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“The status quo is the enemy”
2014 Bermuda Budget Highlights

“The status quo is the enemy! If we don’t change, there will be no improvement. If we don’t change, we will
only get more of the same...” The Minister of Finance The Hon. Bob Richards, JP, MP

Points of interest: Budget highlights:

Summary Actual 2012/13 Original Revised Estimate
e Deficit of $267m, down from $332m estimate estimate 2014/15
2013/14 2013/14 $°000

¢ Net debt $2.185b, up from $1.988b

® $70m (7%) reduction in current account expenditure
excluding interest, sinking fund contributing

Revenue
* “We are being conservative with our revenue estimates (37.625) (47,693)
The revenue forecast for 2014/1 5.of $901..7m reflects very Capital expenditure (63,474) (84,609) (61,945)
little change over the 2013/14 revised estimate of $892.6m. o
This minimal growth is concentrated in tax on sale of land to Budget deficit (225,889) (331,593)  (332,999) (267,267)
non-Bermudians, customs duty, stamp duty and payroll tax.
Other specifics: Financial position summary:
e No changes in tax rates apart from a 5% biennial 2011/12 2012/13 Revised Estimate
adjustment of most Government fees Estimate 2014/15
e Subsidies currently in place for the hospitality, restaurant 2013/14
and retail sectors will remain in place for the next fiscal
year

e Tax initiatives started last fiscal year will also continue into
the next fiscal year: the reduction of taxes on the purchase
of Bermuda property by non-Bermudians and tax breaks for
employers who hire unemployed Bermudians Sinking fund 114,747 532,700

Debt Statutory debt limit 1,250,000 1,250,000 2,500,000 2,500,000

e Gross public debt as at March 31, 2015 will stand at

$2.185bn and debt, net of the Sinking Fund, will stand at  LXpenditure _ o
$1.988bn e Decrease in total current account expenditure by 7% or $70m (excluding interest

on debt and sinking fund contributions)

e In 2014/15 Government will draw from the Sinking Fund . o o
e Spending cuts across the board for all Ministries. A notable exception is an

to pay off $120m in private placement notes, reducing

debt costs by $7m increase in spending of $7m in financial assistance spending by the Ministry of
Community, Culture & Sports
Growth ¢ Forecast reductions of $10m for Advertising & Promotion and $20m for Professional

Services. $26m reduction in salaries offset by $25m increase in grants and
contributions primarily caused by the establishment of the new Tourism Authority

e Capital expenditures stay in-line with 2013/14 estimates

¢ A budget deficit $267m is projected for 2014/15, reduced from $332m for 2013/14

e Interest on debt to increase to $114m for 2014/15 from a revised estimate of $110m
in the prior year

e Public-Private Partnerships will be examined to finance airport and other
capital projects

e The declining population in Bermuda is inhibiting economic
growth. In order to grow GDP the Minister highlighted
the need to increase the resident population through
liberalisation of immigration policy to allow easier entry of
persons with financial or intellectual capital

¢ |In order to obtain sufficient capital to recover, we need to
look outside Bermuda through reconsideration of 60/40 rule

" “The Minister outlined the serious position that Bermuda is facing and the need to make changes. He outlines an expected 15%
cost reduction plan over 3 years and is counting on SAGE Commission initiatives plus future revenue growth to bring the
budget back in balance.”

- Tom Miller, Managing Director, PwC Bermuda and PCS Leader
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“We provide a broad range of Audit and Business Advisory Contacts:
Services to help organisations design, manage and execute Tom Miller Anton Schmitz
. . . . Managing Director, PWC B Gl ior i
lasting change in order to maximize value. Our team brings anaging Director, PwC Bermuda Senior Manager, Audit &
h I . land ind il hel and Private Company Services Leader Advisory Services
together a full range of functional and industry skills to help +1 (441) 299 7102 O 1 (441) 2957170
s ;. ”
you succeed in the current environment. _ RS EeT S ——

PwC Bermuda helps organisations and individuals create the value they’re looking for. We’re a member of the PwC network of firms in 157 countries with
more than 184,000 people who are committed to delivering quality in assurance, tax and advisory services. Tell us what matters to you and find out more by

_i visiting us at www.pwc.com/bm
© 2014 PricewaterhouseCoopers Ltd. (a Bermuda limited company). All rights reserved.
pwc PwC refers to the Bermuda member firm, and may sometimes refer to the PwC network. Each member firm is a separate legal entity. Please see
www.pwc.com/structure for further details.



