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Foreword

In fulfillment of the requirements under the Constitution and Public Finance Act, I am honored to
present the 2022 National Budget in my capacity as the Minister of Finance.

The 2022 National Budget preparation has been remarkably unique and celebratory of the fact that,
first, the Tuvalu Trust Fund has recently achieved its $200 million market value milestone and,
secondly, it coincides with the pivotal decision by our leaders to ease several Covid restrictions which
would see the resumption of international travel and enable the return of many families and visitors
back to Tuvalu, and at the same time benefiting local businesses from reconnecting with travelers
and tourists after the prolong border closure.

With the lingering presence of Covid-19 around the globe and our region, it unfolds the ‘new
normal’. A new reality that we must embrace and anticipate new challenges. In light of this, we must
first and foremost be fully protected from the relentless virus through active participation in the
vaccination rollout and by ensuring each eligible person does receive the vaccine.

It must point out the rapid and effective responses made by the Government during this tumultuous
period to keep Tuvalu, among few countries in the world, Covid free. The response, coupled with the
cooperation from communities, have been proven successful and fundamental right from the outset,
not only for health protections, but also reassuring to individuals and families that our jobs will
remain and more economic activities would follow. Importantly, during the course of this pandemic,
our debt level has remained subdued without any borrowing incurred, and our financial reserves
remain intact.

Setting our priority actions for the fiscal year, four key guiding policies are considered and upon
which the National Budget is deeply rooted. Te Kete 2021-2030 – our National Strategy for
Sustainable Development – remains the chief guidance in driving policy actions and effectively
progresses our aspiration for a “peaceful, resilient and prosperous Tuvalu''. For implementation, each
responsibility and strategic outputs have broadly institutionalized in the Tuvalu Infrastructure
Strategy and Investment Plan (TISIP), Corporate plans and Cabinet Decisions where their collective
goal seeks to boost economic opportunities and build resilience against natural and exogenous
shocks.

Financing these strategic actions will be key, not just in achieving immediate development priorities,
but rather investing in our long-term sustainability. Balancing both these positions strategically
culminates in a deficit budget approach, estimating a deficit fiscal balance of $8.6 million or 12% of
GDP. New and main policy drivers include: 1) Government’s contribution of $5 million to the Tuvalu
Trust Fund; 2) $2 million for support of the dotTV marketing; 3) $3.4 million for outer island related
developments; 4) $1 million for the planning of the Parliament Building; 5) $1.5 million to support
the domestic air service.

Total revenue is projected a grand total of $93.6 million from conventional revenue sources including
the distribution from the Tuvalu Trust Fund which has recently confirmed a receivable of $12.4
million. This is a timing support for the Government’s overall revenue given the World Bank’s budget
support and the windfall sale of the Taumoana will be absent this financial year. ADB’s budget
support is anticipated to receive the total amount of $5.1 million as part of its 2-year support cycle.

Total expenditure is estimated at a grant total of $102.2 million. By combining the cost of recurring
reforms and new initiatives, the recurrent expenses provided $81.8 million and non-recurrent
expenditure estimated at $17.1 million. Of the non-recurrent expenditure, $8.9 million accounts for
One-Off expenditure and $8.2 million for capital expenditure.

The continued support from our development partners is truly commended. Apart from budget
support, they contributed substantially every year by funding and implementing programs and
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infrastructure projects in partnership with locals. The total funding anticipated to receive through the
Tuvalu Development Fund (TDF) is more than $8.5 million. This does not include the enormous
amount that is managed directly by our development partners through their systems. Of these
assistance, a larger portion will support major reclamation lands, coastal projects and boat harbor
which will benefit tremendously every community.

Finally, I convey my appreciation to all stakeholders for working closely with the Ministry of Finance,
during the constructive budget process, and for ensuring that this outcome reflects all our planned
activities. I extend my appreciation to every staff involved and particularly staff of the Planning,
Budget and Aid Coordination for the effort and tenacity to consolidate, submit and make available
this crucial document.

Ke manuia, Tuvalu mote Atua

Hon. Seve Paeniu

Minister of Finance
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PART 1: FISCAL STRATEGY AND PRIORITIES

1.0 Fiscal Strategy
The 2022 National Budget is a deficit budget in which the total approved expenditure exceeds the

overall estimated revenue. This is the second consecutive budget to provide a total expenditure

above the $100 million mark.

Against the unprecedented backdrop of Covid-19, responsible fiscal management was the main focus

of the Government on planning and budget allocation. Part of the responsible fiscal management the

Government embraces is a fiscal strategy that stresses sound fiscal sustainability and risks reduction

over the long term, without compromising economic activities and essential public services. Facing

the ‘new normal’, the strategy embraces it and backs the appropriate level of planned expenditure in

which the Government can lead the implementation of new initiatives, expand recurring reforms and

deepen the transformation towards a more resilient  economy.

1.0.1 Fiscal Summary
The preparation of the 2022 Budget aligns with the Government’s commitment to sound fiscal
management while delivering efficient public services and supporting economic development both in
Funafuti and Outer Islands.
Table 1.1: Fiscal Summary

Total Revenue is anticipated at $93.6 million from traditional domestic revenue sources and direct
budget support. Relative to the 2021 Revised Budget, revenue collection falls by $14.5 million (13%)
and it is attributed, in part, to the absence of the World Bank budget support of $9.7 million, windfall
sale of the Taumoana vessel realized in 2021 at $10.4 million and several taxation revenues affected
amidst the pandemic, and also the increased income tax thresholds which was effective in July 2021.

Total approved expenditure stands at $102.2 million which is a decrease of $11.8 million (10.3%)
from the 2021 Revised Budget. The decrease in expenditure results from the prudent approach taken
by the Government to align with the estimated level of revenue to ensure the deficit remains within
the set parameters of sustainable level.

1.1 Fiscal Priorities
Four guiding policies have underscored the selection of priority initiatives and reforms to support
public services and infrastructure developments. These are commitments by the Government to
improve efficiency and effectiveness in service delivery and accelerate development while remaining
within our means. Each ministry was required mapping every planned output in their annual
operational plan to the following key guiding policies:

1.1.1 Te Kete 2021-2030
This is the national development plan that envisions a ‘peaceful, resilient and prosperous Tuvalu’. It is
the highest level of planning process upon which every government policy, strategic plans, island
strategic plans and corporate plans must be aligned and aspire to implement. Te Kete set forth six
strategic areas and twenty outcomes to guide the development direction of Tuvalu for the next 10
years
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1.1.2 Tuvalu Infrastructure Strategy and Investment Plan 2020-2025 (TISIP)

TISIP provides a range of priority infrastructure developments the Government seeks to support the
infrastructure gap and importantly address the adaptation need against threats of climate change. It
is simply an adaptation action plan that will guide and align public investment with risk informed
development ensuring resilience is elevated and local communities are well protected from adverse
impacts of climate change. Essentially, TISIP echoes strong commitments by the Government to
pursue reclamation lands and coastal protections as they are proven to be much safer protections for
local communities.

1.1.3 Cabinet Decisions
Transforming the development agenda and strategizing public reforms, the Cabinet has the mandate
to determine and set priority actions through which government operations are implemented.
Throughout the year the Cabinet approves and drives the implementation of various sectoral
activities, programs and projects that benefit the public financially and economically, and most
importantly respond to unanticipated shocks such as the current health pandemic crisis.

1.1.4 Corporate Plans
The implementation of strategic priority areas of Te Kete and policy outcomes are directly mapped to
Corporate Plans of each government ministry. They are more detailed and specific in sequencing of
output activities and determination of output costs on an annual basis.

1.2 New Initiatives
New initiatives earmarked to bring positive changes were identified during the budget process, and
Table 1 provides the list of implementing entities that are leading these initiatives. Several reforms
will carry over with additional funding designated either for expansion or shift to new areas.
Table 1.2: New Initiatives

List of new initiatives and recurring reforms are detailed in PART 5.

1.3 Financial Reserves
Several accounts were established as required under the Public Financial Act and the Survival Fund
Act to which public funds should be paid in line with the purpose for which it was established.

Table 1.3: Financial Reserves
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1.3.1 Consolidated Investment Fund (CIF)
CIF is an investment fund and formed part of the Government’s consolidated fund. The fund requires
under the Financial Instructions to receive distribution from Tuvalu Trust Fund and excess surplus the
Government seeks to invest in the short term. The CIF has a target savings balance set at the
equivalent of 16% of the Tuvalu Trust Fund maintained value. Any excess fund above the target
saving balance can be available for inclusion as part of the budget process if the government
considers it.
This investment is intended to grow, and importantly provided as a saving emergency to ensure
budget stabilization in times of significant revenue and expenditure fluctuation.

1.3.2 Tuvalu Survival Fund (TSF)
TSF is an investment Fund mandated under the Climate Change and Disaster Survival Fund Act 2015
and outline two objectives:

- Provide immediate vital services to the people of Tuvalu in combating the devastating impact
of climate change and natural disasters;

- Allow the Government and the people of Tuvalu to respond to future climate change impacts
and natural disasters in a coordinated, effective and timely manner.

1.3.3 Special Infrastructure Fund
Establishment of any Special Fund is governed by the Public Financial Act in which the Minister of
Finance authorized the spending of money from such a fund for the purpose for which it was
established. This is not part of the Consolidated Fund.
Details of the Special Infrastructure Fund, established under these provisions, are provided in Part 7.

1.3.4 Tuvalu Development Fund
Tuvalu Development Fund was set up under the mandate of the Public Finance Act to facilitate any
remitted funding assistance from development partners of which are not direct budget support.

1.4 Financial Assets
Two intergenerational financial assets Tuvalu established have grown remarkably over the years.
These assets have a clear purpose of contributing to the long-term financial viability of Tuvalu by
providing an additional source of revenue for recurrent expenses of the central government and local
government for the latter asset.

1.4.1 Tuvalu Trust Fund
This is the most important investment Tuvalu made since 1987 with the tremendous support of
development partners. In October 2021, this investment was celebrated as it passed the $200 million
market value.
Distribution from this asset is governed under the ‘Agreement Concerning An International Trust
Fund For Tuvalu’ which is permitted only when its market value exceeds the maintained value. The
maintained value is indexed to the Australian CPI.
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Table 1.4: Financial Assets

1.4.2 Falekaupule Trust Fund
This Trust Fund has been modeled similarly to the Tuvalu Trust Fund with the investment return
earmarking specifically for Outer Islands social economic developments.

1.5 Fiscal Budget Risk
Despite the assessment and finalizing of budget estimates following the thorough evaluation process
of relevant information and economic assumptions provided during the final stage of the budget,
there are several factors that could cause a diversion from these estimates of which they could either
be considered as domestic influences or exogenous shocks.

First, domestic policies are highly vulnerable to exogenous shocks given the strong dependency of
Tuvalu to imports, official development aids and remittance. Even the significant part of fiscal
revenue, which is budget support, is subjected to completion of reforms by the Government. Thus,
the following variables could influence the level of fiscal revenues:

· Exchange rate volatility exposes more than 75% of the Government’s revenue.

· Covid-19 lingering challenges and its unpredictable development

· Financial market movements which determine TTF distribution

Domestically, several sectors, including public enterprises, are still performing below their pre-Covid
level and are considered potential risks to the Government if performance would not recover quickly.
Major sectors include:

· Construction sector which experiences long delay of imports

· Hospitality sector remain underperforming due to border closure

· Labour mobility affected by border closure

· Tourism and hospitality

· Handicraft and small service enterprises

· Public enterprises

These impacts have already been felt domestically where inflation surged during the three quarters
of 2021 (see 3.3).
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PART 2: APPROPRIATION AND COMPARATIVE ESTIMATES

2.0  Appropriation Estimates

2.1 Operational Expenses and Capital Expenditure
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2.2 Comparative Statements by Ministry Expenditure

2.3 Expenditure share to Total Expenditure
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2.4 Comparative Estimates by Ministry Expenditure
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2.5 Comparative Statement by Ministry Revenue

2.6 Revenue share to Total Revenue
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PART 3: ECONOMIC OVERVIEW AND MEDIUM-TERM OUTLOOK

3.0 Economic Overview
The economy has been largely spared from the full brunt of Covid-19 mainly due to swift responses
undertaken by the Government to impose border closure. Few sectors were being disadvantaged
particularly the hospitality sector because their core operation rooted deeply on tourists and
business arrivals. However, the vast benefits of early containment measures have saved many lives
and the limited resources that would have been diverted from domestic activities.

Amid the Covid-19 circumstances, domestic activities have literally been normal with the public
sector continuing with recruitment and some infrastructure projects making decent progress.
Concessional lending, pension fund access and public stimulus packages provided the needed
cushion for the private sector and micro businesses in coping with the pressures.

On the flip side, remittance recorded a dent in 2020 which is consistent with the challenge of border
restrictions that prevent locals from engaging in seasonal job opportunities abroad. Number of locals
working abroad dropped significantly compared to the pre-Covid period. Seasonal workers stuck in
work locations are being offered contract extension, however, several are returning to reunite with
families without replacement. Visitor numbers decreased by 84% in 2020.

3.1 Gross Domestic Product
Even though no Covid case has ever been registered in Tuvalu there have been noticeable impacts in
several sectors including the construction sector as the largest contributor to growth in 2019.
Imports of major construction materials fell sharply by 14% in 2020 (11.5% of GDP) and extend to
2021. IMF, during their article IV mission in April 2021, forecasted growth to rebound in 2021 to 2.5%
as suppliers gradually adjusted and returned to normal operation. But the outbreak in Fiji shortly
thereafter upends the outlook and it is highly likely now that the economy would replicate its 2020
performance of 1% growth or under.

Table 3.1: Real GDP
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Given the new normal that Tuvalu seeks to embrace, the outlook is much brighter for
pandemic-affected sectors and for the private sector when trade and visitors return to their
pre-Covid levels. Border reopening will see increased business arrivals reenergizing the hospitality
sector and the service sector while trade would boost more infrastructure activities and more
employment opportunities created. Development partners funded projects anticipated to gain
momentum with several boat harbors earmarked for three outer islands in 2022.

Government funded projects appear rejuvenated in the last quarter with a bulk of construction
materials and heavy machinery arriving in the country and shipped directly to outer islands. Massive
work is anticipated early in 2022 in preparing domestic runways in most of the outer islands and the
installment of needed infrastructures before the local airline launches its first domestic flight during
the first half of 2022 as planned. Investment in education will continue with additional classroom
buildings in Nanumea and Nukufetau.

3.2Exchange Rate
The Australian dollar has become stronger against the US dollar throughout 2021 with an average
exchange rate of 1 AUD = 0.74 USD. Previous years the average exchange rate was recorded at 0.71
USD and 0.74 USD in 2019 and 2020 respectively. This has had marginal impacts on a number of our
revenue sources such as fisheries revenues, dot.TV agreement, and development partner assistance
from the Republic of China (Taiwan) and budget support as they quote in USD currency. To manage
the fiscal risk of fluctuations in the exchange rate on revenues in future years, a conservative
approach has been adopted for revenue projection purposes in the MTFF for 2022 and the two
forward years 2023 and 2024.

3.3Inflation
Inflation is determined using the Consumer Price Index (CPI) which measures the percentage change
in the price of a basket of goods and services consumed by households. The CPI is reported on a
quarterly basis by the Central Statistics Division and only available as headline inflation.

The inflation rate primarily refers to the annual inflation rate which describes an increase in the CPI
of the reference quarter compared with the corresponding quarter of the preceding year. Table 3.3
shows movement of the annual inflation rate and the quarter over quarter (QoQ) inflation rate.

Table 3.3: Inflation rate
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Prices have drastically picked up in the first quarter and overlapped to the second quarter of 2021
before subsided in the third quarter. The price surging to 7.5% in the third quarter is largely explained
by two underlying factors - the Covid impacts and the introduction of the Sin-good tax policy in
January 2021.

The impact of Covid has been clearly felt around the region with workers given reduced working
hours, slow production, delay of shipping and eventually causing prices to rise. Inevitably, this price
hike is easily transmitted to import-dependent countries like Tuvalu. Sin-good tax policy, which was
endorsed by the Parliament in December and effective in January 2021, has been designed to
discourage unhealthy consumption and import of high sugary and fatty content goods, while at the
same time trying to promote consumption of healthy imports. Hence, import levy and Tuvalu
Consumption Tax (TCT) went up in a range between 5% to 140% for a selective number of ‘sin-goods’,
and completely abolished for healthy import goods such as fruits and vegetables.

Table 3.4 provides a snapshot of an annual percentage change (2020_Q2 to 2021_Q2) in CPI
components that uncover the main drivers of inflation. Alcohol and tobacco group was the largest
increase of 37% and this is foreseeable as it was one of the main targets of the sin-good tax. Other
CPI components have rationally fared in line with impacts of Covid.

Table 3.4: Annual Percentage Change.
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PART 4: FISCAL UPDATE AND MEDIUM-TERM OUTLOOK

4.0 Medium Term Fiscal Framework 2021 – 2024
The Medium Term Fiscal Framework (MTFF) is a multi-year tool that serves as the basis for the
preparation of the estimates of revenue and expenditure for the annual budget and two forward
years. The MTFF is a critical tool used in budgeting to provide guidance in assessing resource
allocations for future policy changes and new programmes. In projecting estimates for two forward
years, current estimates are indexed through the use of macroeconomic parameters and trend
analysis.
Table 4.1 Medium Term Fiscal Framework
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4.0.1 Modified Classification
The modified classification presented in the Medium Term Fiscal framework (MTFF) aims to
underline the volatile nature of several revenue activities such as fishing licenses, Tuvalu Trust Fund
distribution and Asset sales which regularly and significantly impact the level of planned spending by
government ministries when not forthcoming. As a result, the modified classification is adopted to
give more visibility to these revenue activities through classifying any increases above the historic
average trend as non-recurrent revenue. Regular revenue and non-discretionary expenses are
categorized as Recurrent while capital expenditure forms part of non-Recurrent.
Through the modified classification, it enables the mapping of expenditure to the nature of revenue
collected. Recurrent expense will finance by recurrent revenue while non-recurrent expenditure will
finance by non-recurrent revenue. The domestic balance will meet financially by budget support and
CIF savings.

4.0.2 New Chart of Account
Implementation of the new Chart of Account in 2021 has enabled the mapping of the Tuvalu
modified classification to the GFS and COFOG standard reporting although they are yet to be part of
the annual budget presentation.

4.1 Revenue by Sub Categories
4.1.1 Taxation
Taxation revenue is expected to collect $9.9 million, an increase of $1.1 million (12%) from 2021
Revised Budget. The major driver resulted from an increase in estimates of import duty by $922,000
and consumption tax by $380,000. This accounts for expected increase of imports into the country
and strengthening the level of compliance on major remitters that contribute to company tax.
Table 4.2 Taxation

4.1.2 Interest, Dividends and Rent
Interest, dividends and rent revenue is projected to collect $6.8 million, an increase of $6.1 million
(870%) from 2021 Revised Budget. The major growth is due to strong investment returns in the TTF,
which has seen the market value increase sufficiently to trigger an automatic distribution of $12.4
million. However, for budget purposes an amount of $5.0 million is accounted for under domestic
recurrent revenue stemming from average distribution received in the last 5 years. The remaining
balance of $7.4 million has been allocated under non-domestic recurrent revenue.
Other major items contributing to this increase includes the inclusion of CIF interest estimate of
$510,000 and an increase on NBT dividend of $600,000.
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Table 4.3 Interest, Dividends and Rent

4.1.3 Fishing Licenses
Recurrent fishing licenses are anticipated to reach $30.5 million, a decrease of $2.5 million (8%) from
2021 Revised Budget. This reduction reflects the fluctuation in exchange rates where the Australian
dollar has become stronger against the US dollar with a conservative exchange rate set for the 2022
Budget of $1 AUD = 0.78 USD compared to the exchange rate of $1 AUD = 0.67 USD that was used in
the preparation of the 2021 Budget.
Table 4.4 Fishing Licenses

4.1.4 Commercial Contracts
Commercial contracts are expected to increase to $9.1 million, an increase of $811,000 (10%) from
2021 Revised Budget. The major increase is a direct result of the dotTV new contract arrangement.
Table 4.5: Commercial Contracts

4.1.5 Other Income
Other income is projected to collect $3.7 million, an increase of $441,340 (13%) from 2021 Revised
Budget. This reflects revenue generated by the government through its services rendered to the
public.
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Table 4.6 Other Income

4.1.6 Fishing Licenses (Non-Recurrent Revenue)
Non-recurrent fishing licenses are estimated at $7.2 million, a decrease of $1.8 million (20%) from
2021 Revised Budget. The main driver determines this reduction is due to fluctuations in the
exchange rate.
Table 4.8 Fishing Licenses (Non-Recurrent)

4.1.7 TTF Distribution (Non-Recurrent Revenue)
The fund is anticipated to trigger an automatic distribution of $12.4 million where the TTF market
value has exceeded the maintained value. An amount of $7.4 million is recorded under non-recurrent
revenue.
Table 4.9 Interest Revenue (Non-Recurrent)
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4.1.8 General Budget Support

General budget support from development partners is estimated at $19.0 million, a decrease of
$15.5 million (45%) from 2021 Revised Budget. This major drop resulted from no budgetary support
from World Bank, decline of European Union sectoral support and exchange rate used for conversion
on grants that receive on foreign currency.

Through the policy reform matrix, the general budget support provides a target for policy delivery.
This financial assistance has been accompanied by a focus on the importance of strengthening public
financial management systems and the achievement of key social inclusive targets to create
capacities for sustainable development.

Table 4.10 Budget Support

4.2 Expenditure by Sub Categories
4.2.1 Staffing
Total expenditure on personnel emoluments is budgeted at $30.1 million, an increase of $1.5 million
(5%) from 2021 Revised Budget.
The total establishment for 2022 has been approved at 1,293 permanent staff with an increase of 64
staff above the 2021 levels. In accordance with the requirements of the Public Finance Act, a
breakdown of Ministry establishments, by level and position title is included at Schedule 5.

Table 4.11 Staffing

4.2.2 Travel and Communication
Expenditure on travel and communications is budgeted at $3.0 million, a decrease of $436,325 (13%)
from 2021 Revised Budget. This drop resulted from high level meetings and forums are mostly
represented on virtual arrangement due to continuation of COVID-19 border closure.
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Table 4.12 Travel and Communication

4.2.3 Maintenance
Maintenance expenditure is budgeted at $2.5 million, a slight increase of $64,937 (3%) from 2021
Revised Budget.

Table 4.13 Maintenance

4.2.4 Fuel and Oil
Fuel and Oil expenditure is budgeted at $2.2 million, an increase of $396,314 (22%) from 2021
Revised Budget. The major items driving this increase includes additional funding provided on fuel
for the operation of  government vessels.

Table 4.14 Fuel and Oil

4.2.5 Grant, Subsidy and Donations
The budget provided for grants, subsidies and donations is anticipated at $13.5 million, an increase
of $2.7 million (25%) from 2021 Revised Budget. This increase resulted from inclusion of dotTV
marketing support of $2.0 million where this cost will be absorbed by the government based on the
new contract arrangement.
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Table 4.15 Grant, Subsidy and Donations

4.2.6 Tuvalu Medical Treatment Scheme
The budget provided for medical treatment schemes (overseas and domestic referrals) is anticipated
at $4.5 million, a decrease of $1.8 million (29%) from 2021 Revised Budget. This decrease indicates
the ability to exercise policy restraint in order for this program to be capped within the threshold
target ratio.
Table 4.16 Tuvalu Medical Treatment Scheme

4.2.7 Scholarship
Scholarship program is budgeted at $6.6 million, an increase of $316,312 (5%) from the 2021 Revised
Budget. The scholarship funding includes $3.0 million provided for in-service scholarship and SELF
program, $3.5 million for pre-service scholarship and $100,000 allocated for Motufoua Secondary
School - Pacific Technical and Further Education (PacTAFE) program.
Table 4.17 Scholarship
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4.2.8 Training
The budget provided for the training program is anticipated at $520,250, an increase of $185,281
(55%) from 2021 Revised Budget. This reflects costs that are associated with capacity building and
short term training.
Table 4.18 Training

4.2.9 Good and Services
The budget allocated for goods and services is estimated at $17.7 million, an increase of $1.9 million
(12%) from the 2021 Revised Budget. The major program that drives this increase includes:

● Funding of $900,000 provided to support outsourcing services on security and cleaning;
● Additional funding of $776,700 to accommodate land lease for islands airfield;
● Funding of $500,000 allocated to assist with costs in relation to Covid-19 response and;
● Additional funding of $409,500 provided for the Senior Scheme stemming from a new

initiative of reducing the eligible qualifying age under the elderly scheme from 70 to 60 years
of age.

Table 4.19 Good and Services
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4.2.10 Loan & Interest Payment
The budget provides for loan and interest repayments capped at $995,900, a decrease of $50,200
(5%) from 2021 Revised Budget.

Table 4.20 Loan & Interest Payment

4.2.11 Capital Expenditure

Total capital expenditure is budgeted at $8.2 million, a decrease of $16.2 million (66%) from 2021
Revised Budget. This significant reduction is reflective of the government's approach to ensure a
sustainable budget.

In addition, capital estimates consider the capacity in-country to complete projects including social
and economic benefit, likewise taking into account impacts of COVID-19 on the implementation of
infrastructure projects due to border restrictions and shipping delays. The list of 2022 capital
projects funded by the Government is provided on Schedule 1.

Table 4.21 Capital Expenditure

4.2.12 One-Off Expenditure
Total expenditure provided for one-off expenses is estimated at $8.9 million, a decrease of $1.1
million (11%) from 2021 Revised Budget. The list of 2022 one-off expenditure is provided on
Schedule 2.

27



Table 4.22 One-off Expenditure

4.2.13 Statutory Expenditure

Statutory expenditures are spending charged on the Consolidated Fund by any written law other
than the Appropriation Act.  For 2022, statutory expenditures are described under the:

● Prescription of Salaries (Amendment) (No.2) Act 2020

The expenditure is estimated at $3.4 million, an increase of $685,411 (26%) from 2021 Revised
Budget.
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Table 4.23: Statutory Expenditure
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PART 5: EXPENDITURE BY BUDGET HEAD

5.0 Head A: Office of the Governor General

Accounting Officer: Personal Assistant to His Excellency, the Governor General

The Office of the Governor General is mandated to effectively support national affairs leading by the

Head of State in line with the office’s constitutional functions to perform on behalf of the Sovereign

both in domestic and abroad.

The Office of the Governor General is allocated a total of $312,650 for its expenditure under the

2022 Budget.

One-Off Initiative

● The newly appointed Governor General (GG) will pay a visit to all islands and will require a

one-off provision of $37,450 to facilitate the tour.

Table 5.0: Ministry Expense by Category

5.1 Head B: Office of the Prime Minister

Accounting Officer: Secretary to the Office of the Prime Minister

The Office of the Prime Minister is responsible for the facilitation of national leadership through

sound policy support and administrative services to the Prime Minister and the Cabinet of Tuvalu.

Encouraging better political process and public administration through cost-effective management is

mandatory, with further strengthening oversight of public administration and reform public services

on par with available resources; and increase transparency and accountability.

The Office of the Prime Minister is allocated a total of $7.5 million for its expenditure under the 2022

Budget.
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New Initiatives

● $1 million allocated for outsourcing security and cleaning services.

Recurring Reform

● $90,000 allocated for the ongoing review of the Lands Act.

Table 5.1: Ministry Expense by Category

5.2 Head C: Office of the Legal Services

Accounting Officer: Attorney General

Legal Services are responsible for providing professional and impartial legal advice to Parliament,

Cabinet and ministers, and the community. The Ministry facilitates the operations of other legal

entities to ensure that Tuvalu operates under the principles of Good Governance.

The Office of Legal Services is allocated a total of $1.5 million for its expenditure under the 2022

Budget.

New Initiatives

● $200,000 provided for the national identification cards initiative. The initiative explores

efficient, secure and reliable national ID system to implement an effective service delivery

and furtherance of e-governance reforms;

● $100,000 provided to finance a database inclusive of updated and consolidated laws that

would be available online;

● $50,000 allocated for expansion of office space and law library in the Office of the People’s

Lawyer;

● $37,113 allocated to finance two new positions under the Office of the People’s Lawyer.
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Table 5.2: Ministry Expense by Category

5.3 Head D: Office of the Parliament

Accounting Officer: Clerk to Parliament

The Parliament Office is responsible for providing support to the Parliament of Tuvalu which is the

legislative body through effective, efficient and timely services of the highest possible standard.

The Parliament Office is allocated a total of $3.0 million in expenditure for the 2022 Budget

New Initiative

● $1 million allocated for the new parliament building.

Recurring Reform

● $190,000 allocated to finance media costs incurred from telecasting of parliament sessions,

an increase of $70,000 from 2021.

Table 5.3: Ministry Expense by Category
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5.4 Head E: Office of the Auditor General

Accounting Officer: Auditor General

The Auditor General Office is mandated to help Parliament hold the Government to account for the

way it spends public funds, by auditing the finances of public bodies and scrutinising public spending

to assess facts and value for the taxpayer. In addition it is also responsible for the audits of Public

Enterprises and Falekaupule within Tuvalu.

The Office of the Auditor General is allocated a total of $439,110 in expenditure for the 2022 Budget.

Table 5.4: Ministry Expense by Category

5.5 Head F: Ministry of Finance

Accounting Officer: Secretary of Finance

The Ministry of Finance produces sound financial, economic and climate change policies, administers

prudent fiscal management and delivers quality services to achieve a vibrant and resilient economy

for Tuvalu. In addition to managing all financial affairs of the Government, It is one of the two

Ministries co-leading the establishment of the Domestic Air services initiative under the

Government’s Four Year Roadmap.

Ministry of Finance will receive a total of $15.9 million for its expenditure in  2022

New Initiative

● $5,000,000 re-invest to the Tuvalu Trust Fund.

● $50,000 allocated for the Nui whole island approach.

● $500,000 allocated for the establishment of an insurance service.

● $100,000 provided to meet costs in relation to the upgrading of the banking system.

Recurring Reform

● $1.5 million allocated for the Domestic Air Service.

● $142,000 allocated for the FMIS annual subscription.

● $100,000 allocated to settle the outstanding overseas contribution to the Universal Postal

Union (UPU).

● $80,000 allocated to meet expenses of the National Census program.
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Table 5.5: Ministry Expense by Category

5.6 Head G: Ministry of Public Works, Infrastructure, Environment, Labour, Disaster and

Meteorology

Accounting Officer: Secretary of Public Works, Infrastructure, Environment, Labour, Disaster and

Meteorology

The Ministry of Public Works, Infrastructure, Environment, Labour, Disaster and Meteorology is

responsible to provide accommodation, property management services, provision of public

infrastructure; protect the fragile environment, manage and conserve scarce resources; pursue the

attainment of decent work standards through the promotion of employment opportunities under

labour schemes; provide quality weather and climate observation and forecast; and develop,

promote and implement measures to prevent the impact of disasters in the country.

The Ministry will receive a total of $6.9 million in 2022.

New Initiative

● $600,000 allocated for the construction of the minister residence and the underground

water cistern.

Table 5.6: Ministry Expense by Category
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5.7 Head H: Ministry of Health, Social Welfare and Gender Affairs

Accounting Officer: Secretary of Social Welfare and Gender Affairs

The Ministry of Health, Social Welfare and Gender Affairs is responsible for the provision of health

and social services for the people of Tuvalu. Through six program areas, the Ministry provides cost

effective and high quality management of health and social services; is responsible for providing

quality curative medical services; enhances the delivery of health services especially primary and

preventative health care; promotes empowerment of women and the social wellbeing of all

individuals.

The Ministry of Health, Social Welfare and Gender Affairs is allocated a total of $13.1 million in

expenditure for the 2022 Budget.

New Initiative

● $50,000 will provided to cater for the Pacific Health Ministerial meeting as Tuvalu will be the

host of this meeting.

Table 5.7: Ministry Expense by Category
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5.8 Head I: Ministry of Fisheries and Trade

Accounting Officer: Secretary of Fisheries and Trade

The Ministry of Fisheries and Trade is responsible to maximise social and economic returns to the

citizens of Tuvalu through the sustainable management and wise utilisation of living marine

resources and build productive capacities in promoting domestic and international trade.

The Ministry will receive a total appropriation of $2.4 million in 2022.

Recurring Reform

● $150,000 will be allocated for NAFICOT grant;

● $100,000 provided for upgrading fisheries slipway for Manaui vessels.

Table 5.8: Ministry Expense by Category

5.9 Head J: Ministry of Local Government and Agriculture

Accounting Officer: Secretary of Local Government and Agriculture

The Ministry of Local Government and Agriculture is mandated to strengthen local government,

promote traditional values and culture, manage waste and maximize agricultural productivity. In this

ever changing environment and in the midst of the covid-19 pandemic, the Ministry has to position

itself in such a way so as to continue carrying out its mandate and key functions.

The Ministry of Local Government and Agriculture will receive a total appropriation of $15.9 million

in 2022.

New Initiative

● $1.8 million will be provided for ½ acres  for agricultural development on all islands;

● $470,200 allocated to cater waste support staff.

Recurring Reform

● $1.6 million will be provided for Outer-Islands project;

Table 5.9: Ministry Expense by Category
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5.10 Head K: Tuvalu Police Service

Accounting Officer: Commissioner of Police

The Tuvalu Police Service is mandated to ensure the protection of the community and sovereignty of

Tuvalu. The police service also upholds duties in accordance with the Police Powers and Duties Act

(2009) and the Police Powers and Duties Regulations (2012).

The Police and Prison Services is allocated a total of $3.0 million for its expenditure under the 2022

Budget.

New Initiative

● $144,040 allocated to cater twelve new positions under the police office.

Recurring Reform

● $340,000 allocated to finance police uniforms.

Table 5.10: Ministry Expense by Category
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5.11 Head L: Ministry of Transport, Energy and Tourism

Accounting Officer: Secretary of Transport, Energy and Tourism

The Ministry is responsible for promoting the eco-friendly development of the tourism and energy

sector and also providing efficient, affordable and sustainable services to all citizens of Tuvalu and

ensuring the safety in maritime and aviation within the country through compliance with agreed

international standards.

The Ministry will receive an appropriation of $8.3 million in 2022.

Recurring Reform

● $635,000 allocated for the purchasing of new warehouse forklift for the port;

● $400,000 provided  for MV Nivaga III slipping.

Table 5.11: Ministry Expense by Category

5.12 Head M: Ministry of Education, Youth and Sports

Accounting Officer: Secretary of Education, Youth and Sports

The Ministry of Education is responsible for providing education services for the people of Tuvalu.

Through nine program areas, the Ministry provides strategic policy direction to the education sector

and ensures implementation and prioritization of the results based management.

The Ministry of Education, Youth and Sports is allocated a total of $13.1 million for its expenditure

under the 2022 Budget.

New Initiative

● $90,000 allocated for the construction of the Motufoua Secondary School dry piggery.

Recurring Reform

● $40,000 provided for the purchase of science equipment and supplies for primary school

laboratories.
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Table 5.13: Ministry Expense by Category

5.13 Head N: Judiciary

Accounting Officer: Senior Magistrate

The Judiciary ensures confidence in the Tuvalu justice system through effective dispensation of

justice. The office will receive an appropriation of $735,720 in 2022.

Recurring Reform

● $50,000 provided to support capacity development/training for the judicial reform;

● $40,000 provided for Outer-Islands court house and storage upgrade.

Table 5.13: Ministry Expense by Category
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5.14 Head O: Ministry of Justice, Communication and Foreign Affairs

Accounting Officer: Secretary of Justice, Communication and Foreign Affairs

The Ministry of Justice, Communication and Foreign Affairs is responsible in enhancing national

security by enforcing laws and policies and solidifying border integrity; ensure the availability of

accessible, efficient, reliable, affordable and secure ICT services; create an inclusive digital platform

and strengthen diplomatic relations to effectively promote Tuvaluan values and protect Tuvalu’s

sovereignty.

The Ministry will receive a total appropriation of $10.0 million in 2022.

New Initiative

● $2,000,400 provided for the DoT TV Marketing Support;

● $595,980 allocated for the repatriation of diplomat (missions);

● $500,000 provided to meet cost in relation to digital ledger;

● $250,000 allocated for passport management system.

Recurring Reform

● $200,000 allocated for the continuation of consultation in relation to the Constitutional

Review;

● $100,000 will be provided to meet costs for the CBI program.

Table 5.14: Ministry Expense by Category

40



PART 6: EXPENDITURE BY DEPARTMENT

6.0 Head A: Office of the Governor General
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6.1 Head B: Office of the Prime Minister
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6.2 Head C: Legal Services
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6.3 Head D: Office of the Parliament
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6.4 Head E: Office of the Auditor General
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6.5 Head F: Ministry of Finance
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6.6 Head G: Ministry of Public Works, IELM&D
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6.7 Head H: Ministry of Health and Social Welfare
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6.8 Head I: Ministry of Fisheries and Trade
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6.9 Head J: Ministry of Local Government and Agriculture
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6.10 Head K: Tuvalu Police Service
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6.11 Head L: Ministry of Transport, Energy  and Tourism
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6.12 Head M: Ministry of Education, Youth and Sports

55



56



6.13 Head N: Judiciary
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6.14 Head O: Ministry of Justice, Communication and Foreign Affairs
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PART 7: CARRY-FORWARD ESTIMATES

In compliance with the Public Finance Act the Infrastructure Special Fund Regulation was established
with the sole purpose of consolidating funds appropriated by the Parliament for infrastructure
expenditure. The regulation permitted the carry forward of the accumulated balance for
each infrastructure project. Under the Infrastructure Special Fund Policy, the duration of each project
implementation is limited to no more than 3 years.

As provided in the table, more than $25 million available for infrastructure spending.

Table 8-1: Carry Forward Estimates
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PART 8: PUBLIC DEBT & PUBLIC GUARANTEED DEBT

8.0 Central Government Debt

8.0.1 Creditor, interest rate and maturity composition

External borrowing and grants from multilateral institutions has been the main sources of financing

for the Tuvalu Government in the last decade. At the end of December 2020, total external disbursed

outstanding debt stood at AUD 6.86 million compared with AUD 8.22 million in the previous year

(Table 1). The Government does not yet hold any domestic debt.

The Asian Development Bank (ADB) is the largest creditor accounting for AUD 3.99 million or 58

percent of total public external debt at end-December 2020. The other creditor is the International

Cooperation Development Fund (ICDF) of Taiwan with debt amounting to AUD 2.87 million.

Most of the stock of debt at end-2020 had been contracted at fixed interest rates (i.e., 58 percent),

and reflects only medium- and long-term debt. There is no short-term debt. Nearly 58 percent of the

debt is contracted on concessional terms (i.e., corresponding to the ADB loans).

8.0.2 Currency Composition

In terms of the external debt portfolio’s currency

composition, the US Dollar is the dominant currency at

66 percent followed by the EURO at 18 percent (Figure

1).

8.0.3 Maturity Structure

Figure 2 below shows the total external debt maturity

profile of the Government of Tuvalu, including the ICDF

loan from ROC Taiwan that was contracted in 2019.
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Principal payments amounting to about AUD 616,000 were made in 2020 slightly

below AUD 627,000 and AUD 625,000 expected for

2021 and 2022, respectively.

The share of debt maturing in the next twelve months

in 2021 and 2022 is 12 percent and 14 percent,

respectively.

With the exception of the ICDF loan that carries a

10-year repayment, the ADB portfolio is currently

anticipated to mature by 2037.

8.0.4 Debt Service Schedule

The external debt service decreased from about AUD

750,000 in 2020 to an expected AUD 720,000 and AUD

705,000 expected for 2021 and 2022, respectively (Table 2 and Figure 3). Interest payments account

for about 14 percent of debt service during 2020-22. Between 2020 and 2022, the average external

debt service for the ICDF loan is approximately 41 percent while the rest (59 percent) is for ADB. The

average implicit interest rate for external debt in 2020 and 2021 was 2.1 percent reflecting the overall

concession of the debt portfolio. Interest and principal repayments comprise a small portion of the

total budget expenditure (i.e., less than 1 percent in 2021).

1/
The projected debt service for 2022 is based on the

stock of debt at the end-August 2021. I, P and T stand

for interest, principal and total debt service,

respectively.

For the next 10 years, the Government will be

paying approximately AUD 433,272 on average per

year for servicing the debt.

The exact amount of external debt servicing,

however, is subject to exchange rate risk due to

currency fluctuations. Tuvalu fully pegs its currency
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to the Australian dollar, while the external debt is denominated in other currencies

8.0.5 Disbursements

No disbursement has taken place in 2021, as all the loan balances were previously fully disbursed.

Thus, net flows (disbursements less principal repayments) amounted to a negative AUD 616,000 in

2020 and are projected at a negative AUD 627,000 for 2021.

8.0.6 Newly signed loans

There has been no new loan signed in 2020 and 2021. The latest loan signed was with Taiwan and

encloses a maturity of 10 years, no grace period with interest at the rate equal to LIBOR USD-6 month

plus eight tenths of one percent (0.8%) per annum.

8.1 Contingent liabilities and on-lending activities

There are two types of contingent liabilities; explicit (such as, guaranteed debt) and implicit liabilities.

On- lending is not a contingent liability but rather a contingent asset. However, fiscal risks

surrounding on-lent loans are similar to those of loan guarantees.

8.1.1 Explicit guarantees

These are contractual guarantees that the Government has authorised and committed to cover in

the event the guaranteed entity defaults. At the end of 2018, all guaranteed debts have been paid off

with the final payment being made on a European Investment Bank (EIB) Loan that was contracted

by the state-owned Development Bank of Tuvalu (DBT) in 2003 (Table 4). No additional loan

guarantee  has been granted since then.

8.1.2 On-lending

On-lending are loans contracted by the central government which lend them to a third party in

charge of a project implementation. This is mainly done for State-Owned Enterprises (SOEs). At

end-August 2021, there is no stock of on-lent funds.

8.1.3 Implicit Guarantee

These are loans undertaken directly by public entities without a government guarantee. The central

Government has no contractual obligation to assume the impact of possible defaults. If the impact

would affect public interest, the central Government may consider providing support to the entity as

these are 100 percent owned by the Government.
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Direct domestic debt contracted by SOEs amounted to AUD 2.3 million at the end of 2020, which is a

35.9 percent increase from AUD 1.687 million at end-2019 (Table 4). The increase is attributable to

the TEC loan, and was for paying for fuel and operational costs due to the central Government. All

SOEs’ debt was incurred from the state-owned National Bank of Tuvalu (NBT). Thus, the debts

correspond also to financial assets of NBT. There is no external non-guaranteed debt.

The central government will be in a position to better manage these debts with the recent creation

of the Fiscal Risks Framework, which helps  assess potential exposures and related- risks.

8.1.4 Total for contingent liabilities and on-lending

Amounted to AUD 2.3 million at end-December 2020, and reflected only unguaranteed debt

contracted by SOEs to NBT at the present moment (Table 5).

8.2 Total Public Debt

At the end of 2020, overall public debt totaled AUD 6.86 million or 9.4 percent of GDP down from

10.4 percent in 2019. The decline in public debt reflects both negative debt flows and an increase in

GDP. For public-sector debt consolidation, the public statutory debt is excluded, as it is a financial

asset of the public bank NBT.

Total debt reflects the debt of the general government. There is no debt contracted by local

government or by other public agencies
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8.3 Prudent Fiscal Management with no Non-Concessional Borrowing in the Medium Term

Maintaining growth at sustainable levels is the ultimate target of the Tuvalu Government. To fuel

growth, the Government will stringently monitor recurrent expenditure and ensure that funding is

channelled to sectors that will stimulate business activity and incentivise individuals and SMEs to

participate in economic building. Key principles that will guide fiscal and debt management over the

medium term include:

I. Ensuring prudent management of fiscal budget to minimise borrowing in the medium term;

II. Recognizing domestic revenue and Development Partners support as major sources of funding

for Government budget deficits to avoid creation of unsustainable debt;

III. Ensuring external financing is confined to capital projects for optimum returns;

IV. Minimising risks associated with on-lending and contingent liabilities; and

V. Developing the domestic bond market to focus more on liquidity, transparency, secondary

market trading, settlement mechanism and investor diversification.

To mitigate risks associated with rise in debt level, the following stance will be adopted by Government:

● No non-concessional or commercial borrowing in the medium term;

● Creation of Fiscal Risks Framework for effective management of State-owned Entities and

budget sector agencies. Cost-effective risk mitigation begins with sound macroeconomic

policies and public financial management practices. It also consists of practices that require

justification for taking on fiscal risks, and that make it necessary for SOEs to pay guarantee fees

or to share in the risk. This can support formulation of suitable procedures required in the

budget and contingent liability approval process: contingent obligation proposals may need to

be considered alongside competing instruments, and ceilings on total issuance of guarantees

may need to be subjected to parliamentary approval during the budget process;

● Improved cash management and forecasting of domestic revenue and development partner

support to ensure expenditure and commitment controls are kept within budget limits; and

● Strengthened treasury and budget operations, especially tightening up the process of issuing

warrants and timely submission of acquittals report.
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PART 9: FISCAL INDICATORS

Fiscal Indicators Target 2020 2021(e) 2022(P) 2023(P) 2024(P)

Tax Revenue to GDP 20% 17% 13% 14% 15% 16%

Domestic Revenue to
GDP

- 110% 85% 105% 97% 99%

Recurrent Expenditure to
GDP

60% 90% 83% 115% 122% 121%

Wages and Salaries to
Domestic Revenue

40% 34% 34% 40% 40% 40%

TMTS to Domestic
Revenue

6% 9% 8% 6% 6% 6%

Scholarship to Domestic
Revenue

5% 8% 8% 9% 9% 8%

Surplus/(Deficit) to GDP +/-10% 10% 7% -12% 1.6% -3%

Capital Spending to GDP 30% 48% 32% 24% 0% 0%

Fishing License to GDP 50% 66% 52% 53% 54% 55%
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PART 10: SCHEDULES

Schedule 1: List of Capital Expenditure
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Schedule 2: List of One-Off Expenditure

69



Schedule 3: Salary Structure (Civil Servants and Casual Workers)
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3.1 Salary Casual Rates
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Schedule 4: Civil Servants Establishment Register
Establishment Register 2022
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