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Budget Process

1 Purpose

BTo all ocate | imited public resources to
intentions ( refer to Budget Policy Statement ).

} Three Phases:
1. Government sd St at @BudgetPoliay Statemerit @BRS)

2. Resource allocation process - Budget Support Group/Cabinet

3. Approval process - Parliament

y  Stakeholders:

B Budget Support Group, HOMOs, Finance M
Cabinet, Parliament, Ministries, General Public




Budget Process

1. Agency
Business Plans
and New Bids

5. Budget 2. MFEM and
Tabled in Central
Parliament Agencies

3. Budget

4. Cabinet
SIS Support Group




Pre-Election Update

1 Section 17 of the MFEM Act requires that
within 14 days [by 30 April 2014], the
Minister shall prepare a report containing an
economic and fiscal update

+ Purpose is to provide the general public
iInformation on the state of the economy and
governments associated fiscal position.




Executive Council Approval

1 Issue around no 2013/14 Supplementary Budget or
2014/15 Budget being passed

A Article 70 (3) (b) of the Cook Islands Constitution
outlines that all sums issued and paid  shall not exceed
1Y~ per cent of the appropriation to be spent in excess.

A The total appropriation for 2013/14 was $197m. The
overspend should not exceed $2.94 million.

1 The Pre- election update includes various expenditure
and revenue adjustments approved by the Executive
councill.




Fiscal Setting

} The 2013/14 Budget was developed under tight fiscal
circumstances, resulting in a $0.046m surplus

} The estimate of the underlying operating balance at
time of Half Year Economic and Fiscal Update (HYEFU)
December 2013 worsened to - $1.9m, due to the
phasing of the tax reform package

1 The 2013/14 Pre - election Update has now revised the

net underlying operating position to an improved
$0.112m deficit .




Fiscal Setting

2013/14 2014/15 2015/16 2016/17

Statement of Government Operations Forecasts ForecastsForecasts Forecasts

Net Underlying Operating balance Budget 2013/14 June 2013 46 -1,068 606 606
Revenue Parameter Changes -180 216 -1,074 4,097
Revenue Decisions -512 2,726 2,726 2,726
Expenditure Parameter Changes 0 0 0 0
Expenditure Decisions 868 2,603 2,603 2,603

Net Underlying Operating balance Budget BPS & HYFEL

-1,514 -730 -346 4,825

December 2013
Revenue Parameter Changes -641 827 -283 -38
Revenue Decisions 876 -381 -385 -385
Expenditure Parameter Changes 0 0 0 0
Expenditure Decisions 1,587 455 455 455
Expenditure Savings -2,753 0 0 0

Current Net Underlying Operating balance Budget 2013/14 -112 -739  -1,468 3,948




2014/15 Budget

} The development of the 2014/15 Budget will
need to be under taken in a tight fiscal
environment
Blimited fiscal space for new Iinitiatives without the

Inclusion of revenue or savings measures (to
offset any intentions of increased spending )

BCompeting policy objectives will require
prioritisation

BThe growing cost of the public service IS
concerning and future policy measures will be

required to reduce growth and extract greater
productivities in this area



Changes to Revenue

}  Overall changes to revenue since the publication of the 2013/14
HYEFU have seen an increase in revenue from $117.8 million to
$118.4 million, an increase of $0.6 million;

2013/14 2014/15 2015/16 2016/17

Statement of Government Operations Forecasts Forecasts Forecasts Forecasts

Net Underlying Operating balance Budget

2013/14 June 2013 46 - 1,068 606 606
Revenue Parameter Changes - 180 216 -1,074 4,097
Revenue Decisions -512 2,726 2,726 2,726

Revenue Changes at BPS and HYFUE - 692 2,941 1,652 6,822
Revenue Parameter Changes - 641 827 - 283 -38
Revenue Decisions 876 - 381 - 385 - 385

Total Revenue Changes from BPS and HYFUE - 457 3,387 984 6,400




Changes to Revenue

}  This is predominantly due to the sale of additional 400 days catch
revenue to the US under the Fisheries Treaty. Offsetting this were
reductions in estimated revenue from Big Eye Tuna quota with the
EU.

2013/14  2014/15  2015/1€  2016/17
Forecast Forecast Forecast Forecast
Revenue Decisions 87€ -381 -38E -38E

Fisheries Catch Revenue
Catch Revenue additional 300 days

Statement of Government Operatiot

increase- USA 1,90( 0] 0 0

Catch Revenue additional 100 days

increase- USA 60C

EU PartnershipsBig Eye Tuna Quota -70C 0 0 0

Reduction in Purseine Revenue -23C 0] 0 0
Fishing Licences Revenue

Increase in Albacore Tuna Licence Fees 442 0] 0 0

o
o
o

Reduction in Big Eye Tuna Licenses -80C
R




Revenue continue....

1 Other increases in revenue include increased dividend from Bank of Cook
Islands of $0.070 million  which was a result of improved profit
performance .

1 Other adjustments to revenue include the reduction in immigration fees

by $0.330 million as the new proposed fee structure was not
Implemented as proposed at the time of the 2013/14 Budget.

2013/14 2014/1t 2015/1€ 2016/17

SURLEMIENL o CoveEimznl el Forecast Forecast Forecast Forecast

Revenue Parameter Changes -641 821 -283 -38
IMO SubscriptiotMCI 63 63 63 63
Shipping Registration 22 22 22 22
Court Services 10 10 10 10
Circulating Currency 50 0 0 0
Bank of the Cook Islandslividend 70 0 0 0
Tourism 254 20C 20C 20C

Apostiles 12 12 12 12




Revenue continue....

1 Movements In taxation resulted in a reduction
to reflect year to date actual, predominantly
driven by import levies which have been
revised down by $2.8 million in 2013/14.

_ 2013/14 2014/1t 2015/1¢
Statement of Government Operations

Forecast Forecast Forecast

Revenue Parameter Changes -18C 21¢ -1,074
VAT Adjustments ABE 65¢ 721
Income Adjustments 2173 12€ 431
Import Levies Adjustments 2 844 934 2D 45¢
Company Tax Adjustments 301 -84 42

Departure Tax Adjustments 33¢ 754 675

Withholiding Adjustments 508 0 0
R

2016/17
Forecast
3,65k

192
24C
-1,34(



Changes to Expenditure

1 Operating expenditure is now estimated to be
$118.5 million for 2013/14

1 Thisisa $1.2 million reduction  from the
$119.8 million estimated at the time of the
Budget Policy Statement in December 2013




Expenditure Initiatives - Welfare
Adjustments (Tax Review)

Statement of Government 2013/14 2014/1t 2015/1€ 2016/17

Operations Forecast Forecast Forecast Forecast
Expenditure Decisions 1,587 455 455 455
Tax Review Welfare Payment 86¢& 2,60: 2,60: 2,60:
Increase 6669 pension by 25¢ 404 1,212 1,212 1,212
Increase 70+ by 25% 34t 1,03¢ 1,03¢ 1,03¢
Increase child benefit by 10% 86 25€ 25€ 25€
Increase destitue by 10% 13 40 40 40
Increase Caregivers by 10% 17 50 50 50

Increase Power Subsidy by 1 3 9 9 9




Expenditure Initiatives -
Contingency Adjustments

2013/14 2014/1t 2015/1€ 2016/17

Statement of Government Operations
Forecast Forecast Forecast Forecast

Expenditure Decisions 1,587 455 455 455
Contingency Expenditure Decisions 280 0 0 0
Murienua by- election 10 0 0 0
Oriental Fruit Fly Eradication 30 0 0 0
Superannuation Fund - Constitutional
Challenge Legal Costs 110 0 0 0
Boat Repairs Manihiki Indian Grant Co Financing 30 0 0 0
Additional Costs Associated with the Gender
Conference 11 0 0 0
Donation to Investiture of ~ Tinomana Tokerau
Ariki 1 0 0 0
Legal advice - Superannuation Constitution 62 0 0 0
Rakahanga Fuel Costs 18 0 0 0
Increase Contingency Crown 0 0 0 0
Seabed Minerals - Legal Fees 8 0 0 0




Expenditure Initiatives - Education
and Health

1 $0.297 million for operations following fire
damage at Avatea Primary School and
Nukutere College;

1 $0.060 million increase to the Patient
Referrals POBOC




Expenditure Initiatives -
Conferences/Meetings

1 $0.035 million to assist the hosting of the
Pacific Leaders Meeting in mid May;

1 $0.010 million for the Working Group UN

Membership ;
1 Additional expenditure of $0.015 for the
running of the Police Wol

Rarotonga,;




Expenditure Initiatives - Sporting

1 $0.060 million to assist Cook Islands Netball
to run the Trans Pacific Netball series;

1 $0.060 million to CISNOC to reimburse the
funds used for the Rugby League World Cup
and $0.018 Netball in Paradise event; and

1 Additional expenditure of $0.160 million for
General Elections to be held 9 ™" July 2014;




