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Section 1
1.A
1.

Introduction and Background

Introduction
This Medium-Term Expenditure Framework (MTEF) provides a tool for multi-year fiscal
planning and budget formulation process aimed at enabling the Kaduna State Government
to set fiscal targets and allocate resources to strategic priorities. Key elements of the MTEF
are the Economic and Fiscal Update (EFU), Fiscal Strategy Paper (FSP) and Budget Policy
Statement (BPS).
•

The EFU provides economic and fiscal analyses which form the basis for the budget
planning process. It is aimed primarily at guiding policy and lawmakers in the State
Government. The EFU also provides an assessment of budget performance (both
historical and current) and identifies significant global, national and state level
factors affecting implementation.

•

The FSP determines the resources available to fund Government projects and
programs from a fiscally sustainable perspective.

•

The BPS states the overarching policy goals that will guide the Government's budget
decisions and how the budgets accords with the government short term intentions.
It also states any changes to the government long term and short terms fiscal
objectives and assesses how changes in the long term fiscal objectives and short
term fiscal intentions situates with the principles of responsible fiscal management.

1.A.1

Historical Preparation of MTEF

2.

Kaduna State Government commenced preparation of the MTEF in 2014 – the first MTEF
covered the period of 2015-2017. The MTEF has been rolled forward each of the
subsequent years up to an including this document which covers the period 2019-2021.

3.

The graph below shows the aggregate revenue estimates as per the MTEF documents, the
revenue estimate in the annual budget, and the actual revenue. It can be seen that in
each year the MTEF provided a more realistic estimate of revenues than the annual budget.
Figure 1 Budget Accuracy 2015-2017
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1.A.2
4.

Budget Process

The budget process describes the budget cycle in a fiscal year. Its conception is informed
by the MTEF process which has three components namely:
i.

Medium Term Fiscal Framework (MTFF);

ii.

Medium Term Budget Framework (MTBF);

iii.

Sector Implementation Plan (SIP).

5.

It commences with the conception through preparation, execution, control, monitoring and
evaluation and goes back again to conception for the ensuing year’s budget.

6.

The MTEF process is summarised in the diagram below:
Figure 2: MTEF Process

1.A.3

Summary of Document Content

7.

In accordance with international best practice in budgeting, the production of a combined
Economic and Fiscal Update (EFU), Fiscal Strategy Paper (FSP) and Budget Policy
Statement (BPS) is the first step in the budget preparation cycle for Kaduna State
Government (KDSG) for the period 2019 - 2021

8.

The purpose of this document is three-fold:
i.

To provide a backwards looking summary of key economic and fiscal trends that will
affect the public expenditure in the future - Economic and Fiscal Update;

ii.

To set out medium term fiscal objectives and targets, including tax policy; revenue
mobilisation; level of public expenditure; deficit financing and public debt - Fiscal
Strategy Paper and MTFF; and

iii.

Provide indicative sector envelopes for the period 2019-2021 which constitute the
MTBF.
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9.

10.

The EFU is presented in Section 2 of this document. The EFU provides economic and fiscal
analysis in order to inform the budget planning process. It is aimed primarily at budget
policy makers and decision takers in the Kaduna State Government. The EFU also provides
an assessment of budget performance (both historical and current) and identifies significant
factors affecting implementation. It includes:
•

Overview of Global, National and State Economic Performance;

•

Overview of the Petroleum Sector;

•

Trends in budget performance over the last six years.

The FSP is a key element in the KDSG Medium Term Expenditure Framework (MTEF)
process and annual budget process. As such, it determines the resources available to fund
the Government’s growth and poverty reduction programme from a fiscally sustainable
perspective.

1.A.4
11.

12.

Preparation and Audience

The purpose of this document is to provide an informed basis for the 2019-2021 budget
preparation cycle for all of the key Stakeholders, specifically:
•

State House of Assembly (SHoA);

•

Executive Council (ExCo);

•

Planning and Budget Commission;

•

Ministry of Finance (including Office of the Accountant General (OAG) and Debt
Management Department (DMD));

•

Kaduna Internal Revenue Service (KADIRS)

•

All Government Ministries, Departments and Agencies (MDA's);

•

Civil Society.

The document is prepared within in the first two quarters of the year prior to the annual
budget preparation period. It is prepared by Kaduna State Government MTEF Working
Group using data collected from International, National and State organisations.

1.B

Background

1.B.1

Legislative and Institutional arrangement for PFM

13.

The 1999 constitution as amended is the overriding law governing PFM in Kaduna State
and indeed Nigeria. Its provisions supersede and override the content of any other law or
provision in the states to the extent that other laws are inconsistent with the constitution.
The other PFM related laws and provisions elaborate and expand on the provision of the
constitution;

14.

These include the State's Fiscal Responsibility Law 2016, the Public Procurement Law 2016,
Tax Consolidation and Codification Law and the Public Financial Management Control Law
in 2016.

15.

The Fiscal Responsibility Law (FRL) provides for the prudent public expenditure, financial
management and discipline with a view to ensuring a long-term macroeconomic stability in
Kaduna State. The FRL stipulates the preparation of a Zero-Based/Multi Year Budget,
MTEF, Budget Execution and Public Revenues and Management of State Enterprises.

16.

The Public Procurement law stipulates that Ministries, Departments, and Agencies, and/or
controlled Corporations, Government Institutions and Local Government Areas, shall
subject to any exceptions as may be provided under this law be governed by promotion of
competition, economy, efficiency and equal opportunities. These are to all parties who are
eligible and qualified to participate in public contracts and be devoid of discrimination
among others.
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17.

Institutional Framework for PFM in Kaduna State. Within Kaduna State, sub-National Public
Finance is managed by KDSG and the 23 Local Governments (LGs). The Executive of KDSG,
headed by the State Governor, is responsible for the KDSG Budget, and reports on its
execution to the Kaduna SHoA. Recent additions in the Institutional Framework is the
creation of the Fiscal Responsibility Commission and the Public Procurement Authority, and
the conversion of the former Ministry of Budget and Planning to the Planning and Budget
Commission (PBC). An Economic Intelligence Unit (EIU) has also been created under the
PBC to provide analysis of latest economic and fiscal trends.

1.B.2
18.

Overview of Budget Calendar

Indicative Budget Calendar for Kaduna State Government is presented below. It is noted
that KDSG is already behind schedule compared to it’s budget calendar. As at first week of
July, the MTEF document is being finalised and some MDA’s are yet to submit their 20192021 budget proposals. The subsequent steps in the Budget Calendar will need to be
expedited as the original target was to submit the draft budget to ExCo before end of June
2019 (details of current status are provided in italics for each step of the budget
preparation process).
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Table 1: Budget Calendar
S/NO.

DATE

ACTIVITY AND OR EVENT

EXECUTOR

1.

March- April,
2018

Preparation of Medium Term Expenditure Framework

2.

19/3/2018

Revenue and Expenditure Call Circulars to MDAs

PBC

3.

26/201830/3/2018

Review/Refresher Training Workshop for MDAs on MYB
Costing Template/Process

PBC

4.

6/4/2018

(MTEF was finalised in 4th July)

PBC

(This step did not happen)
Submission of 2019 - 2021 Costed SIPs and Strategic Plans
by MDAs

MDAs

(This step did not happen)
5.

6.

30/4/2018

1/5/20185/5/2018

Submission of Revenue and Expenditure Proposals to
Planning& Budget Commission.

(Submissions started prior to the 30th April deadline,
however some are still outstanding as at 4th July)
Analysis of Revenue and Expenditure Proposals submitted
by MDAs to be used by Estimates Committee Members at
the Defence

MDAs

PBC

(Not yet complete due to late submission by some MDAs)
7.

7/5/201813/5/2018

8.

14/5/2018 18/5/2018

9.

21/05/2018

Estimates Committee meets MDAs for Defence of their
Proposals.

(Yet to commence – scheduled for July. MTEF ceilings will
inform defence))
Collation and Preparation of 2019 1st Draft Budget

(Likely late July)
First Draft submitted to HE for his Perusal Observation and
Comments

Estimates
committee

PBC

HC PBC

(Likely late July)
10.

26/05/2018

Effecting corrections/amendments by P&BC vide Governor’s
observations

PBC

(Likely late July)
11.

28/5/2018

12.

2/6/2018

13.

4/6/2018

Town Hall Meeting on 2019 Draft Budget

(Likely late July)
Presentation of Draft Budget to EXCO for deliberations

(Likely late July)
Council Deliberation on 2019 Draft Budget after Town Hall
Meeting

SA Political
Affairs
PBC

Council

(Likely late July)
14.

18/06/2018

Presentation of Draft Budget to State House of
Assembly

Governor

(likely late July)
15.

Review and approval by the State House of Assembly

SHoA

16.

Assent of 2019 approved Budget By Governor

Governor

17.

Public presentation and Analysis of Approved Budget

HC PBC

18.

Signing of 2019 Expenditure Warrants

MoF
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19.

Jan.2019

Guidelines for 2019 Budget Implementation
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Section 2

Economic and Fiscal Update

2.A

Economic Overview

2.A.1

Global Economy1

19.

The upswing in global investment and trade continued in the second half of 2017. At 3.8
percent, global growth in 2017 was the fastest since 2011. With financial conditions still
supportive, global growth is expected to tick up to a 3.9 percent rate in both 2018 and
2019. Advanced economies will grow faster than potential this year and next; euro area
economies are set to narrow excess capacity with support from accommodative monetary
policy, and expansionary fiscal policy will drive the US economy above full employment.
Aggregate growth in emerging market and developing economies is projected to firm
further, with continued strong growth in emerging Asia and Europe and a modest upswing
in commodity exporters after three years of weak performance.

20.

Global growth is projected to soften beyond the next couple of years. Once their output
gaps close, most advanced economies are poised to return to potential growth rates well
below pre crisis averages, held back by aging populations and lackluster productivity. US
growth will slow below potential as the expansionary impact of recent fiscal policy changes
goes into reverse. Growth is projected to remain subpar in several emerging market and
developing economies, including in some commodity exporters that continue to face
substantial fiscal consolidation needs.

21.

Financial conditions remain supportive, despite the recent volatility in equity markets and
increases in bond yields following signs of firming inflation in advanced economies. With
broad-based momentum and expectations of a sizable fiscal expansion in the United States
over this year and the next, global growth is now projected at 3.9 percent for 2018-19, a
0.2 percentage point upgrade for both years relative to the October 2017 forecast.

22.

Furthermore, the ongoing recovery in investment could foster a rebound in productivity,
implying higher potential growth going forward. On the downside, financial conditionswhich remain easy despite the onset of monetary policy normalization-could tighten sharply
and expose vulnerabilities that have accumulated over the years, with adverse
repercussions for growth.

23.

The outlook is mixed across emerging market and developing economies. Prospects remain
favourable in emerging Asia and Europe, but are challenging in Latin America, the Middle
East and sub-Saharan Africa, where-despite some recovery-the medium term outlook for
commodity exporters remains generally subdued, with a need for further economic
diversification and adjustment to lower commodity prices.

24.

Risks around the short-term outlook are broadly balanced, but risks beyond the next
several quarters are clearly to the downside. On the upside, the growth spurt in advanced
economies may turn out to be stronger and more durable than in the baseline, as slack in
labor markets can be larger than currently assessed.

25.

Countries selected are chosen to represent G20, BRINCS, MINT, N-11, Petro-economies
and other large African countries.

1

Source: IMF World Economic Outlook April 2018
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Table 2: Real GDP Growth - Selected Countries
Country

Actual

Forecast

2014

2015

2016

2017

2018

2019

2023

Mexico

2.8

3.3

2.9

2.0

2.3

3.0

2.9

Indonesia

5.0

4.9

5.0

5.1

5.3

5.5

5.6

Turkey

5.2

6.1

3.2

7.0

4.4

4.0

3.6

United States

2.6

2.9

1.5

2.3

2.9

2.7

1.4

Germany

1.9

1.5

1.9

2.5

2.5

2.0

1.2

United Kingdom

3.1

2.3

1.9

1.8

1.6

1.5

1.6

China

7.3

6.9

6.7

6.9

6.6

6.4

5.5

Ghana

4.0

3.8

3.7

8.4

6.3

7.6

5.1

South Africa

1.8

1.3

0.6

1.3

1.5

1.7

1.8

Brazil

0.5

-3.5

-3.5

1.0

2.3

2.5

2.2

Angola

4.7

3.0

-0.8

0.7

2.2

2.4

4.9

Source: IMF’s World Economic Outlook, April 2018.
26.

The table above shows that many of the large developed economies (G7) will experience a
slowdown in growth over the next five years, whereas several emerging and developing
economies within Nigeria’s peer group are still forecast to grow at a faster pace through the
period.

27.

Inflation for the same set of countries is shown in the table below.
Table 3: Inflation (CPI) - Selected Countries
Country

Actual

Forecast

2014

2015

2016

2017

2018

2019

2023

Mexico

4.0

2.7

2.8

6.0

4.4

3.1

3.0

Indonesia

6.4

6.4

3.5

3.8

3.5

3.4

3.0

Turkey

8.9

7.7

7.8

11.1

11.4

10.5

8.0

United States

1.8

1.1

1.3

1.8

2.3

2.2

1.7

Germany

0.8

0.1

0.4

1.7

1.6

1.7

2.7

United Kingdom

1.5

0.0

0.7

2.7

2.7

2.0

3.0

China

2.0

1.4

2.0

1.6

2.5

2.6

3.0

Ghana

15.5

17.2

17.5

12.4

8.7

8.0

6.0

South Africa

6.1

4.6

6.3

5.3

5.3

5.3

5.5

Brazil

6.3

9.0

8.7

3.4

3.5

4.2

4.1

Angola

8.8

7.3

10.3

32.4

27.0

17.8

9.0

Source: IMF’s World Economic Outlook, April 2018.
28.

Inflation rates in emerging and developing economies are forecast to fall over the next five
years whereas those developed economies with relatively low levels of inflation in 2017 will
likely see some margin increase of the same period.
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2.A.2

Sub-Saharan Africa2

29.

The broad-based slowdown in sub-Saharan Africa is easing, but the underlying situation
remains difficult. Growth is expected to reach 2.6 percent in 2017, but the pickup reflects
mainly one-off factors, notably a recovery in oil production in Nigeria and the easing of
drought conditions in eastern and southern Africa, and a somewhat improved external
environment. Even with this uptick, growth will barely surpass the rate of population
growth. While a third of the countries in the region continue to grow at 5 percent or more,
in 12 countries, comprising over 40 percent of the region's population, income per capita is
expected to decline. Growth in the region is expected to pick up further in 2018 and reach
3.4 percent, but ongoing policy uncertainty in Nigeria and South Africa hinders a stronger
rebound, and growth is not expected to increase further in 2019. Many of the faster
growing economies continue to be driven by public spending, with debt levels and debt
service costs rising.

30.

Low commodity prices continue to weigh heavily on sub-Saharan Africa's growth outlook.
After a slight rebound in 2016, commodity prices have stabilized at relatively low levels
compared with their earlier peaks, with oil and iron ore prices less than half their 2013
highs. In addition, there were sizable drops in the prices of agricultural raw materials in the
first half of 2017, including key sub-Saharan African agricultural commodities (for example,
cocoa), though some items (coffee, tea) witnessed price increases.

31.

Key downside risks to the region's growth outlook emanate from the larger economies,
where elevated political uncertainty could delay needed policy adjustments and dampen
investor and consumer confidence.
Figure 3 Sub-Saharan Africa: Real GDP Growth, 2013–19

2.A.3

Nigerian Economy3

Macroeconomic
32.

The key driving macroeconomic and mineral sector indicators that drive FA revenue are:

•

National Real GDP Growth

•

Crude Oil Price

•

National Inflation

•

Crude Oil Production

•

Foreign Exchange Rate

•

Mineral Ratio

2

Source: IMF World Economic Outlook April 2018 and Regional Economic Outlook Sub- Saharan
Africa October 2017
3

Source: Various NBS GDP and Inflation Reports, CBN, Nigeria Economic Recovery and Growth
Plan 2017-2020 and Nigeria 2018 Outlook Acta Non Verba December 2017
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33.

Performance over the last five years and the outlook for 2019 for these variables is
presented and discussed below.

34.

The figure below shows Quarterly Real GDP and Inflation (Consumer Price Index)
rates, both of which influence non-mineral revenues, from January 2013 to end of April
2018.
Figure 4: Real GDP Growth and Inflation

Data Sources and Trends:
• Data from NBS monthly CPI
and quarterly GDP reports.
• Divergence of inflation
(increasing) and real GDP
growth (decreasing) in early
2015 as a result of global
crude oil price crash.
• Inflation rate also affected by
devaluation of the Naira in
mid-2016.
• One-off effect of the 2016
devaluation is no longer
reflected in inflation figures,
hence a drop.

• Return to positive real GDP

growth in Q2 2017 coincided
with crude oil price recovery.

35.

After five consecutive quarters of real economic decline (from Q1 2016 to Q1 2017
inclusive), the economy returned to positive growth in Q2 2017 and improved month on
month thereafter until Q1 2018.

36.

The release of the 2018 Q1 GDP figures saw a slight adjustment to the previous quarter
(2017 Q4) figures from 1.95% to 2.11% quarterly growth – this was offset by a reduction
in Q3 growth from 1.40% to 1.17% - therefore the total growth for the year remained at
0.83%. This is a marked improvement compared to 2016 which saw a decline of 1.58%.

37.

Real GDP growth in 2018 Q1 was estimated at 1.92% - slightly lower than the previous
quarter. This is broadly in line with the IMF projects for 2018 of 1.9%, but considerably
below the ERGP target of 4.8%. Growth in Oil sector, which represents almost 10% of the
economy, was considerably higher than non-oil (13.24% quarter on quarter compared to
0.76%), and the non-oil rate of 0.76% showed a reduction from the 1.46% in the previous
quarter.

38.

CPI Inflation has experienced a continual month on month reduction since a high of
18.72% (year-on-year) in January 2017. As the effects of the devaluation of the Naira
(from 197 to around 305) in mid-2016 come out of the year-on-year figures, and the gap
between the official and parallel foreign exchange markets narrows, the drop off in inflation
has been quite marked – from 16.05% in July 2017 to 12.48% in April 2018. The average
rate for the four months to date in 2018 is below the 14.8% forecast by the IMF, but still
above the 12.42% targeted in the ERGP.

39.

The NGN:USD exchange rate, which is a key crude oil revenue parameter, for the period
January 2013 to April 2018, along with the benchmarks assumed in the Federal
Government budgets over the same period, are shown in the figure below.
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Figure 5: NGN:USD Exchange Rate

Data Sources and Trends:
• Data from Federal Budget
documents and CBN.
• Little variation between
benchmark and actual rates
over last 6 years.
• NGN:USD FX rate relatively
stable from 2011 to end of
2014 at around 150.
• Devaluation from 155 to 197
in early 2015 coincided with
Crude Oil Price crash, further
devaluation in June 2016 to
around 300, stable thereafter.

• Recent closing of gap

between IFEM, BDC (Bureau
de Change) and parallel
market rates.

40.

After a period of stability at around 155 Naira to the US Dollar (USD), there was a
deprecation to 197 (official rate) in late 2014 and a further significant one-off deprecation
from 197 to around 305 in mid-2016 as crude oil export sales value plummeted and the
Nigerian economy sank into recession. As foreign exchange controls came into place, the
parallel market rate for USD sored to over 500 for a period. This has since eased back to
around 360 with the official rate remaining at 305 for the last two years.

41.

As crude oil prices and production rally and then potentially stabilise, there should be less
pressure on the Naira. However, inflation is still high, money supply is increasing and with
a slight correction to crude oil prices in 2019, there is doubtlessly a risk, maybe small but
still present, of further depreciations in the future.

42.

The benchmark rate has closely tracked the actual rate of the period. The mid-year
depreciation in 2016 was subsequently reflected in the 2017 budget assumptions, and the
six-month period of differentials between benchmark and actual rates generated exchange
gain distributions as the value of crude oil sales exceeded budget when converted in Naira.

43.

Crude Oil (Bonny Light) Price (spot price and benchmark), another key mineral revenue
parameter, for the period January 2013 to April 2018 are presented in the figure below.

44.

After a low of less than $30 dollars in January 2016, prices have risen steadily (with the off
set-back here and there) to a high of almost $80 in May 2018 (CBN quotes a price of
$79.88 as at 25th May). This increase in price is as a result of both increased demand as
the global economy continues to grow as well as supply side dynamics (OPEC reducing
production, conflict in the Middle East, increased US production). The benchmark set for
2018 of $51 should not be troubled by the price this year.
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Figure 6: Bonny Light Crude Oil Price

Data Sources and Trends:
• Data from Federal Budget
documents and OPEC monthly
reports.
• A high of $120 per barrel in
early 2013.
• Price crash in second half of
2014 due to global economic
downturn resulting in a low of
under $30 per barrel in early
2016.
• Price has been above
benchmark since Q2 2016.
• Benchmark approved at $51
per barrel for 2018, current
prices above $70.

• Full year average price also
likely to exceed $70.

45.

However, the current price is some way off the high of $120 per barrel recorded in early
2013 – and the outlook into 2019 is for a check to the upward trend. In its latest World
Economic Outlook document (April 2018), the IMF forecasts a 6.5% drop in Crude Oil
prices in 2019, and average annual decreases of 2.1% per annum for the following fouryear period up to and including 2023. In a similar vein, the US Energy Information
Administration foresees a drop in Crude Oil prices of around $5.00 per barrel in 2019
compared to the average price for 2018 (Brent Crude is forecast to drop from $70.68 in
2018 to $65.98 in 2019). This trend is likely to start taking affect in the second half of
2018 meaning there will be limited scope for increasing the benchmark in 2019. The basis
for the downside risks in 2019 are beyond are multifaceted – economies reaching full
employment and production levels will tend to plateau and fall away, protections policies
emanating the USA with retaliations around the world, continued uncertainty around the
nature of Brexit (the UK’s exit from the European Union), and aging populations puts down
side risks on household incomes. The IMF will publish an updated to the World Economic
Outlook in July 2018, which will provide further updated forecasts for 2019 and beyond.

46.

Crude Oil Production is the third key driver of mineral revenues. Production (including
Condensates) for the period January 2013 to December 2017 along with the benchmark is
presented in Figure 7 below.

47.

Production levels have fallen off the longer-term trend of 2.2 MBPD (million barrels per
day) since early 2016 for a number of reasons including militancy in the Niger Delta region
and force majeure. Through 2016 and 2017 the average production was 1.85 MBPD,
however the latter half of 2017 saw an upgrade trend towards 2.0 MBPD. Data from NNPC
is only available up to and including December 2017.

48.

OPEC (the Organisation of Petroleum Exporting Countries) provides more recent data (up
to and including April 2018) but this does not include condensates so cannot be directly
compared to NNPC figures. There is usually a gap of around 0.2-0.3 MBPD between NNPC
figures (which include condensates, which is the basis for budget assumptions) and OPEC
secondary figures (which do not include Condensates). So – the April 2018 production
figure of 1.791 MBPD from OPEC probably translates to around 2.0-2.1 MBPD including
condensates for April 2018. This is consistent with stories in the national press of
production of 2.07 MBPD.

49.

ERGP and the Federal MTEF/FSP document are projecting 2.3 MBPD for 2019 and 2.4
MBDP for 2020 – these levels of production have never been sustainably achieved before.
And bringing extra production online may also involve additional costs (exploration) and
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involve production sites that incur higher costs (see mineral ratio discussions later in this
section.
Figure 7: Crude Oil Production

Data Sources and Trends:
• Data from Federal Budget
documents and NNPC monthly
reports (production includes
condensates).
• Production has been below
the benchmark throughout
the period.
• Fluctuations relatively minimal
up to end of 2015, but high
degree of variance in 2016
and 2017.

• Latest official production

figures available are for
December 2017 – most up-todate trend cannot be
assessed, but production
close to 2.0 MBDP in last
quarter of 2017.

50.

As well as price, production and exchange rate, the fourth variable that directly affects the
levels of mineral revenue distributed through FAAC is the Mineral Ratio – this is the
proportion of revenue from crude oil sales that accrues to the Federation Account for
distribution to the three tiers of government as part of the Statutory Allocation, Net
Derivation and Excess Crudes. An estimate of the mineral ratio since March 2013 and a
12-month moving average (from March 2014) are shown in the figure below.
Figure 8: Mineral Ratio4

Data Sources and Trends:
• Calculated from NNPC, CBN,
OPEC and FAAC data.
• Ratio fluctuates a lot due to
Joint Venture (JV) cash calls
and the phasing of revenue
receipts compared to
production and point of sale.
• Long term average of around
30%, short-term below 30%.

• Increases in price and

production, changes to
contractual relationships with
Crude Oil companies, and
reducing leakage should help
continue the recent
improvements to the ratio.

51.

The Mineral Ratio, which can only be estimated based on some simple assumptions (see
Annex 1), fluctuates quite significantly month by month. As the costs (defined as the

4

Crude Oil Production Data was not available for January to March 2018 – a rate of 2.0 MBPD
was assumed for this period
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difference between sales revenue and revenue accruing to Federation Account) of
producing and selling crude oil involve some fixed elements, some elements that vary with
price and some that vary with production, it is not surprising that the ratio fell quite
significantly from 2015. As price and production increase, the contractual relationships
between the Nigeran National Petroleum Corporation (NNPC) and the crude oil companies
is brought more into NNPS’s favour, and NNPC implements reforms, the ratio should and
has risen over the last nine months.
52.

Looking historically, the rate tendered to average close to 40% (this rate goes back beyond
2013). Over the next 2-3 years it is anticipated that the rate will transition back to this
level, but may not reach the level anticipated in the Federal FSP/MTEF (which sometimes
approach 50%).

2.A.4

Kaduna State Economy

53.

Kaduna State commenced the computation of its Gross Domestic Product (GDP) in 2016,
covering the period 2013 to 2015. Findings of the GDP Survey (2016) showed that the GDP
of the state was ₦1.92 trillion in 2013, ₦2.02 trillion in 2014 and ₦2.25 trillion in 2015. The
GDP grew by 4.99% in 2014 and 11.80% in 2015 in real terms. The state's economy was
the 7th largest sub-national economy with a contribution of 2.3% to the national GDP in
2015. The data further shows that the services sector contributed 45.5%, agriculture
contributed 36.69% and industry contributed 17.81% to the state GDP. 2017 GDP
estimates are still being finalised as at first week of July 2018.

54.

The State Development Plan, launched in 2016 to cover a 5-year period lays out a coherent
strategy to grow the economy of the state.

55.

Agriculture sector is clearly a very important non-mineral economic activity in the state. It
contributes a major share compared to other sectors of the economy coupled with its
position as the highest employer of labour in the state. The result of the General
Household Survey (2017) indicates that 42.4% of the workforce in the state and 79.6%of
households are involved in agriculture. Out of the total contributions of 36.69% by the
agriculture sector to the GDP, the contributions of the sub-sectors are crops

56.

33.67%, livestock 2.65%, fisheries 0.24% and forestry 0.11%. The agriculture sector is
dominated by wet season planting and an irrigated dry season planting. Kaduna state
produces 22% of Nigeria's total maize output and 10% of groundnuts (peanuts).

57.

Kaduna city which was one of the industrial and commercial cities in Nigeria has
experienced decline in manufacturing in recent times as its previously booming textile
industry no longer contributes to the overall growth of the economy. The state has over 80
commercial and manufacturing concerns and goods manufactured include textiles,
aluminium, dairy products, toiletries and petroleum products. The annual Kaduna
Investment Summit (KADINVEST) introduced in 2016 is attracting investments in industrial
and commercial enterprises to the state. There are potentials to develop industries based
on mineral resources such as clay, serpentine, asbestos, amethyst, gold, graphite and light
manufacturing based on agriculture. In addition, the State has natural and historic
endowments for creating a virile tourism industry.

58.

Education constitutes the core of human development, critical transformation tool and a
formidable instrument for the development of a nation and achieving socio-economic
empowerment of young people with knowledge and skills. Indeed, Kaduna state is one of
the most privileged States in Nigeria in terms of number and variety of schools. According
to the 2016/2017 Annual School Census Survey, there are 4,197 public pre-primary and
primary schools, 421 public junior secondary schools, 331 public senior secondary schools,
24 science and technical secondary schools, as well as 1,388 private primary and
secondary schools and ten (10) tertiary institutions. These institutions provide access to
education to the citizens.

59.

In the health sector, Kaduna state has about 1,094 healthcare facilities providing various
levels of health care services. Primary Healthcare Facilities are 1,056 with 32 secondary
Health Care Facilities and 6 Tertiary Hospitals according to Health Sector Implementation
Plan (SIP). On the average, about 33% of the population of citizens still do not have access
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to health care, indicating that sufficient coverage remains an important health goal
alongside improving quality. The State health sector goal seeks to ensure that all citizens
have quick and easy access to improved and affordable curative, preventive, and
rehabilitative health services.
60.

Based on population data, women constitute about half of the population of the State.
Social norms constitute a major factor that limit opportunities for women and children.
Kaduna State General Household survey (2017) indicates that 44% of girls aged 20-24
were married before the age of 15, and 65% before the age of 18. The policy thrust for
improving the lives of women and the youth is the economic empowerment of women and
the vulnerable through skills acquisition and the reduction of youth unemployment.

61.

Inequality is a serious challenge in the economy the State. Data from Kaduna State General
Household Survey (2017) shows that 47% of citizens earn less than half of the median
income per month. However, the proportion of the population with access to safelymanaged water sources is 65.5% in 2017 and the population with access to electricity is
75.7% in 2017.

2.B

Fiscal Update

2.B.1

Historic Trends

Revenue Side
62.

On the revenue side, the document looks at Statutory Allocation, VAT, IGR, Excess Crude,
and Capital Receipts – budget versus actual for the period 2012-2017 (six year historic) and
2018 budget.
Figure 9: Statutory Allocation
FAAC Statutory Allocation Budget vs Actual: 2012 - 2018
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63.

Statutory Allocation (actual), which in the graph above represents all Federation account
transfers (excluding VAT and other Statutory Transfers) decreased over the 2015-16 period
as a result of decrease in global oil prices and also a decrease in production or output level
caused insecurity in the oil producing states. Statutory revenue is revenues from sales of
crude oil, custom duties, Company Tax and other revenues from non-mineral sector.
Budgeted allocation for 2017 dropped by 8% compared with 2016 and it further dropped in
2017 (due to the Economic recession, low price of oil, and low productivity).

64.

The over performance of Statutory Allocation in 2017 could be attributed to consistent
increase in global oil prices, production level of oil and gas due improves security in the oil
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and gas producing states and also increased economic activities in the country which led to
an increase in Customs and Excise Duties, Value Added Tax and Company income Tax.
65.

In past EFU-FSB-BPS documents in the State, the "Budgeted" Statutory Allocation figures
over the review periods includes other Federation Account distribution such as Excess
Crude, Exchange gains (FX) while the actual include collection from other federation
account sources which are budgeted separately. This has led to the underperformance of
actual against Budgeted. In this document, however, "Federation Account distribution" are
presented separately to show the true value of Budgeted vis-a-vis actual.

66.

Actual performance vis-a-vis budgeted figures for the six years under review was high in
2013 to 2014, it dropped in 2015 and 2016. While in 2016, the performance is close to
Budgeted due to increased budget realism. The collections increased consistently in 2013,
2014, it dropped in 2015 and 2016. 2017 there is a nominal increase in actual figure by
16bn. Statutory Allocation was under-budgeted in 2017 due to fear on unknown and the
volatile nature of the economy which makes projections extremely difficult.

67.

Growth in Statutory Allocation since 2015 and 2016 was underpinned by benchmark crude
oil price. An increase in world oil prices implies a corresponding increase in Statutory
Allocation causing of over-performance in Statutory Allocation in 2017. Furthermore, we
hope to see a better performance in 2018.
Figure 10: VAT
VAT Budget vs Actual: 2012 - 2018
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68.

Between 2013 and 2014, VAT receipts of KDSG increased - largely due to sustained annual
increases in economic activity over the period. Over the same period except for 2015 VAT
has under-performed budget. From 2016 performances however increases below the
budgeted and in 2017 above the budget which could be attributed to increase in economic
activities and the purchasing power associated with the sharp increase in the global oil
price and decrease inflation rate in the country. Value Added Tax (VAT) is a tax levied on
goods and services consumed. It is an indirect tax wherein the burden of the payment is
borne by the final consumer of the goods and services. The tax is collected only by Federal
Inland Revenue Service at the rate of 5% of the value of the goods and services supplied
and distributed to States using certain indicators. The VAT rate in Nigeria of 5% is said to
be among the lowest in the world and has remained unaltered from commencement of the
Act till date.

69.

Given the increased economic activities in the country experienced in 2017, the VAT
projection for the next three years should be relatively progressive but with close
monitoring of national and global economic activities.
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Figure 11: IGR

70.

IGR is revenue collected for Kaduna State related to income tax (PAYE represents the
highest contributor to IGR), fines, levies, fees, ground rents and other sources of revenue
in the state.

71.

IGR recorded negative performance over the period of 2013 and 2015. In 2016 and 2017,
there was a sharp increase in collections mostly due to plugging of leakages by the state
and other reforms (i.e. implementation of TSA and prohibition of cash collection). However,
the IGR collections still fell short of the optimistic projections. This in part is ascribed to
slow take-from the reforms in land administration including the recertification exercise and
ground rent.

72.

The increase in "Budgeted" provision in 2016 and 2017 arose from the decision by the
State Government to sell "Non-essential public residential quarters" by the State
Government due to high and rising cost of maintaining the houses. The amount expected
from the sales constitutes a reasonable percentage of the Budgeted revenue for the year
2017.

73.

Kaduna State needs to be more realistic and prudent in its IGR projections and
implementation of planned projects and programs that generate IGR in the financial year.
Furthermore, the state needs to be mindful that the impact of the reforms may not be seen
in the short-term.
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Figure 12: Other Federation Account Receipts
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74.

This comprises Paris Club Refund, Nigerian National Petroleum Corporation (NNPC) Refund,
Augmentation, Exchange Gains, and Nigerian Liquefied Natural Gas (NLNG). The above
table only reflects the actual figures while the budgeted is being captured in the statutory
allocation as a one line revenue item from 2013 to 2015. While in 2017 and 2018
budgeting for Other Federation Account is risky and difficult because it's at the discretion of
the Federal Government.

75.

In forecasting for 2019 - 2021 there is need to segregate the different component of the
statutory allocation.
Figure 13: Grants
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76.

The budget for grants between 2013 and 2017 has been very unrealistic with a poor
performance in collection. This is partially attributed to the non-capture in governments
accounts of funds granted by Development Partners when that is received and spent
through bank accounts that are not under the control of the OAG. Other reasons for poor
performance include delays in the negotiations with Implementing Partners and non- timely
payment of counterpart funds and other requirements from the State Government.

77.

While a platform exists for coordinating development partners, it is important for Kaduna
State Government to have a robust system for donor 'fund' coordination, which will ensure
grants are accounted for, to enable tracking and reporting. Also, the State should be
modest in its projections in line with the actual trend as recorded.
Figure 14: Other Capital Receipts
Loans Budget vs Actual: 2012 - 2018
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78.

Other Capital receipts comprises revenue from sales of capital assets dedicated for capital
expenditure. Survey and demarcation of layouts, development levy by land allotees,
Ecological Fund and development programs for destitute. Although capital receipt has been
consistently budgeted since 2013, there has been no budget performance except for 2017.
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Figure 15: Loans / Financing
Loans Budget vs Actual: 2012 - 2018
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79.

Loans includes Internal and External loans. Internal loans comprise capital market receipts
and Commercial Bank loans (including Nigerian Export-Import Bank (NEXIM)), Central Bank
of Nigeria etc. External loans are receipts from World Bank, Islamic Development Bank
(IsDB) and Africa Development Bank (AfDB).

80.

Since the bailout / budget support facility is given to states as credit facility it is expedient
for the facility to be reflected in the actuals to show how much Kaduna state is accessing.
If the State envisages this will keep coming, there is need to capture a projected figure of
that credit facility in the 2019 - 2021 Budget.

81.

The high budgeted loan figure of 2018 is in view of the arrangement with the World Bank
to access loan that is performance based in 2017/18 (known as Program for Result).
Although the loan has been approved by the World Bank and Federal Ministry of Finance
and the National Assembly has declined to approve as part of the 2017 and 2018 national
borrowing plan submitted by the Federal Government for Kaduna State.

82.

There has been under-performance from 2013 to 2017. Due to the National Assembly's
decline to accent the World Bank loan for the State, this has worsen the performance in
2017 and may also affect 2018. Once they agree to assent to the loans, the state will
witness a sharp increase in performance over the period of 2018, 2019 and 2020.

83.

Again, this level of unpredictability should be considered when formulating the fiscal
forecast in both MDAs and the Central Coordinating Agency (PBC).

84.

There is likely to be a low level of Loan draw down in 2018 due to the non-realisation of
N89 billion World Bank P4R funding.

Expenditure Side
85.

On the expenditure side, the document looks at Consolidated Revenue Fund (CRF) charges,
Personnel, Overheads and Capital Expenditure – budget versus actual for the period 20122017 (six years) and 2018 budget.
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Figure 16: CRF Charges
CRF Charges Budget vs Actual: 2012 - 2018
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86.

CRF charges consist of pensions, gratuities, debt servicing and consolidated salaries. In
2017 budget, pensions have been moved to the overheads. Actual CRF charges in 2013
show an over-performance and 2014 it dropped slightly. In 2016, the actual CRF hugely
increase due to the utilization of the Paris Club refund to pay backlog of both State and
LGAs pensions and gratuity. Supplementary budget was passed in 2016 to take care of
pension's arrears expenditure.

87.

The State plans to pay all outstanding gratuity in 2018 which will lead to the reduction of
budgetary provision for CRF charges between the 2019-2021 periods.
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Figure 17: Personnel
Personnel Expenditure Budget vs Actual: 2012 - 2018
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88.

Personnel cost comprise the emoluments due to the employees of the state which is paid
centrally through the Accountant-General's account. Actual personnel spending rose
progressively except in 2015 when a routine staff verification exercise and other ancillary
measures implemented by this administration to eliminate ghost workers from the payroll,
induced a sharp decline. With the introduction and implementation of the new Pension
scheme and re-structuring of the Civil Service, the state recorded a sizeable number of
staff attrition from the service. This further contributed to the decrease in the personnel
cost in 2017. In addition to this is the introduction and implementation of the IPSAS Chart
of Account where some Component of the personnel cost is now being captured in the
overheads.

89.

There was a significant increase in budgeted and actual personnel expenditure in 2017 –
this is due to the capture of 60% contribution from Local Government Councils for the
Primary Health Care personnel costs.

90.

The plan to inject more staff into the system is what informed the increase in the Budgeted
Personnel figure of 2017 and 2018.
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Figure 18: Overheads

91.

Overheads comprise mainly of operational and maintenance costs for running the
government. Actual overhead performance fluctuated over the period under review.

92.

There has been a fluctuating performance in actual figure in from the year 2013 to 2016.
We witnessed a sharp decrease in 2017 due to full implementation of reforms such as
budget Adjustment Mechanism, take-off of contributory pension to mention but a few.

93.

It is worth noting that in 2016 and 2017 overhead cost performance vis-à-vis budgeted
stood at 94.85% and 34.26% respectively because of budget realism and prioritisation of
funds to capital development. Kaduna State needs to sustain the current practice of budget
realism and the implementation of the Budget Adjustment Mechanism.

94.

The sharp increase in 2017 and 2018 Budgeted figure is because of the decision by State
Government to settle the three years' backlog gratuity. Furthermore, the implementation of
IPSAS is another reason for the sharp increase which takes away gratuity as personnel
component to overheads. Once, this backlog is cleared, it is expected that the overhead
cost should decline drastically.
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Figure 19: Capital Expenditure
Capital Expenditure Budget vs Actual: 2012 - 2018
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34.13%

163.82%

-46.24%

Performance
Growth

Year

95.

Capital expenditure in 2016 recorded 57.35% performance against budgeted, while in 2017
performance dropped to 25.4% largely due to non-approval of World Bank loan facility by
National Assembly. The consistency in the budgeted figure in 2017 and 2018 is as a result
of hope that the National Assembly will assent the World Bank loan facility.

96.

Going forward, the State should make a modest revenue projection in line with the actual
trend to avoid mismatch between budget and the actual.

97.

There is likely to be a low level of Capital Expenditure performance in 2018 due to the nonrealisation of N89 billion World Bank P4R funding. It is very important that the State has a
strategy for dealing with this short-fall – this should include a prioritisation of projects and
potentially a reallocation of discretional Capital Development Fund resources. The issue of
carry forward projects into 2019 must be properly considered.
Figure 20: Recurrent : Capital Expenditure Ratio
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98.

In the period under review, the capital budget has typically exceeded recurrent allocations
with the highest in 2014. In reality however, recurrent expenditure swamped capital
spending as more resources are channelled to recurrent expenditure which negates budget
creditability. Budget credibility ensures that budget is realistic and implemented as
intended. From the graph above, in terms of Budget credibility, 2011 witnessed the lowest
while 2016 witnessed the highest actual capital budget expenditure compared to other
years. A shortfall in IGR results to limited recurrent account surplus. Low capital receipts
also contribute to creating funding gaps for capital expenditure as such, there is the need
to be modest in our estimation to ensure budget creditability.

By Sector
99.

Budget and actual expenditure of the sectors and sub-sectors in terms of personnel,
overhead and capital expenditure are presented in Tables 6. The sub-sectors can be further
categorized into the major sectors of Governance, Social, Economic and Law and Justice
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Table 4: Personnel Expenditure by Sector
Personnel Expenditure by Sector
No. Sector
2014 Budget
1 Governance - Government House
765,123,177
2 Governance - Office of the Head of Service & Parastatals
323,539,370
3 Governance - Secretary to the State Government 453,954,883
4 Governance - Ministry of Economic Planning & Parastatals
80,118,839
5 Governance - Ministry of Finance & Parastatals
890,030,778
6 Governance - Ministry for Local Government
53,443,420
7 Governance - Office of the State Auditor-General 123,875,733
8 Governance - Office of Auditor-General (Local Govt)99,806,551
9 Governance - Public Procurement Authority
18,289,502
10 Governance - Local Government Service Commission44,503,150
11 Governance - Other Non-SIP MDA's
4,272,552
12 Governance - Civil Service Commission
93,665,411
13 Governance - Kaduna State Indep. Electoral Commission
93,075,595
15 Governance – Other Non-SIP MDA’s
507,525,448
16 Health
6,025,169,678
17 Education
13,677,939,836
18 Social Welfare
237,828,706
19 Works and Infrastructure
343,810,651
20 Rural & Community Development
72,772,508
21 Agriculture
787,284,795
22 Water
79,449,502
23 Environment
143,838,229
24 Commerce
50,167,987
25 Internal Security, Law and Justice - Ministry of Justice
149,540,272
26 Internal Security, Law and Justice - Other Non-SIP
1,424,441,832
MDA's
Total
26,543,468,405

2014 Actual
683,384,578
269,581,578
645,984,528
77,263,563
611,889,708
46,661,578
110,870,477
102,926,676
17,780,778
44,119,350
4,884,341
92,226,647
92,168,870
573,764,668
5,353,720,630
13,568,749,049
229,424,756
345,257,754
69,689,004
686,345,146
70,232,336
137,221,679
47,736,572
137,458,384
1,168,018,735
25,187,361,385

2015 Budget
817,686,250
699,348,468
936,361,012
136,128,481
1,638,837,422
63,624,145
132,924,593
104,133,996
23,141,789
31,256,325
38,466,349
54,000,000
68,648,668
761,934,316
7,983,681,143
15,192,700,842
249,327,340
435,298,811
69,661,201
847,587,725
79,492,160
181,694,574
56,355,773
160,814,246
1,781,145,816
32,544,251,444

2015 Actual
623,200,921
312,038,285
581,627,353
162,092,863
534,069,635
55,416,299
119,004,064
106,459,052
17,403,877
74,323,949
55,459,062
74,323,949
97,937,621
747,629,442
5,679,860,256
14,176,972,737
213,957,901
304,279,449
79,941,426
652,396,472
58,755,839
197,366,234
59,465,152
144,046,904
1,228,691,430
26,356,720,171

2016 Budget
758,616,437
373,081,291
827,234,154
180,159,389
1,371,346,798
32,587,856
50,618,101
89,172,871
30,261,455
669,468,576
62,640,114
91,547,882
97,259,328
41,009,599
834,539,105
11,647,267,297
354,213,224
251,795,312
541,699,006
656,704,425
13,822,541
141,901,380
68,443,788
0
12,607,058,449
31,792,448,380
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2016 Actual
647,671,001
303,765,777
644,977,601
166,319,861
671,993,949
86,804,414
100,726,432
95,862,788
0
36,045,430
39,799,032
47,718,772
84,678,721
637,979,565
6,063,013,583
8,812,230,063
185,073,828
303,699,063
62,559,558
665,951,083
69,354,049
194,199,107
80,739,471
150,899,676
1,594,417,515
21,746,480,339

2017 Budget
85,392,286
324,824,668
489,997,744
315,675,039
2,230,448,236
85,778,041
105,881,972
99,805,620
28,255,781
30,937,034
534,111,189
49,479,335
60,758,154
802,991,839
13,380,891,366
15,829,766,274
260,547,145
1,235,426,488
81,793,381
857,097,961
71,254,715
143,908,633
275,021,797
159,020,839
2,051,039,976
39,672,706,701

2017 Actual
146,162,860
331,665,369
509,023,417
61,407,179
612,399,662
28,928,745
94,737,177
108,633,734
26,213,370
41,478,728
453,030,901
46,822,839
103,431,964
775,326,359
6,672,452,454
6,658,893,294
103,981,869
1,086,072,702
59,650,004
710,526,771
95,079,414
180,933,045
189,044,849
179,093,248
1,708,881,554
21,057,878,718

Performance Average Budget Average Actual
86.55%
1.86%
2.23%
70.73%
1.32%
1.29%
87.96%
2.07%
2.52%
65.59%
0.55%
0.50%
39.64%
4.70%
2.58%
92.51%
0.18%
0.23%
102.91%
0.32%
0.45%
105.34%
0.30%
0.44%
61.43%
0.08%
0.07%
25.25%
0.59%
0.21%
86.50%
0.49%
0.59%
90.44%
0.22%
0.28%
118.29%
0.24%
0.40%
129.39%
1.62%
2.90%
84.21%
21.62%
25.19%
76.70%
43.16%
45.81%
66.47%
0.84%
0.78%
89.98%
1.74%
2.16%
35.49%
0.59%
0.29%
86.23%
2.41%
2.88%
120.25%
0.19%
0.31%
116.09%
0.47%
0.75%
83.78%
0.34%
0.40%
130.28%
0.36%
0.65%
31.91%
13.68%
6.04%
72.27%
100.00%
100.00%
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Table 5: Overhead Expenditure by Sector
Overhead Expenditure by Sector
No. Sector
2014 Budget
1 Governance - Government House
3,694,442,839
2 Governance - Office of the Head of Service & Parastatals
792,521,362
3 Governance - Secretary to the State Government5,739,494,575
4 Governance - Ministry of Economic Planning & Parastatals
263,653,025
5 Governance - Ministry of Finance & Parastatals 21,816,262,692
6 Governance - Ministry for Local Government
20,774,000
7 Governance - Office of the State Auditor-General 27,520,000
8 Governance - Office of Auditor-General (Local Govt)10,305,000
9 Governance - Public Procurement Authority
55,386,250
10 Governance - Local Government Service Commission6,650,000
11 Governance - Other Non-SIP MDA's
19,600,000
12 Governance - Civil Service Commission
31,492,500
13 Governance - Kaduna State Indep. Electoral Commission
99,585,000
15 Governance – Other Non-SIP MDA’s
2,393,500,000
16 Health
1,064,231,332
17 Education
4,300,237,642
18 Social Welfare
761,917,200
19 Works and Infrastructure
133,348,500
20 Rural & Community Development
33,067,000
21 Agriculture
478,312,435
22 Water
69,555,075
23 Environment
65,000,000
24 Commerce
46,355,250
25 Internal Security, Law and Justice - Ministry of Justice
163,083,009
26 Internal Security, Law and Justice - Other Non-SIP402,962,521
MDA's
Total
42,489,257,207

2014 Actual
3,712,151,821
487,222,600
7,340,193,661
227,213,640
21,148,472,999
30,000,511
40,767,281
9,400,664
38,433,417
5,212,474
10,531,353
31,605,160
69,676,254
2,000,074,794
451,973,939
3,469,384,047
720,969,548
105,397,146
22,623,434
437,682,467
35,541,225
57,861,092
52,372,548
85,502,934
192,340,813
40,782,605,822

2015 Budget
2,518,278,484
661,249,075
5,471,292,996
330,000,000
22,352,730,684
30,000,000
34,000,000
11,000,000
44,308,000
4,800,000
8,500,000
26,000,000
1,024,000,000
1,500,000,000
887,160,950
3,141,672,166
258,000,000
134,000,000
28,000,000
43,390,000
35,000,000
75,884,000
56,000,000
108,150,000
465,617,636
39,249,033,991

2015 Actual
2,118,515,300
377,538,004
5,114,564,535
157,610,294
2,612,087,877
15,404,244
30,613,181
3,998,879
34,059,456
7,723,987
6,852,400
7,723,987
27,581,091
1,507,398,684
656,964,988
3,481,310,504
248,995,427
58,010,299
12,898,830
21,801,952
11,698,327
47,395,660
47,047,792
107,531,957
407,841,435
17,123,169,090

2016 Budget
1,710,504,218
1,090,185,000
3,281,361,000
161,532,000
18,170,485,500
454,445,000
27,281,000
31,058,000
32,434,000
1,297,000
7,088,000
18,625,000
20,665,000
1,563,170,922
713,460,067
3,520,046,195
294,915,000
153,509,000
317,283,000
33,061,000
21,021,000
55,670,000
44,806,000
126,852,000
357,693,000
32,208,447,901
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2016 Actual
1,305,757,693
443,166,892
298,130,786
183,076,615
11,453,293,134
361,180,304
27,206,966
16,294,700
0
1,024,793
2,273,251
15,132,289
15,252,452
1,543,973,767
971,591,089
2,176,593,467
304,136,195
19,523,340
87,325,942
18,103,840
81,204,106
53,807,323
9,756,001
43,811,867
242,600,219
19,674,217,034

2017 Budget
816,331,176
820,786,809
4,303,098,752
218,012,739
27,182,330,292
445,570,494
31,287,246
29,610,215
8,995,356
2,390,500
855,384,877
17,558,812
18,028,501
1,972,531,010
961,368,787
4,170,735,739
253,294,760
466,680,869
152,149,014
37,293,665
21,155,543
50,671,906
175,777,126
69,265,216
407,095,507
43,634,863,831

2017 Actual
1,519,450,737
622,142,403
3,719,978,570
152,263,312
19,028,448,855
402,567,730
34,330,328
16,194,601
7,140,943
1,017,909
668,641,234
17,540,759
17,991,259
1,994,264,525
473,758,595
1,763,400,312
60,484,562
143,819,854
84,628,740
31,187,351
15,779,515
59,148,226
99,246,831
83,397,713
375,337,485
31,580,652,452

Performance Average Budget Average Actual
99.04%
5.55%
7.93%
57.36%
2.14%
1.77%
87.64%
11.93%
15.09%
74.00%
0.62%
0.66%
60.59%
56.81%
49.69%
85.10%
0.60%
0.74%
110.68%
0.08%
0.12%
55.98%
0.05%
0.04%
56.43%
0.09%
0.07%
98.95%
0.01%
0.01%
77.29%
0.57%
0.63%
76.86%
0.06%
0.07%
11.23%
0.74%
0.12%
94.84%
4.71%
6.45%
70.44%
2.30%
2.34%
71.97%
9.60%
9.98%
85.11%
1.00%
1.22%
36.82%
0.56%
0.30%
39.11%
0.34%
0.19%
85.93%
0.38%
0.47%
98.29%
0.09%
0.13%
88.26%
0.16%
0.20%
64.54%
0.20%
0.19%
68.52%
0.30%
0.29%
74.58%
1.04%
1.12%
69.27%
100.00%
100.00%
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Table 7: Capital Expenditure by Sector
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
15
16
17
18
19
20
21
22
23
24
25
26

Sector
Governance - Government House
Governance - Office of the Head of Service & Parastatals
Governance - Secretary to the State Government
Governance - Ministry of Economic Planning & Parastatals
Governance - Ministry of Finance & Parastatals
Governance - Ministry for Local Government
Governance - Office of the State Auditor-General
Governance - Office of Auditor-General (Local Govt)
Governance - Public Procurement Authority
Governance - Local Government Service Commission
Governance - Other Non-SIP MDA's
Governance - Civil Service Commission
Governance - Kaduna State Indep. Electoral Commission
Governance – Other Non-SIP MDA’s
Health
Education
Social Welfare
Works and Infrastructure
Rural & Community Development
Agriculture
Water
Environment
Commerce
Internal Security, Law and Justice - Ministry of Justice
Internal Security, Law and Justice - Other Non-SIP MDA's
Total

2014 Budget
6,017,397,855
64,264,785
165,053,480
8,154,700,000
5,800,008,575
566,980,920
0
0
0
0
6,605,225
0
0
250,000,000
10,580,127,595
17,724,175,310
774,955,500
32,322,914,720
5,026,336,840
2,554,700,670
24,200,007,400
4,162,607,580
840,000,000
106,070,610
470,000,000
119,786,907,065

2014 Actual
275,716,329
0
24,436,402
776,329,283
2,745,038,746
321,480,536
0
0
0
0
3,950,000
0
0
0
334,942,200
643,476,228
2,297,437
7,315,721,952
29,172,794
663,060,770
1,720,473,439
2,665,773,948
0
0
0
17,521,870,063

2015 Budget
4,119,143,705
77,500,000
165,053,480
1,489,660,195
1,059,269,360
2,602,672,330
0
0
0
0
0
0
0
197,000,000
8,198,983,555
17,744,459,700
912,367,980
25,092,232,035
567,440,215
7,174,402,435
16,826,500,320
2,851,015,065
670,000,000
136,075,610
496,954,210
90,380,730,195

2015 Actual
2016 Budget
28,661,000
7,101,594,690
0
49,618,550
225,221,042
2,100,000,000
368,458,599
1,393,440,000
3,405,654,049
5,988,353,052
0
131,078,000
0
0
0
0
0
0
0
0
0
0
0
0
0
1,100,000,000
0
414,200,000
1,239,697,979
6,661,683,064
7,504,819,628
27,989,429,588
0
254,151,200
3,847,856,930
30,135,565,941
0
2,977,051,117
4,483,735,235
5,577,475,528
2,196,401,224
11,403,208,639
0
2,115,820,161
329,373,000
1,336,000,000
765,100
119,785,000
793,908,420
439,320,000
24,424,552,207 107,287,774,530
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2016 Actual
2017 Budget
3,067,138,884
7,150,078,245
870,000
227,016,400
1,372,800,000
2,627,641,006
1,928,453,140
3,214,973,002
5,996,404,827
5,306,802,500
55,506,129
347,990,064
0
0
0
0
0
0
0
0
0
0
0
0
1,099,447,806
1,013,002,500
0
0
1,620,580,739
10,490,384,271
15,129,401,678
44,847,334,630
158,404,561
2,303,668,000
22,334,634,678
29,391,981,823
1,451,283,238
7,079,453,000
1,079,018,110
4,665,051,846
4,355,314,452
8,602,882,812
1,709,699,081
4,888,786,060
359,565,676
1,551,537,348
0
247,835,850
372,820,000
978,008,250
62,091,342,998 135,026,977,609

2017 Actual
1,533,616,368
0
250,000,000
919,667,929
2,470,731,288
0
0
0
0
0
0
0
0
0
3,111,542,644
6,134,710,969
138,822,237
13,079,964,930
659,703,373
726,707,393
1,116,948,657
2,098,467,117
418,313,709
75,132,910
82,080,387
32,816,409,911

Performance Average Budget Average Actual
20.11%
5.39%
3.58%
0.21%
0.09%
0.00%
37.02%
1.12%
1.37%
28.01%
3.15%
2.92%
80.52%
4.01%
10.68%
10.33%
0.81%
0.28%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
59.80%
0.00%
0.00%
0.00%
0.00%
0.00%
52.03%
0.47%
0.80%
0.00%
0.19%
0.00%
17.55%
7.94%
4.61%
27.16%
23.94%
21.49%
7.06%
0.94%
0.22%
39.83%
25.84%
34.03%
13.67%
3.46%
1.56%
34.81%
4.41%
5.08%
15.38%
13.49%
6.86%
46.18%
3.10%
4.73%
25.18%
0.97%
0.81%
12.45%
0.13%
0.06%
52.38%
0.53%
0.91%
30.25%
100.00%
100.00%
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2.B.2

Debt Position

100. A summary of the consolidated debt position for Kaduna State Government is provided in
the table below.
Table 6: Debt Position as at 31st December 2017

101. External Loans: These loans are multilateral loans sourced from different financial
institutions for various infrastructure development projects. The financial institutions
include International Development Association (IDA), African Development Bank (AfDB),
Islamic Development Bank (IDB), etc. The Federal Ministry of Finance (MoF) obtains the
credit facility and on-lends to State Governments through the subsidiary loan Agreement.
102. Internal Loans: These constitute commercial bank loans (N23.5 billion), contractors'
arrears (N23.0 billion), gratuity (N21.2 billion) and the Federal Budget Support facility
(N16.1 billion).
103. Solvency: This measures the ability of the State to meet its future debt obligations. From
the above analysis, Kaduna State has exceeded all of the sustainable threshold limit.
104. External Debt Service to Total Revenue: The External Debt Service to Total Revenue
ratio as indicated above is 2.58%. This assessment evaluates the level of pressure put on
revenue in providing adequate cover for external debt service. Accordingly, the above
assessment clearly shows the robustness of the State's Total Revenue in meeting the
External Debt repayment. The risk for external debt is the potential devaluation of the
Naira as occurred in mid-2016. This resulted in a significant one-off increase in the value
(and level of servicing) or foreign debt.
105. Total Debt Service to Total Revenue: This is a measure of the liquidity position of the
State, which assesses the State's ability to meet annual debt service liabilities as they fall
due. The ratio of 4.68% as indicated above shows that the liquidity position is good.
106. Domestic Debt Service to IGR: This ratio assesses the capacity of the State's Internally
Generated Revenue in meeting its domestic debt service obligations. As can be seen in the
table above, the threshold has been marginally exceeded at 10.49%.. It should be noted
that the debt servicing figures do not include payment of contract liability arrears. If these
were included, both the Total Debt Service to Total Revenue and Domestic Debt Service to
IGR would increase quite substantially.
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Section 3
3.A

Fiscal Strategy Paper

Macroeconomic Framework

107. The Macroeconomic framework is based on several different sources of information. For
National Inflation and Real GDP growth, figures have been taken from IMF World Economic
Outlook April 2018.
108. Crude Oil production figures from NNP are only available to December 2017 – the trend in
the second half of 2017 was 1.95 MBPD. Recent press reports suggest the current
production level is close to 2.1 MBPD which is still well below the federal benchmark for
2018 of 2.3. A rate of 2.1 MBPD seems to be prudent although this might be updated
based on any production quota changes from OPEC and/or updated official production data
from NNPC. There is also the possibility that the move away from JV arrangements may
also bring in efficiencies in the market which may also increase production. However the
elections in 2019 as well as the broader global outlook will provide downside risks which
balance out the above upsides – hence the current rate of production is the most
appropriate outlook. (
109. In predicting the Oil Price Benchmark for the period 2019 - 2021 the current (May 2018)
Bonny Light Crude Oil Price (as reported by OPEC) of $77.73, EIA (June 2018 short term
outlook) price outlook for 2019 of $67.74 (Brent Oil – this translates to around $70 for
Bonny Light)) and the IMF forecasts a 6.5% drop in Crude Oil prices in 2019, and average
annual decreases of 2.1% per annum for the following four-year period up to and including
2023 have all been taken into consideration. The EIA / IMF projections would suggest a
price of approximately $67 in 2021.
110. As with production, there are upsides in terms of the benchmark as the new
administrations in 2019 are likely to apply upwards political pressure. Hence the most
appropriate assumption for the period is the current rate of $51 which still allows for a
25% buffer between forecast and benchmark in 2021.
111. The CBN official exchange rate of N305/$ (As at 15th June 2018) was considered and the
estimate for the exchange rate is pegged at N305/$ given the relatively steady official
exchange rate over the period.
112. The mineral ratio reflects the percentage of the crude oil sales that get to the federation
account. The ratio has improved over the last 12 months however it is still less than 20%
based on a 12 month moving average to end of Q1 2018. It is assumed that when the
Petroleum Industry Bill (PID) is passed in full (all element) and other reforms around the
petroleum industry is implemented, the ratio will increase significantly. However prudence
in this respect is strongly advised.
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Figure 21: Kaduna State Macroeconomic Framework
Item
National Inflation
National Real GDP Growth
Oil Production Benchmark (MBPD)
Oil Price Benchmark
NGN:USD Exchange Rate
Other Assumptions
Mineral Ratio

3.B

2018
14.00%
2.10%
1.8000
$44.50
305

2019
14.80%
1.90%
2.1000
$51.00
305

2020
14.60%
1.93%
2.1000
$51.00
305

2021
14.40%
1.95%
2.1000
$51.00
305

25%

32%

35%

38%

Fiscal Strategy and Assumptions

Policy Statement
113. The overall policy of government when considering its budget remain along the line of the
State Development Plan 2016-2020 with the following key criteria:
•

Invest in education, healthcare and social welfare to ensure Kaduna residents are
healthy, productive and competitive.

•

Foster the security of lives and property throughout Kaduna State by targeting the
roots and symptoms of intolerance and communal violence.

•

Institute a good governance system that is founded on a competent and responsive
public service with zero tolerance for corruption.

•

Maintain, rebuild and expand decaying infrastructure particularly water supply,
electricity and road networks to accelerate economic growth and create jobs;

•

Promote agriculture and food security and reform land administration as a basis for
wealth creation and capital formation, while preserving and enhancing environmental
management.

Objectives and Targets
114. The key targets from a fiscal perspective are:
•

Ensuring the actualization of the development priorities of the government as
articulated in the State Development Plan (SDP) and respective Sector
Implementation Plans (SIPs);

•

Maintaining a favorable proportion of Capital to Recurrent expenditure (at least a
target of 60%:40%);

•

Leverage N800 billion in PPP funding between 2016 and 2020;

•

Maintain a sustainable debt position in line with Federal Debt Management Office
(FDMO) criteria.

•

Expand the revenue base of the state by exploring untapped sources.

•

Improve economic growth through investment in infrastructure.

•

Eliminating wastages and other unjustifiable expenditure that are not clearly linked
to policy objectives; and

•

Ensuring adequate provision of 2018 projects likely to be completed in 2019 or over
the period of 2020 - 2021;

•

Ensure the inclusion of sector wide public works programs with significant potential
for job creation across all local governments of the state
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3.C

Indicative Three Year Fiscal Framework

115. The indicative three year fiscal framework for the period 2019-2021
Table 7: Kaduna State Medium Term Fiscal Framework

3.C.1

Assumptions

116. Statutory Allocation - is based on an elasticity forecast for non-mineral revenues (CIT
and Customs) consistent with the macroeconomic framework displayed above using 2016
actuals and 2017-2020 real GDP growth and inflation. Historical elasticities are calculated
for the period 2012-2017. Mineral revenues are based on the benchmarks and the current
proportion of crude oil sales proceeds that are converted into fiscal resources.
117. The budgeted figures for Statutory Allocation do not include any excess crude or other
Federation Account receipts.
118. VAT - The estimate for VAT is based on elasticity using 2012-2017 actuals and 2017-2020
real GDP growth and inflation. Historical elasticities are calculated for the period 20122016.
119. Excess Crude - There is no provisions for revenue from excess crude.
120. Internally Generated Revenue (IGR) - A base of 2017 actual collections is used as the
basis for the IGR forecast, and subsequent it is assumed that the IGR will grow by 15% per
annum. Total IGR collections January to May in 2018 is N14.178 billion (grossing this up to
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a full 12 month at the same monthly collection rate would give N34 billion for the full year)
however this figure includes an element of Sale of Government Houses. It is also
understood that the IGR figure for 2017 of N26.9 billion included N3.5 billion from the
Sales of Government Houses, hence IGR would need to grow by an additional 7% per year
in 2018 and 2019 (total 22% growth per year) in order to achieve the forecast amount of
N35.6 billion in 2019.
121. The sales of the remaining government houses has been included as capital receipts from
2018 onwards (in accordance with IPSAS and the NCOA)
122. Grants - Grants are very hard to predict and the recording of actual grant receipts is not
very accurate as a lot of expenditure is off budget. The forecasts are based on current
commitments from federal government and the development partners (including UN
System, DFID, BMGF, and the World Bank group). Since grant funding is non-discretional,
these funds are tied to the implementation of specific programs/projects. If the funds are
not forthcoming, the programs/projects will not be implemented. The estimates for 20192021 are based on the actual 2018 budget and estimates of which grants will carry over
beyond 2018.
123. Miscellaneous Capital Receipts - Based on the sale of non-essential government
houses which may extend to 2019 and beyond.
124. Financing (Net Loans) - Sourcing of loans currently ongoing in the State. . The 2017 and
2018 budgets were heavily dependent on the World Bank PforR credit facility which
affected the implementation of the budgets due to non-approval of the loan by the
National Assembly. For 2019 budget, the State has tread with caution by not including the
PforR loan facility in the estimates.
125. Personnel – Is based on aa 5% annual increment on the 2018 budget. Kaduna State is
currently preparing a Harmonised Salary Structure which may increase or decrease the
current cost base. In addition, the implementation of the minimum wage policy will
increase salary costs once implemented. These are not reflected in the 5% increment and
must be estimated and captured in due course.
126. Overheads - Is based on a 5% annual increment on the 2018, which include debt
servicing and pension contributions in accordance with IPSAS.
127. Contingency and Planning Reserves - No provision is made for contingency and
planning reserves.
128. Capital Expenditure - This is based on recurrent account surplus plus capital receipts,
i.e. internal and external grants, internal and external loans (with exception of the World
bank PforR) as well as other capital receipts. The major items are:
•

Sale of Non-Essential Government Housing: it is assumed that the total provision of
N11.6 billion contained in the 2018 budget represents the total stock available to
sell. It is assumed that 70% of the value will be realised in 2018 (to date, N4.35
billion has been received in 2018) and the balance of 30% will flow in 2019 (N3.5
billion). This will be a discretional receipt.

•

KAPSCO Indian EXIM Loan facility of N9.5 billion: N1.7 billion has been drawn to
date in 2018 and it is assumed a further N2.3 billion will be drawn in the remainder
of 2018. This will leave a balance of N4.5 billion for 2019.

•

Kaduna Metropolitan Rapid Rail Transport (CBN): the total facility of N10 billion will
be drawn almost evenly in 2019 and 2020 (N5 billion per year).

•

300 Bed Specialist Hospital Project in Kaduna (ISDB): There is a provision for N9.1
billion in 2019 however the details of this loan (total facility, draw down schedule)
were not available when this document was being produced and should be
investigated further.

•

Ecological Fund: N3.0 billion for 2019, increasing to N4.0 billion in 2020 and N5.0
billion in 2021. This may also require further review.
Page 33

Kaduna State MTEF 2019-2021
129. The above five items represent 70% of capital receipts for 2019.

3.C.2

Fiscal Trends

130. Based on the above envelope, plus actual figures for 2011-2018 (using the same basis for
forecasting as noted in the sub-sections within section 3.B), the trend from historical actual
to forecast can be seen for revenue and then expenditure in the line graphs below.
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Figure 22:Kaduna State Revenue Trend
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Figure 23: Kaduna State Expenditure Trend

Page 36

Kaduna State MTEF 2019-2021

3.D

Fiscal Risks

131. The analysis and forecasting basis as laid out above implies some fiscal risks, including but
not limited to.
Table 8: Fiscal Risks
Risk

Likelihood

Impact

Reaction

Risks to Statutory Allocation
based on Oil Price or Production
shock

High

Short fall
in
Statutory
Allocation
from FAAC

In the long term, Kaduna State
would have to be less dependent
on Statutory Allocation to fund its
expenditure. This would be
achieved through higher IGR
collections. In the short term,
capital projects would be prioritized
and overhead expenditure should
be made flexible for reduction if
short term falls are further
experienced.

(High)

Threat to security in Kaduna
and neighboring States which
could reduce economic
activity by taxpayers.

Medium

Reduced
IGR and
increased
overhead
(Medium)

Proactive engagement with
communities in the State and
neighboring States - through
collaborative effort with the State
Emergency Management Agency
(SEMA), Northern Governor’s
Forum, etc. – to reduce risk as
well as
“pooling of resources” to
stabilize revenue and
expenditure.

Floods and other natural
disasters which could adversely
affect farming and other
economic activity

Medium

Reduced
IGR and
increased
overhead

Increased investment to raise the
level of climate resilience (flood
control and irrigation) adaptation
and awareness.

(Medium)
Security situation nationwide
deteriorates causing reductions
in Federal transfers

Medium

Reduced
Statutory
Allocation
and VAT
from FAAC
(High)

No materialisation of Capital
Receipts

Medium

High
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In the long term, Kaduna State
would have to be less dependent
on Statutory Allocation and VAT to
fund its expenditure. This would
be achieved through higher IGR
collections. In the short term,
capital projects would be
prioritized and overhead
expenditure should be made
flexible for reduction if short term
falls are further experienced.
Loans that are at risk of not
materialising must be ring fenced
to specific activities and the risk
should be spread reasonably
across sectors to the extent
possible, and on lower priority
projects.
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2019 elections result in
reduced economic activities
and reduced tax remittance

Medium

Reduced
IGR and
VAT
Revenues

Budgetary forecasts must take into
consideration the downside risks

(Medium)
Higher level of security
expenditure over 2019 election
period

Medium

Increased
expenditure
(Medium)

Budgetary forecasts /
appropriations are adequate to
cover potential expenditures

132. It should be noted however that no budget is without risk. The ongoing implementation of
the 2018 budget should be closely monitored, as should the security situation and impact of
the fiscal and economic outlook.

3.E

Local Government Forecasts

133. Based on the Macroeconomic assumptions in section 3.A, the forecasting techniques noted
in section 3.B and the vertical and horizontal sharing ratios from May 2018, the Federation
Account revenues have been forecasted for the 23 Local Governments (LGs) of Kaduna
State. In addition, LG share of IGR (LG receive 10% of Personal Income Tax (PAYE and
Direct Assessment) which is estimated to constitute 1/3 of the IGR estimate contained in
the State Fiscal Framework (Table 7 above).
134. The forecasts for the period 2019-2021 is provided in Figure 24 below.
Figure 24 Local Government FAAC and Share of State IGR Estimates
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135. Additional Grants are also available to Local Governments as identified in the Local
Government Fiscal Transparency, Accountability and Sustainability (LFTAS) programme.
There is an annual incentive in the sum of Twenty Million Naira only for the participating
LGAs who had made the minimum performance indicators as listed below:
•

Budget preparation Process - Increased Citizen engagement in Budget processes

•

Adherence to Policy Documents - Strengthen Plan-Budget link

•

Internally Revenue Generation (IGR) -Improved revenue generation

•

Procurement and nominal roll fraud - Increased Transparency and value for money

•

Tracking Absenteeism and non-challant attitude of Primary School Teachers and
Health personnel - Improved service delivery and Improved quality of education
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136. More information is available in the Memorandum issued by the Commissioner of the
Planning and Budget Commission in June 2018.
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Section 4
4.A

Budget Policy Statement

Budget Policy Thrust

137. To achieve its vision the current administration will focus on four areas namely Economic
Development, Social Welfare, Security and justice, and Governance. Consequently, financial
resources will be strictly dedicated to meet the objectives outlined in the State
Development Plan.
138. The Multi-Year Budgeting Framework will be utilized and the 2019-2021 multi-year budget
will emphasize on the following:
•

Serve strictly as the financial implementation plan of the State Development Plan;

•

Cover the three-year period, 2019-2021;

•

Action the costed Sector Implementation Plans (SIPs) of Ministries, Departments and
Agencies with strengthened budget and expenditure management systems and
processes.

139. The 2019 Budget will also adhere to key fiscal objectives outlined by the current
administration which focus on the following:

4.B

•

Ensuring the actualization of the development priorities of the government as
articulated in the State Development Plan and respective Sector Implementation
Plans (SIPs);

•

Maintaining a favorable proportion of Capital to Recurrent Expenditure (at least a
target of 60%:40%);

•

Ensuring adequate provision is made to complete 2018 projects in 2019;

•

Expanding the revenue generation capacity of the State; and

•

Eliminating wastages and other unjustifiable expenditure that are not clearly linked
to policy objectives.

Sector Allocations (3 Year)

140. Presented in the table below are the indicative three envelopes for sectors and sub-sectors.
The basis for 2019-2021 recurrent expenditure envelopes (Personnel, Overheads) is an
average for the period 2014-2018 budget allocations.
141. For Capital Expenditure, non-discretional resources have automatically been allocated to
their relevant sectors. The main premise for overall allocation is to maintain to a large
extent the percentage allocations from 2018. The reason for this is there is likely to be a
carry over in the region of N64 billion of projects from 2018 into 2019. It is assumed that
funding of projects in 2018 has been uniform across sectors and MDAs – therefore each
sector/MDA should carry over a similar proportion of their projects to 2019. If it is the case
that some sectors have enjoyed more funding in 2018 than other, these sectors may not
get such a high level of funding in 2019.
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Table 9: Indicative Sector Personnel Expenditure Ceilings 2019-2021
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Table 10: Indicative Sector Overhead Expenditure Ceilings 2019-2021
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Table 11: Indicative Sector Capital Expenditure Ceilings 2019-2021
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4.C

Considerations for the Annual Budget Process

142. Each MDA should follow the steps below in preparing its 2019 budget:
•

Prioritization of 2018 Ongoing Projects

•

Ensure New Projects emerge from SIP/SDP

•

Allocate Resources

143. Capital Expenditure: MDAs are advised to ensure that all ongoing projects that are unlikely
to be completed and paid for in 2018 are captured in their 2019 Budget. Where ongoing
projects exceed ceilings, the MDA’s 2019 budget is to be limited to the value of ongoing
projects only. Ensure New Projects emerge only from SIP/SDP: For new projects, each
ministry should work with its respective MDAs to reassess its Sector Implementation Plan
(SIP) against the State Development Plan (SDP). Sector development priorities should then
be prioritized based on MDA capital ceilings allocated. MDAs may wish to hold internal
management meetings to ensure a coherent strategy, but these must be aligned with
overall sector priorities as defined in your SIP.
144. Allocate resources: Resources should be allocated starting from the highest priority
activities and continuing in sequence down to lower priority activities until the budget
ceiling is reached. This becomes the cut-off point for resource allocations for that year,
except for projects with special funding arrangements (e.g. grant allocations). Projects that
do not make the cut for 2018 can then be moved to 2019 and 2020 respectively.
145. The following will be helpful to keep in mind as you assess each activity within the budget:
•

General - Budget estimates should be prepared for all units, sub-units and facilities
in the organizations for which the MDA is responsible

•

Personnel Costs - All staff on the payroll, including political, public office holders
must be properly reflected in a Staff List that should accompany this proposal
submission. The Staff list must be updated versions from the biometric verification
exercise and should be signed off by Chief Executives who assume responsibility for
ensuring the veracity of the information provided. Chief Executives are also expected
to perform an independent assessment of the true staff position of their MDAs and
ensure this is reflected in the staff list to be sent to the PBC.

•

Personnel cost estimates should consider any changes in staffing levels including
annual increments, promotions, leave grants, retirement and other forms of attrition.
It should also consider implications for annual salary and all other approved
allowances.

•

Recruitment that is not approved by the Government before the submission of this
estimate should not be captured

•

For approved recruitment, approval authorization should be included with the
submission

•

Capital Expenditure - Capital expenditure estimates must be consistent with Kaduna
State Development Plan. Capital projects that are tied to specific sources of funds
(grants, loans, etc.), should be matched with the expected drawdown schedule of
those specific funds and any counterpart funds provided by the State.

•

Where the drawdown of the specified funds is conditional on the provision of
counterpart funds, it should be clearly indicated in the submission
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Section 5

Summary of Key Points and
Recommendations

146. We summarise below a list of the key points arising in this document:
•

The Commissioner, Planning and Budget Commission (PBC) should present the draft
MTEF document to the Executive Council (ExCo), and the Governor should present
the final MTEF to State House of Assembly (SHoA) for their buy-in and approval in
accordance with the Fiscal Responsibility Law (FRL).

•

The State budget estimates should be based on the MTEF document, which has
historically provided more realistic estimates than have been included in the Annual
Budget.

•

Loans expected to be drawn as capital receipts should be captured in the budget
only when they have been approved and commitment fees are paid, and
documentation is lodged with Debt Management Department (DMD).

•

For all loans, the precise impact on debt sustainability ratios should be assessed, and
a detailed analysis of the impact of the associated expenditure (for example,
Economic Analysis, Financial Analysis) is also undertaken to help justify the funding
to the Senate Committee on Foreign Loans (this should be undertaken for the World
Bank P4R loan).

•

A full assessment of 2018 Capital Project implementation (funding) should be
undertaking prior to the finalisation of the 2019 budget so adequate provisions are
made to complete all ongoing projects (it is noted that the aim is to pass the 2019
budget in August, hence the level of 2018 in-year data will be limited).

•

The Accountant General's Report format should be harmonized with the budgeting
system.

•

PBC and the Ministry of Finance (MoF) to hold harmonization meetings on quarterly
basis.

•

PBC and MoF to ensure the sustainability of the MTEF Working Group.
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