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Introduction:

The United Arab Emirates Government Finance Statistics Reports
are prepared according to the Government Finance Statistics
Manual 2014 issued by the International Monetary Fund, which is
in line with the concepts and terminology used in the System of

National Accounts 2008 issued by the United Nations.
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Purpose of Creating the Guide:

This manual is the approved methodology for the Macro Fiscal
Policy Department at the Ministry of Finance for preparing the
United Arab Emirates Government Finance Statistics Reports,
which clarifies the scope, coverage, and process for collecting and

consolidating data from various sources.
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Concepts and Definitions:
Terms and concepts are used by the Government Finance
Statistics Manual (GFSM2014) and the System of National

Accounts (SNA2008).
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The Economic Sectors:
According to the international classification of the United
Nations, the economy is divided into five main economic sectors:
® The General Government Sector: Consists of entities that fulfill
the functions of government as their primary activity.
® The Nonfinancial Corporations Sector: consists of resident
institutional units that are principally engaged in the
production of market goods or nonfinancial services.
® The Financial Corporations Sector: Consists of entities engaged
in providing financial services for the market.
® The Nonprofit Institutions Serving Households Sector: Consists
of all resident nonprofit institutions that provide nonmarket
goods or services to households. Except those controlled and
mainly financed by the government.

® The Households Sector: This consists of small groups of
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persons who share the same living accommodation, who pool
some, or all of their income and wealth, and consume certain

types of goods and services collectively.
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The General Government Sector:
Consists of all government units and all nonmarket NPIs that are
controlled and mainly financed by government units. The General
Government sector consists of several subsectors:
® (Central Government: The central government authority
extends over the entire territory of the country. It can impose
taxes on all resident institutional units and nonresident units
engaged in economic activities within the country. The
central government is typically responsible for providing
collective services for the benefit of the community, such as
national defense, foreign affairs, and internal security.
® State, Provincial, or Regional Government: They are
governmental units that exercise authority independently of
the central government, in a part of the state's territory that
includes several smaller localities. The legislative, judicial,
and executive powers of the state government extend only
over the entire area of the state, but do not extend to other
states.
® lLocal Government: The local governments consist of
governmental units that exercise independent authority in
various urban and rural areas, or both, within the state's
territory. The authority of the local government is limited to
the smallest geographical areas, and the jurisdiction of this
government is much smaller than that of the central

government or state government.
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Government units:
These institutional units carry out the functions of government as
their primary activity. The principal economic functions of

government units are: 1. have legislative, judicial, or executive

P8 | JENNPRN
yaiy Lt gl bLAIS 2egSall aillsgy pgdl Tusuia Slumg A

fely

16 ~3



https://talbia-it.mof.gov.ae/smartit/app/#/incident/IDGAA5V0F9SGMAS8IZIGS7IBIVDE4Q

2SI AW bl 31

2 sl e'éj
2024-08-15 /ID175821  :llal) e jli g calhal) 28

authority over other institutional units within a given area. 2.
Assume responsibility for the provision of goods and services to
the community as whole or individual households on a nonmarket
basis. 3. Make transfer payments to redistribute income and
wealth. 4. Finance their activities, directly or indirectly, mainly
using taxes and other compulsory transfers from units in other
sectors. All government units are members of the general

government sector.
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Institutional unit:

Is an economic entity that is capable, in its own right, of owning
assets, incurring liabilities, and engaging in economic activities
and in transactions with other entities also known as Autonomous
Agencies. Here are the main general characteristics of
institutional units:

* The ability of an institutional unit to own goods or assets in its
own right means that it is also able to exchange the ownership of
goods or assets in transactions with other institutional units.

* An institutional unit can make economic decisions and engage
in economic activities for which it is itself held directly responsible
and accountable by law.

* An institutional unit can incur liabilities on its behalf, take on
other obligations or future Commitments, and enter into
contracts.

¢ It shall have a complete set of accounts, including a balance

sheet of assets, liabilities, and net worth.
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Social Security Fund:

Is a particular kind of government unit that is devoted to the
operation of one or more social security schemes. A social security
fund must satisfy the general requirements of an institutional
unit. That is, it must be separately organized from the other
activities of government units, hold its assets and liabilities

separately, and engage in financial transactions on its account.
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Nonprofit Institution (NPI):

Is a legal or social entity created to produce or distribute goods
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and services, but it cannot be a source of income, profit, or other
financial gain for the institutional units that established,
controlled, or financed them. It is characterized by the following
features:

® Established by households, governments, or corporations.

® Contributes to market or non-market production.

® May be classified as part of the corporate sector or part of the

general government sector depending on the units it controls

or finances primarily.
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Corporations:

Are defined as entities that can generate a profit or other financial
gain for their owners, are recognized by law as separate legal
entities from their owners and are set up for purposes of engaging

in market production.

N YA

eaaSIN o I3 2 of gyl Bz e Byalall UL Lol
LeSIle e Wi digild SLLSS Gg3lall L Bang (LeSIW UL
Bound! 7 ! Auylan Bt Lt

Quasi-corporation:

Is either (1) an unincorporated enterprise owned by a resident
institutional unit that has sufficient information to compile a
complete set of accounts and is operated as if it were a separate
corporation and whose relationship to its owner is effectively that
of a corporation to its shareholders. Or (2) an unincorporated
enterprise owned by a nonresident institutional unit that is
deemed to be a resident institutional unit because it engages in a
significant amount of production in the economic territory over a
long or indefinite period. These entities are not incorporated or
legally constituted, but function as if they were corporations. They

are treated as corporations in GFS.
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Economically significant prices:
Are prices that have a significant influence on the amounts the
producers are willing to supply, and on the amounts that

purchasers wish to buy.
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Market output:
Consists of goods and services that are sold at economically

significant prices.
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Nonmarket output Transaction:
Consists of goods and services that are supplied free or at prices

that are not economically significant.
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Transaction:

Itis an interaction between two units based on mutual agreement.
Mutual agreement implies that both units have prior knowledge
of the transaction and have consented to it. However, it does not
necessarily mean that the units entered into the transaction
voluntarily, as tax payments are considered transactions despite
being mandatory. There is an acknowledgment and acceptance

from society regarding the obligation to pay taxes.
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Other Economic Flow:
Itis a change in the size of assets or liabilities or their value, which
is not the result of a transaction, but rather from other factors

such as price changes, destruction, and natural disasters.
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Revenue:
Transactions that increase the net worth of the general

government sector.
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Expense:
Transactions that decrease the net worth of the general

government sector.
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Net Worth:
The total value of owned assets by the government, minus the

total value of liabilities.
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Time of recording:

The Government finance statistic manual uses the accrual basis in
which the flows are recorded at the time economic value is
created, transformed, exchanged, transferred, or extinguished. In
other words, the effects of economic events are recorded in the
period in which they occur, irrespective of whether cash was

received or paid or was due to be received or paid.
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Residence:

Residence is define from an economic perspective rather than a
legal one. The primary criteria for determining the residence of an
entity is the center of economic interest, which is defined as
having a residential place, production site, or other locations
within the economic territory of a country where it engages in or
conducts economic activities and transactions on a wide scale
intending to continue them for an indefinite or defined period,

although they are usually long-term.
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Scope of Application:

The Coverage in the United Arab Emirates

® Central Government: Articles Nos. 45 and 47 of the United
Arab Emirates (UAE) Constitution outline a hierarchy of federal
authorities, with the Federal Supreme Council (FSC) holding
the highest authority. The FSC is responsible for overseeing the
general policy in all matters of the federation, endorsing
various federal laws, inclusive general fiscal budget laws,
federation accounting balances, and other legislations and
special laws throughout the federal government. Based on the
legislations, constitution articles, distribution of authorities,
and as per the sectoral division in the Government Finance
Statistics manual, issued by the International Monetary Fund
(IMF), the Federal Government is considered to be the Central
Government, as the Federal Government provides services
throughout the UAE and has the authority to impose fees or
taxation.

® The Central Government is divided into two major

components, according to sector-based classification:

- Budgetary Central Government: The Central Government
within the budget is composed of a central group of
ministries working within the jurisdiction of the Federal

Government funded by the General Government Budget.

- Extra-Budgetary Central Government: This is composed of
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institutional units working under the jurisdictions of the
Federal Government; established under federal decrees with
an autonomous legal status with a certain degree of
independence, particularly administrative and financial
independence. The institutional units are gear to help and
assist ministries and Federal Government institutions in
implementing their policies and programs. Most of its
funding is dependent on grants and self /sustainable income
and fees. In the event of facing a budget deficit or surplus, it
will be transferred to /or funded by the General Treasury.
® Social Security Funds:  The General Pensions and Social
Security Authority is the regulatory body for social security for
the federal government and the governments of the Emirates,
except for the Emirate of Abu Dhabi, which has its own Abu
Dhabi Pensions Fund dedicated to the employees of the Abu
Dhabi government.
® State Government (Emirates Governments): this includes the
seven Emirates, whether in or outside the budget.
Note: This report only includes data for the general government
at the UAE level and does not include data about the public
sector, which consists of profit-making companies owned or
controlled by the government. Additionally, the coverage does

not include non-profit institutions controlled by the government.
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The following diagram illustrates the coverage and sectoral
distribution for various levels of the general government in the

UAE.
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General Government

Sector

[

Social Security Funds State Government Central Government
General Pension and (Emirates Government) (Federal Government)
Social Security Authority
Abu Dhabi Pension Fund)

]
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The accounting records are considered the main source for
collecting data from the federal government, federal independent
entities, UAE governments, the General Pensions and Social
Security Authority, and the Abu Dhabi Retirement Fund.
Hereunder is the list of items for the data sources used for each

financial indicator.
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Revenue:

® Taxes (11): are define as compulsory payments without
consideration payable to the government from institutional
units. In the United Arab Emirates, taxes primarily consist of
taxes on oil and gas producers, taxes on foreign banks
operating in the country, value-added tax (VAT), excise taxes,
hotel taxes, tobacco taxes, customs duties, and some licenses
and fees classified as taxes because the cost of providing the
service or license is relatively low compared to the fee paid.

® Social contributions (12): are payments made by employers on
behalf of their employees or by the employees themselves.
They ensure the entitlement of contributors, their dependents,

and heirs to receive social benefits. Contributions can be
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mandatory or voluntary. The records of General Pension &
Social Security Authority and the Abu Dhabi Pension Fund are
considered the main source of data for social contributions,
primarily consisting of contributions made by insured
individuals for their accounts and the government's share in
the authority's programs.
Grants (13): current or capital transfers receivable by
government units from other government units, international
organizations, or foreign countries without consideration.
Since the United Arab Emirates is a donor country, this revenue
does not apply to it. On the other hand, at the level of transfers
between different government levels, grants are available
through the contributions of UAE governments to the federal
government's budget, whether in the form of cash
contributions (current) or service contributions (capital).
However, these transactions are eliminated when aggregating
data at the UAE level through a process called data
consolidation.
Other revenues (14): this includes other revenues from
properties income, sales of goods and services, fines, penalties,
and other miscellaneous and unidentified revenues.
Property income: This includes revenues receivable in
exchange for placing financial assets or natural resources at
the disposal of another unit (such as interest, distributed
profits, and royalties).
Sales of goods and services: Comprises sales by market
enterprises, administrative fees imposed on services,
occasional sales by non-market enterprises, imputed sales,
as well as all administrative fees collected through ministries
and various local departments.
Fines, penalties, and forfeitures: Consists of revenues
obtained from judicial rulings, court decisions, and other

violations such as traffic fines, municipal fines, and others.

Miscellaneous other revenues: Include revenues that do not
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fall under other revenue categories and cannot be classified
elsewhere.

- Premiums, fees, and receivables related to life insurance and
unified guarantees systems: Comprises life insurance
premiums payable to insurance systems to provide insurance
entitlements against risks, receivables for beneficiaries of
insurance systems, and fees payable in exchange for issuing

unified guarantees.
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Expenditures:

® Compensation of employees (21): is the total remuneration, in
cash or in kind, payable to a government employee in return
for work done during the accounting period, It includes both
wages and salaries and social contributions made on behalf of
employees to social insurance schemes. The accounting
records of the Federal Government and finance departments in
the Emirates Governments is a sufficient source to cover the

items of this indicator.

® Use of goods and services (22): This category consists of goods
and services used for the production of market and nonmarket
goods and services except for own-account capital formation.
This indicator is composed of all the items pertaining to
services and commodities needs, as they appear in the Federal
Government and Emirates Government records as
maintenance expenditures, consultancy contracts, travel
tickets, telecommunications, post, electricity and water
expenses, and others.

® Consumption of fixed capital (CFC) (23): is the reduction in the
value of fixed assets due to usage or limitations. The
evaluations of the consumptions are calculated according to

the average of the current prices during specified or concerned

time intervals. This indicator is available for the Government
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that uses the accrual principle of accounting only, where the
data of the depreciation found in the accounting ledgers is
considered as the source of this data.

Interest (24): is payable by units that incur certain types of
liabilities (deposits, bonds, loans, and other debt accounts
requiring interest payments). The main source of data for this
item is the payment of interest on issued sukuk.

Subsidies (25): are current unrequited payments that
government units make to enterprises based on the levels of
their production activities or the quantities or values of the
goods or services they produce or sell. Subsidies are payable to
producers only, not to final consumers, and are current
transfers only, not capital transfers. In the UAE, the Federal
Government and the Emirates Governments transfer subsidies
to the owned companies, associations, and clubs who are
producers NOT consumers.

Grants (26): These are current or capital transfers payable by

government units to other government units or to
international organizations or foreign governments. The main
source of data for this item is the aid provided by the
government to other countries or international organizations,
as well as transfers from the federal government and other
Emirates entities. Regarding transfers between the federal
government and the various Emirates governments, these
transfers do not appear when preparing data at the UAE level

due to the consolidation process and the elimination of intra-

governmental transactions.

Social benefits (27): These are current transfers to households
to meet living and social needs, such as in cases of illness,

retirement, housing provision, education, healthcare, and
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others. They include government transfers to its employees
through retirement and social insurance programs. Household
transfers data from the federal government and Emirates
Governments such as housing assistance, electricity and water
subsidies, and others. Social benefits also includes transfers to

retirees and end-of-service benefits.

Other expenses (28): all the miscellaneous expenditures that
cannot be elsewhere classified or referred to any of the
previous list of expense classification.

Transactions in assets and liabilities: the data of assets and
liabilities are availed on the level of transactions only (flow),
but stocks data (balance sheet items) is not available from
current sources.

Non-financial assets (31): these are comprised of all the assets
with the exception of financial assets, and this includes the
fixed assets (buildings, constructions, machinery, equipment,
and other fixed assets) plus the non-produced assets,
inventories, and valuables, which are portrayed on the level of
acquisitions, sales, consumption of fixed capital.

Financial assets (32): these are comprised of currencies and
deposits, securities (without shares), loans, shares and
properly shares, technical guarantees reserves, financial
derivatives, and other accounts receivables. Data is collected
and compiled from accounting records of the Federal
Government and the Emirates Governments where data and
information available bank accounts, loans,

are on

investments, and whatever is related to financial assets.

Liabilities (33): These are basically in the form of currencies
and deposits, financial securities (without shares), loans,
shares, technical guarantees reserves, financial derivatives,
and other accounts payables. The data from these items are
gathered, from the records of the Federal Government and the

Emirates Governments, whenever available on liabilities, most
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important of which are the loans, bonds, short-term securities,

payables and whatever relates to liabilities.

Functional classification of expenditures:

The government functions classification for expenditures uses
expense transactions and transactions in non-financial assets to
classify government expenditure. The data is sourced by various
ministries, independent entities, and emirate government
departments. Then its classified by function and prepared
according to the expenditures of each entity separately at the

aggregate level.
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Data compiling and processing:

The data is processed through several stages from identifying the
sources, to preparing statements and tables. The operation of data
preparation goes through the following steps:

1. Identification and specification of Government sectors and
institutional units that form the Government sector, this is
done by using the Decision Tree, which helps in classifying
and identifying the sector that the institutional units and the
Government units belong to.

2. Mapping the chart of accounts (COA) of the Federal
Government and each Emirates Government with the
classifications according to the Government Finance Statistics
(GFS) classifications. This process provides a method to
convert and prepare data according to the classifications of
Government Finance Statistics without affecting the

accounting classifications for each government unit.
3. Preparation of financial Statements using set tables as per the
Government Financial Statistics Manual 2014.

4. Consolidation of data, and removal of intra-transactions

among Government units, on the federal and Emirates levels.

5. Compile and process the data through the UAE Gate for

Government Finance Statistics by following these steps:
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— Compile data from different sources and inform the Ministry of

its readiness.

— Upload data to the system using MOF approved forms. Or by

extracting the data through IT department.

— Review and audit data from technical specialists at the
Ministry, in order to either approve or refuse data. In the event
of refusing the data, it will be removed or amended; so that the
modified data is uploaded or extracted again for review and

approval.

— Once the data approval for all entities are complete, it is
transferred to the reporting system. Where the final report
forms and the indicator-based formulas have been designed

according to the recommendations of the GFSM2014.

— Providing the system with consolidation data to eliminate

inter-government  transactions between the federal
government and independent entities on one hand, and
between Emirates governments and the federal government on

the other hand.

— Extracting the consolidated final report at the UAE level

through the reporting system for review and approval.
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Quality of Data:
The Ministry of Finance works diligently to prepare government
financial statistics at the national level, aiming to enhance data
quality through the following steps:
® Updating the coverage and comprehensiveness of data,
for the UAE consolidated report.
® Receive and process the data electronically, through UAE
Gate for Government Finance Statistics which provides a
practical methodology to verify the credibility of the data
and review it .

® Reviewing data and cross-matching it with other sources,
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such as the audited data and the final accounts.
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Review and Development of the Guide:

Macro Fiscal Policy Department is responsible for the review and

development of the Manual whenever necessary.
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