%| 1,269,709.1| 1,324,015.1| 1,502,204.2| 1,844,269.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
11 TAXES ovvvvrssssvveess s 14,814,5568.0| 5,241,202.1| 35.38%| 1,119,916.3| 1,140,239.1| 1,380,880.4| 1,600,256.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
GFANES et
13 716,102.0 121,390.4| 16.95%| 24,629.3| 24,6203 246203 47,502.6]...
14 Other revenue ... 2,495,435.0 577,515.6| 23.14%| 1251636| 159,146.8| 96,694.6| 196510.6|...
EXPENSE w.oovvoveeieeeeicieseiesseisss s sesse s
2 14,209,516.0| 3535,716.1| 24.88%| 598,763.3| 991,750.8| 1,016,843.1| 928,359.0...
21 COmPENSation Of MPIOYEES ..oooo.oocvvvess e 7,002,828.9 2,056,137.5| 29.36%| 457,742.4| 499,001.0| 567,747.9| 531,646.2|...
22 Use 0f g0OdS and SEIVICES .........ooooooivvrsssirenssresf 3,122,211.4 203,782.7|  9.41%| 42,110.0] 39,5642 78,300.7] 133,807.8]...
1] €= =) SRR
24 387,481.0 153,595.4| 39.64%| 26,4005| 57,738.6] 57,697.5| 11,758.|...
25 SUDSIHIES ..vvviiecieeeee e e 10,920.0|...
GIaANES oo ——————
26 1217,274.4] 5257700 43.19% 991.9| 2981497 52,1225 174,505.9|...
27 Social benefits .. 1,484,210.5 323,368.0| 21.79%| 62,8005| 78463.1| 132,842.3| 49262.2]...
28 ONET EXPENSE oo 984,589.8 183,062.6]  18.59% 8,718.0| 18834.2| 1281322| 27,378.1|..
Gop |Gross operating balance (1-2+23+NOBZ) ..........cocooeuee 3,816,580.0| 2,404,481.9| 63.00%| 670,945.8| 332,264.4| 485361.1| 9159106 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
. c/
Nop  |Netoperating balance (1-24NOB2z) ".......ocovvvnviviinnn ] 3,816,589.0| 2,404,481.9| 63.00%| 6709458 332,264.4| 4853611 9159106 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
31 Net Acquisition of Nonfinancial Assets ....................... 7,787,598.1 953,801.5| 12.25%| 233990.8| 151,732.3| 284,503.9| 283,655.5]...
311 |FIXCUBSSEIS oo 7,787,594.1 837,990.2| 10.76%| 233,999.8| 138534.1| 235494.9| 229961.4|..
314 NONProduced aSSEtS .........ccceviririerieieerrieeee e 4.0 115,901.3 0.0 13,198.2 49,009.0 53,694.1/...
om  |Expenditure (2+31) 21,997,114.1| 4,489,607.6] 20.41%| 832,763.1| 1,143,483.1] 1,301,347.0| 1,212,014.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
nip | Netlending (+) / Net borrowing (-) (1-2-31) or (1-2M) 3,971,009.1|  1,450,590.4|... 436,946.1| 180,532.0| 200,857.2| 632,255.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
32 Net acquisition of financial assets .. -180,193.0| 1,528,370.3|... 526,850.0| 169,026.1| 175988.5| 656,505.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
DOMESEIC .ttt
321 -180,193.0| 1,528,370.3|... 526,850.0| 169,026.1| 175988.5 656,505.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
33 Net incurrence of liabilities .........cocoiveesniniiniiiiinnnn] 3,343,444.0 77147.3|  231%| 89,8465 -11683.6| -250489| 24,0332 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
331 DOMESLIC .. s 0.0|... 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 77,147.3 2.31%| 89,846.5| -11683.6] -25048.9| 24,0332 0.0 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

Act2018/

BL2018 2018 ol o1 | 2018M1 | 2018m2 | 20183 | 20184 | 2018Ms | 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 REVENUE -coovssvvvenssssnensss s 18,026,105.0| 5,940,198.0| 32.95%| 1,260,709.1| 1,324,015.1| 1,502,204.2| 1,844,269.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
R e 14,814,568.0| 5.241,292.1| 35.38%| 1,119,916.3| 1,140,239.1 1,380,880.4| 1,600,256.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
111 |Taxes onincome, profits, and capital gains ..o 3,809,306.0| 1,442,748.5| 37.00%| 2345145| 176,185.1| 371,150.3| 660,889.6]...
1111 |Payable by individuals .... 1,170,000  276,627.4| 23.64%| 74,2255 734515 431948 857555|...
1112  |Payable by corporations and other enterprises .......................} 2.729,306.0 1,166,121.1 4273%| 160.289.0| 102,733.6| 327.9645| 575134.0]..
114 |Taxes on goods and SEIVICES ........owwriimmssiivmsssinnssinnssd 8,786,262.0| 3,105,649.3| 35.3500| 728,016.2| 793204.1| 823579.4 760,849.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
1141 |General taxes on g0OdS and SEIVICES .....coovvvrsssvvessvnessn 4,812,262.0| 1,537,540.7| 31.95%| 373,186.4| 360,245.0| 418790.5| 385,318.8 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
11411 1ValUe-added tAXES ...ovosivvsssvrsssnssssss s 4812,262.0| 1,537,538.3| 31.95%| 373185.2| 360,244.9| 418789.6| 385,318.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
11413 |Turnover & other general taxes oN G & S ......oocvevvvieeiveiiinenns 0.0 24| 12 0.1 0.9 02|
1142 EXCISES ...uvviieieciieeeeeecee e ettt et e e tataa e e e s eaaaaa e e e nnneeeeeennees ] 3.974,000.0 1,568,108.6 30.46%| 354.820.8| 432,950.1| 404.789.0| 3755308]...
115 |Taxes on international trade and transactions 2,120,500.0]  691,327.2| 32.60%| 157,283.6| 170,303.1| 185427.8| 178,2228]...
1151  |Customs and other import dUties ... 2,075,200.0 674.477.5| 32.50%| 149.823.1| 166,600.8| 1822013 175852.2|...
1152 TAXES ON EXPOIES ...eveiiiiiiiiiiii e 45,300.0 16,849.8 37.20% 7.460.4 37923 32265 2.3706|...
116 |Other taxes 8,500.0 1567.0| 18.44% 102.0 456.7 713.8 294.4)...
13 GIANES oo 716,102.0 121,390.4| 16.95%| 24,629.3| 24,6293 24,629.3| 47,502.8]...
131 |From foreign governments 591,102.0 98,517.0| 16.67%| 24.629.3| 24,6203 24,629.3| 246203]..
R e 591,102.0 98,517.0| 16.67%| 24,620.3| 24,620.3| 246203 24,620.3]...
132 |From international Organizations .............oewssivrsssiveesse 125,000.0 22,8734 18.30% 0.0 0.0 00| 22,873.4]..
1322 |Capital .. 125,000.0 22,8734| 18.30% 0.0 0.0 00| 228734]..
I 24954350  577,515.6| 23.14%| 1251636| 159,146.8| 96,694.6| 196,510.6]...
141 |Property income 197,844.5 51,570.1|  26.07% 4,840.8 2,862.7| 11,9522 31,014.4]|...
T L 82,526.0 36,611.1| 44.36% 203.8 111.5| 10,0570 26.238.8|..
14112 From residents other than general government ............... 82,526.0 36,611.1 44.36% 203.8 1115 10,057.0 26,238.8]...
1412 |Dividends ... 19,450.0]... 0.0 0.0 0.0 0.0|...
1413  |Withdrawals from income of quasi-corporations ...................... 33.1 105 31.50% 0.0 0.0 105 0.0l..
1415 RENE i 05.835.4 14,9485 15.60% 4,637.0 27511 1,884.7 5675.6)...
142 |Sales 0f go0dS ANd SEIVICES w.ovvvivvrisivvvrssisrssssinssssnss] 2,026,307.7 498,080.8| 24.58%| 1156555| 1441707 s0.697.0] 157,557.7|...




2.2. Table of Revenue

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
1421 |Sales of market establishments ..............cccooviviiiiiiiiicns 556,997.0 80,226.9 14.40% 37305 253347 19,324.2 31,8375/ ..
1422 | AMINISITAVE FEBS -.ovrsvrsvvss oo oo 967,018.4 257,440.2| 26.62%| 61,053.8| 67,519.3] 59,648.7| 69,218.4|...
1423 |Incidental sales by nonmarket eStaDISMENtS .................] 5022023  1604137| 31.04%| s08711| 513167 17242 s65008)..
143 |Fines, penalties, and forfeits 146,549.8 27,798.1|  18.97% 4,656.2| 12,088.0 4,044.6 7,000.3]...
144 Transfers not elsewhere classified .............ccococveiviiiinins 124,733.0 66.7 0.05% 1.1 255 0.8 20.3...
1441 [CUITENE ...eviiiiiiii s 124.733.0 66.7 0.05% 1.1 255 0.8 293
14412 ONET <o 124.733.0 66.7 0.05% 1.1 255 0.8 293




2.3. Table of Expense

Millions of Riels, Fiscal year ends December 31

Act2018/

BL2018 2018 Bl a01s | 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 14,209,516.0| 3,535716.1| 24.88%| 598763.3| 991,750.8| 1,016,843.1| 928,350.0]...
21 Compensation Of EMPIOYEES ..oo..ooocvvrsssivrrss s 7,002,828.9 2,056,137.5| 29.36%| 457,742.4| 499,001.0| 567,747.9| 531,646.2|...
211 |Wages and SAlAies ... 7,002,828.9 2,056,137.5| 29.36%| 457,742.4| 499,001.0| 567,747.9| 531,646.2|...
22 Use of goods and services ... 3,122,211.4 293,782.7 0.41%| 42,1100 39,5642 78300.7| 133,807.8]...
2 IEEIEST oot 387,481.0 153,595.4| 39.64%| 26,4005| 57,738.6] 57,697.5| 11,758.8|...
241 {TONONIESIACNLS woovvssvvessvressvresssrs s 387,481.0|  153595.4| 39.64%| 264005 577386 57.697.5| 11,758.8]...
25 SUDSIAIES ..o 10,920.0|...

251 TO public COrporations ..........ocvevirienieireseeeeceee e 10,920.0|...

26 GIANES v 1,217,274.4 525,770.0[  43.19% 991.9| 298149.7| 52,1225 174,505.9|...
262 To international 0rganizations ..........cccocceeeveeicienieeieneenn.) 162,847.3 10.756.7 12.13% 112.8 6.496.9 43105 8.836.5)...
2621 |Current..... 162,847.3 19,756.7|  12.13% 1128 6,496.9 4,310.5 8,836.5)...
263 |To other general gOVErNMENT UNILS ....ooooooooovvesssrnrssn 1,054427.1|  506,013.3 47.99% g79.1| 2016520 47,811.9] 165669.4|...
e 1,054,427.1|  506,013.3| 47.99% 879.1| 2016529 47,8119 165,669.4]...
27 SOCIAl DENEAILS w.ovvssvvrssvrssvrs s 1,484,210.5 323,368.0| 21.79%| 62,8005 78463.1| 132,842.3] 49262.2]..
271 Social security benefits .........ccccoeviviiiiiiii 12| 0.0 0.0 0.0]..

272 Social assistance benefits ........ccccooveiiieiiieiies 488,098.4 34,689.3 7.11% 749.9 782.6 27.808.9 5347.8|...
273 |EmPloyer Social BENefits ... SARTTIYS NN | ooosoo| 77os04| 105033 aseredl.
28 ONEr EXPENSE ....ooovrsreseesr 984,589.8 183,062.6] 18.59% 8,718.0| 18,8342 1281322| 27,3781|..
282 |Transfers not elsewhere classified ... 9845808  183062.6| 1850%| 87180 188342| 1281322 27,3781
2821 |QUITENL ocvvess v 984,580.8|  183,062.6| 18.59% 87180| 18834.2| 1281322 27.378.1]..
283 Premiums, fees, and claims related to nonlife insurance a 1,588.1 1835 11.55% 0.0 0.0 1835 0.0|..
2831 Premiums, fees, and current claims ..o 1,588.1 1835 11.55% 0.0 0.0 1835 0.0|..
28311 |Premiums 1,588.1 183.5)  11.55% 0.0 0.0 183.5 0.0]...




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 @ ._............... 4,263,961.1| 24051145 56.41%| 671,003.2| 332,442.0| 485541.3| 916,128.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
31 Net acquisition of nonfinancial assets O e 7,787,598.1 953,891.5 12.25%)| 233,999.8( 151,732.3| 284,503.9| 283,655.5|...

311  |Fixed assets ... 7,787,594.1 837,990.2| 10.76%| 233,999.8| 138,534.1| 235494.9] 229,961.4 ...

311A |Acquisitions: fixed assets ........cccccociiiiiiiiiiiiii, 7,787,597.1 837,990.2 10.76%| 233,999.8] 138,534.1| 235,494.9] 229,961.4]...

311B |Disposals: fixed assets ..........ccovviiiiiiiiiiniiice 30|..

3111 | Buildings and SITUCHUIES .........ccvviiriininice 7,472,736.0 704,620.2 9.43%| 121,097.6| 138,467.5| 229,049.1 216,006.0]...

3111A |Acquisitions: buildings and structures ..............cccccevviiiinnn. 7,472,739.0 704,620.2 9.43%| 121,007.6] 138,467.5| 229,049.1| 216,006.0|...

3111B |Disposals: buildings and Structures ..............c.cocooevieveieicnenn. | 3.0]...

3112 |Machinery and eqUIPMENt ...........ccceuiiiiiiiiiieiiiiiiseiene 314,858.1 133,370.0] 42.36%| 112,902.2 66.6 6,445.8 13,955.4]...

3112A | Acquisitions: machinery and equipment ...............ccccococee. 314,858.1 133,370.0] 42.36%| 112,902.2 66.6 6,445.8|  13,955.4|...

314 NONProduUCEd @SSELS ....vvvecieiiiii s 4.0 115,901.3 0.0] 13,198.2| 49,009.0] 53,694.1|...

314A |Acquisitions: nonproduced assets ... 4.0 115,901.3 0.0 13,198.2 49,009.0 53,694.1]...

3141 [LANG oo 4.0 115,901.3 0.0 13,198.2 49,009.0 53,694.1|...

3141A |ACqUISIIONS: AN ..o 4.0 115,901.3 0.0 13,198.2] 49,009.0] 53,694.1]...

32 Net acquisition of financial assets [321+322+323] ............ -180,193.0|  1,528,370.3]... 526,850.0| 169,026.1| 175988.5 656,505.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3202 |Currency and deposits [3212+3222] ........cocovvniminiinninninnnnn 0.0| 1,573,641.1... 526,850.0| 169,026.1| 188,872.0| 688,893.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3204 |L0ans [3214+3224] ......ccovueviiiiiiiii -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] ............c.......| 0.0 -3,554.1]... 0.0 0.0 0.0 -3,554.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
321 [DOMESHIC oo -180,193.0)  1,528,370.3|... 526,850.0| 169,026.1| 175,988.5| 656,505.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3212 | Currency and deposits .. 0.0[ 1573641.1|... 526,850.0| 169,026.1| 188,872.0| 688,893.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3214 [LOBNS ..t -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 -3,554.1... 0.0 0.0 0.0 -3554.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
33 Net incurrence of liabilities [331+332] ... 3,343,444.0 77,147.3 2.31%| 89,846.5| -11,683.6] -25048.9] 24,033.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3304 |Loans [3314+3324] ... 3,343,444.0 77,147.3 2.31%| 89,846.5| -11,683.6] -250489| 24,0332 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
332 |Foreign 3,343,444.0 77,147.3 2.31%| 89,846.5| -11,683.6] -250489| 24,033.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3324 [LOANS ..ot 3,343,444.0 77,147.3 2.31% 89,846.5| -11,683.6] -25,048.9 24,033.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
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3.CHARTS

Chart 5: Expenses
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= = = = = Currency and deposits 2017 Non-Currency and deposits 2017

700 1,000
L 600 800 ~
X T / Sos
o 500 ¥ 600
g o
= 400 S 400
@ =
£ 300 @ 200
£ &
200 5 0
Apr May Jun Jul Aug Sep Oct Nov Dec
100 200 7
0 -400
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
s Compensation of employees 2018 [E====m3 Non-Compensation of employees 2018 Net Acquisition of Nonfinancial Assets 2018 s Net acquisition of financial assets 2018
Emmmmm Net incurrence of liabilities 2018 Net Acquisition of Nonfinancial Assets 2017
Compensation of employees 2017 = e e=ee=e Non-Compensation of employees 2017
————— Net acquisition of financial assets 2017 e et incurrence of liabilities 2017
Chart 7: Financial Assets Chart 8: Liability
900 300
800 <
[N 200
700 ,’ S
I 4,
< 600 / T 100 AN
o ) o I /N
c 500 J 5 0 - /m \
é—’ 400 ) = 190 Jan Feb,/ Mar \‘Apr May Jun Jul Aug Sep Oct Nov Dec
= / o / \
300 - " , \
8 . @ -200 ! s
£ 200 = = /
=] S -300 ‘
100 I J
0 - -400
-100 -500
N Currency and deposits 2018 s Non-Currency and deposits 2018
| 0an 2018 ==/3 non-Loan 2018 Loan2017 = @ = =ee=e non-Loan 2017




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
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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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