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About the Report 

The Budget Office of the Parliament of Georgia is an independent fiscal institution, with the mandate 
to provide independent and impartial analysis, research and assessment of government’s fiscal 
policies, plans and performance. Contributing to the parliamentary oversight over the budget 
processes and thus promoting financially sustainable and economically sound fiscal policies. The 
above mentioned mandate, along with the growing international interest towards the independent 
fiscal institutions, particularly since the financial crisis of 2008-2009, clearly points to the unique role 
of the Parliamentary Budget Office (PBO) in fiscal architecture, thus creating special responsibilities 
towards the quality of its work. 

Opinion of Parliamentary Budget Office on Draft Law of Georgia “On the State Budget of Georgia for 
2015” aims: 

- Provide independent analysis on the state budget aggregates; review dynamics of the state 
budget revenues  

- Analysis of Government’s fiscal plans and performance with ultimate focus on the 
medium/long-term sustainability of public finances and key fiscal risks; to assess/provide 
macroeconomic forecasts used for budgetary projections/ provide independent fiscal 
projections  
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Executive Summary  
Draft law on the state budget for 2015 conforms to the medium term tasks defined by government 
fiscal policy. In particular, draft budget law envisages substantial increase in funding for the 
following prioritized sectors: regional development, infrastructure and tourism-(201.6 million 
GEL); defense, public order and security (166.6 million GEL); accessible health care and social 
security (170 million GEL); education, science and training programs (141 million GEL); 
agriculture (72 million GEL). 

State Budget Receipts  
- Forecasts provide by third version of draft law on the state budget for 2015 does not differ 

from the initial version. Moreover, draft budget law encloses information about dynamics of 
fiscal aggregates that can be deemed positively.   

- Draft Law on the State Budget for 2015 projection of total amount of budget receipts exceed 
to analogous indicator determined in the previous version of draft budget law by 305 million 
GEL (3.2%). Increase in receipts is projected to be driven by incurrence of liabilities and 
acquisition of nonfinancial assets. Accordingly, draft budget law envisages increase in state 
budget receipts by 770 million GEL (8.5%) over 2014.  

- PBO projected total tax revenues at a level of 7,684 million GEL that exceeds to the planned 
value approved by draft budget law by 1.3%.  

- Projections of tax revenues for 2015 provided by draft budget law for 2015(third version) is 
determined to 7,600 million GEL that conforms to the forecasts identified in previous version 
of draft budget law. Projected tax revenues exceed to annual plan for 2014 by 11.4%. Increase 
in tax revenues is projected to be driven by increase in excise and amendments to the tax 
legislation. However, to properly examine presented projections, analysis should not only 
focus on approved plan for 2014 but also recent mobilization trends.  Based on existing 
execution trends and extrapolation method, PBO estimates tax revenues for the current year.  
PBO projects increase in tax revenues for 2015 by 9.9% that can be deemed as realistic.  It is 
worth to evaluate dynamics of the components of tax revenues. Namely, draft budget law for 
2015 envisages increase in profit tax by 12.6% that needs further justification.  With the 
assessment made by PBO, by considering current trends, draft budget law projections of VAT 
and excise duties bases on conservative view.  

- In order to properly evaluate planned value of tax revenues, PBO calculated projected tax 
revenues based on various macroeconomic forecasts. In particular, projections were calculated 
based on three different scenarios. According to the mobilization tendency for 10 month of 
2014, PBO projected total tax revenues at a level of 7,664 million GEL that exceeds to the 
planned value approved by draft budget law by 0.5%. As for the components of tax revenues 
projection of profit tax does not deviate from planned volume approved by draft budget law. 
With regard to the amendments to the tax legislation, receipts received from tax revenues 
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will increase by 110 million GEL. However, this value does not consider possible decline of 
demand as a result of increased prices.   

- The following report presents sensitivity analysis of tax revenues. In particular, how the 
change of projected macroeconomic aggregates will affect the tax revenues.  Based on PBO's 
assessment, 1 % positive deviation of real GDP growth rate and inflation (independently) will 
result in 1.3% positive  deviation of tax revenue from its planned amount, while 0.5% positive 
deviation will result-0.9%, respectively. Negative deviation of real GDP growth rate and 
inflation rate(independently) by 1% will result negative deviation of tax revenue by 0.4-0.3%, 
while 0.5% negative deviation will result-0-0.1%, respectively.   

- According to the draft budget law for 2015, projected amount of other revenues in 2015 will 
decrease by 80 million GEL and amounts 275.0 million GEL. In particular, revenues from 
fines and penalties are projected to decrease  

State Budget Expenditures  

- Total amount of expenditures as well as its components deviates from projections provided by 
second version of draft budget law for 2015.  In particular, total amount of expenditures 
exceeds to projections of second version of draft budget law by 55 million GEL. Projected 
increase in expenditures is driven by acquisition of nonfinancial assets and repayment of 
liabilities. Based on the draft budget law for 2015, total amount of expenditures is determined 
to 495 million GEL that exceeds to the planned value for 2014 by 5.5%. With regard to 
expenses and acquisition of nonfinancial assets budget expenditures will increase by 6% and 
16%, respectively. Acquisition of financial assets will increase by 89 million GEL 

- In line with third version of draft law on state budget for 2015, general purpose of state 
expenses are not significantly changed from second version of draft budget law. However, 
with regard to service and repayment of external liabilities, the amount of general purpose of 
state expenses is increased by 15 million GEL.  
 

Dynamics of Liabilities  
- Draft budget law envisages receipts from incurrence of liabilities for 2015 at the level of 1,010 

million GEL that exceeds to analogous indicator provided by second version of draft budget 
law by 80 million GEL (8.6%). Analogously, with regard to change of exchange rate 
(1USD=1,80GEL), repayment of external liabilities is increased by 10 million GEL. 

- Based on the draft budget law public  debt as a % of GDP is increased from 34.7% to 37.2%. 
However, external debt (% of GDP)  is characterized by decreasing trend, while  domestic 
debt (% of GDP) increases.  

- Draft budget law for 2015 envisages net increase in incurrence of domestic liabilities by 600 
million GEL  
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Review of Macroeconomic Environment and Assumptions for 2014-2015 
Fiscal risks associated with macroeconomic shocks that have significant impact on aggregates of the 
state budget are: real GDP growth rate, inflation rate, interest rate, exchange rate, import growth 
rate. Based on PBO assessment and alternative sources, the following report analyzes macroeconomic 
assumptions as well as influence of fiscal risk on the state budget deficit and public debt.  

 “ Basic Data and Directions  for 2015” document enclosed to final version of draft budget law does 
not differs substantially from previous version. Based on final version of BDD for 2015-2018, nominal 
GDP is determined to 31,860.0 miillion GEL, exceeding projected value of nominal GDP provided in 
the previous version  by 26.9 million GEL. Current account deficit amounts -7.8% that slightly 
deviates from projected values approved by first version of draft budget law.  

Projection for 
2015 (BDD) 

2012- 
2015 

2013- 
2016 

2013- 
2016 

2014- 
2017 

2014- 
2017 

2015-  
2018 

2015-
2018 

2015-  
2018 

2015-
2018 

 Final 
Version 

(01/2012) 

First 
Version 

(09/2012) 

Final 
Version 

(01/2013) 

First 
Version 

(09/2013) 

Final 
version 

(01/2014) 

First  
Version 

(30/06/2014) 

First 
Version 

(09/2014) 

Second 
Version 

(11/2014) 

Third 
Version 

(12/2014) 
Real GDP 

(Growth Rate) 
7.0 - 6.0 5.0 5.0 5.0 5.0 5.0 5.0 

Nominal GDP 
(million GEL)  

38,851.8 -  36,095.2  31,744.5 32,140.1 31,834.0 31,834.0 31,860.6 

Consumer Price 
Index (Period-

average)  

6.0 
 

- 5.0 
 

3.0 3.0 5.0 
 

4.0 
 

4.0 
 

4.0 

Current Account 
(%of GDP) 

-6.1 - -7 -3.7 -3.5 -7.2 -7.5 -7.4 -7.8 

Table 1. Projections for 2015 (BDD) 

 

 

 Real GDP Growth Rate Consumer Price Index (period 
average) 

Current account deficit (%of 
GDP) 

 2014 2015 2014 2015 2014 2015 

Official forecast 
(BDD) 
(2015-2018). 

 
5.0 

 

 
5.0 

 

 
3.5 

 

 
4.0 

 

 
-8.4 

 
-7.8 

 
IMF (08.14) 5.0 5.0 4.6 4.9 -8.4 -7.9 
       
  

 
     

6 
 



 

Table 2. Projected values for 2014-2015, based on BDD document and alternative sources 

In addition, considering past years’ experience, further attention should be paid on difference 
between economic assumptions underlying budget for 2015 and projections by alternative sources. 
IMF analysis projects medium term annual GDP growth rate to amount to 5%, while official forecasts 
presented in BDD expects economy growth rate at 5.5% for 2016-2018. With regard to CPI growth 
rate, IMF projects its level at 4.9% for 2015, while CPI growth rate equals to 4% by BDD projection.  

Information about fiscal risks is provided in document enclosed to the State Budget Law. According 
to the international experience4, fiscal risks refer to the possibility of deviations in fiscal variables 
from what was expected at the time of the budget of other forecast. Ssources of risk include various 
shock to macroeconomic variables as well as call on several types of contingent liabilities. In many 
instances, failure to disclose and prepare for such risks has caused additional government obligations, 
larger public debts and occasionally, refinancing difficulties. It is noteworthy that based on the 
International Monetary Fund research, fiscal risks transparency is associated with better sovereign 
bond rating and greater access to international capital markets. Document enclosed to the Draft 
Budget Law include forecasts based on various macroeconomic scenarios. Those scenarios based on 
the assumption that deviation of real GDP growth and inflation rate from the projected values are the 
main fiscal risks. Baseline Scenario considers 5% of real GDP growth rate and 4% of inflation rate. 
Positive Scenario considers 6.2% of economic growth and 5% of inflation rate for 2015; 7% of real 
GDP growth rate and 5% of inflation for 2016-2018. Analysis of positive macroeconomic scenario 
projects that state budget expenses will be the same as in baseline scenario. Accordingly, budget 
deficit as well as public debt will decrease. Based on Negative Scenario economic growth rate and 
inflation rate are determined as 3.5% and 3.2% for 2015, respectively. And economic growth rate and 
inflation rate equals to 3.5% and 3% for 2016-2018. Analysis of negative scenario forecasts increase of 
acquisition of nonfinancial assets for the year when shock will be realized. However, for following 
years the values of acquisition of nonfinancial assets are projected to remain at the same level as in 
baseline scenario.   

1Regional Economic Outlook.http://www.imf.org/external/pubs/ft/reo/2014/mcd/eng/pdf/menacca0514.pdf 
2 IMF Country Report No. 13/264. http://www.imf.org/external/pubs/ft/scr/2013/cr13264.pdf 
3 Regional Economic Prospects in  EBRD Countries of Operations: September 2014.   
http://www.ebrd.com/downloads/research/REP/rep-2014.pdf 
4 Ter-Minassian T.,2008, „Fiscal Risks—Sources, Disclosure, and Management“,IMF Working Paper, 
(Washington, DC: International Monetary Fund) 

IMF 
(05.14)1 5.0 

 
5.0 

 
4.0 4.6 -7.9 -7.3 

IMF (08.13)2  
6.6 

 
- 4.5  

- -7.7 -7.1 

EBRD (05.2014)3 4.0 4.0 4.0 - - - 
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State Budget Receipts  
Based on the Draft Law on the State Budget for 2015, total amount of budget receipts exceed to 
analogous indicator determined in the previous version of draft budget law by 305.0 million GEL 
(3.2%). Increase in receipts is projected to be driven by incurrence of liabilities and acquisition of 
nonfinancial assets. Accordingly, draft budget law envisages increase in the state budget receipts by 
770.0 million GEL (8.5%) over 2014.  

As for the revenues estimates envisaged by the draft budget law, total amount for 2015 is projected at 
a level of 8090.0 million GEL implying increase in revenues by 780 million GEL over 2014. 

 

 

  2014 Plan  Draft budget 
law for 

2015(first 
version)  

Draft budget 
law for 2015 

(second 
version) 

Draft budget 
law for 2015 

(final 
version) 

2015  final Version/ 
2015 second version 

2015 final version/ 
2014 plan 

Difference  % Difference  Difference  % Difference 

Total Receipts 9,105,000 9,400,000 9,570,000 9,875,000 305,000 3.2% 770,000 8.5% 

Revenues 7,319,000 7,930,000 8,090,000 8,090,000 0.0 0.0% 771,000 10.5% 

Taxes 6,820,000 7,460,000 7,600,000 7,600,000 0.0 0.0% 780,000 11.4% 

Grants 144,000 180,000 215,000 215,000 0.0 0.0% 71,000 49.3% 

Other 
Revenues 

355,000 290,000 275,000 275,000 0.0 0.0% -80,000 -22.5% 

Disposal of 
nonfinancial 
assets 

80,000 80,000 80,000 85,000 5,000 6.3% 5,000 6.3% 

Disposal of 
financial assets 

70,000 70,000 70,000 90,000 20,000 28.6% 20,000 28.6% 

Incurrence of 
liabilities 

1,636,000 1,320,000 1,330,000 1,610,000 280,000 21.1% -26,000 -1.6% 

Table 3. State Budget Receipts for 2015-2015 

 

State Budget Revenues  

State Budget Tax Revenues  

According to the information provided by the State Treasury, the factual execution of tax revenues 
for 10 month of 2014 was amounted to 5,588.3 million GEL (planned value 82%). The factual 
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execution of the components of tax revenues exceed to last’ year execution level in nominal terms. It 
is worth to note that information provided by the Ministry of Finance indicates that for 10 month of 
2014 allocated resources for tax-free personal income tax amounted 127,907.0 thousand GEL that was 
deducted from state budget receipts.  

As for the revenues estimates envisaged by the draft budget law, total amount for 2015 is projected at 
a level of 8090.0 million GEL implying increase in revenues by 11.4% over 2014. 

Revenue from personal income tax and excise are projected to increase substantially, while revenues 
accumulated from profit tax is declined. Increase in the state budget tax revenues by VAT and import 
duties are determined by 8% and 14% for 2015, respectitevely. Based on the draft budget law with 
regard to the amendments to the tax legislation, receipts received from tax revenues will increase by 
110 million GEL 

 

  

2013   

Plan 

2014   

Plan 

2015 

Draft Budget Law 
(First Version) 

 

2015  

Draft Budget Law 
(Second-Third 

Version) 

Growth Rate 

2013-2014 

(%) 

Growth Rate 

2014-2015 (%)  

(Third Version) 

Total, Taxes 6,285,992 6,820,000 7,587,399 7,600,000 8.5% 11.4% 

Personal Income 
Tax 

1,795,142 1,770,000 2,197,399 2,085,000 -1.4% 17.8% 

Profit Tax 806,545 912,000 906,000 900,000 13.1% -1.3% 

VAT 2,847,868 3,274,000 3,534,000 3,529,000 15.0% 7.8% 

Excise 722,178 739,000 808,000 947,000 2.3% 28.1% 

Import duties 89,375 100,000 117,000 114,000 11.9% 14.0% 

Other taxes 24,884 25,000 25,000 25,000 0.5% 0.0% 

 Table 4. State Budget Tax Revenues (thousand GEL) 
 

However, to properly examine presented projections, analysis should not only focus on approved plan 
for 2014 but also recent mobilization trends. Therefore, Parliamentary Budget Office uses the 
following approach to examine presented projections: 

• Based on the mobilization trend for 10 month and data for the last 3 fiscal years (through 
extrapolation) Parliamentary Budget Office estimates tax revenues of current year.  

• Parliamentary Budget office compares projections of approved budget law for 2015 and 
projections received through extrapolation method  

Extrapolation method identifies extremely optimistic projections, as it takes into account current 
mobilization trends as well as medium term macroeconomic outlook. 
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The following table represents Parliamentary Budget Office estimates for current year tax revenues 
based on existing execution trends and data for the last three fiscal years. Projected values show that 
execution of profit tax will be characterized by downward trend, while execution of income tax, VAT 
and excise will be characterized by upward trend.   
 

              

  Execution 
for 2013 

Average 
Share in 10 

months from 
the Annual 
Revenues ( 
for past 3 

Years) 

Execution for 
10 month, 

2014 

Annual 
(Extrapolation

) 

2014  

(Plan) 

Difference  

Total, Tax Revenues 6,285,992 81.4% 5,716,172 6,904,850 6,820,000 84,850 

Personal income tax 1,795,142 78.6% 1,557,670 1,852,926 1,770,000 82,926 

Profit tax 806,545 84.5% 
675,557 

 
799,562 912,000 -112,438 

VAT 2,847,868 81.7% 2,710,452 3,318,507 3,274,000 44,507 

Excise 722,178 82.9% 672,470 810,702 739,000 71,702 

Import duty 89,375 81.6% 80,976 99,197 100,000 -803 

Other Taxes 24,884 79.5% 19,047 
23,956 

 
25,000 

-1,044 

Table 5. Projected tax revenues for 2014 

However, to properly examine presented projections, analysis should not only focus on approved plan 
for 2014 but also recent mobilization trends.  Based on existing execution trends and extrapolation 
method, PBO estimates tax revenues for current year.  PBO projects increase in tax revenues for 2015 
by 9.9% that can be deemed as realistic.  It is worth to evaluate dynamics of the components of tax 
revenues. Namely, draft budget law for 2015 envisages increase in profit tax by 12.6% that needs 
further justification.  With the assessment made by PBO, considering current trends, draft budget law 
projections of VAT and excise bases on conservative view. 
 

Tax Revenues Growth Rate (Thousand GEL) 
  2010-2011(%) 2011-2012(%) 2012-2013(%) 2013-2014(%) 2014-

2015(%) 
Total, Tax Revenues 26.3% 8.8% -0.4% 11.9% 9.9% 

Personal Income Tax 28.6% 13.7% 9.7% 10.3% 11.7% 

Profit Tax 44.5% 2.3% -5.2% -0.9% 12.6% 

VAT 26.4% 9.2% -6.3% 16.5% 6.3% 

Excise 9.7% 7.2% 9.5% 12.3% 16.8% 
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Import Duty 32.4% -3.4% -0.8% 11.0% 14.9% 

Other Taxes -40.4% -10.3% -26.2% -3.7% 4.4% 

* projected values for 2014 (extrapolation)   

Table 6. Tax Revenues Growth Rates (thousand GEL) 

In order to properly evaluate planned value of tax revenues, Parliamentary Budget office calculated 
projected tax revenues based on various macroeconomic forecasts. That calculation assumes that 
elasticity between macroeconomic aggregates and tax revenues equals to 1. Projected tax revenues 
were calculated based on three scenarios of tax revenues mobilization in 2014. First scenario 
represents projected tax revenues based on the factual execution of the state budget tax revenues in 
2013 and also takes into account current and future macroeconomic aggregates. Second scenario 
assumes that the factual execution of tax revenues of 2014 coincides with planned value approved 
by state budget law. Moreover, this scenario relies on the macroeconomic projections for the 
upcoming year. And third scenario based on the data of the execution of the tax revenues for 10 
month. It is noteworthy that only third scenario considers the factual mobilization of tax revenues. 
Consequently, it is preferable to compare the value of tax revenues approved by the state budget 
law to the measures received under third scenario. Based on the analysis of third scenario projected 
aggregate level of tax revenues for 2015 amounts 7,764 million GEL that exceeds to projected 
volume determined by the state budget by 0.5%. With regard to the components of tax revenues, 
projected volume of profit tax slightly deviates (-2.9%) from the state budget of 2015, while 
mobilization of VAT and excise bases on the conservative view. 

 

Projected Tax Revenues for 2015 (Thousand GEL) 

  Annual Plan 
(2015) 

1. Projected 
values based on 

the factual 
information of 

2013 

2. Projected 
values based on 
Annual Plan of 

Budget Law 2014 

3. Projected 
Values based on 
the Execution for 
10 Month of 2014 

Tax revenues  7,728,000 7,482,000 7,533,000 7,764,000 

Personal Income Tax  2,213,000 2,173,000 1,952,000 2,185,000 

Profit Tax 900,000 918,000 998,000 874,000 

VAT 3,529,000 3,380,000 3,575,000 3,624,000 

Excise 947,000 947,000 867,000 941,000 

Import Duty 114,000 114,000 116,000 115,000 

Other Taxes 25,000 25,000 25,000 25,000 

Table 7. Projected Tax Revenues for 2015 (Thousand GEL) 
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Additionally, it is worth to evaluate how the change of projected macroeconomic aggregates will be 
affected on the volume of tax revenues.  In particular, the following table represents sensitivity 
analysis of total tax revenues if real GDP growth rate and inflation deviates from the official projected 
level by 1% and 0.5%, respectively. It is noteworthy that Parliamentary Budget Office does not 
evaluate probability of the realization of each scenario, rather Budget Office calculates predicted 
deviation of tax revenues if macroeconomic aggregates changes from the projected level.  

According to the aforementioned analysis, positive deviation of real GDP growth rate and inflation 
rate by 1% (Independently) consequences deviation of tax revenues from planned volume by 1.3%. 
Positive deviation of real GDP growth rate and inflation rate by 0.5% (independently) will increase 
total amount of tax revenues by 0.9%. Under negative deviation of real GDP growth rate and 
inflation rate by 1%will result negative deviation of tax revenues by 0.3%-0.4%.  

Sensitivity of state budget revenues for 10 month 

  Budget Plan 
(2015) 

Project Deviation(Thousand 
GEL)) 

Deviation 
(%) 

1.1 Deviation of projected value if real GDP growth 
rate exceeds to official forecast by 1% 

7,728,000 7,831,000 103,000 1.3% 

1. 2 Deviation of projected value if Real GDP growth 
rate is lower that official forecast by 1% 

 

7,728,000 7,697,000 -31,000 -0.4% 

1. 3 Deviation of projected value if inflation rate 
exceeds to official forecast by 1% 

7,728,000 7,828,000 100,000 1.3% 

1. 4 Deviation of projected value if inflation rate is 
lower that official forecast by 1% 

7,728,000 7,701,000 -27,000 -0.3% 

1. 5  Deviation of projected value if real GDP growth 
rate and inflation rate exceed to official forecast by 1% 

7,728,000 7,894,000 166,000 2.1% 

1. 6 Deviation of projected value if real GDP growth 
rate and inflation rate is lower than official forecast by 
1% 

7,728,000 7,634,000 -94,000 -1.2% 
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Table 8. Sensitivity of state budget revenues  

 

Sensitivity of state budget revenues for 10 month 

  Budget 
Plan 

(2015) 

Project Deviation(Thousand 
GEL) 

Deviation 
(%) 

11.1 Deviation of projected value if real GDP growth rate 
exceeds to official forecast by 0.5% 

7,728,000 7,797,00
0 

69,000 0.9% 

1. 2 Deviation of projected value if Real GDP growth rate 
is lower that official forecast by 0.5% 

 

7,728,000 7,731,00
0 

3,000 0.0% 

1. 3 Deviation of projected value if inflation rate exceeds 
to official forecast by 0.5% 

7,728,000 7,795,00
0 

67,000 0.9% 

1. 4 Deviation of projected value inflation rate is lower 
that official forecast by 0.5% 

7,728,000 7,732,00
0 

4,000 0.1% 

1. 5  Deviation of projected value if real GDP growth rate 
and inflation rate exceed to official forecast by 0.5% 

7,728,000 7,830,00
0 

102,000 1.3% 

1. 6 Deviation of projected value if real GDP growth rate 
and inflation rate is lower than official forecast by 0.5% 

7,728,000 7,699,00
0 

-29,000 -0.4% 

Table 9. Sensitivity of state budget revenues 

Dynamics of abovementioned aggregates reveals that  final version of draft law on the state budget 
for 2015 is less conservative than previous version.  
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7,500,000 7,600,000 7,700,000 7,800,000 7,900,000 8,000,000

Deviation of tax revenues under various alternative (Final Version) 

Budget Plan 
7,728,000 

Project 

Real GDP growth rate and inflation rate 
exceed to offcial rate by 1% 

Real GDP growth rate and inflation rate 
is lower than official rate by 1% 

Real GDP growth rate exceeds to 
official rate by 1% 

Real GDP growth rate is lower than 1 % 

7,500,000 7,600,000 7,700,000 7,800,000 7,900,000 8,000,000

Deviation of tax revenues under various alternative (Second Version) 

Budget Plan:  
7,728,000 

Project 
Real GDP growth rate and inflation rate 

exceed to ofiicial rate by 1% 
Real GDP growth rate and inflation rate 

is lower than official rateby 1% 
Real GDP growth rate exceeds to official 

rate by 1% 
Real GDP growth rate is lower than 

official rate by 1% 

7,400,000 7,500,000 7,600,000 7,700,000 7,800,000 7,900,000

Deviation of tax revenues under various alternative (First Version) 
 

Budget Plan: 
7,587,399 

Project 
Real GDP growth rate ans inflation rate 

exceed to official rate by 1 % 
Real GDP growth rate and inflation rate is 

lower than official rate by 1 % 
Real GDP growth rate exceeds to official rate 

by 1% 
Real GDP growth rate is lower than official 

rate by 1% 
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2,140,0002,150,0002,160,0002,170,0002,180,0002,190,0002,200,0002,210,000

Deviation of personal income tax  

Project 
 

Real GDP growth rate exceeds to official 
rateby 1% 

 
Real GDP growth rate is lower than 

official rate by 1% 

830,000 840,000 850,000 860,000 870,000 880,000 890,000 900,000

Deviation of profit tax 

Project 
 

Real GDP growth rate exceeds to 
official rate by  1% 

 
Real GDP growth rate is lower than 

official rate by 1% 

3,300,000 3,400,000 3,500,000 3,600,000 3,700,000

Deviation of VAT 

Project 
 

Real GDP growth rate exceed to 
official rate by 1% 

 
Real GDP growth rate is lower 

930,000 935,000 940,000 945,000 950,000

Deviation of Excise 

Project 
 

Real GDP growth rate exceed to official 
rate by 1% 

 
Real GDP groeth rate is lower than official 

rate by 1% 

Budget Plan 
2,213,000  

Budget Plan: 
900,000 

Budget Plan: 
3,529,000 

Budget Plan: 
947,000 
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It is worth to note that based on the draft budget law with regard to the amendments to the tax 
legislation, receipts received from tax revenues will increase by 110 million GEL. However, this value 
does not consider possible decline of demand as a result of increased prices.   

 

State Budget Other Revenues  

Based on final version of draft law on the state budget for 2015, planned volume of other revenues 
will remain at a level of 275.0 million GEL as in the previous version.  In regard with revenues gained 
from property income, total amount of other revenues will be decreased by 80 million GEL 
Decreased value of property income is projected to be driven by dividends that is determined to 
decrease by 50 million GEL 

 

               
2013  

 

2014  

Project 

 

2015   

Draft 
Budget Law 

(First 
Version) 

2015  

Draft Budget 
Law (Second-

Third Version) 

2015  (Second-Third 
Version )/ 

2014 plan 

Difference  % Difference  

Total, Other Revenues 312,948 355,000 290,000 275.000 -80.000 -22.5% 

Revenues from Property 66,620 89,600 54,000 54.000 -35.600 -39.7% 

Interest 12,265 28,000 42,000 42.000 14.000 50.0% 

Dividends 43,903 55,000 5,000 5.000 -50.000 -90.9% 

Rents 10,452 6,600 7,000 7.000 400 6.1% 

Sale of Goods and Services  75,786 68,700 72,650 72.650 3.950 5.7% 

Administrative Fees and 
Charges  

73,175 66,700 70,300 70.300 3.600 5.4% 

Goods and Services Sold 
without Market Rules  

2,610 2,000 2,350 2.350 350 17.5% 

Sanctions (Penalties and 
Fines) 

116,199 100,000 80,000 80.000 -20.000 -20.0% 

Voluntary Transfers  1,812 1,700 1,700 1.700 0.0 0.0% 

Mixed and Other Non-
Classified  

52,531 95,000 81,650 66.650 -28.350 -29.8% 

Table 10. Dynamics of other revenues (thousand GEL) 
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Disposal of Financial and Nonfinancial Assets  

Based on the first and second version of Draft Law on State Budget for 2015, disposal of nonfinancial 
and financial assets were determined by 80 and 70 million GEL, respectively. However, final version 
reveals different projections:  

- Revenues gained from disposal of financial assets are increased by 20.0 million GEL and 
amounts 90.0 million GEL.  

- Disposal of nonfinancial assets are increased by 5 million GEL and amounts 85.0 million GEL  

However, detailed information about reasons of increase revenues by disposal financial and 
nonfinancial assets is not provided by final versionof draft budget law. 

 

State Budget Expenditures  

Total amount of expenditures as well as its components deviates from projections provided by second 
version of draft budget law.  In particular, total amount of expenditures exceeds to projections of 
second version of draft budget law by 55 million GEL. Total expenses exceed to the planned value 
approved by first version draft budget law by 25 million GEL.  Projected increase in expenditures is 
driven by acquisition of nonfinancial assets and repayment of liabilities. Based on the draft budget 
law for 2015, total amount of expenditures is determined to 495 million GEL that exceed to the 
planned value for 2014 by 5.5%. With regard to expenses and acquisition of nonfinancial assets 
budget expenditures will increase by 6% and 16%, respectively. Acquisition of financial assets will 
increase by 89 million GEL 

Draft law on the state budget for 2015 envisages decrease in repayment of liabilities by 179 million 
GEL that is a result of declined value of repayment of external liabilities. In Particular, repayment of 
external liabilities was determined to 529.0 million GEL by planned value for 2014, while draft 
budget law projects its amount at a level of 356.0 million GEL.   

2013     2014-2015 

  Factual 
execution  

2014 Plan 2014 
October 

  2015 Plan 
(Second 
Version) 

2015 Plan 
(Third 

Version) 

Difference 
in nominal 

terms  

Growth 
Rate 
(%) 

Expenditures 8,104,218 9,080,000 6,999,279 77% 9,520,000 9,575,000 495,000 5.5% 

Expenses 6,545,615 7,539,613 5,889,204 78% 7,979,492 8,005,443 465,830 6% 

Compensation 
to employees 

1,187,570 1,318,054 1,049,328 80% 1,405,532 1,407,933 89,879 7% 

Goods and 
service 

765,801 853,836 684,533 80% 943,109 963,727 109,891 13% 

17 
 



 

Interest 233,043 305,047 218,960 72% 359,106 364,106 59,059 19% 

Subsidies 242,552 241,623 219,031 91% 206,080 247,914 6,291 3% 

Grants 1,083,320 1,111,779 806,048 73% 1,170,880 1,172,687 60,908 5% 

Social affairs 2,083,044 2,581,394 2,096,933 81% 2,671,661 2,687,682 106,288 4% 

Other 
expenses 

950,285 1,127,881 814,371 72% 1,223,123 1,161,393 33,512 3% 

Acquisition of 
Non-Financial 
Assets 

767,632 734,125 466,895 64% 854,595 853,244 119,119 16% 

Acquisition of 
Financial 
Assets 

277,105 208,180 175,801 84% 276,690 297,090 89 43% 

Repayment of 
Liabilities 

513,865 598,081 467,379 78% 409,223 419,223 -178,858 -30% 

Table  11. State Budget Expenses 

Based on the draft budget law for 2015, compensation to employees amounts 1,407.9 million GEL 
that comprises 17.6% of state budget expenses and 14.7% of expenditures. 

  

2012 2013 
2014 

(project) 

2014  
(Execution 

of 10 
month) 

2015 
(project) 

Difference 
in nominal 

terms 
2014-
2015  

Growt
h Rate  
2014-
2015  

Expenditures 
 

7,806,801,80
5 

 
8,104,217,63

0 

    
9,080,000,00

0  

     
6,999,279,35

9  

      
9,575,000,00

0  

        
495,000,00

0  

 
5.45% 

Expenses 
 

6,566,316,00
3 

 
6,545,615,23

1 

    
7,539,613,40

0  

     
5,889,203,82

8  

      
8,005,443,20

0  

        
465,829,80

0  

 
6.18% 

Compensation  to 
employees 

 
1,049,425,42

0 

 
1,187,569,51

5 

    
1,318,303,60

0  

     
1,049,328,10

4  

      
1,407,933,40

0  

          
89,629,800  6.80% 

Compensation  to 
employees/Expenses 

15.98% 18.14% 17.49% 17.82% 17.59%   

Compensation  to 
employees/Expenditu
res 

13.44% 14.65% 14.52% 14.99% 14.70%     

Table 12. Dynamics of state budget expenditures  

As for division of priorities of the state budget expenditures, substantial increase in funding (nominal 
terms) for prioritized sectors are determined for regional development, infrastructure and tourism-
(201.6 million GEL); defense, public order and security (166.6 million GEL); accessible health care 
and social security (170 million GEL); education, science and training programs (141 million GEL); 
agriculture (72 million GEL). 
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Projected amount of general purpose of state expenses does not change substantially in final version. 
However, with regard to the change of exchange rate, service and repayment of external liabilities 
exceeds to projected value provided by second version of draft budget law by 10 million GEL. Total 
amount of the state expenses for general purposes is decreased by 49 million GEL compared with the 
planned value for 2014. 

Transfers to the autonomous republics and local authorities amounts 854,8.0 million GEL that 
exceeds planned value of the current year by 50 million GEL. Fund of Projects Implemented in 
Regions of Georgia is determined by 300 million GEL. 

 

Dynamics of State Budget Liabilities 
With regard to the state budget liabilities, final version of draft budget law for 2015 substantially 
differs from second version. In particular, a total receipt gained from incurrence of liabilities is 
determined to 1,610 million GEL, exceeding previous version of the draft budget law plan by 21.1%. 
The growth of this component of revenues is mainly attributed to the envisaged substantial increase 
of incurrence of domestic liabilities (securities, except for the stocks) and external liabilities by 200 
million GEL and 80 million GEL, respectively. Draft law on the state budget for 2015 envisages 
increase in repayment of liabilities by 10 million GEL. Decline of this component is mainly projected 
by substantial decrease in disposal of external liabilities.  

Draft budget law envisages incurrence of external liabilities on the level of 1,010.0 million GEL that 
exceed to second version plan by 80 million GEL (8.6%). However, incurrence of external liabilities is 
decreased by 26 million GEL (2.5%) from planned value for 2014.  Analogously, repayment of 
external liabilities is characterized by decreasing trend. In particular, repayment of external liabilities 
is determined at a level of 419 million GEL that is lower by 179.0 (19.9%) million GEL than last years’ 
planned value.  However, with regard to increase in exchange rate (1USD=1.8 GEL), external foreign 
liabilities is increased by 10 million GEL from second version of draft budget law for 2015.  

 Dynamics of state budget liabilities  (thousand GEL) 

 2013 
Plan 

2014  
Plan 

2014 10 
month 

2015 
Project 
(First 
Version) 

2015 
Project 
(Second 
Version) 

2015 
Project 
(Final 
Version) 

2014 Plan/ 
2015 (Final Version) 

 
Difference           % Difference 
 

Incurrence of 
external  
liabilities 

588,361 1,036,000 565,257 920,000 930,000 1,010,000 -26,000 -2.5% 

Disposal of 
liabilities  

454,216 532,000 422,805  346,029 346,029 356,029 -175,971 -33.1% 

Table 13: Dynamics of state budget external liabilities for 2014-2015 
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Based on the information about public debt provided by document enclosed to draft budget law for 
2015, execution of investment credits amounts to 690.0 million GEL. 

 

 Dynamics of domestic liabilities  (thousand GEL) 

 2013 
Plan 

2014  
Plan 

2014 10 
month 

2015 
Project 
(First 

Version) 

2015 Project 
(Second 
Version) 

2015 Project 
(Final 

Version) 

2015 (final Version/ 2014 
 

Difference            % Difference 

Incurrence 
of 
Domestic 
Liabilities 

149,531 600,000 523,651 400,000 400,000 600,000 0 0% 

Repayment 
of 
Domestic 
Liabilities 

59,649 66,081 44,574 63,194 63,194 63,194 -2,887 -4.4% 

Table 14: Dynamics of domestic liabilities  

Draft budget law for 2015 envisages net increase in incurrence of domestic liabilities by 600 million 
GEL. Based on the existing accounting, incurrence of domestic liabilities is determined by 1,097 
million GEL and repayment of principal of treasury securities by  497 million GEL 

 
 
Based on the draft budget law for 2015, public debt is determined as 11,808.6 million GEL, exceeding 
annual plan value for 2014 by 1,398.5. Increase in domestic and external debt amounts 21% and 11%, 
respectively. It is worth to note that structure of public debt substantially changes. Particularly, share 
of domestic debt is increased, while share of external debt is decreased.  

As in previous year, detailed information of public debt is enclosed to the draft budget law that can 
be deemed positively. Particularly, sustainability of public debt is analyzed under four different 
scenarios. Those scenarios consider potential deviation of real GDP growth, real interest rate, primary 
budget deficit, nominal exchange rate. Analysis of those scenarios reveals that public debt as a % of 
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27.6% 27.2% 26.8% 27.3% 

7.2% 7.5% 8.9% 9.8% 

2012 2013 2014მ 2015პ (III) 

Public Debt (% of GDP) 
Public Debt Domestic Debt 



 

GDP increases over time with decreasing rate. Based on the analysis, shock in real GDP growth rate 
will result substantial increase of public debt. Namely, public debt as a % of GDP will reach 38.6%, 
while primary deficit shock will result increase of public debt (% of GDP) by only 1 %.  

 

Draft law on state budget for 2015 envisages increase in operational as well as overall balance of the 
state budget that can be deemed as a desirable trend. In particular, based on the state budget 2014 
overall balance was determined to -221 million GEL, while draft budget law for 2015 envisages 
increase in overall balance by 85 million GEL. Operational balance as a % GDP will be increased from 
-3.0% to -2.1%. Consequently, projected balance complies 3% limit requirements outlined in the 
Economic Freedom Act. 

 

 

 

 

 

 

 

462 549 
294 

-221 

85 

756 648 690 654 768 

-294 
-99 

-396 
-875 -684 

2011 2012 2013 2014 2015

State Budget Aggregates (2011-2015 mln GEL) 
 Operational deficit Budget Deficit Nonfinincial assets 
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