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MESSAGE FROM THE HONOURRREKIER AND MINISTER OF FINANCE

Dear Citizens and Friends,

The Virgin Islands like most other territories and states, face a world that is seeing many changes to the
status quo. The tensions faced in many countries and the evolution of the informatiowdyg serve to

both inform us and make us vulnerable to ideologies or ideas that may have taken years to proliferate
around the world and can now do so within minutes. With this comes both the unpleasant and the
inspiring. A a small &@rritory in this enwonment, the Virgin Islands is certainly not isolated from the
challenges that this reality brings, but unfortunately we ldlok resources of manjarge states to
confront some of these issues head on. TheiWitglands then must utiksits only inheent advantage;

its small size to navigate with agility in an increasingly complex world. Our exposure to the issues that
confront the world means that we are a part of the global village, not merely a spectator, yet our
inherent agility and resourcefuéiss means that we cannot merely survive, but thrive in this
environment. Part of the way that we intend to resalithe potential for continued and increased success

in this environment is to proactivley plan into the medium and long term.

With planning coras a lower level of uncertainty, and with a lower level of uncertainty about our future
comes hope. With hope the people of the Virgin Islands can be more confident that their dreams and
aspirations for themselvesnd their children can be readid. With tope our people will be more willing

to invest in the future of thisTerritory, and with hope confidence in the strength of the Virgin Islands
economy will provide a springboard for investment from investors inside and outside of its boundaries.

This MediumTerm Fiscal Plan is intended to illustrate the plans that the Government of the Virgin
Islands has for ensuring that the economy of the Virgin Islands continues to experience positive social
and economic development and that the Government of the Virgliants in its role to manage this
process, remains able and competent to do so.

A core component of this MTFP is our development strategy SEED (Social, Economic, Environment,
Direction/Government), which we believe contains the elements that must be deedldor the
required and desired advancement of the Virgin Islands and its people.
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future.

Sincerely,
C ‘.‘,“""f.‘-". {m ,"2
ST 2

Dr. the Honourable D. Orlando Smith, OBE

| MEDIUM TERM FISCAL PL



CHARTING OUR COURSESITIONING THERAIR THE FUTUR

INTRODUCTION
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and existingchallenges to our economgtability, we are committed taneeting these challenges with

the resilience and determination endemic to us as people of the Virgin Isl@asMedium Term
Development Strategy embodies the social, economic, environmental, and direction/governance (SEED)
aspects of our development, priosing improving the standard of living for all. yChaiting our
Coursg gve set out our mediumterm goals toinvest in infrastructural development for sustainable
growth, secure socioeconomic progress for our people tigio health and education strategids good
environmental stewardssimultaneously mitigating and adapting to climate change, anthance
structures whichadvancegood governancéor the people of the Territory

ThisMTFP presents the economic and fismahtext and expected results of specific policy decisions we

are making in the medium terito strengthen economic growth and ensure tlgabwth corresponds to
improvedwellbeing forour people2 S | NB Ghgith$ &iRCoursd y R (1 K S Nidhingthedt 2 & A
+ANBAY LatlyRa FT2NJ G0KS Cdzi dzNB ¢

As its core functionghisMTFP:

1 Assesses the macroeconomic performance and fiscal sustainability of the Territory based on
past trends and future developmenptiorities;

9 Provides a clear link between our developmemasgtgy and our fiscal obligations;

1 Promotes fiscal discipline by establishing specific targets and strategies for revenue collection,
expenditure prioritisation, and debt management which will grow revenue, prioritise
expenditure, build our Reserves, anéimiain low levels of debt;

1 Manages fiscal risk by closely examining our current and future debt obligations based on
development objectives anfiscal space

1 Provides transparency and accountability in managing the affairs of the Territory;

1 Supports our multiyear, programme performaneleased budget process by providing the
framework for mediurterm planning; and

1 Guides our decisions in promoting effective and efficient allocation of resources.

The MTFP contains:
1. Economic Review and Outlookummarising our recent economic performance and outlining
our predicted macroeconomic performance in the medium term, specifiealbly$ng Gross
Domestic Product (GDP) growth, inflation and employment.

2. Development Strategy2 dziif Ay Ay 3 D2 + Lrididties Righid Sbr 2nmaRtidaenin LI
strategy which embodies Social, Economic, Environmental and Direction/Governance
dimensions.
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3. Fiscal Reviewsummarising the recent performance of revenue, recurrent and capital
expenditure, and debt.

4. Fiscal Strategyexplaning and demonstrating the expected results of our strategy to ensure
fiscal sustainability in the mediuterm, which involves generating increased revenues,
improving expenditure efficiency, and meeting the Protocols for Effective Financial Management
(the Protocols).

5. Ratio Analysiglemonstrating the performance of our key ratios of net debt, debt servicing, and
liquid assets, indicating our fiscal sustainability in the medium term.

6. Budget Frameworlkpresenting aggregate figures for revenue, expenditangl debt which set
the framework for the 2017 Budget.
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ECONOMIC REVIEW AND OUTLOOK

Economic Growth

Since 2011, he Virgin Islands economy hasnjoyed a positive trajectoryof economic growth,
demonstrating modest recovery from the impacts of the global economic crisis. This trajectory
continued n 2015,asour Gross Domestic Product (GDP) was estimated to increasexamaitely 43%

in nominalterms from the previous yeafThis estimated growth wakigherthan the 4.24 growth
observed in 2014and sets the stage fdevels of growthof over 2% in the coming years

Nominal GDP and Growth
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Positive output growth in 2015 is attributed specifically to growth in the Construction, and
Transportation &Storage industries of our economy. The construction industry demonstratedisggnif
growth of approximately 20% while the Transpoation & Storage industry grew 234 in 2015,
reflecting both public and private sector investment in major infrastrugtrojects in the year. For the
public sector, the landside developmeot the cruise pier, Tortola Pier Padiominated puble sector
investment in the year. While riyate sector investments iastablisting and upgrading accommodation
propertiesalsopropelled growth. The investments notddve beeraimed at strengthening our tourism
product, thus buttressing the state of one of our two economic pillars: tourism.
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Reflecting the impaabf investmens, tourist arrivals in 2015 increas@2.1%, far otstrippingthe 1.8%

growth in tourist arrivals observed in 2014, and reversing the negative trend of tourist arrivals from
20082013. The number of cruise passengers entering the Territory in 2015 increased significantly, at
43.1% while the number of overighters, driven by charter boatsicreased 8%

Investments in our tourism infrastructure have already begun to bear dsuit relates tdourist arrivals,

and we expect these to translatato propelled growth and improved welleing for our economynd
society.2007 was a peak year for cruise arrivals in the Territory, following whepehformance of this
segmentof the industry declined each year until 2014. Indeed, it was the observation of this decline
which spurred our commitment to expand th@uise pier and create landside upgrad&ince these
investments, cruise tourism has significantly rebounded and we hettgned to enviable levelf
cruise arrivals, as shown in the resounding 43.4% growth recorded in 2015

While cruise tourist arrigls grew significantly in 2015, growth in overnight tourist arrivalsoisbly

slowing. This slowdown was further evidenced in 2016 with the closure of hotel properties on Virgin
Gorda.Historically overnight tourists contribute more to overall tourisnxgenditure, which makes a

direct contribution to economic outputGoing forward, emphasisvill be placed on buttressingoth

land and sedasedovernight tourist arrivals. Our commitmemtver the last year to facilitating direct
commercial flights rbm Miami, Florida in the continental United States to odrerrance

B. Lettsomel Y 0 SNY F A2y Ef I ANLERNIE yR (2 SELIYyRAYy3 GKS
this mandate, and will assist in propelling growt2017 and beyond
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Tourist Arrivals
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2010 2011 2012 2013 2014 2015
mmm Cruise & Day Trippers 512,154 | 493,661 | 401,744 | 375,739 | 369,257 | 529,354
mmm Overnighters 330,343 | 337,773 | 351,404 | 366,108 | 386,127 | 393,018
I Total 842,497 | 831,434 | 753,148 | 741,847 | 755,384 | 922,372
——Cruise and DT Growth (%) | -6.55% | -3.61% |-18.62% | -6.47% | -1.73% | 43.36%
——Overnighters Growth (%) | 7.04% | 2.25% | 4.04% | 4.18% | 5.47% | 1.78%

In terms of our econd economic pillar, financial servicehgtlast several months have witnessed
increasing international regulatory pressures and unwarranted negative attention, combined with
heighteneduncertainty in global financial marketposingchallengedo our internationally renowned,
well-regulated financial services industihe prevailindieadwindsfacing this industrare evidenced by

a decline in new company incorporations. Prior to 2015, revenue from financial services had remained
resilientdespite decreases in new incorporatiomiven by the strong performance of-registrations.

For the first time in 2015, howevewith new company incorporations decreasing 9.6ewenue from
incorporations and raegistrations decreased 1.2%

Company Incorporations
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2009 2010 2011 2012 2013 2014 2015
mmm Incorps/Re-reg Revenue | 180,231,166 184,086,092 | 191,652,182 | 196,632,959 199,710,909 200,073,841 197,747,241
——Incorporations 47,477 | 59624 | 64,729 | 64,062 53329 | 50,829 | 45929

Recogising the vital nature of this industry, we are committedadvancingour position in this global
space by implementing thefindings of the 2014 McKinsey Repddwards further diversifying the
financial services sector to provide more vahdded sendes.Already efforts to fortify the industry

!1n 2015 and 2016, the proportion of financial services revenue remitted to Central Government and the Financial

Services Commission is 88.5% and 11.5% respectively.
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using findings from the study have begun to bear fruit, as we are rolling out reformed processes in
immigration and labour, as well as an extensive public education campaign to bring the people of the
Virgin Ishnds along in the modernization and extension of our financial services induisieyrecent
establishmentof the International Arbitration Center has also opened significant opportunities for
deepening our footprint in the legal and financial businessesph We expect our efforts in buttressing

and steering expansion of the financial services industry to result in improved macroeconomic outcomes
for both the overall economyas well as employment indicators.

Employment

Mirroring the positive movement ieconomic growth, and providing some evidence for an improved
standard of living for the people of the Territory, both employment levels and average earnings have
been increasing since 2013. From 2012 to 2015, the number of peeoployed in our econongrew

by approximately4.4% to 19,501 persons, while average earnings increage@o to approximately
$26,600 With the implementation of an increased minimum wage of $6.00 an ho@rctober2016, we
expect to see an increase in average earnings in thetdmsr, and a corresponding improvement in the
standard of living for our people. As consistently noted, we are committed to ensuring that economic
growth recorded over the last few years, and fostered over the mediarm horizon,corresponds to
animproved wellbeing for the people of the Virgin Islands.

Employed Persons and Average Earnings
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B Employed Persons 18,799 18,679 18,809 19,167 19,501

——Average Earnings - Men 25,734 26,271 27,175 27,896 28,359
Average Earnings - Women 23,310 23,873 24,373 24,911 25,489

Inflation

Our relatively low and stable inflation rate was maintained in 2015, albeit lower than inflation recorded
over the previous decade. flation in 2015 was 0.8%, down from 1.9% in 2014 The lowerinflation
rate is explained by declining global oil prices, which drove negative movemém iransportation
price index(at -3.2%) Inflation for clothing and footwear and for services were the highest groupings, at
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3.7% and 3.3% respectivelin the medium term, inflation is expected to retuta its usual levels

between 1% and®% as global oil pricesbound.

Inflation Rate
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Recent developments in the global economy have suggested some uncertainty al giabkets,

including impacts fronthe United Kingd Y Q &
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is linked. It is through steadfast monitoring of our economic and fiscal outturns, asawéfie
implementation of our development strategy that we will be able to engender greater certainty in terms

2T (GKS ¢SNNAG2NEQA

SO02y2YAO0O
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uncertainty.Continued implementation of our dev@ment strategy iexpected to result in improved
economic outcomes which will assist in meeting our development and fiscal objectives, enumerated in

the sections below.
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DEVELOPMENT STRATEGY

We continue to rigorously pursue the vision of our developmsinategy, SEED (Social, Economic,
Environment, Direction/Governance) to build a prosperous Virgin Islands that is ideal to live, work, visit
and do businesaNhile our overarching goals remain the same, we have expanded our result areas and
indicators to fetter representexisting and emergindevelopment challengem a holistic manner, and

to meaningfully center us within the context of the global Sustainable Development Agenda

We have expanded our result areas to include promogegder equalityreducing incomeinequality
and specific environmental goals referencing the natural environmdnts vital that we pay keen
attention to our naturalenvironment. Mt only s this key to the attractiveness asur tourism product
but its deteriorationworksin oppositionto our lorng-term economic growthOur natural environmenis
also a cornerstone of owexistence as the Virgin Islands and our identity as Virgin Islanders.

A prosperous Virgin Islands, ideal to live, work, visit and do business.

® Quality healthcare and social services kK
Social * Quality education
* Gender equality )

¢ Stable and growing economy

Economic e Stronginfrastructure
* Minimize income inequality

J

¢ Effective management of natural resources and natural environment |

Environment * Strategic physical development
® Hazardrisk reduction and adaptationto climate change )

Direction/Governance [RISCEIFCVALELIN
¢ International Relations

¢ Safety for all persons ]

The follaving section highlightsur strategic prioritiesover the next three years (2012019) that will
bring us closer to achieving thesult areas outline@dbove.

Social: We are a healthy, vibrant and engaged populace, ywedpared to fully participate in
the development of the Territory.

i Strengthen the leadership, governanead performance of the health and social services system

Thel January2016marked the implementation ofhe National Health Insurang®&HI)Systemwhich is
the major policykeystonein our goal to ensurghat all Virgin Islands residents have access to quality
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allocations as well agnandatorycontributions fromemployersand employees Early results from the

NHI system are currently being reviewed and will shape how the system is administered in the medium
term. It is already cleahowever, that the NHI has expandéealthcare access for aksidents of the

Territory, andthat its success is crucial to our aims to improve the standard of living for all.

Having largely guaranteealccess to quality health carbealth policies for tle short to mediuraerm

are focused onargeting specific segments of the populatiochildren, the aged and the disabledVe

have drafted aNational Programme of Action for Children (NPAC) followtageholder consultations

and work done by UNICEF in Bming thestatusof children in the Territory¢ KA & LJ2f A Oé Qa T2
ensure that the wellbeing of children remains central to our socioeconomic policymaking processes,
given that their development speaks most loudly to the future potential of theitbeyr Similarly, we

have created a HealyhAgeing Policy as well as a National Policy on Persons with Disabilities to ensure

that adequate structures are in place to care for our most vulnerable citizens, namely children, aged
persons and persons with disilities.

1 Promote gender equity, social justice and the progressive realisation of human rights

With an additionto the result areas,in promoting gender equality we haveincluded levels of
disaggregation to output and outcome indicators within thebpic sectoRa FNIF YSg2N] F2NJ LI
performance having started with programmes across the Ministry of Education and Culture in 2015

Across all policymaking are&s the 2017 budget yearincluding importantly health, education and

public safety, the aim is tocollect and analysgender sensitive statistioghich will assist Government
programmes in developingnd implementing policietailored to meet the needs of distinct groups in

the population. OurNational Gender Policywhich will underpin thes efforts, is currently being

developed.

AtHSNJ al 2SadeQa tNhazys ¢S gAatft O2yi0AydzS (2 62N] 2
we are preparing inmates to become successful citizens on their return to society and thereby decrease
recidivism We have a social respahdity to our prisoners andhe society to ensure that they are

prepared with the necessary tools to become productive citizens upon release and we must find ways to

do so.

i1 Increase (and expand) access to quality Early Chittibevelopment Services (ECDS)

We recognise and prioritiséé importanceof our studentshaving a solid educational foundatioinom a

very early ageThus, significant focus has been placed on improving and expanding access to quality
early childhood deMepment services, with regular inspection of all centers to ensure that they maintain
required quality standards. In conjunction with the H. Lavity Stoutt Community College, we strive to
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institute a certification programme for all teachers at the earlyldiood level to ensure that they are
well-equipped toprovide the necessary foundation for our youngest students.

1 Improve curriculum and strategies for assessmaetbss primary and secondaggucationlevels

Using therecently implementedKey StageAssessmenframework we are continuing to develop

structures which allow ug monitor the progress of our students from kindergarten through Grade 12.

In addition tokey stage assessmenatgrade 4 irthe primary levelwe willintroduce theCXC Cariblas

Primary Exit Assessment (CPH#&) grade 6 and the Caribbean Certificate of Secondary Level
Competence Assessmeat grade 9, which will serve as the key assessments for those grades. These

two assessments will provide a regional Igrwhichwe cangald S 2 dzNJ dcddémicd®gdings$)

ensuring that they are wellINB LJF NBR G2 LI NGAOALI GS Ay 2dzNJ ¢ SNNR (2

¢2 FFEOAETAGIGS 2dzNJ AGdzRSy (a4 Q NEinyCial S&vicesS\@@rt Igdanis S y (i =
History, Tourismand Civic$o the curriculum over the last several yeafhie 20162017 school has seen

the official beginning of the newly implemented Grade 12, with students at this level completing
Caribbean Secondary Education Council (CSEC) examinations, tlexdirsf the Caribbean Advanced
Proficiency Examination, and/or Advanced Placement courses held at. thavity Stoutt Community

College.

Economic: Our economy is thriving and buoyant, fostering growth through entrepreneurship
and trade.

1 Grow the tourism sector to maxisg economic output in a manner that balances economic
opportunity with environmental sustainability and social harmony

The recent extension of the cruise pier and completion of thadside Tortola Pier Park has
undoubtedly increased cruise tourist arrivals, witlrival numbers increasingpproximately 25% to

Wdzy S Hnamc AY O2YLI NR&2Z2Y (G2 | NNAGF A tdploHedaBIHa (2 W
increase in annuatruise tourist arrivals in 2015 compared 2914. Contrastingly, we have seen a

slowdown in the growth in overnight tourist arrivals, withe lack of direct access to the Territory from

the mainland USA hindering tlyggowth potential for this subsectioof the industry.

Therefore,the key to ourstrategy in buttresgng the tourism sectoy specifically in relation to overnight
visitors,is improving access to the Territory:he agreement signed earlier this year with BVI Airways will
facilitate the provision oflirect commerciahirline access to th Territory, the introduction of which will
undoubtedly bel & 30 KISy HavMgdiect flights to theTerritory will encourage growth in our
arrivals for leisure as well as business, acting to directly and indirectly stimulate economic gooegh
several sectors of the economigcluding accommodation and food services, and wholesale and.retail
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The extension of the runway at the Terrance B. Lettsome International Airport will provide an additional
boost to air arrivals in the Territory, expandingetmarket offering direct flights to the Territory, and
thereby stimulating an increase in overnight tourist arrivéith expected growth in tourist arrivals, we

are investing in our tourism infrastructure. An example of this is work being done at theyBvane Bay
beach whichwill offer entertainment as well agonsumption options, thereby alleviatingany
overcrowding abur popular beaches such as Cane Garden Bay and the Baths on VirginF@steliang

other niche sectors within tourism, we look formato the opening of the football, trackand
volleyball/netball stadium through a joint venture between our Government, FRéthelocal football
associationwhich will facilitatethe growth of sports tourism. Similarly, we comtie to explore available
possibilities to expand medical tourism in the Territory, which will foster overall economic growth.

i1 Build a thriving and sustainable financial services sector where BVI iemaworld lealing
corporate domicile, expandalue added servicesand build best in class enabling mechanisms to
FIOAEAGIGS GKS aSO02Nna 02y dAydzSR INRGGK

Giventhe uncertainty in global markets angcent events includinginwarranted negative attention
stemming from the release of th®anama paperswe have redoubled our continuousfforts to
maintain the sustainabty of the financial servicesstor. TheFinancial Services Implementation Unit,
dzy RSNJ G KS t NI Ndnéchideady traviformiatioRs tiielindustry and in the public service,
which will support the growth of thiwital sector So far this team has undertaken initiatives based on
recommendationsfrom the McKinseyReport which include: revamping the International Finance
Centre; strengthening the business development function; engadie entire BVI population on
financial services related matters and reforms; building BVIslander capability and participation in the
industry; pursuing Tax Initiatives; enhancing customer service at the Financial Services Commission;
attracting and offeing value-added ®rvices; reforming Immigration and Labour Policies; and investing
in infrastructure.

The addition of the International Arbitration Center to our enviable suite of legal and business structures
in the Territory, will undoubtedly be a boda our goal to increase valugdded services for the financial
services sector in the Territory. By both widening and deepening the footprint of the Territory in this
industry, we will ensure that our success as an international finance center contiougiow from
strengthto-strength, despite prevailing headwinds.

1 Promote a prosperous and diversified small business sector that drives greater economic output and
provides opportunities for Virgin Islanders

Having rebranded the Department of Trade dsiment Promotion and Consumer Affairs, meeognise
that the economic success of the Territory is dependent on a successful and productive trade and
investment sectarThe expanded role of theebranded departmentill help us tostrategically align the
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Virgin Islands to benefit from a globsdd trading system through logategional and international
relationships.To foster these relationships with both local and foreign investaeswill implement an
Investment Act which will drive domestic and foreigvestment in the Territory.

Similarly,through the National Business Bureahe Departmentwill positivelyimpact the domestic
market by fuelling the entrepreneurial spirit of the Virgin Islantisis acknowledgebe importance of

local entrepreneus, thereby affordingassistance to their visionEfforts to foster this spirit will continue

to be made through programmes such as the Loan Guarantee Programme and the Business of the
Month initiative, both designed to strengthen local business given that these comprise an important
enginefor economic growth in the Territory

The Department of Trade, Investment Promotiocsend Consumer Affairaill continue to hosttraining

sessios in collaboration with the SMART Business Academybuilding the capacity of local
entrepreneurship. Course offerings covex range of principles including foundational concepts, quality
management, finance management, and developing seamless custmn&red business Truly
believing that the key to our future ecomic development lies in innovation driven by our human
capital, we have sought to foster that innovation by providing budding entrepreneurs with financial as
well as technical assistance in their quests to build their businesses, thereby building thelTRINE Q &
economy.In this vein, we will also soon embaok an Elkfunded Territorial Strategies for hovation

(TSI) project,aimed at making innovation a driver of economic growth as we seek to diversify the
economy.

1 Construct or upgrade roadwafor improved vehicle and pedestrian flow of traffic in therritory

The Public Works Departmewnith assistance from private contractorsyntinues to execute our gjor

Road Improvement and Development Programmasing funds from both recurrent revenue as wadl

the Road Infrastructure loan from the Social Security Bdarmjoingvorkshaveinvolved the installation

of curbs, slipper drains, sidewalks and edge of road; lengthening of ¢tsjv@nstruction of manholes

and road pavingThis reengineering and reastruction of our roads promises to bring relief to our
motoring public, improvingafety and resilience of our road network, and facilitating economic growth
opportunities. Road works are ongoing or have been completed ffast End to West End on Tortola
AyOfdzZRAY3 {LINAYy3 DKdzi G2 .StftS xdzS3T /FNNRGO .leézx
Road worksave also taken place and witbntinue on the outer islands of Anegada, Virgin Goeahal

Jost Van Dyke

1 Improvetelecommunicationsyater and sanitationnfrastructure
In Septemberof this year, the Telecommunications Regulatory Commission (TRC) awarded the three

mobile operators with spectrum used to deliver high speed mobile broadband services using LTE
technology. Indeed, th implementation of this technology in the Virgin Islands will provide enterprises,
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consumers and citizens with better ditg mobile broadband servicdg line with developments that
have already occurred in North America and Europe wiich are currenyf being implemented
elsewhere across the Caribbean.

First class telecommunications infrastructure is a requirement for a modern economy, especially one
poised to lead in financial services and tourism spherethe Telecommunications Regulatory
Commissior(TRCill continueto work with all licensed operators to ensure that the Territbsnefits

from far greater broadband speeds available at regionally competitive prices

As part of ongoing improvements to the Water Distribution Netwavle, will instdl energy efficient
booster pumps, and reducanaccountedfor-water by intensifying leak detection in identified leak
prone areas. While many homes and businesses are equipped with water catchment systems, the
importance of access to potable water acrobe fTerritory through the public water system cannot be
overstated. As such, we continue to invest resources towards strengthening the public water
distribution system, especially in light aur increased desalinated water purchase. Ensuring that
purchasedwater can be efficiently and effectively distributed across the Territeryital to achieving

the outcome of strengthened infrastructure.

Also towards strengthening the water infrastructure, in October 28X®ntract wassigned with Aqua
Designs forthe upgrade of the water plant on Virgin Gorddpgradesto that facility will help to
guarantee reliable access to potable water through the public water systeiirgin Gordaandshould

be completed within the next few monthi terms of sanitation ifniastructure, he seweragetreatment

plart in Road Town isaw fully operationalwith sewerage being treated atsafer and cleanetertiary

level Having reached this important milestoriée focus of the National Sewerage Programme is now
on completionof the sewerage project in East End/Long Look. The Sewerage Treatment Plant at
Paraquita Bay has passed the inspection test and we are proceeding with the installation of force mains
from Long Swamp to Paraquita Bay. Revengghe sewerage network in Cané&sarden Baywill
accommodate a new design which req@irewer pumps andwill facilitate greater connections of
properties in the area.

1 Minimise incomeinequality

To alleviateincome inequality in the Territonand ensure that work corresponds with immed living
a0FyRINR&AE 6AGK O02YYSYyOSYSyd FTNRBY ™M hOG20SNJ Hnwm
increasedfrom $4.00 to $6.00 per houiheimpactof the minimum wage icrease will be greatest for
low-income earners, thereby acting to reduce income w&dy in the Territory As is customary, the

new minimum wage will be enforced through the Labour Departmggihginspections, work permit
crosschecking, employer orientation sessions and employee awareness and repditieglecision to

increase the mmimum wage dovetails with our commitment to ensure that the economic growth we

have experienced over thiast few years corresponds @n improved standard of living for all of the

residents of the Territory, and especially so for those most vulnerablengstas.
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Environment: We value our natural resources and promote sustainability in physical planning
and management.

1 Promote sustainable fisheries and ensure management of natural resources in the BVI, including
restoration of our natural ecosysteto maintain the unique ecological features.

The year2016saw the end of an eighteemonth seded mapping priect and hydrologic survey on an
area off the coast of Tortola. Executed through the partnership of the National Parks Trust, UK
Hydrographic Office anthe Centre for the Environment, Fisheries and Aquaculture Sciences, critical
underwater areasn relation to biodiversity have been siayedsuch as the Wreck of the Rhone Marine
Park, the hurricane shelter at Paraquita Bagd Hans Creek fisheries protected area. The benefits of
this will be feltacross @Gvernment departments anavill resultin improved safe vesel access of Road
Harbou, as well aprotection of coral reefs and seagrass beds for future generations.

The importance of maintaining the pristine nature of our environment cannot be overemphasised. Our
natural environment is central both to our socioeconomic destiny, as agdth our identity as Virgin
Islanders. Recognising this, oue haveaimedto establish and maintain natural ecosystems through

the Coral Restoration Pilot Nursery Project where live coral fragments and coral heads are transplanted
in order to reestablisttoral reefs Through this project, whave been able t@stablishtwo coral reef
nursery siteon the islands oY¥irgin Gorda and Little ThatcGoral reefs have been proven to be crucial

to climate change mitigation, as they help to protect flgmwne $orelines and are also important for
biodiversity.
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91 Develop agricultural sector through use of greenhouses to improve food security and reduce
vulnerability inherent in high reliance on imported food

We have already made significant investrteeim devel@ing greenhouses at Paraquita Bay. Through an
agreement withthe private firminternationalBusiness andrade (IBT,)we will complete construction of

the greenhouses, readying them for improving production of fruits and vegetables within the Territory.
Ou goals to enhance food security and encourage hedlthigg among our population will undoubtedly

be furthered by our investments in the agricultural sector. To this end, we secured a $1.5 million loan
with Deutsche Bank this year to complete this projesnd we look forward to reaping the first harvest
from the greenhouses.

1 Maintain and develop beaches to ensure safety and comfort of residents and visitors accessing the
beach

Our beaches are internationallyrrewnedas great tourist attractiors. Astourists continue to utike our

pristine beachesespecially with increased touristravals from cruiseshipst is imperative that we
maintain beach safety through flag warning systemnd beach safety signagen all beachesThe

installation of necessatyathroomfacilitieswill also help toensurethat our beaches are k# as pristine
as nature intendd.

i1 Hazard risk reduction and adaptation to climate change

In relation to emergency response to national hazauais,efforts to reducehazardrisks haveincluded
communication, training and simulation exercises. Monthly testing of the National Emergency
Broadcast Systemow includes a mass texting platforthrough all three cellular phone provideras
well asestablishel partnerships with radio stations ZCBN and ZE@8&uring that persons can be readily
notified of changing circumstances or angtructions during an emergency crucial to our resilience as
an isand Territory which igulnerable to environmental impés:

The dmulation exerciseswe conduct on a regular basis help tocrease public awareness and
participation andto build capacity within emergenagspondentagencies Also,we conducttraining

and certification sessiorthirough the Territory, includig on our islands of Anegada, Virgin Gorda and
Jost Van Dyke. Increasing public participation in these exercises and training sessions bodes well for our
preparedness to respond to emergencies, a critical component of our resilience as a Territory.

We have also worked with theODECSo0 undertake Europeanfunded Global Climate Change Alliance
(GCCARpdaptation projectswhich improve our resilience to climate change impacts in terms of our
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natural coastalinfrastructure Following on from this, the establistent of the Climate Change Trust
Fund facilitats our resilience to climate change impacts by financing important adaptation activities.
Our readiness to face the impacts of climate change to wivielare particularly vulnerableincluding
heavier rainfdl stronger and more frequent storms and coastal erosiovill be strengthened byhe
adaptation projects funded through the GCCA andGfienate Change Trust Fund.

Direction/Governance: We govern transparently, ensuring the safety, secylyd cohesion
of our populace.

1 Safety for all persons

The Royal Virgin Islands Police Force has undertaken several inittativeseasepublic safety with
increased emphasis on community policing efforith the aim of improving public trust and
confidence in the policethe RVIPRas been reachingut through community engagement, expansion
of neighborhood watch schemes aimdprovementin contact and support for victims.

We are also keen to ensure that tirdrastructure and capacityf the Poli@, CustomsandImmigration
Departments are commensurate with the community needs they are tasked with me&aftgcting
this, we have begun to train law enforcement officerghie Territorythrough a local Law Enforcement
Academy. Already thirteen regits from the Police, Immigratigmnd Customs Departments have been
trained through this AcademyQur ability to locally trai our law enforcement resourcesill ensure
that the Territory continuously benefits from quality public safety services.

1 International Relations

The year2016 has marked significant improvements in our immigration processes to betiditate
international trade and transactions. We have implemented a visa waiver system for persons in
possession of US and Canadian visas. Also, the implementatievisé®vill allow applicants to obtain

visas electronically after entering requir@tformation and making paymentshereby reducing the cost

of administering the visa system, and making the Virgin Islands more accessible to persons requiring a
visa to visit. Through fostery international relationshipswe will be able to promote the eg@nomic
development of the Territorytherebyresulting in an improved standard of living for the residents of
these islands.
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i Effective governance
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presengtion and provision of services to the pubiic a holistic mannerin ensuring that accessing
Government services is a seamless process, One Government has provided a new vision and mission for
the public service, launched internet and intranet servicaisd helped to streamline Government
services. In conjunction with the ongoingG®vernment initiative, we aim to provide services to the
public at a level which reflects our socioeconomic situs and meets the needs of a gtewiyg-first

century economy.

Similarly, the reform of our public financial management system has continued with the annual
production of this Medium Term Fiscal Plan, with which we have strengthened the linkages to the multi
year programme performancbased budget as well as to threporting functions of the Treasury.
Indeed Treasury functions are currently being reformed to ensure thatameffectively and efficiently
process paymentas well as accurately predithe availability of cash, thereby reducing instances of
cash shortges. Our recent procurement of a $25 million line of credit will also assist us in alleviating
cash shortage which result from theseasonal pattern of revenue inflows.

Charting our Course

Through our medium term development strategy focused on suskdéndevelopment, we aim tehart

a course which will helps to maximig our potential inmeeting our fiscaland economictargets
thereby positioning our Territory for the future The following section reviews our fiscal outcomes,
including an analysis oécent revenue, expenditure and debt trends, thereby setting the stage for our
fiscal forecasts and forecast fiscal position over the medium term.
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FISCAL REVIEW

Revenue

Following2014,a year with record revenue receipts, in 2015, ¢aial revenue collection®nce again
outstripped budgetedexpectations Revenue in 2015 reached $317.6 million, approximately $1 million

or 0.3% less than revenue received in 2014. Once again, receipts from stamp duty late in the year drove
the higher tha anticipated revenue, with $12 million received in other taxes. The largest category of
revenue collected at 61.9% was Taxes on Goods and Services, the majority of which, namelye®d.8%
receipts from financial services$pecific to revenue from the ioporation and reregistration of
companies, $175.0 million or 89.0% of Taxes on Goods and Services were receipts from company
incorporations and reregistratioria 2015, down from $178.1 million in 201@nancial services receipts
accounted for 56.8% obtal central government revenue in 2015, down slightly from 57.6% in 2014.

Given the additional scrutiny and international pressures placed on our financial services industry, 2015
collectionsretained from financial servicesere only slightly less tharecorded in 2014, at 1.7%. In
2015, collections from financial services totaled approximately $180.5 million, down from $183.6 million
collected in 2014Given that the number of new incorporations hasen decreasing over the last three
years, it is antigated that revenue from incorporations and-registrations will likewise decrease in
coming yearsOur efforts to expand theinancial serviceindustry into more valuedded servicesre
expected tohelp tosupportand provide a boost to revenue receigsing forward.

Total Revenue by Type
USS millions
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300.00 -

250,00 ® Payroll Tax
m Property Tax
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m Taxes on International Trade

150.00
m Other Tax Revenue

m Other Current Revenue

100.00
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0.00
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Property tax, taxes on international traded payroll taxall registered increases in 2015, at 20, 7%56%

and 4.3%respectively.The significant increase in property tax collections last year was driven by an
amnesty implemented at thend ofthe year, diring which the Inland Revenueepartmentwaivedlate

fees on outstanding property tax paymenihis helped to boost property tax collections to the highest
ever, at $3.2 millionThe policy which reversed the decision to charge impatted on freight on board

(FOB) rather than cost insurance freight (CIF) value of goods helped to increase import duty collections
which make up the vast majority of taxes on international trade and transactinB815 The increase
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in payroll tax colledbns is partially attributed to increased employment and average wages, as well as
heightened collection efforts undertaken by the Inland Revenue Departnierthis way, the result of
direct policy decisions increased collections in these three categories

With increasing demands for recurrent expenditure and ongoing development neegisiring
infrastructural investment, we are making efforts to increase our revenueeipts. We are
implementing initiatives to generate revenue, improving systems which facilitate compliance, and
strategicaly pursuing economic growth. These effowdl result in increased revenue receipts for the
central governmenbver the next three years.

Recurrent Expenditar

Rearrent expenditure increased 10.2% 2015, to $278.6million, driven by increases in employee
compensation, goods and services, and transfers and subsWligsall outstanding increments to civil
servants paid in 2015, employee compensation ineeda$.2% to $120.2 millignwhile the
commencement of the additional water purchase agreemamreased costs for water purchase by
approximately $10 million, with a corresponding 17.9%reéase inthe cost ofprocuring goods and
services.

Efforts to curtd recurrent expenditure in 2013 and 2014 were impacted by specific policy decisions
resulting in significant increasein recurrent expenditure in 2015. With 2016 marking the
implementation of the National Health Insurance system in the Territory, asagéhe implementation

of a $7 million subsidy to BVI Airways for direct flights from the United States, recurrent expenditure
costs are expected tincrease even further, to $288rillion in 2016.

Recurrent Expenditure by Type
US$ millions
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Revenue and Recurrent Expenditure
US$ millions
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HRevenue M Recurrent Expenditure

To accommodateanticipated increases in recurrent expenditure, Ministries and Departments have
consistently been encouraged to prioritipepogrammes and activities, andovk to eliminate waste and
maximi® use of our limited resources.

Capital Expenditure

Our investmets in updating our infrastructure to refledhe demands of arowing populationand
economy havesontinued. In early 2016, the landside development of the Cruise Pier, TortoladPier P
was officially openedoffering an unparalleled shopping and entertainment experience to visitors and
residents alike in the Territory.his investment in conjunction witihe extension of the piehasopened

the door to increased cruise tourist arrivals and accompanying ineseas economic activity acse
several industries, maingccommodation and food services, and transportation.

Continuingwith financing fromthe Caribbean Development Bank (CDB) and Social Security(B&S8)
road infrastructure development loans, sificant work was done in 2015 and 2016 on improving our
road network on Tortola, reengineering roads and bridges to improve drainage and resulotiger
lifespan of quality for our roads. Other notable capital projects carried out over the last tws yea
include expansion of the electricity grid by the Electricity Corporatioompletion of the Queen
Elizabeth Il Park, ongoing work on the water and sewerag@ork infrastructure, efforts to modernize
the Brandywine Bay Beadchy R ( KS 9 I & {(iBayoHaRou@hdiinvest@emt® @ schools and
recreational facilitiesCapital expendituravas approximately $34€ million in 2015, and is expected to
total $21.0million in 216financed by the recurrent surplus and existing loans.
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Fiscal Balances

US$ millions
20160 N
=
2015 K
-
2014 ?
2013 N
T
2012 N
e
011 §
]
{50.00) 0.00 50.00 100.00 15000 200,00 250.00 300.00 350.00
011 2012 2013 2014 2015 2016p
B Revenue 284.05 2078 30240 31860 3.6 310.47

u Total Expenditure and Net Lending 279.84 304.70 295.70 284.33 2216 308.26
u Reserve Contributions 605 1502 1501 7.00 500 1500
u Overall Surplus/(Deficit) (1.84) (26.95) (12.33) 27.27 [9.55) (12.79)

Capital investment inhe mediumterm involves completing several projects which we have embarked

2y YyIYSte GKS O2YLX SGA2y 2F (GKS LNRa hQbSIf aSRA
FYyR GKS CIFG 123Qa . 1@ | Nb2dzNJ 5S3S ate, lahiSeviérage I y R O
networks. With a combination of recurrent surpluses, existing loans, and proposed new borrowing in the

form of additional loas in the total amount of £3.15 million for infrastructural improvements, with

I LILINE @ £ FNZ Y nd®Simdnwedlth Offica, N Kirgiy Islands will still maintain relatively

low levels of debt as a percentage of nominal GDP in the medium term.

The next significant infrastructural investment on our development agenda is the expansion of the
runway at theTerrance B. Lettsome International Airport. Economic growth in the medium to long term
is undoubtedly hinged on the successful completion of this crucial development. Given that the BVI
being more accessible to tourists, potential investors and cliergeuisal to the growth of our financial
services and tourism industries, this Government has placed priority on the expansion of the runway
which will propel economic growth and create entrepreneurial and employment opportunities for the
people of the Virgi Islands. The 2018018 MTFP demonstrated the affordability of this project given
our ability to maintain recurrent surpluses and service our existing and proposed new debt. Even with
the acquisition of new debt to finance the runway expansiothe amount of $153.5 millionthe Virgin
Islands will still maintain relatively low levels of debt as a percentagewiinal GDP in the medium
term, with total public borrowing (which includes central government and-wisighted paratatals

debt) at approximatel $216.1 milion or19.8% ofnominalGDPat the end of 2019

Debt

At the end of 2015, central government disbursed outstanding defipreached $106.5 million or
10.9% ofnominal GDP Severakentral government loans were disbursed in 2015, namely financing for
road improvement and rehabilitationas well as financing for water and sewerage infrastructure
development. The combination of repayment of existing loans and continued disbursemaetvef
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loans meant the increase in central government DOD from $93.5 million at the end of 2014. With
continuedrepayment of ourexistingloans, we expect central gernment DOD to decrease to $186
million by the end of 2016, which aesponds toapproxinmately 10.686 ofnominal GDP.

On the guaranteed debt side, the Phase V development project by the Electricity Corporation as well as
full disbursement of the Ports Authority loan for the completion of the landside developiesteant

an increase in overgbublic borrowing, from $149.#illionin 2014 to an expected $8.3 million by the

end of 2016 Even with disbursement of these loans and acquisition of new debt for the expansion of
the airport runway, we will still be able to maintain sustainable delels with implementation of our

fiscal strategy; evidenced by compliance with the borrowing ratios in the medium and longer terms.

Total Central Government Loans (DOD) and Parastatals’ Risk-
Weighted Debt
USS millions
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The increase in our total public borrowing since 2013 has been necgssazdmpanied by an increase

in delt servicing osts. Stillwith relatively low debt levels, we have been able to also maintain relatively
low debt servicing costs. In 2015, principal repayments and interest payments on central government
debt amounted to$15.3 million or 1.86 of nominal GDP, up slightly fron$15.2 millionor 1.8% of
nominal GDPin 2014. Withthe use of our newly acquired line of credit facility in combination with
servicing our existing deptwe expect principal repayments and interest paymenois central
government debtto increase to $2@ million or 2% ofnominalGDP in 2016.
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Total Debt Servicing by Type
USS$ millions
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As we pursue our development strategy, which necessitates the acquisition of additional debt, mainly in
the form of financing for the expansion of the T.B. Lettsdmternational Airport, we will vigilantly
maintain our debt and debt servicing at sustainable levels. Our fiscal strategy to increase revenue and
promote expenditure efficiency will assist us in ensuring that public money is targeted towards
maximising ou potential for shared, sustainable growth.
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FISCAL STRATEGY

Ou fiscal strategy in the mediuterm involves maintaining ral increasing oupositive recurrent
balance, contributing to our Reserve Fund to buffer public finances, and maintaining lowsaathable
levels of debt and debt servicing. Specifically, we continue to pursue the following objectives over the

mediumterm:
1. Maintain and increaseahe recurrent surplus balance by implementing revenue generating and
expenditure efficiency measures;
2. Buid the Reserve Fund balance as a means of buffering public finances from unexpected future
shocks;
3. Manage our pension liability; and
4. Maintain the borrowing ratios within limits outlined in the Protocols for Effective Financial

Management.

Revenue generatfninitiatives

Over the last two years we have been able to enact and implement several revenue generating
initiatives including reversal to charging import duties on the cost insurance freight (CIF) rather than the
free on board (FOB) value of goods, i@ in import duties on alcohol and tobacco products, and the
increase in the hotel accommodation tax fron0% to 10.0%. These initiatives will have buttressed
revenue receipts in the taxes on international trade and transactions, and taxes on goods and services
categories of revenue.

Implementation of several other initiatives approved through recent MTFPs is ongoing, inclding
marine fee/cruising permitsncrease, the tourist arrival/environmental levy, amebrk permit fees
Conservative gtimates for collections based dhese initiatives have been included in projections for
revenue collection in the medium terfn.

In this way, no significant new revenueasures will be implemented in the medidierm. Rather than
consistently introducing new taxes and fees, greater emphadisinstead be placed on improving
collections system$or existing taxes and fees, therelayoidng placing increased burden on thax-
paying publicinstead ensuring that outstanding receivables are collected

Encouraging expenditure efficiency

Alongsidegenerating revenue anensuring compliance with the Protocpige recognis¢he importance
of improving expenditure efficiency. Asuch, we are committed to prioritising expendituresand

%The list of approved revenue generating initiatives which have been added to the tssefdae Medium Term
Fiscal Frame are included in the Appendix.
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improving procurement and project management practitesnsure that the people of the Territory
are receiving value for money in the wag conductbusiness on their behalf.

1. Managing the Public 8dceto improve performance and enhance efficiency and effectiveness
in the delivery of services to the public. The new performance management systgnched
this year,sets out clear individual objectives and enforces accountability while identifyeeps
for skills assessment and development. Fostering greater linkages between performance and
remuneration in the form of increments ensures that those who excel within the public service
are adequately recognised while managing expenditure on persoam@luments.In the
mediumterm employee compensation costs will be held constant, putting emphasis on our
need to ensure that the public service operates efficiently.

2. Offsetting the Cost of Goods and Servibgsreviewing and revising KS D2 @S NgeMSy (1 Qa
fee structures to closeloopholes,renegotiating the cost of obtaining goods and services and
ensuring that fees at least cover the costs of providing serdigemitroducing new fees for
SEAalGAYy3 aSNBAOSao® ¢ KA & s gghificant subsidisationi of puiflic NB R dzC
goods and services and the current cost associated with procuring goods and services. For
instance, renegotiating existing water contracts will assist in reducing the costs associated with
purchasing water.

The Ministry of Finance continues to play an active role in monitdd®y@S Ny YSy & Qa 02 &
procuring goods and services, ensuring that we receive value for m@&oelget monitoring

which continued in earnest in 2016, has helpedidentify areas ofovergpendng and has

assised in curbing the need for supplementary appropriations, except in emergency
circumstancesEnsuring that programmes are appropriately prioritisadd costedduring the

more rigorous multyear budget preparation proceskas alreadyyielded efficiencies and

savings With the continuation of these efforts, we expet put downward pressure on the

costs of procuring goods and services.

3. Improving financial management parastatals Implementing a framework which monitors the
financialand operational performance of all parastatals is an integral part of managing the
growth of transfers and subsidies and ensuring that they are achieving the overarching
development goals of the Government. Thanfrework has been prepared, and with Cagdtin
approval, will be implemented by 2018

4. Capital expenditurelevels depend on the dvelopment policy initiatives of theyoverning
administration To help promote the effective and efficient use of resources on capital prpjects
we have begun to implemenimproved project appraisal and assessmerocesses This will
help ensure that the Government achieves value for money on all projects and forms part of the
D2 @SNY Y Sy (i Qa | maltapetndnOefcFni pyogrshte. |

5. Preventing¥. dzR 3 S@ Duriég$eS2017budget processMinistries and Departmeist were
required toreduce their budgets by approximately0% based on revised revenue projections
Additionally, Ministries and Departments were required to identify areas of potential savings
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which are usd to offset any new spendingapproved by the CabineOur reformed budget
processes, with rolling forward estimates, have helped in containing expanding expenditure
budgets.

Addressing contingent liabilities

We are committed to creating a National Pensigystem. Towards this, we will prepare Terms of
Reference(ToRs)for proposals for the creation of a National Pension System, largely based on the
findings of a recent repotttommissioned by the Government. All new civil servants will be required to
contribute to their pension plans under the new national pension system, with special provisions made
for incorporating existing employees into the contributory scheiith this approach, our intention is

to freeze the current pension liability, requiring ¢dhutions to fund any future growth in that liability.

Building our Reserves

Towards meeting the liquid asset ratio requirement of @5 of recurrent expenditure by the end of
2017,we havecontributed $7 million ir2014, $5 million in 2015nd$10million in 20160 the Reserve

Fund Thishas broughthe reserve fund balance to approximately¥5million to the end of 2016. With

an additional $2.5million contribution slated for 2017, the Virgin Islands will be in full compliance with
the borrowing guideline ratios set out in the Protocols for Effective Financial Management, thus able to
independently seek funding, and more importantly, having a fiscal buffer available in case of future
shocks.

Maintaining the borrowing ratios

The GoVI has beerble to maintain low levels of debt and thus, debt servicing while still meeting
development imperatives and accessing necessary funding for capital projects. In thigvevagve
stayed welwithin borrowing ratio guidelines for net debt and debt servicinglined in the Protocols.
With anticipated compliance with the liquid assets ratio by the end of 2017, we look forward to greater
autonomy in making borrowing decisions based on the unique context of the Virgin Islands.

Financing the deficit

GoVI has awsistently met its debt obligations, and has run overall deficits in the past to invest in much
needed infrastructural development for the Territory, including roads and ports, the water and
sewerage network, and healthcare facilities. It is through thpa&dent investments that economic

¢t NPLIRAaSR {2aiGS8SY 2F {dzld SYSyidlrt tS8Syaizy ttly F2NJ 6KS
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sustainable manner.

Our Capital Investment Plan over the next three yertsbe financed through annual recurrebalance
surpluses, loan disbursemenfscluding an additional proposed2$.15 million loan for infrastructural
development once approvddand excess unsecured debt/liquid aséets

Unsecured Debt/Liguid Assets

Unsecured dbt flows in any given yeare approximated in the mediusterm
FAAO0FE FTNIYS |da GKS RAFFSNByOS atS
net borrowing [(0an disbursementsminus principal repayments)n that
particular year.

If net borrowing (loan disbursements minpsincipal payments) in a given ye:
is greater than the deficit, unsecured debt flows will be negatimeaning there
are excess funds or liquid assets available at the end of the year subsequ
financing the deficit. Converselif net borrowing (oan disbursementsminus
principal payments) ikess than the deficit in a given yeansecured debt flows
will be positive meaning arrears have been incurred in order to finance
deficit.

Likewise, a negative unsecured debt stock would be equal ttighil assets on
hand at the end of the year and a positive unsecured debt stock would be ¢
to the cumulative arrears balance.

* See definition for unsecured debt/liquid assets in Box above.
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Medium-Term Fiscal Frame

mn $

Total Revenue
Total Current Rev
Total Tax Revenue
Payroll-Inc Taxes
Property Tax
Taxes on Gds & Services
Tax-International Trade
Other Tax Revenue
Other Current Revenue
Grants

Total Expenditure
Total Primary Expenditure
Total Recurrent Expenditure
Total Interest Payments
Interest payments - Domestic
Interest payments - Foreign

Total Non-Interest Recurrent Expenditure

Employee Compensation
Goods & Services
Subsidies & Transfers
Total Other Expenses

Total Capital Expenditure and Net Lending

Capital Expenditure
Net Lending

Contribution to Reserve Fund

Total Surplus/(Deficit)
RECURRENT BALANCE

RECURRENT BALANCE LESS RESERVE CONTRIBUTION

Financing
Net Borrowing
Loan Disbursements

Loan Disbursements - Domestic

Loan Disbursements - Foreign
Principal Repayments

Principal Repayments - Domestic

Principal Repayments - Foreign

Unsecured Debt Flow - Change in Cash

2013

302.40
299.10
281.44
44.26
2.72
198.07
29.25
7.15
17.66
3.30

300.00
295.50
257.08
4.50
3.97
0.53
252.58
114.30
62.22
64.52
11.55
4291
4291
0.00

15.01

-12.60
45.32
30.31

12.60
-10.66
0.67
0.00
0.67
11.34
8.51
2.83
23.26

2014

318.60
316.08
298.46
47.42
2.66
198.50
33.65
16.22
17.62
2.52

284.33
280.16
252.66
4.16
3.66
0.50
248.50
113.17
57.44
64.19
13.70
31.67
31.67
0.00

7.00

27.27
65.94
58.94

-27.27
1.93
12.94
10.30
2.64
11.01
8.32
2.69
-29.20

2015

317.62
314.59
297.75
49.48
3.21
196.59
36.18
12.29
16.84
3.02

322.16
317.73
278.58
4.43
3.96
0.48
274.15
120.22
67.74
67.49
18.70
43.58
35.58
8.00

5.00

-9.54
39.03
34.03

9.54
12.95
23.88
20.24

3.64
10.93

8.32

2,61

-3.40

EST'D
2016

310.47
310.42
291.59
50.11
2.82
190.89
41.26
6.52
18.83
0.05

308.36
304.12
288.64
4.24
3.80
0.44
284.39
119.57
64.72
89.33
10.77
19.72
21.00
-1.28

10.00

-7.89
21.83
11.83

7.89
-0.16
15.75
12.46
3.29
15.91
13.32
2.59
8.05

PROJECTIONS

2017 | 2018 | 2019
325.34| 333.03| 337.23
325.34| 333.03| 337.23
302.35| 309.95| 314.07
51.78 53.87 55.89
2.40 4,96 5.08
196.66( 197.50( 198.35
46.63 48.20 49.48
4.89 5.43 5.28
22.99 23.08 23.16
0.00 0.00 0.00
325.01| 320.48| 314.77
319.52| 314.74| 309.47
287.55| 295.74( 295.84
5.49 5.74 5.30
4.64 477 4.29
0.85 0.97 1.01
282.06| 289.99( 290.54
119.57 119.57( 119.57
62.54 63.23 64.04
88.96 95.98 95.49
10.98 11.21 11.43
37.46 24.75 18.93
39.11 26.52 20.82
-1.65 -1.77 -1.89
12.50 3.00 3.00
-12.17 9.55 19.47
37.80 37.29 41.40
25.30 34.29 38.40
12.17 -9.55| -19.47
6.61 -5.05| -11.66
26.72 9.37 4.00
15.00 3.15 0.00
11.72 6.22 4.00
20.11 14.42 15.66
16.15 11.42 12.51
3.96 2.99 3.15
5.56 -4.50 -7.80
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CHARTING OUR COURSESITIONING THERAIR THE FUTUR

RATIO ANALYSIS

Through revenue generating and expenditure efficiency initiatives in conjunctitn growing our
Reserves, we will ensure compliance with the borrowing ratios set out in the Protocols for Effective
Financial Management by the end of 2017. Our impressive trajectory for reaching and maintaining
compliance and, thus, ensuring fiscal susahility is demonstrated below.

The Medium Term Fiscal Frame indicates thatwill be in full compliance with the liquid assets ratio at
the end of 2017 witha $10 million contribution to the Reserve Fund in 2QX6d an additional $15
million contribution in2017. This will result in greater autonomy for our Government in making
borrowing decisions, and more importantly, offer a significant buffer for our finances, thereby reducing
our fiscal risks in the medium and longerm.

Borrowing Limits ESTD PROJECTIONS
2013 2014 2015 2016 2017 2018 2019

Total Disbursed Outstanding Central Gov. Debt 91.60 93.52 106.47( 106.31( 112.92| 107.87 96.21
Unsecured Debt Stock 31.86 2.66 -0.74 7.32 12.87 8.38 0.57
Total Disbursed Outstanding Central Gov. Debt and Unsecured Debt 123.46 96.19| 105.73| 113.63| 125.79| 116.25 96.78
Total Disbursed Outstanding Debt of Parastatals 16.48 41.08 69.87 89.12| 131.65( 198.99( 214.33
Total Risk-Weighted Disbursed Outstanding Debt of Parastatals 3.30 8.22 13.97 17.82 41.33 77.45 88.17
Capitalized Value of Public Private Partnerships 45.00 45.00 45.00 41.83 38.25 33.29 28.10
Total Public Borrowing 171.76| 149.41| 164.71| 173.29| 205.38| 226.98| 213.04
Reserve Fund Balances/Liquid Assets 37.48 44.48 49.48 59.48 71.98 74.98 77.98
Parastatal sd Interest payments 0.87 0.79 1.89 4.02 4.64 7.61 9.73

Parastatal sdé Principal repayment]|s 2.36 215 2.73 7.48 8.16 8.16 8.59
Parastatal sd6 Risk-Weighted Debt |Se 047 ce0.16 0.38 0.80 1.10 2.71 3.90

Total Debt Service of Central Gov. and Parastatals 16.48 15.77 16.29 22.46 28.32 24.50 26.58
Net Debt 134.28| 104.93| 115.23| 113.81| 133.40| 152.00| 135.06
Net Debt as % of Recurrent Revenue (max 80%) 44.40%| 32.93%| 36.28%| 36.66%| 41.00%| 45.64%| 40.05%
Debt Service as % of Recurrent Revenue (max 10%) 5.45%| 4.95% 5.13% 7.23% 8.71% 7.36% 7.88%
Liguid Assets as % of Recurrent Expenditure (at least 25%) 14.58%| 17.60%| 17.76%| 20.61%| 25.03%| 25.35%| 26.36%
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Net Debt as % of Recurrent Revenue
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