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GRENADA

FIRST REVIEW UNDER THE EXTENDED CREDIT FACILITY
ARRANGEMENT AND FINANCING ASSURANCES REVIEW

EXECUTIVE SUMMARY

Extended Credit Facility (ECF) Arrangement: On June 26" 2014, the Executive Board
approved a three-year arrangement for a total amount equivalent to SDR 14.04 million
(about US$21.7 million, 120 percent of quota). The equivalent of SDR 2.04 million was
disbursed upon approval of the arrangement. The equivalent of SDR 2 million (about
US$3 million) will be made available upon Executive Board completion of the first
review.

Recent Developments: The economy is slowly recovering from a protracted recession,
but domestic demand remains weak. Financial balance sheets are strained by non-
performing loans, private credit continues to contract, and inflation has been negative
or low. Growth is expected to remain positive but below potential over the next two
years, as private and public balance sheets are repaired. Discussions with creditors on a
comprehensive restructuring of public debt have intensified.

Program Performance: Policy implementation is off to a good start. The fiscal
consolidation is proceeding as programmed and all quantitative performance criteria
for the first review were met. Progress has also been made on the structural reform
agenda, with two structural benchmarks met or expected to be met, and two to be
finalized soon. In particular, the authorities overhauled the public financial management
framework, prepared an initial strategy to strengthen weak public institutions and are
modernizing the investment promotion framework.

First Review: No substantive changes were made to the macroeconomic framework.
Discussions focused on the fiscal outlook for 2014-15, and on structural reforms going
forward. No changes are proposed to the programmed fiscal targets. Proposed new
structural conditionality focuses on a continued strengthening of the fiscal policy
framework through implementing regulations, debt management and revenue
administration reforms, as well as a framework for sustainable use of receipts under the
new citizenship-by-investment program. The program is still in early stages, and
implementation risks remain.
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Approved By Discussions took place in St. George's during August 18-27, 2014, and
Robert Rennhack in Washington DC during October 10-12, 2014. The staff team
(WHD) and Bob Traa comprised Aliona Cebotari (head), Kimberly Beaton, Xin Li (all WHD),
(SPR) Nujin Suphaphiphat (SPR), Eriko Togo (MCM), and Jemma Lafeuillee

(local IMF Economist). Representatives from the Caribbean
Development Bank, the Eastern Caribbean Central Bank, and the
World Bank attended some of the meetings. The mission met with the
Prime Minister and Minister of Finance Keith C. Mitchell, the
Permanent Secretary of the Ministry of Finance Timothy Antoine,
Deputy Permanent Secretary Mike Sylvester, senior officials, as well as
representatives of the private sector and civil society, including the
Monitoring Committee for the Home-grown Program.
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BACKGROUND

1. Context. A three-year SDR 14.04 million (120 percent of quota) Extended Credit Facility
(ECF) arrangement was approved by the IMF Executive Board on June 26, 2014 in support of the
authorities’ home grown economic reform program. The main objectives of the program are to
improve competitiveness and medium-term growth prospects, restore fiscal and debt sustainability,
and strengthen financial stability.

2. Program performance has been strong, supported by broad social consensus and a
shared commitment to reform among all stakeholders. The fiscal consolidation is proceeding as
programmed, with all quantitative performance criteria for the first review met and the ambitious
structural reform agenda largely on schedule. A committee with broad participation of Grenadian
society as well as the Eastern Caribbean Central Bank (ECCB) has been established to monitor
program performance and has provided important support to implementation.

RECENT DEVELOPMENTS

The economy is slowly recovering from a protracted recession, but domestic demand remains weak.
The decline in consumer prices has continued, but may be at an inflection point.

3. Economic recovery is slowly taking hold with support from external demand. After
almost four years of decline, the economy is estimated to have grown by 2.4 percent (market prices)
in 2013, higher than the 1.5 percent previously reported, due to a stronger than expected boost to
economic activity from the construction of a large resort. Short-term indicators suggest that the
recovery has continued in 2014, as tourism arrivals picked up strongly following the opening of the
new resort.

4. Credit has continued to contract as the private sector deleverages and banks repair
their balance sheets. Private credit has declined 8% percent from its peak, despite strong growth in
deposits, due to constraints on both the supply and demand sides. The decline in credit is
widespread across the economy, affecting both households and businesses, and across most
sectors, with credit only expanding to the agriculture, utilities and tourism sectors.

Grenada: Economic Growth and Construction Credit growth
(in percent) (percentage point contribution to growth)
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5. Weak demand and deleveraging have contributed to deflation over the past year.

Consumer prices declined by 1.2 percent on
average during the first nine months of 2014
relative to a year earlier. Deflation was primarily
driven by a significant drop in the cost of
telecommunication services in late 2013, although
other prices are also declining.* The end of the
transitory impact of the price drop in
telecommunications, a slight pickup in food prices
since mid-2014 and the increase in excises on
alcohol and tobacco, put inflation in marginally
positive territory in September.

6. Deflation led to a notable depreciation of the real effective exchange rate (REER). The
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REER has depreciated significantly since mid-2013 (by 6 percent as of mid-2014, as measured

against trading partners). These gains in price
competitiveness have partly offset the appreciation
of the U.S. dollar since mid-2014 to which the
regional currency is pegged. High-frequency
external indicators are consistent with these gains
in competitiveness and suggest improvement in
trade volumes, with strong growth in tourism
arrivals. Inflows on the capital and financial
accounts, including from international financial
institutions, were more than sufficient to cover the
current account deficit, with net international
reserves rising to US$152 million (17%2 percent of
GDP) at end-August 2014, compared to US$133
million at end-2013.
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7. The financial sector remains liquid, but strained by nonperforming loans and unable to
support the recovery. Continued strong growth in deposits, combined with the sustained reduction
in credit, resulted in a further increase in bank liquidity and pressures on interest margins. Costs also
increased with higher provisioning for non-performing loans (NPLs) as NPLs rose to 14.5 percent of

total loans by mid-2014. With weakening income and higher costs, banks continued to face losses in
the first half of 2014, but reported capital adequacy improved marginally as banks continued to
deleverage. High liquidity in the banking system allowed a substantial increase in commercial

banks’ net foreign assets in the first half of 2014.

Increased competition in telecommunication services resulted in about a 20 percent fall in telecommunication costs

in late 2013. Prices have subsequently stabilized.
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8.

Progress is being made in the restructuring of Grenada'’s public debt, which stood at

105Y%: percent of GDP as of June 2014:

Bilateral official debt. The Paris Club has provided financing assurances for Grenada and agreed
to discuss the treatment of its claims. All non-Paris Club bilateral official creditors have been
contacted to request comprehensive restructuring of their claims. The authorities are at an
advanced stage in their negotiations with the Export-Import Bank of Taiwan Province of China
(Eximbank) on the restructuring of its debt. Both parties informed the New York court in mid-
November that an agreement is in final drafting stages.

Private debt. The authorities continue to work toward the launch of a formal offer for the
restructuring of the EC$2025 and US$2025 bonds. Good faith discussions with the creditor
committee representing the majority of creditors for the bonds are intensifying, with both sides
committed to reaching a solution that is both firmly sustainable and amicable. Negotiations aim
at an agreement by year-end. Discussions with remaining domestic private creditors are
proceeding in parallel to the restructuring of the 2025 bonds.

I PROGRAM PERFORMANCE

Policy implementation is off to a strong start. All quantitative performance criteria for the first review
were met and the structural reform agenda is broadly on track.

6
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9. Fiscal performance in the first half of 2014
was stronger than programmed (MEFP Table 1). The
primary balance registered a small surplus, compared
to the programmed primary deficit of about 1%
percent of GDP.? Performance was strong on both the
revenue and expenditure sides. Revenues were higher
than projected by about one percent of GDP, about %;
of which was due to windfall nontax receipts, while
primary spending in the year to June was 1%; percent
of GDP below the performance criterion. Strong fiscal
performance has continued through September, with
the fiscal space partially used to increase capital
investment. However, the pace of the investment scale-
up has been faster than expected in the third quarter,

GRENADA

Grenada: Fiscal Program Performance, Year-to-June 2014 (% of GDP)

Program Actual
Total revenue and grants 115 12.2
Revenue 9.9 110
Grants 16 11
Primary spending 13.7 12.1
Current primary spending 9.3 87
Capital spending 44 34
Primary balance -2.2 0.1
Adjustor: Wage/pension back-pays below program 0.2
Adjustor: Half of revenue exceeding program 0.5
Adjustor: Shortfall in SEED spending 0.0
Primary balance (adjusted) 1/ -1.4 0.1
Primary spending 13.7 121
Adjustor: Wage/pension back-pays below program -0.2
Adjustor: Half of revenue exceeding program 0.5
Adjustor: Half of grant shortfall -0.2
Adjustor: Shortfall in SEED spending 0.0
Primary spending (adjusted) 1/ 13.8 12.1

1/ See TMU 15&7.

as externally-financed projects have outstripped expenditure allocations, and will need to moderate

going forward.

Grenada: Monthly Fiscal Performance
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Note: Windfall nontax revenues and retroactive wage and pension payments are excluded.

2 Under the program, the headline primary balance is adjusted for lower-than-programmed retroactive wage
payments and social assistance spending, among other adjustments (TMUTS5).
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10. Spendlng on social programs was Total Spending on Social Programs
Strengthened' but expenditure onh the (Stacked bars showing the major projects, millions)
o 80 Emergen ven
flagship social assistance program, SEED, was | § Dby
. . . . s WmSEED
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—Total

The authorities are working with the World Bank 50
to improve the targeting of SEED; however,
delays in introducing the new targeting tool led 0 1 B B
to a temporary freeze on the processing of new 10 I I I I m [ | I I
applications and resulted in some under- - = ? -
spending relative to the programmed floor. As *©
the new targeting tool is not yet fully
operational, the end-December floor is also likely to be missed. The authorities are working to
address the delays and bring spending back to programmed levels. In the meantime, they have
increased spending on other programs to ensure that social support is in place during the fiscal
consolidation.

11. The wage freeze successfully contained the public wage bill, which fell further than
programmed (MEFP18).? Seasonal fluctuations in some large public employment programs and
the reclassification of some wage costs from current to capital projects contributed to a faster
reduction in the current wage bill and public employment than expected under the program, but the
monitoring targets on both variables were met without the reclassification. Going forward, these
targets are being broadened to capture wage expenditures on all civil servants (TMUT17 and 18).

12. The authorities have started clearing expenditure arrears, and no new external arrears
have been incurred outside debt under restructuring negotiations since approval of the
arrangement. Faced with financing constraints, the authorities accumulated arrears through mid-
2014, while keeping the stock of expenditure arrears under the program'’s end-June ceiling. With the
approval of IFI-support in June/July 2014, financing constraints eased and the authorities began to
repay arrears to suppliers and on membership fees to regional and international organizations,

bringing the stock of supplier arrears
Outstanding Arrears
down to 3 p.er.cent of GDP by September 2013 014
2014. In addition, no new arrears have Dec. Jun. Sep.
been accumulated on external debt ECSmn  ECSmn ECSmn % of GDP
outside debt under restructuring, and no  |Total Arears 338.9 354.0 3672  15.8
non-concessional loans have been External Arrears 237.9 254.3 272.5 11.7
tracted si th | of th Multilateral 34 2.1 2.1 0.1
contracted since the approval of the Official bilateral 1330 1353 1373 59
arrangement, meeting the associated Paris Club 7.9 9.3 112 0.5
performance criteria. With fiscal Non-Paris Club 1251 126.0 126.0 54
erformance exceeding targets. the Commerecial creditors 44.0 60.6 76.9 33
P L. 9 9gets, Unpaid contributions 57.5 56.3 56.3 24
indicative target on debt contracted or Budget expenditure arrears  100.9 99.7 94.7 4.1
Debt arrears 18.5 20.1 25.6 1.1
Supplier arrears 82.4 79.6 69.0 3.0

3 The trade unions have agreed in principle to a wage freeze for the duration of the program, discussions on a three-
year memorandum of understanding covering broader issues are still underway.
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guaranteed by the central government was observed by a wide margin.

Grenada: Program Monitoring - Quantitative Performance Criteria under the ECF"
(in millions of EC dollars)
P
Program rogramu Actual Difference Status
Adjusted

Performance criteria

A. Cumulative floor on central government primary balance (EC$ min) 2/ -50 -33 1 34 Met
B. Cumulative ceiling on central government primary spending (EC$ min) 2/ 318 321 282 -39 Met
C. Ceiling on stock of central government budget expenditure arrears (EC$ min) 109 109 80 -29 Met
D. Ceiling on accumulation of external debt arrears (continuous) 0 0 0 0 Met
E. Ceiling on non-concessional external borrowing by the central 0 0 0 0 Met

government (continuous)
Indicative targets
F. Cumulative ceiling on net increase in debt contracted or guaranteed 90 90 73 -16 Met
by the central government (EC$ min) 2/

G. Floor on social spending by central government (EC$ min) 6.5 6.5 6.2 -03 Not Met
Monitoring

H. Wage bill target 115 115 111 -4 Met
I Public employment target 6358 6358 5940 -418 Met
Memorandum items:

Wage bill without the employment type reclassification 115 115 114 -1 Met
Public employment without the employment type reclassification 6358 6358 6131 -227 Met
1/ Targets as defined in the Technical Memorandum of Understanding.

2/ From end-December 2013.
13. The structural reform agenda is advancing, with two structural benchmarks met or

expected to be met, and two to be finalized soon (MEFP Table 2):

e Public Financial Management (PFM) framework. The PFM framework has been revamped with the
approval of a new PFM Act, meeting the end-August 2014 structural benchmark. The new
framework addresses weaknesses in budget preparation and execution practices that led to
poor fiscal outcomes in the past and strengthens government oversight of statutory bodies and
SOEs (Annex I). The approval of a new Procurement Act in August 2014 that aligns Grenada'’s
procurement practices with international best practice has also strengthened the PFM
framework.

e Reform of Statutory Bodies and State-Owned Enterprises. The authorities completed a strategic
review of statutory bodies and SOEs, with support from CARTAC, and the Cabinet has approved
the broad directions of a strategic plan to reform these institutions. For the near-term, the
strategy includes reforms to the employment framework and regulatory environment for these
institutions, which the authorities aim to put in place by end-2014. The framework for reforming
individual enterprises to strengthen their financial positions has been approved, but final
decisions on their liquidation, restructuring or privatization required additional assessment.
Thus, the end-October 2014 structural benchmark is partially met, but the process is underway.
The Cabinet has set up a Committee to consider the reform strategies for individual institutions,
including their feasibility and cost, and the Committee is expected to report to Cabinet on a final
strategy by end-2014.

e Investment Environment. With technical assistance from the World Bank/IFC and financial
assistance from DFID, the authorities have prepared a new Investment Law that streamlines and

INTERNATIONAL MONETARY FUND 9
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simplifies the investment regime. The draft law offers potential investors simplicity, transparency,
clarity and consistency by: (i) eliminating the requirements for the approval of business plans,
investment certifications, and incentive proposals by the Grenada Industrial Development
Corporation (GIDC), (ii) clarifying and streamlining investment guarantees consistent with
international good practice, (iii) eliminating all discretionary investment incentive provisions, (iv)
providing for an investment promotion, facilitation, generation and policy role for GIDC or a
successor agency. The draft law has been approved in the lower house of Parliament, and is
expected to be considered by the Senate in November 2014, in line with the structural
benchmark.

Tax Incentives. Reforms to the tax incentive regime are well advanced, but the end-November
structural benchmark is likely to be delayed. The reforms, which represent a substantial
departure from current practice in the Caribbean region, will enhance the transparency of the
tax incentive regime by codifying all incentives and eliminating discretion in granting them,
thereby removing an important source of uncertainty in the investment framework and fiscal
policy. With assistance from the IMF, the draft amendments to the relevant tax legislation have
been prepared and are under consideration by Grenada’'s Cabinet. However, with a heavy reform
agenda leading up to end-2014, these reforms are unlikely to be considered by Parliament until
early 2015.

Treasury Single Account. While not a structural benchmark, the Government has also made
important strides in moving toward a Treasury Single Account (TSA) as an efficient and cost
effective solution for management of public resources (MEFP18). The TSA is expected to be fully
operational by end-2015.

B POLICY DISCUSSIONS

Discussions focused on the outlook for meeting the fiscal targets for 2014-15, and on the structural
reform agenda going forward. No changes are proposed to the programmed fiscal targets. Proposed
new structural conditionality focuses on a continued strengthening of the fiscal policy framework.

A.
14.

Macroeconomic Framework

With economic developments broadly in line with the program, the macroeconomic

framework is largely unchanged from the approval of the arrangement:

10

Growth. For 2014, growth is expected to be only marginally higher (1.2 percent) than anticipated
at the approval of the arrangement (1.1 percent) due to stronger momentum in tourism. The
forecast for a modest economic recovery is unchanged, with growth averaging 1%z percent over
2015-17 and recovering to potential growth of 2-2 %2 percent over the medium-term.

Inflation. Inflation is expected to remain positive going forward, but somewhat below prior
projections in the near-term. However, there is a notable risk that deflationary tendencies will
persist due to falling fuel prices, weak demand and private sector deleveraging. For 2014, the
deflation in the year-to-August will bring average inflation into negative territory compared to

INTERNATIONAL MONETARY FUND



GRENADA

moderate inflation projected previously. Inflation is also expected to be somewhat lower in 2015
due to lower global commodity prices.

e External sector outlook. The near-term outlook for the current account is somewhat better than
previously projected due to savings in the fuel import bill (about %2 percent of GDP) from lower
oil prices. The medium-term outlook remains unchanged, as these savings are broadly offset by
higher imports associated with the citizenship-by-investment funds.

15. While the outlook for the Grenadian economy remains subject to significant downside
risks, these are gradually easing.

e On the downside, risks to the outlook arise from: (i) a continued weak global recovery, on which
Grenada depends for tourism; (ii) a stronger than expected impact of the ongoing fiscal
consolidation; (iii) the recent appreciation of the U.S. dollar, which will put pressure on Grenada'’s
competitiveness; and (iv) potential natural disasters.

e These risks are partly balanced by the emergence of new upside risks: (i) the new CBI program, if
successful, could increase investment and economic growth (see Annex II); and (ii) a significant
equity investment into St. George's University, the largest employer on the island, could provide
positive spillovers to growth.” A pickup in confidence in economic policies and prospects as
program implementation proceeds remains an important upside risk.

B. Growth-Boosting Structural Reforms

16. Grenada has developed a new Growth and Poverty Reduction Strategy (GPRS)
(MEFPT6). The primary objectives of the strategy are to (i) engender productivity and
competitiveness through growth and job creation, (ii) create fiscal sustainability, and (iii) improve
debt sustainability. The strategy is therefore closely aligned with the authorities’ ECF-supported
program. The strategy was approved by the Cabinet in August 2014, and will be published after final
edits are made to reflect the Cabinet discussion.

17. Reforms to the energy sector are underway to lower energy costs and support growth.
The authorities’ efforts remain focused on strengthening the regulatory framework for electricity to
support more efficient pricing. With technical assistance from the World Bank, the authorities now
expect to complete the revisions to the Electricity Supply Act by mid-2015, followed thereafter by
the revisiting of their agreement with GRENLEC (MEFP16).” The authorities noted that while the

*In August 2014, St. George's University received an equity investment of US$750 million (32%2 percent of GDP). The
bulk of this investment may involve shares changing ownership, but may also involve new investment; the details are
not yet available.

> The Electricity Supply Act amendments will establish an independent regulatory authority, which will set the price of
electricity under a revised tariff-setting mechanism and set out the roadmap for transitioning to renewable energy.
The World Bank’s policy loan with Grenada includes conditionality on these reforms to the energy sector for
disbursement of its second tranche (Annex III).
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reforms may require more time than initially anticipated, they remain committed to the reforms, as
they view the reforms as key to providing the needed support to competitiveness and growth.

18. The authorities will continue their efforts to strengthen the investment environment
following the enactment of the new Investment Bill. With continued assistance from the IFC, the
authorities plan to develop and implement a robust and sustainable institutional framework for
attracting and retaining investment in Grenada through reforms to GIDC or a successor agency. This
framework will include the key pillars of investment promotion, facilitation, generation and policy
advocacy.

19. The government has made progress with product market reforms to strengthen export
competitiveness (MEFP16). A program has been initiated to commercialize government estates by
leasing underutilized government land to the private sector for strategic agricultural production
concentrated in Grenada's key agricultural exports. The government is also strengthening the
governance and institutional capacity of and introducing export quality standards for the nutmeg
and cocoa sectors. The authorities’ consider these reforms critical to enhancing these sectors’
investment environment, productivity, and competitiveness as well as their export potential.

C. Restoring Fiscal Sustainability

Fiscal Consolidation

20. The stronger than expected fiscal consolidation in the first half of 2014 bodes well for
prospects of meeting the fiscal targets going forward, but caution is still needed.

e Adjustment effort to reach fiscal targets. The estimated fiscal adjustment effort needed to reach
the program'’s primary balance target of 3% percent of GDP by 2016 is now higher (8 percent of
GDP) than at the time of the approval of the arrangement (7% percent of GDP). This reflects in
part the authorities’ commitment to remain current on membership fees, which will require an
additional 0.4 percent of GDP in spending annually.

e Adjustment effort to date. Staff estimates that the legislated revenue measures and savings in
current spending to date are sufficient to generate 42 percentage points of GDP in savings for

the three-year fiscal adjustment, Adjustment Effort
(in percent of GDP; cumulative)
compared to about 4 percentage o oS oTE
points expected at arrangement Prog. Proj. Prog. Proj. Prog. Proj.
Adjustment effort, o.w. 3.0 24 56 5.8 7.8 8.0
approval fOI’ these measures. The 1. Current revenue and expenditure 20 238 39 4.2 58 6.0
estimated over—performance, anng a. AIreac?y.enacted measures 20 28 32 39 39 4.4
. . - b. Remaining measures .| 0.4 .| 1.6
with the windfall nontax revenues in Financial Activities Tax N CE! N
. . Levy on tires . 01 0.1
2014’ will cover the hlgher_than_ Property tax increase 0.4
programmed Spending on Property value update .l o1
. 3 3 Cut exemptions to GRENLEC 0.4
membership fees to international Civil service reforms e e ] 03
. H . Other 0.1
and reglonal organlzatlons, and 2. Streamline capital spending 09 -04 16 16 20 2.0
provide some space for the Memorandum items:
authorities to SUppOFt gI’OWth- Overperformance and windfall revenues .. 10 .. 02 0.2
Membership fees .. -04 .. -04 .. -04

12 INTERNATIONAL MONETARY FUND



GRENADA

enhancing capital projects in 2014, as agreed under the program (TMUT7). Nevertheless, with
still weak controls over the execution of externally-financed projects, caution is needed to
ensure that the scaled up capital investment in the remainder of 2014 does not use up all
available fiscal space given the still uncertain revenue outcomes and that a comfortable cushion
is maintained for meeting the end-2014 target.

e Remaining adjustment effort. A further 1%5 percent of GDP in adjustment measures will be
required to achieve the fiscal consolidation over the remainder of the program. Of this,
measures yielding 0.4 percent of GDP are needed to achieve the 2015 fiscal targets. The
authorities plan to introduce a financial activities tax and a levy on tire imports to realize the
programmed consolidation. Parliamentary approval of a 2015 budget consistent with the
program targets is a new structural benchmark for end-December 2014. Achieving the 2016
fiscal targets will require another 1.3 percent of GDP in adjustment measures, discussions on
which will be undertaken during the second and third program reviews.

e Contingency measures. The authorities have identified a number of contingent fiscal measures to
safeguard their fiscal consolidation efforts, including broadening the income tax and VAT base
and further increasing excise tax rates on alcohol and tobacco (MEFPT9).

21 As the new citizenship-by-investment (CBI) program has begun to receive applicants,
staff and the authorities agreed on the importance of the sustainable and transparent use of
its receipts (MEFPT10; Annex II). CBI inflows into the budget will be used for general budget
financing, with receipts prioritized to clear the existing stock of supplier arrears to restore liquidity to
the private sector and reinvigorate growth. Furthermore, a share of inflows into the National
Transformation Fund (NTF) will be channeled for similar purposes, in part to secure full compliance
with the program’s schedule to clear arrears. To ensure transparent and sustainable management of
the remaining inflows into the NTF, the authorities have also committed to putting in place
guidelines to clarify the NTF’s institutional, governance and investment framework to avoid an
unsustainable scaling up of public investment (new structural benchmark).

Debt Restructuring and Regularization of Arrears

22. A comprehensive restructuring of public debt with meaningful principal reduction
remains essential to return public debt to sustainable levels. Public debt dynamics remain
broadly unchanged from program approval (Annex IV). After peaking at about 108.8 percent of GDP
this year, public debt is expected to decline to 99.6 percent of GDP by the end of the program
period. Therefore, over the medium-term, public debt would remain elevated and in distress in the
absence of a comprehensive restructuring of public debt.

23. The authorities are making progress in addressing the stock of arrears. Consistent with
the Fund’s non-toleration of arrears policy, the authorities have cleared their arrears to multilateral
creditors. With respect to bilateral official debt, the Paris Club has provided financing assurances to
Grenada and has agreed to discuss the treatment of its claims, and discussions continue with other
bilateral creditors on the restructuring of their claims. In compliance with the Fund'’s lending into
arrears policy, the authorities are also making a good faith effort to reach agreement with their

INTERNATIONAL MONETARY FUND 13



GRENADA

private creditors for missed coupon payments on the 2025 bonds. Arrears to public bodies will be
settled with Government paper or assets, while arrears to private suppliers will be paid in quarterly
cash installments. Finally, the authorities are working to regularize payment of membership fees to
regional and international organizations and have started to address arrears to these organizations.

Fiscal Structural Reforms

24.

Following the program'’s initial focus on the legislation required to strengthen the

fiscal policy framework, staff and the authorities agreed that the focus should turn to
implementation:

14

PFM implementation. Staff and the authorities agreed that approval of the regulations needed
to implement the new PFM legislation is critical (new structural benchmark for mid-2015;
MEFP114). The authorities will also receive technical assistance from the IMF to strengthen the
fiscal accounting and reporting framework to support implementation of the new PFM
framework.

Fiscal Responsibility Legislation. The legislation— which will transition Grenada to a rule-based
fiscal framework— is on track for approval by Parliament by end-2014 (structural benchmark).
To support implementation of the FRL legislation, staff and the authorities agreed that the
necessary regulations will be approved before end-June 2015 (new structural benchmark;
MEFPT15).

Debt management legislation. A new Public Debt Management bill is being drafted, with
technical assistance from the IMF, to establish a modern and robust legal framework for public
debt management (new structural benchmark; MEFP116). The authorities will also receive
technical assistance from the IMF and the World Bank in early 2015 to strengthen their debt
management capacity and develop a medium-term debt management strategy.

Reform of Statutory Bodies and State-Owned Enterprises. Staff and the authorities agreed that
bringing the reform strategy to its implementation stage will be critical to address fiscal risks
emanating from the weak financial position of a number of the SOEs. Discussions on the
implementation of the strategy will be undertaken during the second review.

Tax and Customs Administration. The authorities have reinvigorated their efforts to improve
revenue administration (MEFP118). With technical assistance from the IMF and CARTAC, the
authorities undertook a comprehensive diagnosis of the state of tax and customs administration,
which will be used to guide the reform agenda. Subsequent to the finalization of the report, the
recommended reforms will be discussed in the context of the second review. A new Customs Act
is under preparation and is expected to be finalized by end-2014, and the authorities indicated a
desire to introduce a new Tax Administration Act, to be finalized with IMF assistance, to unify
and ensure consistency between tax administration procedures across various taxes (new
structural benchmark). Finally, as part of the reforms to properly align incentives for
strengthened tax collection, Cabinet approved a decision to eliminate the bonus that tax
collectors receive on interest from tax arrears. The implementation of this decision required
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additional administrative measures, which the authorities have already completed as a prior
action for the first review (MEFPT18).

e Tax Policy. The authorities conducted a comprehensive review of Grenada's tax system, with
technical assistance from the IMF, and are considering the recommendations to simplify the tax
system and make it more modern, equitable and investment-friendly. To allow recent changes to
the tax system to take hold, further tax policy reforms will be discussed in the context of the
second review.

e Public sector modernization reforms. The authorities are committed to undertaking a strategic
review of the public sector and to develop a reform strategy to address its cost and efficiency
(June 2014 MEFPT20). As the reform timeline under the program was conditional on the
availability of technical assistance resources, the review is expected to take place slightly later
than initially expected (end-September 2015, new structural benchmark).

D. Strengthening Financial Stability

25. The impact of the debt restructuring on financial stability is expected to be contained.’
In cooperation with the ECCB, the regional supervisor of commercial banks, the authorities assessed
of the potential impact on the banking system and concluded that the banking system would
remain adequately capitalized following the debt restructuring.” Similarly, an initial assessment of
the ability of the insurance and credit union sectors to absorb the debt restructuring was conducted
by GARFIN, the supervisor of the nonbank financial sector. The results suggest that both insurers
and credit unions have limited exposure to government debt and would be able to absorb the
impact of the restructuring.

26. Regional efforts to strengthen the banking system are ongoing, but have progressed
slower than previously expected. ° The asset quality review (AQR) of all banks in the ECCU has
been delayed, but is moving ahead and the AQR for Grenada is tentatively scheduled to commence
in January 2015. Similarly, regional reforms to the legal and institutional framework for bank
supervision and regulation have taken longer than expected, but are now well advanced, with draft
legislation currently being finalized.

® Staff's detailed assessment of the potential impact of the debt restructuring on financial stability can be found in
IMF Country Report No. 14/196.

’ The assessment assumes that all debt subject to restructuring is restructured according to the terms in the two
indicative debt restructuring options announced by the Government of Grenada in March 2014, which include
haircuts on the face value of government securities of 60 and 50 percent, respectively.

& As elaborated in IMF Country Report No. 14/196, the regional strategy consists of three pillars: (i) banking sector
diagnostics to assess banks’ capital needs and viability, (ii) legal and institutional reforms to strengthen the banking
system and bring the regulatory framework in line with international standards, and (iii) bank restructuring and
recapitalization based on the results of (i).
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27. The authorities continue to strengthen regulation and supervision of the nonbank
financial sector. In addition to their participation in reforms to regionalize the regulation and
supervision of insurance companies (MEFP123), GARFIN is working to strengthen cooperation with
home country regulators to implement consolidation supervision. In the credit union sector, GARFIN
is participating in the Caribbean Association of Credit Union Supervisors, launched in August 2014
as the first step toward regional regulation and supervision of the sector. Moreover, together with
other ECCU members, Grenada is continuing to work toward finalizing and passing regionally
harmonized legislation for credit unions. Meanwhile, GARFIN is now conducting risk-based
supervision of credit unions, and has strengthened its supervision of pension funds.

28. The authorities recognize the importance of strengthening the framework for anti-
money laundering and countering the financing of terrorism (AML/CFT). With the launch of the
CBI program and increased international scrutiny over such programs, strengthened safeguards to
prevent financial integrity and security risks—including through adequate background checks of CBI
applicants and effective implementation of the AML/CFT framework targeted to the new
citizens—are critical to ensuring the sustainability of the CBI program. More generally, critical to a
further strengthening of Grenada’s AML/CFT regime will be the completion of a national money
laundering and terrorist financing risk assessment, for which the authorities have requested
technical assistance from the IMF.

I PROGRAM DESIGN AND FINANCING

29. No modifications are proposed to quantitative performance criteria or indicative
targets. For the variables monitored under the program— the public sector wage bill and
employment—a broadening of the variable definitions is proposed to capture all public employment
(TMUT17&18). New quantitative targets are proposed for end-June 2015 and end-December 2015,
unchanged from the earlier indicative targets (MEFP Table 1).” With respect to structural
benchmarks, new benchmarks are proposed to align the 2015 budget with the programmed fiscal
consolidation and to extend program conditionality to December 2015 (MEFP Table 2).

30. Exceptional financing available during the program is larger than anticipated at
approval of the arrangement. The World Bank approved a financing package for Grenada in June
that increased concessional resources available over the program period by US$5 million relative to
expectations at arrangement approval, to US$35 million (Annex III). The Caribbean Development
Bank also approved its 2014-17 financing package for Grenada. In addition, OPEC has disbursed
US$2.3 million to Grenada over and above expectations at arrangement approval.

% The quantitative performance criterion on domestic arrears at the time of approval of the arrangement has been
renamed to budget expenditure arrears for clarity. There is no change in coverage of criterion or the programmed
targets.
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31 Financing assurances are in place for the first review. After accounting for program
financing and the rollover of domestic short-term debt not subject to restructuring, the residual
financing needs are estimated at about US$285 million during 2014-15. These are covered by the
continued accumulation of debt arrears, while the authorities continue good faith debt restructuring
negotiations with all creditors in a transparent and equitable manner (in the context of a non-
disclosure agreement). It continues to be staff's judgment that there are adequate assurances that a
debt restructuring consistent with closing financing gaps under the program and restoring
Grenada'’s debt sustainability will be successfully completed in the short term.

32. Grenada’s capacity to repay the Fund remains adequate. Debt service to the Fund and
the disbursements profile remain unchanged and, in the absence of significant revisions to the
macroeconomic outlook, Grenada'’s capacity to repay the Fund will continue to depend on timely
and strong implementation of its ambitious program and on progress on the comprehensive debt
restructuring underway.

33. Risks to program implementation have abated somewhat with the authorities’
demonstrated commitment to reforms and with the legislation of the bulk of the fiscal
adjustment measures. However, risks due to capacity constraints, weaker than expected growth,
and natural disasters continue to be relevant. In addition, potential disruptions in the PetroCaribe
arrangement, which currently finances a notable share of the government’s social programs as a
grant inflow, could present a risk to the fiscal consolidation, although contingency financing from
the CBI inflows and the contingency measures identified by the authorities would be put in place to
avoid pressures on public debt.

B STAFF APPRAISAL

34. Overall program performance. The authorities have made a strong start toward tackling
the crisis and the macroeconomic imbalances that exacerbated it. The fiscal adjustment is on track,
and major structural reforms have been put in place to strengthen the fiscal framework. Broad
program ownership across Grenadian society has provided important support to program
implementation.

35. Fiscal policies. Strong fiscal performance has freed up some space this year to ease the
adjustment with growth-supportive capital investment, but continued vigilance is needed to ensure
that the pace of capital spending does not jeopardize future fiscal targets. The authorities are
encouraged to prioritize the use of any overperformance towards an early repayment of supplier
arrears, to ease the hurdles these create for the suppliers and the financial sector, including its
capacity to support growth. The 2015 budget will be an important milestone for advancing the fiscal
consolidation, and the timely approval of the additional consolidation measures critical for
generating the needed fiscal savings. As the negative demand impulse from the fiscal consolidation
is expected to deepen in 2015, adequate spending on targeted social safety nets will take on added
importance in protecting the most vulnerable.

INTERNATIONAL MONETARY FUND 17



GRENADA

36. Debt restructuring. A comprehensive restructuring of public debt remains an essential and
urgent complement to fiscal consolidation. Debt restructuring negotiations with all creditor groups
are proceeding and financing assurances remain in place. Staff continues to support the authorities’
intention to seek a substantial nominal reduction in the face value of public debt that, combined
with the ongoing fiscal consolidation, would put debt on a sustainable path towards reaching 60
percent of GDP by 2020. Looking ahead, strengthening debt management will be important to
support sustainable management of public debt.

37. Management of citizenship-by-investment (CBI) flows. Inflows from the CBI program
could provide meaningful support to fiscal financing and growth, but their transparent and prudent
management is paramount. While the magnitude of the inflows remains uncertain, staff and the
authorities agreed that a significant share will be used for general budget financing, especially the
repayment of supplier arrears and contingent financing needs. For the remaining inflows that are
channeled into the National Transformation Fund, the approval of clear guidelines for its
governance and spending will be important for the sustainable use of this public wealth.

38. Fiscal structural reforms. The authorities have shown determination and effort in
reforming the fiscal framework. The overhaul of the public financial management legislation has
signaled an important departure from budgetary practices in the ECCU region, and will reduce risks
of deviations from targeted fiscal outcomes. Similar far-reaching reforms are being finalized to
adopt fiscal responsibility legislation and tax incentive legislation. Approval of the delayed tax
incentive legislation remains critical to creating a more transparent environment for investment and
reducing fiscal costs. The authorities have also made a good start in addressing fiscal risks in the
rest of the public sector with the approval of the near-term action plan to reform statutory bodies
and state-owned enterprises and with the setup of a committee to spearhead the reform effort. The
government should finalize the strategy for addressing financial weaknesses in individual institutions
as soon as feasible, to minimize risks to the planned fiscal consolidation. The reform agenda going
forward is ambitious and will focus on full implementation of the reforms to the legislative
framework. It will also address weaknesses in a number of other areas, including revenue
administration, debt management and public sector modernization. Staff supports the authorities’
enhanced focus on strengthening tax and customs administration, as key to continued delivery on
the fiscal targets with fair burden-sharing.

39. Growth-supporting reforms. Reforms to strengthen Grenada’s competitiveness and
business environment have been launched as programmed. The authorities have approved a new
Investment Bill to streamline investment requirements and remove red tape, and have started
reforms to open up product markets. Going forward, the focus on implementing the investment law
by strengthening the institutional framework is appropriate. Reforms to improve cost
competitiveness remain critical for jumpstarting growth. While the ongoing fiscal consolidation and
public sector wage freeze could play an important role in improving Grenada's competitiveness,
addressing energy sector costs through reforms to the sector’s regulatory framework remain critical
to lowering input costs.
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40. Financial sector. Although more rapid progress in the regional strategy to strengthen the
banking system is desirable, regional reforms are advancing. In the nonbank financial sector, steady
progress continues to be made in strengthening the regulation and supervision of credit unions and
insurers. The results of the assessment of the potential impact of the debt restructuring on the
financial system are positive; however, close monitoring of the financial system, particularly as the
debt restructuring proceeds, should continue and emerging vulnerabilities should be proactively
addressed to guard against risks to financial stability.

41. Risks. Strong program implementation has put Grenada on the right path to overcoming its
crisis, but significant challenges remain and continued steadfast implementation will be needed to
put the Grenadian economy back on a sustainable trajectory. While risks remain, staff is confident
that the policy commitments of the government will achieve the return to fiscal and debt
sustainability, financial stability and the strengthening of competitiveness and growth prospects that
are the principal objectives of the authorities’ program.

42. Staff supports the completion of the first review under the ECF-arrangement and the
financing assurances review.
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Figure 1. Grenada: Recent Economic Developments
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Figure 2. Grenada: External Developments

The current account deficit widened significantly in 2013
due to a large-scale resort construction project.
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Except for 2013 when the large FDI-financed project took
place, the current account deficit has largely been
financed by debt-creating flows during the recent years...
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As a result, Grenada'’s external debt increased significantly
to about 150 percent of GDP in 2013 or more than 300
percent of GDP including FDI liabilities.
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Banks’ net foreign asset position improved in 2013,
reversing the deteriorating trend of the previous ten

years...
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Continued strong growth in deposits alongside the
contraction in credit has kept bank excess reserves at
historical highs...
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Figure 3. Grenada: Monetary Developments

....and has continued to improve in 2014 alongside both a
decline in bank foreign liabilities and increase in bank
foreign assets.

Commerical Banks Net Foreign Assets
(in millions of EC$)

800 r -700
600 -650
-600

400
-550
200 -500
-450

0
-400

-200
R r -350

NFA of banks =—Assets —Liabilities (rhs)

-400 = -300

2005M1
2005M5
2005M9

AN HNOH N HNA AN AN HIN D N
>>3>3>333333333333333322333
COORRRNNVVIDIDOOOAAANNN MM
000000000000 dd A
SO0 0000000005000 00000000
NNNNNNNNNNNNNNNNNNNNS NS

2013M9
2014M1
2014M5

... while nonresident deposits have continued to grow,
especially into savings deposits that are subject to the 3
percent interest floor.
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...but the decline in average deposit rates has been limited
given the regional floor on savings deposit rates.

Interest Rates
(in percent)
Lending Rate (Grenada)

10 ‘ \ / \
U.S. Bank Prime Rate

Policy Rate (ECCB)

6
6.1
4 \
- A\ It T
2 Deposit Rate (Grenada) —
0
2007 2008 2009 2011 2011 2012 2013 2014

Sources: ECCB and Haver Analytics.

22 INTERNATIONAL MONETARY FUND




GRENADA

Figure 4. Grenada: Fiscal Developments

Since the fiscal adjustment began in 2014, improved
revenue and restrained spending have, along with external
donor grants, supported the growth-inducing investments.
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...and current expenditure declined across most of
categories.
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Tax revenue has strengthened across all categories ...
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However, as the programmed fiscal consolidation
continues, public debt is expected to peak in 2014, ...
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Table 1. Grenada: Selected Economic and Financial Indicators, 2008-19

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Act. Prog. Proj. Proj. Proj. Proj. Proj. Proj.
(Annual percentage change, unless otherwise specified)
Output and prices
Real GDP 09 -66 -05 08 -12 24 11 12 11 17 20 24 25
Nominal GDP 89 -6.6 0.0 1.0 27 4.5 31 31 29 44 4.8 5.3 5.4
Consumer prices, end of period 52 -23 42 35 18 -12 17 0.6 13 1.8 17 1.8 18
Consumer prices, period average 80 -03 34 30 24 0.0 16 -06 13 16 19 20 21
Output gap (percent of potential GDP) 66 -12 -22 -20 -36 -20 -22 -17 -7 -14 -11 -06 0.0
Real effective exchange rate 64 -88 31 -09 -10 -23
(annual average, depreciation -)
(In percent of GDP, unless otherwise specified)
Central government balances
Revenue 242 228 246 236 208 210 249 249 250 245 253 254 255
Taxes 187 175 187 184 180 167 187 188 197 207 207 207 20.7
Non-tax revenue 21 20 19 18 17 30 16 23 15 15 23 24 25
Grants 33 33 40 34 11 14 46 38 37 23 23 23 23
Expenditure 283 280 282 288 267 284 31.0 309 279 256 262 262 262
Current primary expenditure 170 182 188 186 183 179 179 174 158 150 150 150 150
Interest payments 17 22 22 25 34 33 3.6 37 42 46 43 43 4.2
Capital expenditure 96 76 73 78 50 7.1 9.5 9.9 79 60 69 7.0 7.0
Primary balance -24 -30 -15 -27 -25 -40 -24  -24 13 35 35 35 35
Overall balance -41 -52 -36 -52 -59 -73 60 -60 -29 -11 -09 -08 -07
Public debt (incl. guaranteed) 844 917 97.6 1006 1039 1079 1113 108.8 108.0 1040 996 949 904
Domestic 228 272 280 317 358 369 421 363 328 309 290 271 253
External 616 645 695 689 682 710 69.2 725 753 730 706 678 651
Money and credit, end of period (annual percent change)
Broad money (M2) 4.1 33 04 1.0 0.9 4.0 14 47 29
Credit to private sector 12.0 4.5 5.6 22 02 -57 11 -34 0.9
Balance of payments
Current account balance, o/w: -280 -222 -221 -218 -192 -270 -238 -233 -196 -180 -189 -181 -174
Exports of goods and services 277 276 282 300 307 299 329 317 324 327 338 342 345
Imports of goods and services 547 468 492 508 495 561 547 534 498 478 495 491 487
Capital and financial account balances 306 297 241 247 198 281 9.0 90 143 155 177 153 145
FDI 163 133 78 55 39 136 7.9 7.6 7.8 75 92 9.8 103
Public sector borrowing (identified financing only) 18 35 42 01 11 59 -163 -129 -06 -17 -21 -24 -25
Banking system 63 -06 07 39 23 68 -02 -49 -10 -11 -11 -03 -03
Other (incl. errors and omissions) 6.2 136 113 153 125 154 176 193 81 107 117 8.3 7.0
Overall balance -16 21 -21 -55 -20 11 -149 -143 -53  -25 -12 -28 -29
Overall financing 16 -21 21 55 20 -10 -06 -26 -07 -08 -24 -09 -06
Financing gap 1/ .. 155 168 6.0 32 36 37 35
External debt (gross) 104.2 1148 1247 1371 1446 150.6 160.0 1614 163.7 163.6 1618 156.6 150.1
Savings-Investment balance -280 -222 -221 -218 -192 -270 -238 -233 -196 -180 -189 -181 -174
Savings 31 17 -01 -19 -29 11 2.0 12 3.0 30 66 9.0 114
Investment 311 239 220 199 163 281 258 245 226 210 255 271 288
Memorandum items:
Underlying primary balance 2/ 24 -30 -15 -27 -25 -46 -13 -18 13 35 35 35 35
Nominal GDP (EC$ million) 2,230 2,082 2,082 2,102 2,160 2,256 2265 2,325 2394 2,500 2,620 2758 2,906
Net imputed international reserves
Months of imports of goods and services 35 36 31 32 26 35 3.7 4.2 4.2 39 41 4.1 3.9

Sources: Country authorities; and Fund staff estimates and projections.
1/ To be closed through IMF and other IFls financing and debt restructuring.

2/ Excluding one-off items (windfall non-tax revenues and retroactive wage and pension payments).
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Table 2a. Grenada: Operations of the Central Government

(In EC$ million)

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Prog. Proj. Prog. Proj. Prog. Proj. Proj. Proj. Proj.
Total revenue and grants 539.3 4739 512.8 496.4 4493 474.7 564.9 579.1 581.5 597.6 603.3 611.3 6629 700.1 739.7
Revenue 465.0 4056 4289 4259 4256 4434 459.9 4910 5044 508.6 5474 5542 6031 6371 6733
Tax revenue 4181 3636 3883 3874 3879 37638 4231 4382 4664 4717 5079 5169 5417 5703  600.9
Taxes on income and profits 94.6 87.2 78.5 73.9 75.5 66.1 77.9 88.2 84.7 94.5 90.4 99.9 1048 1103 1162
Taxes on property 26.0 18.8 16.8 149 16.4 151 217 20.1 25.6 21.7 423 351 36.8 38.7 40.8
Taxes on goods and services 171.0 1442 1697 1744 1745 1705 1856 1891 207.2 2047 2174 2144 2247 2365 2492
VAT 1489 1221 1556 1617 1532 1575 1722 1727 186.1 1825 1955 1912 2003 2109 2222
Taxes on international trade 1265 1133 1233 1242 1215 1251 1379 1407 1490 1508 1578 1675 1755 1848 1947
Nontax revenue 46.8 418 40.4 384 37.6 66.7 36.8 52.8 37.9 36.9 395 373 614 66.8 724
Grants 74.3 68.3 83.9 70.5 237 313 105.0 88.2 77.1 89.0 55.9 57.1 59.8 63.0 66.3
Total expenditure and net lending 631.7 582.7 588.0 6052 576.3 639.8 701.2 719.6 652.1 667.0 633.6 639.3 6858 7221 760.7
Current expenditure 4168 4249 4368 4420 468.0 4793 4857 4887 4755 4786 4826 4883 5053 5299 5562
Wages and salaries 2008 191.2 1953 2319 2272 2435 250.5 2433 2266 2212 2201 2147 2250 2369 2496
Pensions and NIS contributions 424 40.8 415 40.7 44.0 46.9 52.9 53.6 484 489 49.9 50.5 53.0 55.8 58.8
Goods and services 847 86.0 109.2 75.1 86.4 75.9 75.9 69.4 73.7 703 714 714 74.9 78.8 83.1
Transfers 1/ 50.9 60.7 45.8 427 36.7 37.6 253 373 253 373 253 373 39.1 411 433
Interest payments 38.2 46.3 45.0 51.6 73.6 75.5 81.0 85.2 1016 100.9 1159 1143 1133 1173 1214
Capital expenditure and net lending 2149 1578 1513 1632 1084 1605 2156 2309 1765 1884 1510 151.0 1805 1923  204.6
Grant-financed 425 234 46.1 65.6 23.0 313 105.0 88.2 77.1 89.0 55.9 57.1 59.8 63.0 66.3
Non-grant financed 1724 1344 1052 97.6 854 1292 1106 1427 99.4 99.4 95.1 939 1207 1293 1382
Primary balance 2/ -543 -62.6 -30.3 -57.2 -53.4 -89.6 -55.3 -55.3 31.0 31.5 85.6 86.3 90.4 95.2 100.3
Overall balance -92.,5 -1089 -75.3 -108.8 -127.0 -165.1 -136.4 -140.5 -70.6  -69.5 -30.3 -280 -229 -221 -21.1
Public Debt 3/ 1,882.1 1,908.8 2,031.0 2,115.4 2,244.8 2,435.1 2,521.2 2,530.5 2,577.1 2,585.8 2,592.7 2,599.7 2,608.4 2,616.3 2,625.9
Memo items:
Nominal GDP (EC$ millions) 2,230 2082 2082 2102 2160 2256 2,265 2,325 2,338 2394 2437 2500 2620 2,758 2,906
Underlying primary balance (EC$ millions) 4/ -303 -57.2  -534 -1033 -289  -410 31.0 315 85.6 86.3 90.4 952 1003
Adjustment relative to the previous year (EC$ millions) -26.9 3.8 -499 62.1 62.2 59.8 72.5 54.6 54.9

Sources: Country authorities and Fund staff estimates.

1/ Historical revisions are made to record membership contributions to international and regional organizations on accrual basis for 2009-13, which were previously recorded on cash basis.
2/ The primary surpluses for 2017-19 would include revenue from the Citizenship by Investment program.

3/ Assumes no debt restructuring.

4/ Excluding one-off items (windfall revenues and retroactive wage and pension payments).
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Table 2b. Grenada: Operations of the Central Government

(In percent of GDP)

2008 2009 2010 2011 @ 2012 2013 2014 2015 2016 2017 2018 2019
Prog. Proj. Prog. Proj. Prog. Proj. Proj. Proj. Proj.
Total revenue and grants 24.2 22.8 24.6 23.6 20.8 21.0 24.9 24.9 24.9 25.0 24.8 24.5 25.3 254 25.5
Revenue 20.8 195 20.6 20.3 197 19.7 203 211 21.6 212 225 222 23.0 231 232
Tax revenue 187 175 187 184 18.0 16.7 187 18.8 19.9 197 20.8 20.7 20.7 20.7 20.7
Taxes on income and profits 42 42 38 35 35 29 34 3.8 3.6 39 37 4.0 4.0 4.0 4.0
Taxes on property 12 0.9 0.8 0.7 0.8 0.7 1.0 09 11 0.9 17 14 14 14 14
Taxes on goods and services 77 6.9 8.2 83 8.1 7.6 8.2 8.1 89 8.6 8.9 8.6 8.6 8.6 8.6
VAT 6.7 59 7.5 7.7 71 7.0 7.6 74 8.0 7.6 8.0 7.6 7.6 7.6 7.6
Taxes on international trade 5.7 5.4 5.9 5.9 5.6 5.5 6.1 6.0 6.4 6.3 6.5 6.7 6.7 6.7 6.7
Nontax revenue 21 2.0 1.9 18 17 3.0 1.6 23 1.6 15 1.6 15 2.3 24 25
Grants 33 33 4.0 34 11 14 46 38 33 37 23 23 23 23 23
Total expenditure and net lending 283 280 282 288 267 284 31.0 309 279 279 260 256 262 262 26.2
Current expenditure 187 204 21.0 21.0 217 21.2 214 21.0 20.3 20.0 198 195 193 19.2 19.1
Wages and salaries 9.0 9.2 9.4 11.0 10.5 10.8 111 10.5 9.7 9.2 9.0 8.6 8.6 8.6 8.6
Pensions and NIS contributions 1.9 2.0 20 19 2.0 21 23 23 21 20 20 20 20 20 20
Goods and services 3.8 41 5.2 3.6 4.0 34 33 3.0 32 29 29 29 29 29 29
Transfers 1/ 23 29 2.2 20 17 17 11 16 11 16 1.0 15 15 15 15
Interest payments 17 22 22 25 34 33 36 37 43 42 438 46 43 43 42
Capital expenditure and net lending 9.6 7.6 7.3 7.8 5.0 71 9.5 9.9 7.5 7.9 6.2 6.0 6.9 7.0 7.0
Grant-financed 19 11 2.2 31 11 14 46 3.8 33 37 23 23 23 23 23
Non-grant financed 7.7 6.5 5.1 46 4.0 5.7 49 6.1 43 4.2 39 3.8 46 47 48
Primary balance 2/ -24 -3.0 -1.5 -2.7 -2.5 -4.0 -24 -24 13 13 35 3.5 3.5 35 3.5
Overall balance -4.1 -5.2 -3.6 -5.2 -5.9 -7.3 -6.0 -6.0 -3.0 -29 -1.2 -11 -0.9 -0.8 -0.7
Public Debt 3/ 84.4 91.7 97.6 100.6 103.9 107.9 111.3 108.8 110.2 108.0 106.4 104.0 99.6 94.9 90.4
Memo item:
Nominal GDP (EC$ millions) 2,230 2082 2082 2102 2160 2256 2,265 2,325 2338 2394 2437 2500 2,620 2,758 2,906
Underlying primary balance (% of GDP) 4/ -1.5 -2.7 -2.5 -4.6 -1.3 -1.8 13 13 35 35 35 35 35
Adjustment relative to the previous year (% of GDP) -1.3 0.2 -2.1 2.8 28 2.6 3.1 2.2 2.1

Sources: Country authorities and Fund staff estimates.

1/ Historical revisions are made to record membership contributions to international and regional organizations on accrual basis for 2009-13, which were previously recorded on cash basis.

2/ The primary surpluses for 2017-19 would include revenue from the Citizenship by Investment program.

3/ Assumes no debt restructuring.

4/ Excluding one-off items (windfall revenues and retroactive wage and pension payments).
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Table 2c. Grenada: Operations of the Central Government, (Quarterly, 2014)
(Numbers are cumulative)

EC$m % of GDP
March June September December March June September December
Proj. Act. Prog. Act. Proj. Act. Prog. Proj. Proj. Act. Prog. Act. Proj. Act. Prog. Proj.
Total revenue and grants 128.7 