Government of Bahrain

Fiscal Balance Program




Financial Support Agreement



Financial Support Agreement

The Financial Support Agreement was signed between The Kingdom of Bahrain and the
Kingdom of Saudi Arabia, the United Arab Emirates, and the State of Kuwait

z:

Kingdom of Saudi Arabia United Arab Emirates Kuwait

Total Value of the funding program included in the agreement

1 O billion USD
2022-2018
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Fiscal Situation



Economic Diversification and Government Revenue

Bahrain’s long-standing commitment to economic diversification has delivered tangible results across
key sectors. However non-oil government revenues have not kept pace with economic growth.
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Growth of non-oil GDP in relation to non-oil revenues
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Annual Budget Deficits
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Increase in Public Debt

87%

Successive budget deficits in
recent years have resulted in public

debt reaching 87 % of GDP in the
first half of 2018

13%
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Public debt as a percentage of GDP
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Restructuring government expenditures and revenues
2015 - 2017
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Redirecting government
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Fiscal Balance Program



Overall Objective of the Fiscal Balance Program

A balanced budget by 2022
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Targeted Outcomes

Further develop the provision of
sustainable government services in
education, health and social services

Enhance the efficiency and fairness of
direct government support to citizens

Continue the provision of subsidized
electricity & water services to
citizens in their primary residences

Continue funding development and
infrastructure projects

The Fiscal Balance Program
aims to strengthen the

Create quality job opportunities Kingdom’s fiscal and economic Streamline and improve the
for citizens and ample support to foundations to ensure the provision of government
do business sustainability of resources for services to citizens and investors

future generations

Improve Bahrain’s credit rating thereby
reducing the cost of financing for citizens
and investors

Establish rules for the sustainable use
of resources



Targeted Outcomes

Building a solid foundation to guarantee sustainable
economic growth and to utilize national resources in a way
that benefits citizens and future generations




Fiscal Balance Program Initiatives
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Fiscal Balance Program Initiatives

First initiative l
Reducing government operational expenditure
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Fiscal Balance Program Initiatives

Second Initiative
Introducing a voluntary retirement scheme for government employees

A voluntary retirement scheme will be offered to civil
servants, providing them with the opportunity to
ey contribute to the Kingdom’s economic growth through

YONOT) - SR -
entrepreneurship or participation in the private sector.



Fiscal Balance Program Initiatives

Third Initiative =~ 6 EWA

aall die

Balancing the Electricity and Water Authority’s expenditures and revenues by 2022 #

Electricity and water tariffs will be gradually adjusted while preserving benefits for Bahrainis in

their primary residences

Government 2014 2018 2022
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Fiscal Balance Program Initiatives

Fourth initiative
Streamlining the distribution of cash subsidies to citizens in need

U@ The consolidation and redirection of cash subsidies
M towards eligible citizens is an important part of

@D ensuring fairness and improving quality of life



Fiscal Balance Program Initiatives

Fifth initiative

Improving the efficiency of government expenditure

Addressing cases highlighted in
the annual report of the National
Audit Office

Implementing a strategic plan to
Improve the Tender Board’s
services

Establishing a centralized

efficiency unit at the Ministry of
Finance

Establishing an internal audit unit
at the Ministry of Finance

Establishing a central
procurement unit

Establishing a Debt
Management Office



Fiscal Balance Program Initiatives

Sixth initiative
Simplifying government processes and increasing non-oil revenues

Align non-oil revenues with positive economic growth

Streamlining and simplifying government processes

/ Reviewing government services and fees

Introducing Value-Added Tax in line with GCC
Agreement




Key Performance Indicators



Deficit as a percentage of GDP
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Debt as a percentage of GDP
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For more information on the Fiscal Balance Program, please visit the
Ministry of Finance website using the link below

www.mof.gov.bh



http://www.mof.gov.bh/

