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STATEMENT ON THE FORWARD ESTIMATES 

BUDGET 2010/2011 – 2012/2013 
 

The Public Finance Management Act 2001 mandates specific principles of responsible fiscal 

management and the reporting requirements of the Minister of Finance. The Minister is 

required to present a statement of forward estimates which comprises of the projection of 

estimated revenues and expenditures for the budget year and the two following years.  

 

The Statement of Forward Estimates for the period 2010/2011 – 2012/2013 summarizes the 

budget allocations and forward estimates of receipts and expenditures by the government for 

each line ministry and state owned enterprise for the 2010/2011 budget year and two forward 

years. 

 

The Government’s medium term budgeting framework is designed to ensure a set framework 

to encourage efficiency in the allocation of resources and to control the level of expenditures 

and revenues over the medium term at the same time promoting cost effectiveness in the 

delivery of public services. 

 

This section of the Budget Statement focuses on three issues.  

 

(i) First, it analyses the economic impact of the interaction of the budget and forward 

estimates of revenues and expenses on the rest of the economy.   

 

(ii) Second, it summarizes the budget allocations and forward estimates of expenditure 

proposed by the government to each ministry to meet its various responsibilities, as 

well as the estimated collections of receipts in the budget and forward estimates years 

by each of these ministries. 

 

(iii)Finally, this section provides a reconciliation of the differences between estimates of 

receipts and revenues as well as estimates of total payments and expenses.   

 

For many years, the government’s budget has been significantly constrained by the level of 

revenues it can collect in any one year. This is expected for a small economy which depends 

very much on economic development in the country and that of overseas countries for tax 

revenue increases unless there are major tax policy changes imposed year on year in addition 

to enforcing compliance of taxpayers. 

 

In relation to the expenditure side of the budget, government continues to tighten fiscal 

policies to ensure its borrowings are applied to high yielding capital development projects 

rather than relying on these borrowings to finance recurrent expenditure. During the Forward 

Estimate period, government intends to continue stimulating the economy and raise the 

country’s capital stock by allowing spending on much needed productive investment that will 

not only stimulate economic activity but provides benefit for the community at large. 

Furthermore, greater scrutiny has gone into the public sector spending program to ensure 

government is getting value for money and to encourage efficiencies and savings where 

possible. 

 

At the aggregate level, cash deficit for 2010/2011 is expected to peak at $150.7 million and 

improve subsequently as development payments for both grant and loan financed projects 

nearing completion start to phase out within the medium term. 
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This will also be supported by total receipts and grants reducing by 4% in 2010/11 with an 

average growth rate of 2% for the next two years while total current payments is estimated to 

reduce at an average of 3% for the next two forward years. 

 

The 2010/2011 budget balance 

 As expected with the soft term loan from the Asian Development Bank to support the 

2009/10 budget, the deterioration of the cash balance is inevitable as presented in Table 1. 

 

 
 

Overall Net Lending Borrowing Requirement 

In the Appropriation Bill, the estimates are classified on an accounting basis. In disclosing the 

forward estimates, the primary basis of classifying these estimates will be on a Government 

Finance Statistics (GFSM2001) basis.  Presenting estimates on that basis facilitates the 

analysis of government operations and of its impact on the economy as a whole, including 

particular segments of the economy.  As the GFSM2001 system of classifying government 

transactions is used in most countries, the budget estimates in that form will also allow 

readily, international comparison. 



 3 

 
 

The estimates in Table 2 above indicate the net lending/borrowing requirement, contrary to 

forecast provided last year now increases to a peak of $126.6 million in 2010/2011 and then 

improves thereafter to $126.0 million in 2011/2012 and $86.0 million in 2012/13.  

 

The GFSM2001 definition of net lending/borrowing of government provides a widely used 

reference point for fiscal policy analysis. It aims to identify those transactions of government 
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that result in net borrowing from other economic sectors, and provides a focus for analysis of 

the sources of financing.  

 

The overall net lending/borrowing provides an indication of the impact of fiscal policy on 

aggregate demand while the components of net acquisition of financial assets and liabilities 

can indicate more specific consequences of fiscal policy (e.g., the impact of borrowing from 

the Central Bank on money supply and inflation and the impact of domestic borrowing on 

interest rates, investment, and growth). 

 

Revenue  

The following table (Table 3 GFS Revenue) provides a detailed breakdown of revenue 

estimates for 2010/2011 and forecasts for the next two forward fiscal years by component 

economic categories. The total revenue estimated to be collected by Government in 

2010/2011 will fall by 7% as a result of a decrease in grants and cost recoveries. It is 

projected that this declining trend will continue for the next two financial year. 

 

 

Tax Revenue 

An increase in tax revenue for the 2010/2011 financial year of 13% is expected as a result of 

a substantial increase in taxes on goods and services and tax on international trade as national 

aggregate demand increases due to a boost in the level of economic activity as a result of the 

tsunami recovery program underway. (Refer Table 3) 

 

 

By 2011/2012 and 2012/2013, forecasts indicate a steady growth in tax revenues by an 

average of 6% as the economy rebounds  from the aftershocks caused by the global crisis and 

the earthquake and tsunami in September 2009. 
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Grants 

The estimated total grants to be available to government from our overseas donor partners is 

expected to decline in 2010/2011 by 33% compared to 2009/2010 inclusive of the tsunami 

recovery program and by 22% if tsunami one-off costs are netted out. The other major factor 

impacting the substantial reduction in grants is due to the winding down of several major 

projects however for the two forward years, grants from our donor partners is expected to 

increase slightly.  

 

Further to direct grants, the government has successfully negotiated loan on concessionary 

terms to be provided as budget support to finance infrastructure and capital investment 

projects as well as to assist in stimulating the economy.  

 

The proceeds of these loans are classified as a financing transaction in the GFS format. 

 

Other Revenue 

The primary reason for the decline in the estimates under the other revenues category over 

the forward estimates period when compared to the 2009/10 estimate is a result of the 

consistent reductions in property income and the reduction in sale of goods and services 

receipts given the current economic climate.  

Expenses 

The estimated total government expenditure as reflected in the GFS format (refer Table 4) for 

2010/2011 is expected to fall by 7%. Despite the cost of living salary adjustment and the 

adjustment made to several professions’ salaries such as teachers and police officer, 

government expenditure is expected to decrease due to the winding down of major initiatives 

such as the road switch and the decrease in counterpart allocations as some of these major 

infrastructure projects are nearing completion. 

 

The reduction in the use of goods and services by 23% for 2010/2011 and then by 3% and 6% 

in the forward years indicating the public sector is able to prioritize its resources and generate 

efficiency gains. 
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In Table 5 below, the change in net worth of Government is expected to decline by 9.0% in 

2010/11 and picks up slightly in subsequent forward estimates years but still below the 

2009/10 levels. Given the large public sector investments which are ongoing and are expected 

to be undertaken in 2010/11 and thereafter, buildings and structures predominate the growth 

in fixed assets for 2010/2011 and the two forward years.   
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Alternate Classification of Financial Transactions 

Traditionally, the estimates of receipts and payments in the Appropriation Bill are predicated 

on the cash basis of accounting – that is, as funds flow into, within, and out of the 

government’s bank accounts.  Receipts are brought to account in the period in which they are 

received and payments are accounted for when the actual disbursement is made from those 

bank accounts.  The presentation of the government’s accounts in this form is predominantly 

concerned with ensuring money is legally able to be spent and is spent on the purpose for 

which it was provided.  That system of classifying the government’s financial transaction also 

forms the basis for effective cash planning and management. 

 

However, since the general framework of government accounting practices was formalized, 

there have been substantial developments both in economic thinking and in the role of 

government in the economy; and with these developments has come a demand for new uses 

of statistics on the government’s financial trasaction. 

 

The Government Finance Statistics (GFS) system of classification was designed to facilitate 

the study of macro-economic impact of government’s financial transactions on the economy 

and therefore assessments of the sustainability of fiscal policy objectives.  It does so by 

recording separately “below the line” those receipts and payments transactions, such as those 

associated with raising or repaying loans, that are primarily associated with the actions 

necessary to finance a shortfall in government revenues.  The GFS system of classification 

also records inflows to government associated with the repayment of loans made by the 

government as net lending, rather than as a revenue of the government.  Furthermore, by 

bringing together expenditures directed towards like purposes, the GFS system of 

classification also facilitates presentation of information on the total resources devoted by the 

government to those purposes and allows international comparisons independently of local 

administrative structures.  It is for these reasons that the primary presentation of budget 

estimates in the Budget Statement is now on a GFS basis. 

 

The following table provides a reconciliation between the cash inflow estimates of the 

government and the estimates of revenues classified on a GFS basis.  The major difference of 

receipts in Table 6 and Table 3 is the netting out of transfer payments made by one agency of 

Government to another as shown in Table 6 under Payments Classified as Offsets to 

Revenue. 
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The next table provides (Table 7) a reconciliation between the appropriations of the 

government outflows and the estimates of expenditure classified on a GFS basis.  The 

significant difference in Government expenses is due to the netting out of transfer payments 

by factoring out payments classified as offsets to revenue, receipts classified as offsets to 

expenses and the net acquisition of non financial assets. 
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Summary of Payments and Receipts of Government 

Table 8 provides a summary of all the ministries receipts and payments for 2010/11 and 

the two forward years.   

Total receipts of the Government are estimated to increase by about 19% in 2010/11 and 

then grow by an average 5% over the following two years.  Total expenditures of 

government are estimated to decline by 4% on average over the three years.  This is in 

line with the medium term strategy to contain current spending over this forward year 

cycle. 

 

 
 

 

Statement of Fiscal Responsibility 

 

The proposed Budget 2010/11 and forward estimates for 2011/12 and 2012/2013 were 

prepared and have been premised on the following principles as stipulated in the Public 

Finance Management Act 2001: 

 

a. Managing total State debt at prudent levels so as to provide a buffer against 

factors that may impact adversely on the future levels of the total State debt in the 

future; 
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b. Ensuring within any borrowing programme the total overall expenditures of the 

State in each financial year are not more than its total overall receipts (inclusive of 

borrowings) in that financial year; 

c. Achieving and maintaining levels of the State’s net worth that will provide a 

buffer against factors that may impact adversely on the future of the State’s net 

worth; 

d. Managing prudently the fiscal risks facing the State; 

e. Pursuing policies that are consistent with a reasonable degree of predictability 

about the level and stability of the tax rate for future years. 

f. That the policies stipulated in the SDS 2008-2012 and those fiscal policies 

approved by Cabinet are in agreement with the fiscal limit that will be applied to 

the current and future expenditures on departments and government projects. 
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