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Our Ref No. DB/479/50

Budget Department,

Ministry of Economic Planning & Budget,
Akure. i

i 2, November, 2017.

CIRCULAR LETTER TO:

The 'Chief of Staff to the Governor,

The Senior Special Assistant to the Deputy Governor,
All State Commissiohers,

The Secretary to the State Government,

The Head of Service, '

Spécial Advisers,

Chairmen of Commissions, Boards & Parastatals
All Permanent-Secretaries,

The Clerk of the House of Assembly,

The State Auditor-General,

The State Accountant-General,

The State Statistician-General,

Tutors General,

The Chief Registrar, Ondo State Judiciary,
Registrars of State Owned Tertiary Institutions,

All Heads of Extra-Ministerial Departments.

2018 ADVANCE PROPOSALS AND DRAFT ESTIMATES: CALL CIRCULAR

Introduction

The constitution of Federal Republic of Nigeria provides that an annual budget
be prepared and placed before the House of Assembly for appropriation for a given
financial year. This has, therefore, set the basis for the Ministry of Economic Planning

and Budget to commence preparation of 2018 Budget Estimates. This budget call




circular will provide guidance and clarity on the criteria for admission o —e nel,

overhead, special programmes and capital projects into the'budget. It wall also discuss

how best to complete next fiscal year's budget proposal within the available buco=t
‘ “

ceilings.

Overview of the Economy

2. The global economic activities -are picking up gradually.  According o

International Monetary fund’s world economic Outlook, April, 2017 edition, world

- economic growth rate is expected to.rise from 3.1% in 2016 to 3.5% in 2017 and

3.6% in 2018. Similarly, the Nigeria economy has continued to recover from the
current economic challenges as evident in the fall in inflation rate. According to the
National Bureau of Statistics, Nigeria's inflation dropped for the eight consecutive
month since January, 2017 from 16.01% in August to 15.98% in September, 2017.
Also, the economy ‘has statisti‘cally moved out of recession as the GDP grew in the
second (juarter df 2Q17 by 0.55% in real term. The economy has been projected to
grow by 3.5% in 2018.

2 Notwithstanding the cushioning effect and relieve created by these statistics,

. there is still the need to adopt a cautious approach in making projections and in

crafting the year 2018 Budget Estimates. ft is, therefore, important for all MDAs to
tailor their estimates to largely accommodate %:the programme of the present
administration an,d also reflect the economic realities of the moment.

4. The actL_JaI revenue receipt from January — September, 2017 is a pointer to the
fact that there might not be a significant improvement in revenue in the next fiscal

year. Consequently, no spending unit would be allowed to deviate from its budget
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¢ ceilings as already realistically allocated. Please note that policies, targets and
strategies being pursued should_ be affordable and consistent with budget proposals.
This means that MDAs budget proposal should be realistic and attainable, and as such,

should translate effectively into the attainment of Government Policy objectives and

B

Goals contained in the Blueprint to progress.

Budget Performance for 2017

5. Budget performance data for January — September 2017 is presented below.
2017 ACTUAL BUDGET PERFORMANCE

AP|312(1)\7/ED ACTUAL AS | %% OF
S/N DESCRIPTION BUDGET AT SEPT TOTAL
N(B) N(B) BUDGET
1 1.0 Revenue Recurrent 1
11 Statutory Allocation 26.460 18.554 70
1.2 | IGR ' 14764 | 7.920 54
58 VAT . 12.000 7.542 63
. |sub-Totar 53.224 | 34.016
| 2.0 | Capital Receipts )
| ._ 21 Mineral Derivation Fund 17.560 10.863 62
5 ' Excharigéd Gain 7.305 | 3.774 40
2.3 Refund FGN on Roads 6.060
2.4 Budget Support 6.666 6.555 | o8
2.5 Excess Paris Club Refund 13.156 | 9.100 | 69
2.6 | Credit from Development |  18.031 | o -
, | Partners )
27 Grants 5.000 =
2.8. | Roll-over Fund 6.200 6.200 100
2.9 Excess Petroleum Profit Tax |' 6.644 2.455 37
2.10 Loans/Leases 31.000
' | Sub-Total 117.622 |  38.947 |
TOTAL REVENUE  170.846 | 72963 |
0o Debt Repayment 8.127 | 6.683 | 82 |
. SEtutory Transfer o - T R
4.1 Transfer to Local Govt. . 1.350 -
Joint Account (10%IGR) _
4.2 Transfer to OSOPADEC 7.024 1.557 | 22
Sub-Total 8.374 - 1.557 B
50 | RECURRENT I
|| EXPENDITURE = | ) S
5.1 Pérsonnel Cost 54.004 16.554 31
52 Overhead Cost 3.958 1525 B?J




5.3 Grants to Parastatals 7.699 2.251 29
5.4 CRFC 15.283 4.503 | 29 |
55 | Grants & Loans " 0.160 -
56 | Special Programme 14.035 « " B776 41
. | Sub-Totai 95.159 30,609
60 | CAPITAL | _ |
6.1 Capital Expenditure of ' 59.187 4.269 7
. _ |_MDAs
| TOTAL EXPENDITURE 170.846 43,118

SOURCE: Office of the Accountant-General
fFlowing from the 2017 Budgét Performance Statistics above, MDAs must strive to
énhan,ge the revenue base of the State by blocking all financial loopholes, redirecting
and refocusil.ng enér;;y on revenue generation and institutionalizing prudence in all

spheres of administrétion.

Policy Thrust and Priorities for the 2018 Budget
6. The policy thrust and-priorities of Government in the next fiscal year is aimed
at streaml_jning se;tOrial programmes and projects within the frame work of the
Medium Term Exbénditure Framework (MTEF) and the Blueprint to progress. Each
sector and sub-sector has critical needs, the fulfilments of which will move the State
to the next level in'terms of socio-economic development: The various competing
heeds of different sectors should be prioritized and the programmes and projects
necessary to address them properly sequenced in line with the Medium Term Sector
Strategy (MTSS) and the Blueprint to progress. Tp this end the main objectives of

2018 Budget are as follows;

(i) intensify efforts on Independent Revenue initiatives;
(i) massive investment on infrastructural facilities;
(iih) wealth creation through empowerment of Youths, Artisans, Farmers and

Market Women;
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(iv) enhancement of Agriculture related activities; and
(v) enhancement of community development  through improved
collaboration with communities.

7 The above objectives are to be achieved by the deployment of the following

-strategies:

(i) activation of revenue codes for easy lodgrient of revenue;

(i)  engagement of Revenue IConsultants to help drive Independent Revenue
generation;

(iif)  resuscitation of deéaying infrastructural facilities;

(iv)  provision of farm inputs and seedlings to farmers to boost food production;

(v)  deployment of ICT to empower and ‘create wealth for the Youths and Artisans;

(vi)  collaboration with relevant Federal Agencies/Development Partners to support
State iﬁitiatives; and

(vii) enhancing accessibility to semi-urban and rural areas through opening-up of
rural feeder roads.

72018 Fiscal Framework

8. Unarguably, receipt from the Federal Accounts constitutes the bulk of revenue
inflow to the state which invariably determined the size of the budget. In the light of
the foregoing, this framework has adopted the most flexible assumptions using macro-
economic indicators as contained in the approved 2018-2020 Ondo State MTEF stated

as follows:




Indicators 2017 ..2018

GDP Growth (%)
| ., , 578 3.50
Inflation Rate (%) ' 8.10 12.42 '
‘  Exchange Rate (M to $) 305 305
i Oil Price (per Barrel)
| Benchmark (§) 425 45
Average Production of Crude 2.200 2.300
Oil (MBPD) '

* Source: Ondo State Medium Term Expenditure Framework
Given the fiscal framework set out above, it is clear that revenue shortfalls and its
attendant fiscal challenges are expected in 2018. However, Independent Revenue

has been projected to grow at a significant rate in 2018.

Guidelines on Preparation and Submission of 2018 Draft Estimates

10.  In line with the provisions of the Fiscal Responsibility Law, the Ondo State
Government has adopted the MTEF approach as an integrated approach to policy
planning and budgeting within a multi-year framework. Its components include the

Medium Term Fiscal Framework zMTFF), Multi-year Budget Framework (MYBF) and

* Medium Term Sector Strategy (MTSS) which allow for projection of revenues and

expenditure within a multi-year framework. To this end, all MDAs, particularly those
in the five pilot sub;sectors of Education, Health, Inf;rastructure, Agriculture and Public
Finance are expected to be guided by the respectiVé MTSS documents. MDAs outside
the five pﬂot sectors are ‘to study the Strategic Development and Policy

Implementation Report of the present administration as it affects their MDA and distil

cut relevant projects and programmes to actualize the development objectives of the



p;resent administration. In sum, MDAS in the five pilot sectors should ensure that
proposed programmes and pro;ects for year 2018 Budget are in consonance with the
MTSS for the pilot sectors while the ministerial mandates (for other MDAs outside the
pMﬁsedom)amawwmnthepoMythnﬁtofmeanegowymnanascmwamedN1me
Blueprint to progress.

11, All Accounting officers are to ensure that the preparation of their estimates duly
follow necessary ministerial level of defence. Please, note that the order of priorities
of the Administratioh, as direded by the Chief Executive of MDAs, is the main basis
tbrsedDramxBﬁonanddenﬂnﬂnaﬁonofﬂmzMDAsWndmaUveenvaopes This is also
consistent with aggregate resoyrce a\)ailability, determined by the MYBF,

| Revenue

12. It has become inevitable, to look inwards and improve on our independent
revenue as the State Is striving to be less dependent on transfers from the Federation
account. MDASI are, therefore, enjoined to further deepen and expand their revenue
base and institute stkategies for efﬁcieht revenue generation. Well-guided monitoring
mechanism must alsq be put in place to forestall revenue leakages. To this end, all
MDAs are to note that indicativé figures for revenue represent the minimum possible
andshoukjendeavortpbeinnovaﬁvetoexceedtheIhnktofuﬁherexpandthes&ﬂe%
Independent Revenue base. Hence, an action plan for revenue generation must be
prebared and submitted to the Budget Department not later than 27t November,

2017.
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Expenditure

13. Al MDAs are to note that i_ssues regarding personnel, overhead, and special
programme of the Budget must be done in line With the guideline contained in this
circular. However,'it is pertinent that the Budget proposal on personnel cost
recognizes promotions, advancements, conversions and new employments, if
envisaged: this should be done to avoid extra budgetary request in the course of
implementation of the budget.

14.  The Pérsonnél Proposals must be defended and cleared in line with
guidelines provided by the Office of Establishments to qualify for admission
into the budget. Clearance from the Office of Establishment must be obtained and
presented at the Pre-Treasury Board befence.

Overhead

available resource envelope.

Capital Budget

16.  The year 2018 Budget is designed to commence development projects of the

new administration and urgently address the infrastructural deficit in our system in




