EXPLANATORY NOTES

Introduction

1. 
The purpose of this note is to provide users of the a better understanding of government finance statistics published here. It is important to note that in compiling the GFS, it is always difficult to get data from the provincial governments, in most cases, these are excluded from the report. However 70 to 80 percent of the recurrent data have already been covered in the national government report. All statistics are compiled from the annual financial statements of the national government authorities.

2.
The tables are compiled according to the standards laid down in the 1986 draft of “A Manual of Government Finance Statistics” published by the International Monetary Fund (IMF). The figures published here are also published in the IMF’s Government Finance Statistics Yearbook. The Yearbook includes comparable figures for more than a hundred IMF member countries.

3.
In addition to measure of the major components of government operations, the figures include detailed breakdowns of tax and non-tax revenues and functional and economic classifications of expenditure.

Coverage

4.
Government is defined as covering all units performing government functions, that is, the implementation of public policy through the provision of primarily non-commercial services and the transfer of income, supported mainly by compulsory levies on other institutional sectors.

5.
Government owned and   / or controlled units, which sell industrial or commercial goods and services to the public on large scale, are excluded from government and are classified separately as non-financial public enterprises.

6.
Governments owned and  / or controlled financial institutions are also classified separately as public financial institutions.

7.
The statistics on national and provincial government in this bulletin generally follow the guidelines of the United Nations “ System of National Accounts” (SNA). However, the emphasis in the two sets of statistics is different. The figures in this bulletin are narrower in the coverage than those published in the Papua New Guinea national economic accounts in that they only refer to budgetary items and they exclude transfer payments, which are excluded from the economic accounts aggregate “government final consumption expenditure”.

8.
This bulletin does not include information on local government operations. There are about 230 community and local level governments operating in PNG. However, the National Statistical Office (NSO) has been unable to obtain sufficient information on their income and expenditure to produce meaning estimates for recent years. 

Sources of data

9.
In the case of the national government the source of data is the annual ‘ Public Accounts’. The data in the ‘Public Accounts’ has been re-arranged to conform with the guide lines for presentation of government finance statistics recommended in the IMF’s manual on government finance statistics. A derivation table is appended to this publication with source codes referring to the various sections and items in the ‘Public Accounts’.

10.
In the course of compiling the statistics in this bulletin, some unusual discontinuities in the time series were encountered for which the NSO was not able to find explanations. It is thought that in most cases these have arisen as a result of the practice of recording transactions on a cash flow basis rather than on an accrual basis, that monies that accrue a given year do not always appear in the accounts for that year, but may be recorded in a subsequent year, giving rise to unusually large fluctuations in the time series.

11.
Information on provincial governments has also been obtained from their annual financial statements; however, in the case of some of the provincial governments it has not been possible to obtain copies of financial statements for all years.

12.
Where information has not been available, estimates have been made on the basis of trends in data from provinces, which have supplied financial reports and by interpolation between tears for which data has been supplied. The available information has been used as a sample to derive trends for aggregate expenditure and revenue.

13.
Provincial governments are restricted by law in their powers to use deficit financing and, as a consequence, expenditure is kept in balance with revenue and grants. The structure of provincial government budgets differs from that of the national government in that they are independent on grants  (from the national government) for the bulk of their receipts. The distinction between revenue and grants is not always clear in the provincial governments’ financial statements. In some cases revenue which originates in a province is collected in the first instance by the national government, which then records it as a transfer grant to provincial governments; however, when the provincial governments receives the money it treats it as internal revenue rather than as a grant received. Comparison of the national government and provincial government figures shows that the item “ transfers to other levels of government” recorded under national government expenditure is in some years significantly larger than the item “grants from other levels of government” recorded under provincial government revenue and grants. Part of this discrepancy is attributable to the fact that “transfers to other levels of government” includes some direct grants from the national government to local level government, and there is also an element of statistical discrepancy because of the way in which the provincial government aggregates are estimated. However, the major part of the difference arises because of the difference in classification mentioned above.

Cash Basis and Timing 

14.
Data for the principal aggregates are on a cash basis. Receipts and expenditure shown are amounts actually received and spent in the financial year. Goods or services received are brought into account in the year of payment, regardless of when they were received. Similarly income receivable in one year but received in a subsequent year is brought into account in a year of receipt. 

15.
To provide as a complete presentation of government operations as possible, data are generally shown on a gross basis, so that the cost of collecting taxes, for example, is included in expenditure rather than being offset against taxation revenue.

Classification

16.
Transactions are generally classified by their characteristics at the time of payment rather than by any subsequent use of funds. Classifications is based on; (a) whether transactions are government payments or receipts;   (b)   whether they are repayable;   (c)     whether they are required or non-requited;   (d)    if non-repayable, whether they are capital or current;   (e)   if repayable, whether they involve a government financial asset or liability;  (f)   if repayable, whether they are undertaken for liquidity management purposes or for reasons of government policy.

17.
Revenue includes all non-repayable government receipts, whether requited or unrequited and whether for current or capital purposes. A separate category is used for government lending and comprises government transactions in claims upon others undertaken for purposes of public policy rather than for management of government liquidity.

18.
Net lending covers both loans and equities. The deficient or surplus is determined by calculating the total revenue and grants minus the total of expenditure and net lending. If this difference is positive; it is labeled as a surplus; if it is negative; it is labeled as a deficit. By definition financing is equal in magnitude to deficit or surplus, but has the opposite sign. Financing covers transactions involving government liabilities, any financial assets held by the government for the purposes of liquidity rather than public policy, and the changes in the government holdings of currency and deposits.

19.
Within the major components of payments and receipts, transactions are further classified by a number of other criteria. Revenue is divided between tax and non-tax revenue. Tax revenue is classified according to base upon which the tax is levied, that is income, sales, import, property, payrolls etc. Expenditure is classified by the function or purpose for which it is made, and by its economic characteristics. Government net lending and capital expenditure are also classified according to the purposes for which they are provided. Financing is divided between domestic financing, obtained from residents, and foreign financing obtained from non-residents. Financing is further classified by type of debt holder and by type of debt instrument involved. The Classification of government debt is similar to the classification of financing.

Definitions

(a)
Revenue and grants received  :

Includes all non-repayable receipts, requited and unrequited, current and capital, and non-compulsory, non-repayable, unrequited receipts from other governments and international institutions.

(b)       Revenue         

Includes all non-repayable receipts, requited and unrequited, current and capital, other than grants.

(c) Current revenue  :

Includes all tax revenue and current non-tax revenue. 

(d) Tax revenue  :

Includes compulsory, unrequited, non-repayable contributions exacted by a government for public purposes.

(e)       Non-tax revenue  :  

Includes requited receipts from property incomes, fees and charges, non-industrial and incidental sales, the cash operating surpluses of departmental enterprises and unrequited receipts such as fines, forfeits and current private donations.

(f)         Capital revenue   :

Includes receipts from sale of capital assets and capital transfers from non-governmental sources.

(g)        Grants received   :

Unrequited, non-repayable, non-compulsory government receipts from other governments or international institutions.

(h)        Current grants received   :

Those made for purposes of current expenditure or general or indeterminate purposes, include both current and capital.

(i)   Capital grants received  :

Those made for purposes of financing the acquisition of non-financial capital assets by the recipients, compensating the recipients for the damage or destruction of capital assets, or increasing the financial capital of the recipients.

(j)   Expenditure and net lending  :

Includes all non-repayable payments by government, whether requited or unrequited and whether current or capital, as well as government transactions in debt and equity claims upon others acquired for purposes of public policy. Excludes all transactions for management of government liquidity  (in both debt and equity ).

(k)        Expenditure    :

Includes all non-repayable payments by government, whether requited or unrequited, and whether current or capital.

(l)         Current Expenditure :

Expenditure other than capital expenditure or grants.

(m)       Capital expenditure  :

Expenditure for acquisition of fixed capital assets, stocks, land or intangible assets plus unrequited transfers for the purpose of permitting the recipient to acquire such assets. In order to be classified as a capital asset, an asset acquired must exceed a minimum value and be intended for use for more than one year in the process of production.

(n)         Gross lending  :
Government claims on others  (both loan equity contributions) which have been created for purpose of public policy. Excludes transactions for management of government liquidity and contributions to units, which receive all their funds from government and are not authorized to raise funds elsewhere.

(o)          Net lending  :
Gross lending minus repayments of past lending, which have been received, and sales of equity.

(p)         Current account surplus/ deficit  :

Excess / shortfall of current revenue over current expenditure, excluding current grants. 

(q)         Gross fixed capital formation  :

Capital expenditure minus capital transfers.

(r)          Deficit or surplus  :

Excess of the sum of expenditure and net lending over the sum of revenue and grants represents a deficit. Excess of the sum revenue and grants over the sum of expenditure and net lending represents a surplus.

(s)          Financing  : 

Financing covers transactions involving government liabilities, government acquisition of claims on others for liquidity management purposes, and repayment or sale of such claims. It includes net changes in government holdings of currency deposits resulting from government transactions bu5t excludes valuations changes. Total financing is by definition equal in magnitude to deficit or surplus but with the opposite sign.

(t)           Foreign financing   :

Includes all government financing transactions with non-residential individuals, enterprises, governments, international organizations and other entities.

(u) Domestic financing  :

Includes all government financing transactions with resident individuals, enterprises, governments, and other entities.

(v)
Monetary authorities  :

The bank of Papua New Guinea and the International Monetary Fund.

(v) Commercial banks  :  

Financial institutions whose liabilities are primarily in the form of deposits which are both exchangeable for currency and transferable as a means of payment.

