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I. Executive Summary
1.1 The present study was prepared to estimate the financial benefits to be generated by strengthening Public Financial Management in Trinidad and Tobago. In this context, through a Financial Appraisal methodology, one of the expected results of the Project is evaluated (Decrease from TT$ 6.241 billion to TT$ 0.0 billion - average balance in constant prices of the Suspense Account[footnoteRef:1]). The Program aims to improve the efficiency and effectiveness of the Government of the Republic of Trinidad and Tobago (GoRTT) to allocate public resources for public service delivery.  [1:  	This amount is representative as indicated by the fact that the average balance of the Suspense Account from 2001 to 2014 has remained stable at this average level, as seen in Table II below.] 

1.2 Assumption. On a conservative basis, it is estimated that the implementation of the Integrated Financial Management System (IFMIS) cashiering module at revenue collection offices will generate a financial benefit of US$ 4.78 million, to be accrued in 2018. This financial benefit is a result of calculating the opportunity cost[footnoteRef:2] of promptly releasing the funds from the Treasury Suspense Account.[footnoteRef:3]  The project benefit is estimated by calculating (i) the 30-day investment return of depositing the annual average amount held idle in the Treasury Suspense Account in a commercial bank account and (ii) the benefit from the use of such return investment to amortize the public debt.  [2:  	Opportunity costs are fundamental costs in economics, and are used in computing cost-benefit analysis of a project. Such costs, however, are not recorded in the account books but are recognized in decision making by computing the cash outlays and their resulting profit or loss. (http://www.businessdictionary.com/definition/opportunity-cost.html)]  [3:  	Most of the revenues are received in the Treasury Suspense Account and transferred to the Treasury Exchequer account when their sources of collection is identified and classified. Some funds received in offices with lack of automation, despite being promptly deposited in the Treasury Suspense Account, results in the information about the sources of collection being delayed several days to be provided to the Treasury. During this period, the Treasury cannot transfer these funds to the Treasury Exchequer account.] 

1.3 To calculate the benefit over the 20-year period, the project team assumed a constant interest rate over that period. This assumption is more conservative than interest rate estimations from the IMF, which projects an ascendant trajectory of interest rates for years 2014-2019 (8.6% to 10.4%) when estimating the effective interest rates to be paid by the Government on the public debt.  
[image: ]
Source: International Monetary Fund, Article IV for Trinidad and Tobago, Country Report No. 14/271, September 2014, Washington, DC, USA.
1.4 The project’s financial analysis presents an Internal Rate of Return (IRR) of 5% with a Net Present Value of US$ 21.57 million in 2035 (20 years). This justifies the US$40 million investment by the Inter-American Development Bank (IDB). Additional costs associated with IT infrastructure were also taken into consideration. From 2018 onwards, a maintenance cost will be included (licenses, upgrades, and program management). It is estimated that those costs are a 5% of the total cost of component 2 (representing approximately US$1.2 million).
1.5 Based on this financial appraisal, it is recommended to continue with the financial and technical support from the Bank, through the implementation of the Performance Monitoring and Public Financial Management Reform under the operation TT-L1042.
II. Introduction
2.1 This document presents the ex-ante financial analysis of the Support to Strengthen Trinidad and Tobago’s Public Financial Management System (TT-L1042, “the Project”), which will be implemented over the 2015-2019 period. The study calculates the financial benefit generated by the reduction of government amounts inactive in a temporary Treasury account denominated Treasury Suspense Account, waiting for the identification of their income sources, and then transferred to the Exchequer Treasury account (consolidated Treasury account) for payment purposes.    
2.2 The general objective of this project is to improve the efficiency and effectiveness of the Government of the Republic of Trinidad and Tobago to allocate public resources for public service delivery. The project’s specific objectives are improved: (i) strategic allocation of public resources; (ii) independence in the control and stewardship of public resources; and (iii) information management. The Project will finance the following activities, grouped in two components: 
2.3 Component 1: Support for PFM Modernization (US$8,506,000). This component seeks to contribute to the modernization of PFM procedural and legal frameworks for budget preparation and execution. To do so, the component will finance the following products:
a.	Development and implementation of a new budget classification based on a GFS-compliant Chart of Accounts. This will include: (i) support for the implementation of the new Chart of Accounts and budget classification system, including training MoFE staff on its use; and (ii) preparation of an IPSAS‑compliant Treasury accounting framework to operate with the new concepts introduced by the new Chart of Accounts, including update of accounting manuals as well as delivery of training courses on the new accounting framework and bookkeeping. 
b.	Development and implementation of institutional instruments to sustain PFM modernization efforts. This will include: (i) development and implementation of a Sustainability Strategy for PFM continual improvement; (ii) development and  implementation of a Change Management Strategy, including stakeholder coordination and communication; (iii) train-the-Trainer programs within core PFM areas including PPRD and the MoFE’s Budget and Treasury Divisions, as well as establishment of an e-Learning platform; and (iv) hiring of a Chief Technical Advisor to the Public Financial Management Modernization Unit to direct and coordinate Project activities.
c.	Design and implementation of an internal audit framework to improve PFM control, transparency, and reporting. This will include support for the implementation of recommendations of the Internal Audit report, and the corresponding training.
d.	Review and preparation of recommendations to strengthen the PFM legal framework. This will include the review of the Exchequer and Audit Act, existing PFM regulation, and recommendations on legislative and regulatory amendments to strengthen internal audit, budget classification, automation, and reporting standards. 
e.	Business process reengineering for budget preparation and execution processes. This will include the revision of existing business processes in view of automation and to prepare procedures manuals for Budget and Treasury Divisions personnel; with the aim of streamlining procedures including payment processing times.
2.4 Component 2: Support for IFMIS implementation (US$28,251,803). This component seeks to improve information management for PFM through implementation of an IFMIS. To do so, the component will finance the following:
a.	Establishment of a centralized IT governance framework within MoFE. This will include: (i) the development of the documentation of IT governance practices and procedures for PFM IT management; and (ii) the establishment of a training program for MoFE IT staff, including training for development and implementation of an IT Strategic Plan.
b.	Implementation of a commercial, off-the-shelf (COTS) IFMIS solution, including customization, data migration, and integration services. This will include: (i) the operationalization of the COTS IFMIS solution comprising the IFMIS software package; training for users and IT staff in the operation of the IFMIS solution including a train-the-trainers program; purchase of Data Center Hardware, and training of business analysts to analyze IFMIS-aggregated data; (ii) laptops and printers to operate the IFMIS; and (iii) implementation and roll out of a cash receipting system. The Project’s Program Management and contingency are estimated at $1,180,000 and $1,692,697, respectively.
Table 1 - Expected Outcomes
	Indicator
	Baseline
	Target


	Outcomes

	PEFA Performance Indicator 5 Classification of the budget
	C
	          B

	 PEFA Performance Indicator 12
Multiyear Perspective in fiscal planning, expenditure policy, and budgeting
	 C+
	B+

	 PEFA Performance Indicator 21
Effectiveness of Internal Audit.
	C
	B

	 PEFA Performance Indicator 22
Timeliness and Regularity of Bank reconciliation.
	C
	B

	Annual balance of the Suspense Account in constant prices
	TT$ 6.241 billion[footnoteRef:4] [4:  	This is an average in constant prices of the Suspense Account balance from 2001 to 2014, as indicated in the Annex II – Detailed Results Matrix.] 

	TT$ 0.0

	Intermediate Outcomes

	LM using the Integrated Financial Management System (IFMIS)
	0%
	100%


III. Assumption
	Assumption. On a conservative basis, it is estimated that the implementation of the Integrated Financial Management System (IFMIS) cashiering module at revenue collection offices will generate a financial benefit of US$ 4.78 million, to be accrued in 2018. This financial benefit is a result of calculating the opportunity cost[footnoteRef:5] of promptly releasing the funds from the Treasury Suspense Account. The project benefit is estimated by calculating (i) the 30-day investment return of depositing the annual average amount held idle in the Treasury Suspense Account in a commercial bank account and (ii) the benefit from the use of such return investment to amortize the public debt. [5:  	Opportunity costs are fundamental costs in economics, and are used in computing cost-benefit analysis of a project. Such costs, however, are not recorded in the account books but are recognized in decision making by computing the cash outlays and their resulting profit or loss. (http://www.businessdictionary.com/definition/opportunity-cost.html)] 



3.1 Context. The law requires that "all revenue" must be "identified by "source of origin" before it can be process as "received revenue" and deposited into the Treasury Exchequer Account (consolidated Treasury account). This is the reason why all receipts go first to the "Treasury Suspense Account" (temporary account where all revenues are deposited). At the end of any fiscal period, the balance in the Treasury Suspense Account reflects two things: a stock of "unclassified revenue" from previous years plus unclassified revenue in the current fiscal year.
3.2 All the systems were manual up to a few years ago, with errors with respect to "unclassified revenue" taking place from all sources. Now that both Inland Revenue and Customs have automated accounts for their tax receipts, the majority of current "unclassified revenue" is due to errors that emerge in the manual systems at the District Revenue Offices. In some cases, a mixture of taxes may be collected then bundled into one single deposit with little or no explanation of the components of the deposit. In other cases, deposits turn up with handwritten explanations which are unreadable, and believe it or not there are cases where there are simply deposits with no explanation of source or purpose. These remain "unclassified" and are kept in the Treasury Suspense Account. In principle, the cashiering system will require all collections to be categorized at source and according to the Chart of Accounts, and then submitted electronically. The result, in theory, is the elimination of unclassified revenue. 
3.3 The problem: At the moment, the GoRTT’s operational use of funds involves a two-step process. All revenue received by the GoRTT is deposited into the Treasury Suspense Account until such time as the revenue source and specific GoRTT receiver are identified. Once Treasury officials are able to identify the revenue source and intended GoRTT receiver and post them under the appropriate revenue headings, the revenue is transferred to (or swept into) the “Treasury Exchequer Account”. All GoRTT expenditure takes place through the Treasury Exchequer Account. In theory, the Treasury Suspense Account is supposed to be a temporary “way-station” of revenue destined for the Treasury Exchequer Account. Over time, however, large levels of revenue without an identified source or GoRTT receiver have accumulated in the Treasury Suspense Account. In essence, this means that the GoRTT is in receipt of revenue to which it has no access because the source and receiver of funds cannot be validated and, as such, the funds cannot be transferred to the Treasury Exchequer Fund. In effect, the Treasury Exchequer Account is underfunded by the amounts “on hold” in the Treasury Suspense Account. This results in the GoRTT overdrawing the Treasury Exchequer Account in the Central Bank, and making monthly interest payments on the overdraft amounts. 
3.4 Treasury reconciles its bank accounts every three months, on average. This process reconciles Central Bank data with revenue sources and allows for the identification of most, but not all, revenue in the Treasury Suspense Account. The bank reconciliation process at the Treasury is manual and uses multiple individuals to verify accuracy. However, even after reconciliation, there remain outstanding revenue amounts with unidentified sources and receivers, which remain in the Treasury Suspense Account, in some instances up to several years.
3.5 Table 1 provides a 14-year overview on GoRTT fiscal performance, including the consolidate balances of the Treasury suspense:
	Table II - Central Government Suspense Account
Constant Values

	Date
	Central Gov't Suspense Accounts
TT$ 
	Central Gov't Suspense Accounts
US$

	2001
	6,495,568,480
	1,014,932,575

	2002
	6,522,121,430
	1,019,081,473

	2003
	6,244,875,090
	975,761,733

	2004
	6,432,177,550
	1,005,027,742

	2005
	6,377,176,080
	996,433,763

	2006
	5,866,766,740
	916,682,303

	2007
	6,158,947,180
	962,335,497

	2008
	5,755,778,180
	899,340,341

	2009
	6,453,756,520
	1,008,399,456

	2010
	6,391,943,370
	998,741,152

	2011
	6,050,006,230
	945,313,473

	2012
	6,371,155,240
	995,493,006

	2013
	6,047,888,940
	944,982,647

	2014
	6,206,222,910
	969,722,330

	Average
	6,241,027,424
	975,160,535



3.6 The Solution: The impact of the introduction of an IFMIS on the Treasury Suspense Account, would be the following:
· Revenue data (source and receiver) will be coded at the point of payment using the IFMIS cashiering module. This will result in either the elimination of the balances in the Treasury Suspense Account; Real-time bank reconciliation data will exist to facilitate better cash management. 
· The availability of the funds promptly released will generate important financial returns to the GoTT.
· Fiscal deficit could be mitigated.
 
Methodology for the calculation of the opportunity cost of the funds promptly released from Treasury Suspense Account
3.7 The methodology for the estimation of the financial benefits, generated by the implementation of the IFMIS cashiering module, takes into consideration the following aspects:
a. According to GoTT information, in one fiscal year, the average time for funds staying idle in the Treasury Suspense Account is approximately 30 days. It is considered that during this 30-day period, the resources could be generating savings in the commercial banking system in Trinidad and Tobago of approximately 0.015068% per day[footnoteRef:6] (5.5% / 365). [6:  	The Treasury Division from the Ministry of Finance, informed the Project Team that the commercial banks in Trinidad and Tobago can provide special interest rates (5.5%) on deposits above TT$ 15 million in a fix-term basis, equal or superior to 30 days periods. ] 

b. The savings generated by this daily investment, if used to pay public debt, could be producing a reduction in the interest paid on the public debt at the end of one year.
c. The total investment of the Program was US$40 million. The Program interest rate is expected to be 1.47%[footnoteRef:7]. Additional costs associated with IT infrastructure were taken into consideration. From 2018 onwards, a maintenance cost will be included (licenses, upgrades, and program management). It is estimated that those costs are a 5% of the total cost of Component 2 (representing approximately US$1.2 million). [7:  	See IDB Current and Historic Loan Charges 
HTTP://idbdocs.iadb.org/wsdocs/getdocument.asp?docnum=35769969. The interest rate applicable for the first semester of 2015, according to the FFF / SCF – LIBOR USD was 1.15%, we have considered a 1.17% lending rate for this analysis. Including Credit fee (0.25) and Inspection and Supervision Fee (0.05%) the total interest rate is approximately 1.47%. Although the Bank is not currently charging the Inspection and Supervision Fee, in a conservative basis this fee was also considered for the estimation of the benefits from the project.] 

d. The Interest Rate of Return (IRR) was calculated using a period of 20 years (2015-2034) and a discount rate of 12%.
3.8 Calculation of the opportunity cost
Daily return
(i) FI – Financial Investment = TT$6.241billion 
(ii) DIR – Daily Interest Rate = 0.015068 %
(iii) DR - Daily Return = FI * DIR =   TT$ 6.241 billion * 0.015068 % = TT$ 940,393 
30 days return
(iv) TR – Total Return = DR * 30 = TT$ 940,393 * 30 = TT$ 28.21 million
(v) TR in US$ = US$ 4.40 million (1 USD$ = 6.4 $TT[footnoteRef:8]) [8:  	See Central Bank of TT (exchange rates) http://www.central-bank.org.tt/content/exchange-rates-daily. The exchange rate in 01/08/2015 was 1 US$ = 6.3388 TT$. From 04/08/2010 to 01/08/2015 the average exchange rate was approximately 6.38. ] 

3.9 Calculation of the financial return generated by decreasing the public debt principal
Considerations:
a. The annual interest paid on the public debt is approximately 8.6%[footnoteRef:9]. [9:  	http://www.imf.org/external/pubs/ft/scr/2014/cr14271.pdf page 38 Annex II.] 

b. In a simple conclusion, any decrease in the debt principal represents an impact of 8.6%, the same % paid on the interests.
RPD - Return in Public Debt
PDI – Public Debt Interest = 8.6% 4.40 million * 8.6% = US$397,110
3.10 Conclusion. The return investment from 30 days of the TT$ 6.241 billion released from the Treasury Suspense Account will generate savings of approximately US$4.40 million. Additionally, using this savings to pay a parcel of the public debt principal will generate a decrease in US$ 397,110 on the interest paid on the public debt principal. Both benefit combined will generate a total financial benefit of US$4.78 million accrued in 2018.
3.11 To calculate the benefit over the 20-year period, the project team assumed a constant interest rate over that period. This assumption is more conservative than interest rate estimations from the IMF, which projects an ascendant trajectory of interest rates for years 2014-2019 (8.6% to 10.4%) when estimating the effective interest rates to be paid by the Government on the public debt.
3.12 [bookmark: _GoBack]Base scenario. The program’s financial analysis presents an Internal Rate of Return (IRR) of 5% with a Net Present Value of US$ 21.57 million in 2035. This justifies the US$40 million investment by the Inter-American Development Bank (IDB). Additional costs associated with IT infrastructure were taken into consideration. From 2016 onwards, a maintenance cost will be included (licenses, upgrades, and program management). It is estimated that those costs are a 5% of the total cost of Component 2 (representing approximately US$1.2 million).
3.13 Based on this financial analysis, it is recommended to continue with the financial and technical support from the Bank, through the implementation of the Performance Monitoring and Public Financial Management Reform under the operation TT-L1042.
































Table III: Financial Analysis for Base Case Scenario 
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Sensitivity analysis
5.1 For the sensitivity analysis, the following scenarios were considered: 
Only 80% of the funds in the Treasury Suspense Account are released.
The interest rate paid on funds released decrease to 3.5%.

Table 3 – Savings Calculation and Sensitivity Analysis
	US$

	Scenarios / Details
	Treasury Suspense Account funds released
	Interest Rate
	Daily Savings
	30 days savings
	Public debt savings
	Total Savings

	1. Base Scenario 100% of the funds in the Treasury suspense account are released
	975,160,535
	5.5
	146,942
	4,408,260
	379,110
	4,787,370

	2. Only 80% of the funds in the Treasury Suspense Account are released.
	780,128,428
	5.5
	117,554
	3,526,608
	303,288
	3,829,896

	3. The interest rate paid on this funds released decrease to 3.5%
	975,160,535
	3.5
	93,509
	2,805,256
	241,252
	3,046,508

	4. Combination of both scenarios
	780,128,428
	3.5
	74,807
	2,244,205
	193,002
	2,437,207




Table 4: Results and Sensitivity Analysis Summary
	Indicators
	Base Scenario 100%  of the funds in the Treasury Suspense Account are released
	Sensitivity 1
Only 80% of the funds in the Treasury Suspense Account are released.
	Sensitivity 2 
The interest rate paid on this funds released decrease to 3.5%
	Sensitivity 3
Combination of both Scenarios

	Net Benefit (Present Value) US$ million
	21.57
	14.39
	9.56
	5.36

	Internal Rate of Return (%)
	5%
	4%
	3%
	2%



5.2 The results of the simulation do not modify the decision in relation to the viability of the Program, because the Net Benefit Accumulated in Present Value presents a positive result in each of the three different scenarios and the IRR also remains positive in the worst scenario, as shown in the following table:



Table 5: Financial Analysis Sensitivity 1
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Table 6: Financial Analysis Sensitivity 2
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Table 7: Financial Analysis Sensitivity 3
[image: ]
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1 3,911,780 3,911,780 $3,492,660.98 3,911,780 588,000 4,499,780 ($4,017,660.98) 40,000,000

2 7,587,561 7,587,561 $6,048,756.86 7,587,561 588,000 8,175,561 ($6,517,506.86) 40,000,000

3 4,408,260 379,110 11,263,341 16,050,711 $11,424,578.98 11,263,341 588,000 11,851,341 ($8,435,550.36) 40,000,000

4 4,540,508 390,483 8,618,659 13,549,650 $8,611,047.66 8,618,659 588,000 9,206,659 ($5,850,998.30) 40,000,000

5 4,676,723 402,198 8,618,659 13,697,580 $7,772,374.71 300,000 8,618,659 588,000 9,206,659 ($5,224,105.62) 40,000,000

6 4,817,025 414,264 5,231,288 $2,650,333.54 300,000 558,600 2,000,000 2,558,600 ($1,296,266.39) 38,000,000

7 4,961,535 426,692 5,388,227 $2,437,360.31 300,000 529,200 2,000,000 2,529,200 ($1,144,081.64) 36,000,000

8 5,110,382 439,492 5,549,874 $2,241,501.00 300,000 499,800 2,000,000 2,499,800 ($1,009,627.29) 34,000,000

9 5,263,693 452,677 5,716,370 $2,061,380.38 470,400 2,000,000 2,470,400 ($890,851.01) 32,000,000

10 5,421,604 466,257 5,887,861 $1,895,733.74 441,000 2,000,000 2,441,000 ($785,936.67) 30,000,000

11 5,584,252 480,245 6,064,497 $1,743,398.00 411,600 2,000,000 2,411,600 ($693,277.37) 28,000,000

12 5,751,779 494,653 6,246,432 $1,603,303.51 382,200 2,000,000 2,382,200 ($611,451.41) 26,000,000

13 5,924,333 509,492 6,433,825 $1,474,466.62 352,800 2,000,000 2,352,800 ($539,201.03) 24,000,000

14 6,102,063 524,777 6,626,840 $1,355,982.70 323,400 2,000,000 2,323,400 ($475,413.67) 22,000,000

15 6,285,125 540,520 6,825,645 $1,247,019.80 294,000 2,000,000 2,294,000 ($419,105.22) 20,000,000

16 6,473,678 556,736 7,030,414 $1,146,812.85 264,600 2,000,000 2,264,600 ($369,405.32) 18,000,000

17 6,667,889 573,438 7,241,327 $1,054,658.25 235,200 2,000,000 2,235,200 ($325,544.23) 16,000,000

18 6,867,925 590,641 7,458,566 $969,908.93 205,800 2,000,000 2,205,800 ($286,841.33) 14,000,000

19 7,073,963 608,360 7,682,323 $891,969.82 176,400 2,000,000 2,176,400 ($252,694.79) 12,000,000

20 7,286,182 626,611 7,912,793 $820,293.67 147,000 2,000,000 2,147,000 ($222,572.54) 10,000,000

TOTAL 103,216,919 40,000,000 152,093,565 $60,943,542.31 1,200,000 40,000,000 8,232,000 30,000,000 78,232,000 ($39,368,092.03)

IRR 5%

NPV 21,575,450
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1 3,911,780 3,911,780 $3,492,660.98 3,911,780 588,000 4,499,780 ($4,017,660.98) 40,000,000

2 7,587,561 7,587,561 $6,048,756.86 7,587,561 588,000 8,175,561 ($6,517,506.86) 40,000,000

3 3,526,608 303,288 11,263,341 15,093,237 $10,743,068.08 11,263,341 588,000 11,851,341 ($8,435,550.36) 40,000,000

4 3,632,406 312,387 8,618,659 12,563,452 $7,984,301.02 8,618,659 588,000 9,206,659 ($5,850,998.30) 40,000,000

5 3,741,378 321,759 8,618,659 12,681,796 $7,195,991.65 300,000 8,618,659 588,000 9,506,659 ($5,394,333.68) 40,000,000

6 3,853,620 331,411 4,185,031 $2,120,266.97 300,000 558,600 2,000,000 2,858,600 ($1,448,255.72) 38,000,000

7 3,969,228 341,354 4,310,582 $1,949,888.37 300,000 529,200 2,000,000 2,829,200 ($1,279,786.40) 36,000,000

8 4,088,305 351,594 4,439,899 $1,793,200.91 300,000 499,800 2,000,000 2,799,800 ($1,130,792.26) 34,000,000

9 4,210,954 362,142 4,573,096 $1,649,104.41 470,400 2,000,000 2,470,400 ($890,851.01) 32,000,000

10 4,337,283 373,006 4,710,289 $1,516,587.09 441,000 2,000,000 2,441,000 ($785,936.67) 30,000,000

11 4,467,401 384,197 4,851,598 $1,394,718.49 411,600 2,000,000 2,411,600 ($693,277.37) 28,000,000

12 4,601,423 395,722 4,997,146 $1,282,642.89 382,200 2,000,000 2,382,200 ($611,451.41) 26,000,000

13 4,739,466 407,594 5,147,060 $1,179,573.38 352,800 2,000,000 2,352,800 ($539,201.03) 24,000,000

14 4,881,650 419,822 5,301,472 $1,084,786.23 323,400 2,000,000 2,323,400 ($475,413.67) 22,000,000

15 5,028,100 432,417 5,460,516 $997,615.91 294,000 2,000,000 2,294,000 ($419,105.22) 20,000,000

16 5,178,943 445,389 5,624,332 $917,450.34 264,600 2,000,000 2,264,600 ($369,405.32) 18,000,000

17 5,334,311 458,751 5,793,062 $843,726.65 235,200 2,000,000 2,235,200 ($325,544.23) 16,000,000

18 5,494,340 472,513 5,966,854 $775,927.19 205,800 2,000,000 2,205,800 ($286,841.33) 14,000,000

19 5,659,171 486,689 6,145,859 $713,575.90 176,400 2,000,000 2,176,400 ($252,694.79) 12,000,000

20 5,828,946 501,289 6,330,235 $656,234.98 147,000 2,000,000 2,147,000 ($222,572.54) 10,000,000

TOTAL 82,573,534 40,000,000129,674,858 $54,340,078.29 1,200,000 40,000,000 8,232,000 30,000,000 79,432,000 ($39,947,179.16)

IRR 4%

NPV 14,392,899

Financial Analysis

Scenario 1 - Only 80% of the funds in the Treasury suspense account are released.
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Operating 

Activities

Investment 

Activities
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investmen

ts

Savings in 

reducing the 
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debt

Loan 

Disburseme

nt

IT 
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re

Costs 

Purchase of 

property, 

plant and 

equipment 

and/or 

intangible 

assest

Interest,   

Credit and 

maintenance 

fees

Loan 

Repaymen

t

1 3,911,780 3,911,780 $3,492,660.98 3,911,780 588,000 4,499,780 ($4,017,660.98) 40,000,000

2 7,587,561 7,587,561 $6,048,756.86 7,587,561 588,000 8,175,561 ($6,517,506.86) 40,000,000

3 2,805,256 241,252 11,263,341 14,309,849 $10,185,468.07 11,263,341 588,000 11,851,341 ($8,435,550.36) 40,000,000

4 2,889,414 248,490 8,618,659 11,756,563 $7,471,508.15 8,618,659 588,000 9,206,659 ($5,850,998.30) 40,000,000

5 2,976,096 255,944 8,618,659 11,850,700 $6,724,405.35 300,000 8,618,659 588,000 9,206,659 ($5,224,105.62) 40,000,000

6 3,065,379 263,623 3,329,002 $1,686,576.00 300,000 558,600 2,000,000 2,558,600 ($1,296,266.39) 38,000,000

7 3,157,341 271,531 3,428,872 $1,551,047.57 300,000 529,200 2,000,000 2,529,200 ($1,144,081.64) 36,000,000

8 3,252,061 279,677 3,531,738 $1,426,409.82 300,000 499,800 2,000,000 2,499,800 ($1,009,627.29) 34,000,000

9 3,349,623 288,068 3,637,690 $1,311,787.60 470,400 2,000,000 2,470,400 ($890,851.01) 32,000,000

10 3,450,111 296,710 3,746,821 $1,206,376.10 441,000 2,000,000 2,441,000 ($785,936.67) 30,000,000

11 3,553,615 305,611 3,859,226 $1,109,435.16 411,600 2,000,000 2,411,600 ($693,277.37) 28,000,000

12 3,660,223 314,779 3,975,002 $1,020,284.12 382,200 2,000,000 2,382,200 ($611,451.41) 26,000,000

13 3,770,030 324,223 4,094,253 $938,297.00 352,800 2,000,000 2,352,800 ($539,201.03) 24,000,000

14 3,883,131 333,949 4,217,080 $862,898.14 323,400 2,000,000 2,323,400 ($475,413.67) 22,000,000

15 3,999,625 343,968 4,343,592 $793,558.11 294,000 2,000,000 2,294,000 ($419,105.22) 20,000,000

16 4,119,614 354,287 4,473,900 $729,790.05 264,600 2,000,000 2,264,600 ($369,405.32) 18,000,000

17 4,243,202 364,915 4,608,117 $671,146.20 235,200 2,000,000 2,235,200 ($325,544.23) 16,000,000

18 4,370,498 375,863 4,746,361 $617,214.81 205,800 2,000,000 2,205,800 ($286,841.33) 14,000,000

19 4,501,613 387,139 4,888,752 $567,617.19 176,400 2,000,000 2,176,400 ($252,694.79) 12,000,000

20 4,636,661 398,753 5,035,414 $522,005.10 147,000 2,000,000 2,147,000 ($222,572.54) 10,000,000

TOTAL 65,683,493 40,000,000111,332,274 $48,937,242.36 1,200,000 40,000,000 8,232,00030,000,000 78,232,000 ($39,368,092.03)

IRR 3%

NPV 9,569,150

Financial Analysis

Scenario 2 - The interest rate paid on this funds released decrease to 3.5%

 12% Discount Rate

YEARS

(2016)

INFLOWS OUTFLOWS

Loan 

Balance

Operating

Activities

Financing Activities

TOTAL 

INFLOWS

INFLOWS

Present Value

TOTAL 

OUTFLOWS

OUTFLOW

Present Value
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and/or 
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e fees

Loan 
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1 3,911,780 3,911,780 $3,492,660.98 3,911,780 588,000 4,499,780 ($4,017,660.98) 40,000,000

2 7,587,561 7,587,561 $6,048,756.86 7,587,561 588,000 8,175,561 ($6,517,506.86) 40,000,000

3 2,244,205 193,00211,263,341 13,700,548 $9,751,779.17 11,263,341 588,000 11,851,341 ($8,435,550.36) 40,000,000

4 2,311,531 198,792 8,618,659 11,128,982 $7,072,669.26 8,618,659 588,000 9,206,659 ($5,850,998.30) 40,000,000

5 2,380,877 204,755 8,618,659 11,204,292 $6,357,616.00 300,000 8,618,659 588,000 9,206,659 ($5,224,105.62) 40,000,000

6 2,452,303 210,898 2,663,202 $1,349,260.80 300,000 558,600 2,000,000 2,558,600 ($1,296,266.39) 38,000,000

7 2,525,873 217,225 2,743,098 $1,240,838.05 300,000 529,200 2,000,000 2,529,200 ($1,144,081.64) 36,000,000

8 2,601,649 223,742 2,825,391 $1,141,127.85 300,000 499,800 2,000,000 2,499,800 ($1,009,627.29) 34,000,000

9 2,679,698 230,454 2,910,152 $1,049,430.08 470,400 2,000,000 2,470,400 ($890,851.01) 32,000,000

10 2,760,089 237,368 2,997,457 $965,100.88 441,000 2,000,000 2,441,000 ($785,936.67) 30,000,000

11 2,842,892 244,489 3,087,381 $887,548.13 411,600 2,000,000 2,411,600 ($693,277.37) 28,000,000

12 2,928,179 251,823 3,180,002 $816,227.30 382,200 2,000,000 2,382,200 ($611,451.41) 26,000,000

13 3,016,024 259,378 3,275,402 $750,637.60 352,800 2,000,000 2,352,800 ($539,201.03) 24,000,000

14 3,106,505 267,159 3,373,664 $690,318.51 323,400 2,000,000 2,323,400 ($475,413.67) 22,000,000

15 3,199,700 275,174 3,474,874 $634,846.49 294,000 2,000,000 2,294,000 ($419,105.22) 20,000,000

16 3,295,691 283,429 3,579,120 $583,832.04 264,600 2,000,000 2,264,600 ($369,405.32) 18,000,000

17 3,394,562 291,932 3,686,494 $536,916.96 235,200 2,000,000 2,235,200 ($325,544.23) 16,000,000

18 3,496,398 300,690 3,797,089 $493,771.85 205,800 2,000,000 2,205,800 ($286,841.33) 14,000,000

19 3,601,290 309,711 3,911,001 $454,093.75 176,400 2,000,000 2,176,400 ($252,694.79) 12,000,000

20 3,709,329 319,002 4,028,331 $417,604.08 147,000 2,000,000 2,147,000 ($222,572.54) 10,000,000

TOTAL 52,546,795 40,000,000 97,065,819 $44,735,036.63 1,200,000 40,000,000 8,232,000 30,000,000 78,232,000 ($39,368,092.03)

IRR 2%

NPV 5,366,945

Financial Analysis

Scenario 3 - Combination of both Scenarios

 12% Discount Rate

YEARS

(2016)

INFLOWS OUTFLOWS

Loan Balance

Operating

Activities

Financing Activities

TOTAL 

INFLOWS

INFLOWS

Present Value

TOTAL 

OUTFLOWS

OUTFLOW

Present Value
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DSA Figure 1. Tri

idad and Tobago: Public Sector Debt Sustaina

(in percent of GDP unless otherwise indicated)

ty Analysis - Baseline Scenario

Debt, Economic and Market Indicators ¥/

Actual Projections As of April 29, 2014
2003-2011 2012 2013 2014 2015 2016 2017 2018 2019 Sovereign Spreads
Nominal gross public debt 212 210 160 164 195 234 279 329 383 EMBIG (bp) 3/ 167
Public gross financing needs 05 23 47 23 49 5.5 6.0 6.5 7.0 5YCDS (bp) na.
Real GDP growth (in percent) 51 03 15 22 22 19 18 18 18 Ratings Foreign Local
Inflation (GDP deflator, in percent) 6.6 13.0 53 37 19 10 11 15 20 Moody's Baal Baal
Nominal GDP growth (in percent) 121 133 6.9 59 41 29 3.0 33 38 S&Ps A A

Effective interest rate (in percent) ¥/ 13.0 114 88 86 91 96 98 104 104 Fitch na. na.





