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1. PURPOSE 
The main Purpose of this Budget Circular 4/2006 is to: 
1. advise National Departments, Statutory Authorities and Provincial 

Administrations (agencies) of the 2007 Budget Ceilings; 
2. provide guidance to agencies on the form and content for submitting estimates 

for funding under the 2007 Recurrent and Development Budgets;  and 
3. seek agencies’ detailed Budget Estimates for 2007, within the Budget Ceilings 

advised. 
1.1. 2007 Budget Ceilings 
Ceilings have been set to ensure that the Government meets its targets under the 
Medium Term Fiscal Strategy 2002 - 2007 (MTFS) and take into account the latest 
forecasts of Government revenue for 2007. 
For National Departments, ceilings have been provided as: 

 a Total Budget ceiling for your agency (funding requested in your agency’s 2007 
Budget Estimates should be within this ceiling) is included in Table BC at 
Attachment A to this Circular; 
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Program / Activity ceilings for each Program and Activity (these are provided as 
guidance only – but your agency’s 2007 Budget Estimates submission should 
show and justify, as necessary, where you are seeking additional funding to and 
/ or moving funding between programs and / or activities.  This is also at 
Attachment A;  and 
A Preliminary Staff Ceiling for your agency for 2007 is provided in Table 1 at  
Attachment B.  (You should ensure that your agency’s bid for staffing 
resources is within this ceiling). 

The advantages of moving to this format are that: 
presenting the information in this way potentially encourages agencies to think 
about the funding in terms of what it is achieving rather than the inputs focus 
that tends to exist at the moment; 
it will be more consistent with the data that the Integrated Financial 
Management System (IFMS) will both require and provide in the future; 
it potentially enables different treatment for different activities within an agency;  
and 
it potentially enables changes to funding allocations arising from variations in 
revenue projections to be targeted to ensure the Government’s commitment to 
Medium Term Development Strategy 2005-2010 (MTDS) priorities is 
safeguarded (where revenue projections fall) or enhanced (where revenue 
projections increase). 

For Statutory Authorities and other one line agencies, ceilings will be provided as a 
single ceiling. 
For Provincial Administrations, ceilings will be provided as a breakdown between 
Staffing and Other Personnel Emoluments and a Goods and Services ceiling. 

2. STRUCTURE OF BUDGET CIRCULAR 

This Budget Circular includes the following information to assist agencies in 
formulating and submitting their 2007 Budget Estimates. 

• Section 3 provides the policy principles driving the formulation of the 2007 
National Budget; 

• Section 4 briefly outlines the key dates for agencies to submit their 2007 Budget 
Estimates; 

• Section 5 details the priority funding areas based on the Government’s 
development policies; 

• Section 6 details the instructions for agencies to formulate and submit their 2007 
Recurrent Budget Estimates;  

• Section 7 details the instructions for agencies to formulate and submit their 2007 
Development Budget Estimates;  and 

• Section 8 provides details of Contacts within both the Departments of Treasury 
and National Planning & Monitoring. 
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It is important that officers responsible for preparing their agency’s 2007 Budget 
Estimates read this Budget Circular closely and ensure that they comply with the 
requirements of the Circular. 

3. PRINCIPLES GUIDING THE FRAMING OF THE 2007 
NATIONAL BUDGET 

National policy priorities outlined in the MTDS and the fiscal stabilization initiatives 
to reduce the fiscal deficit over a number of years outlined in the MTFS will 
continue to guide the Government’s decisions on the allocation of funding. 
Budget ceilings allocated to individual agencies in the 2007 National Budget will 
reflect the Government’s spending priorities and ongoing program of expenditure 
adjustment to align expenditures more closely with national priorities identified in 
the MTDS and to improve the efficiency of the government in delivering core 
services. 
It is important that all Heads of Departments, Heads of Statutory Authorities and 
Provincial Administrators (Departmental Heads) ensure that their relevant staff are 
provided with copies of this Budget Circular and have plans in place to ensure that 
each agency’s respective obligations will be met. 

4. KEY DATES IN PREPARATION OF THE 2007 NATIONAL 
BUDGET 

National Departments and Statutory Authorities should provide their 2007 Budget 
Estimates on or before 15 August 2006, in accordance with the Budget Timetable 
provided in Budget Circular 2/2006.   
Budget meetings between selected National Departments, Statutory Authorities and 
the Budget Screening Committee are scheduled to be held in the week 
commencing 8 September 2006.   
These meetings will be held to ensure key agencies have an opportunity to discuss 
their 2007 Budget Estimates with senior officials from central agencies.  Details of 
these meetings, including dates, times and venues and the format and structure of 
the discussions will be provided to agencies in late August 2006. 
Budget Estimates from Provincial Administrations should be received immediately 
after the 2007 National Budget is approved by Parliament.  It is preferable that all 
Provincial Budget Estimates and Budget Estimates from Local Level Governments 
(LLGs) are received prior to the end of 2006.  Provincial Administrations should 
provide early assistance to LLGs to assist them in formulating and submitting their 
budgets in a timely way. 

5. PRIORITY POLICY EXPENDITURE AREAS 

The key policy document guiding the Government’s funding allocation decisions is 
the MTDS.  The MTDS provides an overarching development strategy that the 
Government has determined should be used to guide expenditure decisions as 
outlined in the annual Budget.   
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A key aim of the MTDS is to strengthen public expenditure management by 
providing effective support to the prioritization of fiscal resources and cost-effective 
implementation of programs, while at the same time promoting fiscal sustainability 
as an important Government objective. 
5.1. MTDS Expenditure Priorities for the 2007 National Budget 
The MTDS identifies expenditure priorities in the period from 2005 to 2010 as: 

• 

• 

• 

• 

• 

• 

• 

Rehabilitation and Maintenance of Transport Infrastructure; 

Promotion of Income Earning Opportunities; 

Basic Education; 

Development-oriented Informal Adult Education; 

Primary Health Care; 

HIV-AIDS Prevention;  and 

Law and Justice. 
All agencies should ensure that in developing their 2007 Budget Estimates they 
have regard to the expenditure priorities outlined above.  Further details regarding 
these priority expenditure areas can be found in the MTDS document. 
The target for the proportion of total PNG Government expenditure allocated to 
MTDS priority areas for the 2006 Budget was 50 per cent.  In fact, the 2006 Budget 
more than met this target, achieving an outcome of 52 per cent of total PNG 
Government expenditure being directed to MTDS priority areas. 
The target for the 2007 Budget is to maintain this result and allocate at least 52 per 
cent of total PNG expenditure to MTDS priority areas in 2007.  In formulating their 
2007 Budget Estimates, agencies should ensure that they give priority to funding 
for programs that are consistent with the priorities in the MTDS. 
In the context of higher revenues from commodities, it is important that the quality 
of Government expenditure be improved.  This means that expenditure must be 
targeted to those areas that will provide long term benefits to PNG.  The MTDS 
priorities identify those areas. 
5.2. MTFS and the 2007 National Budget 
The other key document guiding the formulation of the 2007 National Budget is the 
MTFS.  The MTFS is a fiscal stabilization plan directed at putting PNG’s public 
finances back on a sustainable footing and returning the budget to a balanced 
position by the end of the period, (i.e. by 2008).  The MTFS calls for: 
1. Cuts in discretionary expenditure in 2002 and 2003 in order to break the cycle of 

deficit and debt (with consolidation of those cuts in 2004 and beyond); 
2. A systematic review of government expenditure to ensure limited resources are 

directed to effective delivery of public goods and services; 
3. Structural improvements in government budget processes;  and 
4. Supporting an environment for sustained private sector economic growth. 
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The MTFS has been partially implemented with solid results in expenditure control 
over the last three budgets.  Solid progress has been made on points 2 – 4, 
although work is continuing.  In particular, a focus on redirecting funding away from 
non-priority areas will continue to be a key objective of and area of focus for the 
2007 National Budget. 
5.3. Key 2007 National Budget Resource Envelope Parameters 
The fiscal parameters that underpin the 2007 Budget Ceilings are based on current 
forecasts of revenue and expenditures. 

• 

• 

• 

• 

• 

Total Revenue and Grants are expected to be K5117.1 million; 

Total Expenditure and Net Lending is expected to be K5152.1 million; 

Total recurrent expenditure is forecast at K3353.5 million; 

Total development expenditure is forecast to be K1798.6 million;  and 

The budget deficit target is 0.2 per cent of GDP or K35 million. 
The budget deficit will be financed from domestic sources. 

6. INSTRUCTIONS FOR COMPLETING 2007 RECURRENT 
BUDGET ESTIMATES 

6.1 Format of an Agency’s 2007 Recurrent Budget Estimates 
6.1.1 General Form of Budget Estimates 

Agencies are required to submit their 2007 Recurrent Budget Bids as an electronic 
copy (diskette), in addition to providing a signed hard copy version.  
Instruction and training sessions will be conducted in mid June 2006 on how to 
complete the hard and electronic copies of your agency’s 2007 Budget Estimates.  
Diskettes will also be provided to agencies at those sessions. 
Your agency has been advised of this training.  Forms, in electronic format, have 
already been issued to agencies.  Any officials requiring further assistance in the 
preparation of submissions should contact the relevant officers identified in  
Section 8 below. 
6.1.2 Summary Form of Budget Estimates 

In addition to the provision of the information requested above under 6.1.1, National 
Departments and Statutory Authorities will also be required to provide an electronic 
copy (diskette) and a hard copy summary of their 2007 Recurrent Budget 
Estimates, consistent with the budgeting structure in Volume 2 (Parts 1 and 2) of 
the 2006 Budget papers. 
That is, National Departments and Statutory Authorities should provide the 
following summary information: 
1. summary table of total expenditure by Program Structure, including each Activity 

under these Programs.  To enable a comparison with previous years, 
information should be provided in relation to 2005 (actual expenditure as shown 
in the final public accounts), 2006 (current appropriation) and 2007 (your 
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agency’s Budget Estimates).  Where your 2007 Budget Estimates propose 
funding for Programs and Activities that is different to what has been provided in 
your ceilings (refer to Section 1.1) you should show and explain/justify this – 
refer to Table 2 – this Table should be completed by National Departments 
ONLY, and 

2. summary table of total expenditure by Line Items.  To enable a comparison with 
previous years, information should be provided in relation to 2005 (actual 
expenditure as shown in the final public accounts), 2006 (current appropriation) 
and 2007 (your agency’s budget estimates) – refer to Table 3 – this Table 
should be completed by all National Departments and Statutory Authorities 
ONLY. 

Expenditure information in Table 2 and Table 3 should show, to the nearest 
thousand Kina, amounts to be spent against Programs and Line Items respectively 
in the budget (i.e. financial) year.  Note that Tables 2 and 3 are included as 
Attachment C to this Circular. 
6.1.3 Supporting Justification 

In addition to the information sought under section 6.1.2 above, National 
Departments should provide a short written justification under each Program (refer 
to Table 2), setting out the arguments for why it should continue to be supported 
with funding and how it relates to the Government’s funding priorities as stated 
under the MTDS. 
Statutory Authorities (and National Departments) that receive a ‘one-line’ grant will 
also need to provide written justification for why their current level of funding should 
be maintained and how the services they deliver relate to the Government’s stated 
funding priorities. 
National Departments should be aware that the 2007 Appropriation Bills, as was 
the case for the 2006 Appropriation Bills, will provide for the Recurrent Budget 
appropriation to be legislated at the agency level.  However, movements of funds 
between Programs will require the agreement of the Department of Treasury.  
Hence, National Departments should give careful consideration to structuring their 
Budget Estimates for funding against particular Programs. 
6.2 Agency Staffing Resources 
Treasury has advised agencies, by letter earlier this year, of their Staff ceiling levels 
for 2006.  In addition, reconciliation of staffing numbers was discussed at the First 
Quarterly Review meetings and agencies were asked to provide reconciled 
information to the Department of Treasury.   
For those agencies who participated in the 2005 Retrenchment and Retirement 
Program, you have been provided with an adjusted Staff ceiling for 2006.  That is, 
your agency’s original Staff ceiling has been reduced by the number of officers 
retrenched through the 2005 process. 
As noted above, Preliminary Staff Ceiling levels for 2007 for each agency are 
provided in Table 1 at Attachment B to this Circular.  As the results of the 2006 
Retirement and Retrenchment exercise are not yet known and Ministers may take 
decisions in the formulation of the 2007 Budget which affect agency staffing levels 
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these ceilings may change.   As noted in Section 1.1, the Preliminary Staff Ceiling 
levels should be used as the basis for costing of staffing resources in your agency’s 
2007 Recurrent Budget Estimates.  Information should be provided as required 
under Table 1. 
Staff ceiling levels include: 

• 

• 

• 

• 

Funded Positions in the 2006 Budget (this includes agreed Vacancies from the 
2006 Budget that may not, at the time of submitting your agency’s 2007 Budget 
Estimates, be filled); 

Staff on Strength; 

Unattached Officers;  and 

Vacancies sought in your agency in the 2007 Budget (these should only be 
sought within the Preliminary Staff Ceiling). 

Each agency should ensure that its staff register is updated to reflect the 
Preliminary Staff Ceiling level and that the correct vote codes have been used.  In 
addition, to assist government cash flow estimation, agencies should provide 
information to Treasury in relation to the level and timing of contract gratuities and 
leave fares for the following year. 
Your agency should also advise Treasury of the number of Casuals it currently 
employs by Activity (for National Departments), and provide an analysis of how 
these Casuals assist in the delivery of that Activity or delivery of key services to 
Government (for Statutory Authorities). 
Agencies should be aware of the Government’s continued policy of a ‘freeze’ on 
new recruitment for 2007.  Agencies are reminded that approval to advertise funded 
vacancies and subsequent to the selection process further approval to fill the 
advertised position must be sought from the Joint Treasury – Department of 
Personnel Management Committee on Recruitment.  However, if National 
Departments or Statutory Authorities are planning to request funding for new 
Vacancies in the 2007 Budget, these should be sought within the Preliminary Staff 
Ceiling and under the relevant Activity or service that they support.  An analysis of 
how a Vacancy is critical to the delivery of an Activity or service should be provided. 
Agencies that participated in the 2005 Retrenchment Exercise should also be 
aware that their 2006 and 2007 funding for Personnel Emoluments will be adjusted 
to reflect the ongoing savings from the retrenchment process. 
Agencies should be aware that they will be required to manage their staff numbers 
within the adjusted budget allocation for personnel emoluments in 2007. 
6.3 Preparation of 2007 Budget Estimates within the Ceilings Allocated 
6.3.1 Background to Allocation of 2007 Budget Ceilings 

The broad principles guiding the 2007 Budget framework are contained in the 
Budget Strategy Paper – 2007 (BSP).  This important document will be available 
from the Department of Treasury website (www.treasury.gov.pg) in mid June 2006, 
and a hard copy will also be available in mid June 2006 on request from Treasury. 
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Funding available for recurrent expenditures in the 2007 Budget has been 
formulated consistent with the Government’s policy of fiscal stabilization and its 
ongoing commitment to reducing the budget deficit over the medium term.   
The BSP shows that major expenditure initiatives in 2007 will include: 

• Increased expenditures in the areas of transport infrastructure rehabilitation and 
maintenance, basic education, primary health care, law and justice, and 
programs that promote rural income earning opportunities; 

• Relatively reduced spending in non-priority areas;  and 

• Provision for the logistics and security arrangements for the conduct of the 2007 
National elections. 

6.3.2 2007 Budget – Agency Budget Ceilings 

All agencies must prepare their 2007 Budget Estimates within the Budget Ceilings 
allocated to them.  Agencies should not submit 2007 Budget Estimates that exceed 
the total Budget Ceilings allocated to their agency.  It is likely that Treasury will 
request that Recurrent Budget submissions that exceed the Budget Ceilings 
allocated be resubmitted within the ceiling. 

The Budget Ceilings allocated to your agency is detailed in Table BC and is 
included as an attachment to this Circular. 

In addition, agencies should provide a prioritized list of program expenditure, 
detailing how it will accord with MTDS spending priorities. 
6.3.3 Guidance to Agencies on Meeting Budget Ceilings 

6.3.3.1 General Guidance 
Agencies should note that the Budget Ceilings provided are the maximum levels of 
funding that will be available to agencies.  Where agencies need to find savings, 
they should look to find them from: 

• 

• 

• 

• 

Non-core or low priority areas; 

Reductions in operating costs (particularly in head /regional office 
administration); 

Reductions in non-service delivery activities (e.g. advertising, vehicles, travel, 
security, non-outsourced cleaning, non-essential telecommunications etc.);  and 

Disposal by public tender of surplus or underutilized assets (unused land, 
buildings, excess office space etc.). 

Agencies should be aware that the Budget Ceilings allocated may be revised (i.e. 
adjusted up or down) should there be changes to revenue estimates arising from 
movements in revenue parameters. 
6.3.3.2 Aligning Corporate Plans with the Budget 
Treasury is aware from budget committee meetings and from quarterly review 
meetings that many agencies have a view that they are under-funded and that they 
are not allocated sufficient funds to carry out the work areas identified in their 
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planning documents.  Agencies should be aware that the Government allocates 
funding on the basis of whole of government expenditure priorities, taking into 
account the funding available and its policy objectives.   
Therefore, the Budget Ceiling allocated to your agency represents the level of 
affordable expenditure that your agency should plan for.  Agencies should 
therefore adjust their work plans (including their Corporate Plans and Annual 
Management Plans) to ensure that they are able to operate within the Budget 
Ceilings allocated.   
The Budget is the Government’s money plan for the year and the Government 
expects agencies to work within what is affordable for PNG.  All agencies should 
ensure that the tasks identified in their Corporate Plans and Annual Management 
Plans are formulated on the basis of the funding allocated to them through the 
National Budget. 
6.3.4 Fixed / Unavoidable Costs 

While costing of recurrent items should be undertaken on a Program / Activity basis 
for National Departments or delivery of services for Statutory Authorities, a 
distinction should be made between those costs that are fixed (or unavoidable) and 
those costs that are variable (that is, costs where there is a choice about how much 
an agency spends). 
Fixed costs are those costs that are unavoidable and must be paid, at least in the 
short term.  Fixed costs should be identified and fully costed.   
Fixed costs include: 

• Salaries, wages and allowances for permanent employees – these should be 
costed in line with section 6.2 above; 

• 

• 

• 

Contract Officer gratuities, education subsidies, housing subsidies and other 
provisions as contained in contracts; 

Utilities charges and building / office rentals; 

Consultancy fees as per contracted agreements (each agency should ensure 
that consultants are only contracted to assist that agency in delivering a 
Program (for National Departments) or delivering a service (for Statutory 
Authorities) that is consistent with priority funding areas outlined by the 
Government); 

• 

• 

• 

Membership fees for international organizations where membership is critical to 
that agency being able to undertake its operations; 

Authority to Pre-Commit (APC).  All agencies must ensure that ongoing 
contracts with authorized APCs that involve expenditure in the budget year are 
identified and adequately costed;  and 

Memorandums of Understanding or Memorandums of Agreement (or other 
contractual arrangements) under development projects that have any recurrent 
expenditure due in the budget year.  These should be identified and costed. 
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Please note: 1.  Payments associated with the cost of any court awards 
against an agency or out of court settlements will be the 
responsibility of the relevant agency. 
2.  Departments are also responsible for all their outstanding 
charges (i.e. arrears), if any, for goods and services relating to 
the period since 31 March 2003. 

Agencies should be aware that the above items will be the subject of scrutiny at the 
time of the budget committee discussions with agencies. 
Where Treasury is of the view that sufficient provision has not been made to meet 
fixed costs, then offsetting reductions from elsewhere within an agency’s funding 
will be made to ensure the integrity of the Budget Ceiling is maintained. 
6.3.5 New Recurrent Policies 

Agencies should not include in their 2007 Budget Estimates any new policy 
proposal which requires additional funding over and above the Budget Ceilings 
allocated, without prior agreement from Treasury. 
New policy proposals that are able to be funded within the overall Budget Ceilings 
allocated to your agency may be submitted so long as offsetting savings are 
identified in other existing programs.  Agencies should, however, advise Treasury, 
prior to submitting its Budget Estimates, of any new policy proposal and its 
estimated cost.  This will ensure there is no delay in having their 2007 Budget 
Estimates considered. 
Agencies should note that NEC approval is required for all new major policy 
proposals.  Similarly, agencies seeking to wind-up or terminate existing programs 
should also note the guidelines on the requirement for NEC approval where the 
existing program relates to a major Government policy.  Agencies should refer to 
the NEC Submission Handbook if further information is required. 
In proposing any new policy or program, agencies should ensure that the policy or 
program is consistent with the Government’s identified priority funding areas. 
6.3.6 Annual Return on Trust Estimates 

Consistent with Section 19 of the Public Finances (Management) Act 1995, 
agencies should provide a return for each trust account they operate or have 
responsibility for in their 2007 Budget Estimates. 
The Public Finances (Management) Act 1995 (Section 19(3)) requires each 
Departmental Head responsible for managing trust accounts to provide such a 
return before the commencement of the following financial year. 
The return should detail an estimate of the balance of the trust account and the 
expected receipts and payments to be made into or from each trust account over 
the 2007 financial year. 
The information required on each trust (and the format for provision of that 
information) administered by an agency is detailed in Table 4 and is included as 
Attachment D to this Circular. 
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6.3.7 Expenditures in the Provinces 

National Departments and Statutory Authorities should advise each Province of 
expenditures they are proposing to undertake in that Province in 2007.  This 
information should be provided to Provinces when National Departments and 
Statutory Authorities submit their 2007 Budget Estimates as it will assist Provinces 
in formulating their 2007 Budget Estimates. 
Provinces should be aware that the National Economic & Fiscal Commission 
(NEFC) calculates the Grants provided to agencies under the Organic Law on 
Provincial and Local Level Governments.  These Grants will be advised to 
Provinces in due course. 
6.4 Submission of 2007 Budget Estimates 
As noted above, agencies are required to submit their 2007 Budget Estimates as 
an electronic copy (diskette), in addition to providing a signed hard copy version.  
Diskettes will be distributed to agencies at the training sessions to be held in mid 
June 2006.   
To ensure consistency in the 2007 Budget process, a signed letter from the 
Departmental Head (or their delegate) should accompany both the hard copy and 
the diskette confirming that the funding sought in the agency’s Budget Estimates is 
consistent in both the diskette and hard copy versions. 
An agency’s 2007 Budget Estimates (both diskette and hard copy) should be 
submitted on or before 15 August 2006. 
 

7. INSTRUCTIONS FOR COMPLETING 2007 DEVELOPMENT 
BUDGET ESTIMATES 

7.1 Format of an Agency’s 2007 Development Budget Estimates 
It is anticipated that new projects in the 2007 Public Investment Program (PIP) will 
be limited to those fully appraised and processed by the Department of National 
Planning and Monitoring (DNPM).  All agencies are therefore requested not to 
submit any new projects that have not already been fully appraised by 1 July 2006. 
With respect to donor-funded projects, only those projects for which the 
Government has already negotiated loans/grants or signed MOUs/MOAs with 
donors by 1 July 2006 will be considered for funding and start-up in 2007. 
7.2 On-going Development Projects 
All agencies are asked to prepare budget estimates based on ongoing projects 
being implemented by your agencies.  The 2006 Development Budget will focus on 
Government development priorities as identified in the MTDS.  
For projects that will continue to be funded in 2007, agencies must submit accurate 
expenditure estimates for the period beyond 2007, especially in regard to the 
counterpart funding requirements of donor-related programs and projects.  Forward 
estimates of expenditure over the life of the project are also required for inclusion in 
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the 2007–2011 PIP and for the development of the Medium Term Resource 
Framework 2006-2009. 
It is important that appropriate details and break-up of funding components of the 
projects and appropriate percentages for reimbursements are correctly reflected in 
estimates for the 2007 Development Budget.  Please ensure that the cash and non-
cash component of each project is clearly flagged in the submission.  
Departments and Authorities implementing donor-funded projects are required to 
complete the budget forms in detail and are required to submit a break-up at the 
item level by donor code for each of the projects.  In addition, the agencies are 
urged to provide a full description of the projects objectives for 2007, especially for 
new donor-funded projects, for inclusion in the budget documents.  
7.3 Donor-Funded Projects (Recurrent and Development Budget) 
Donor-funded projects are subject to the normal government planning and 
budgeting processes.  Items of expenditure covered by loan agreements and 
memoranda of understanding must be clearly identified on the budget submission 
forms, including the percentage of each item that is reimbursable.  For a given 
fiscal year, the receipts on the financing side must match the total donor-funded 
expenditure that is appropriated in the budget. 
Total costs, whether Government or donor, within Papua New Guinea or offshore, 
must be included in the budget.  Loan agreements and memoranda of 
understanding often provide for direct payments to suppliers.   
Amounts intended to be paid in this manner (offshore payments) must also be 
included in the budget estimates, under the appropriate votes, identified by donor, 
with the amount or percentage of estimated offshore payment.  It is not permissible 
to allow offshore payments when there is no budget appropriation to cover such 
payments under the relevant vote during the year. 
Donor codes are entered after each line item.  When entering the donor code, care 
must be taken to include the correct number to indicate the source of funds: 

0. Government 
1. Asian Development Bank 
2. World Bank 
3. European Union – Grant only 
4. IFAD 
5. OECF 
6. JICA 
7. New Zealand Aid 
8. AusAID 
9. Other donors including UNDP, EU (loans only), France, KFW, Kexim, 

etc. 
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It is very important that the correct vote number and donor codes are used because 
errors at this stage will produce incorrect reports in the General Ledger (Oracle) 
and the Planning and Budgetary System (PBS). 
7.4 Domestic Component of the Development Budget Provided by the 
Department of National Planning and Rural Development 
The Development Budget Ceiling for 2007 is set at K1,798.6 million.   
Details of individual agency ceilings will be provided at a later date by the DNPM.  
Agencies should prepare their 2007 Development Budget Estimates within their 
individual agency ceilings.   
Submissions for amounts in excess of the total individual agency ceiling levels 
provided will only be considered in exceptional circumstances and in cases that are 
deemed to substantially contribute to the Government’s development priorities.  
For National Departments and Provincial Governments the ceilings are for wholly 
domestically funded projects and / or projects requiring Government counterpart 
monies only, i.e. the Government funded component of the Development Budget. 
7.5 Major National Government Initiatives – Development Budget 
Major Government initiatives regarding the District Road Improvement Program, 
Special District Support Grants and Provincial Performance Improvement Initiative 
will be clearly but briefly laid out for the benefit of the Provincial and District 
Administrations, particularly, in terms of the different Guidelines being used. 

8. CONTACTS FOR THE 2007 NATIONAL BUDGET 
If clarification is required in relation to any section of this Circular, or if your agency 
requires any further information or assistance in preparing their 2007 Budget 
Estimates, please contact the following officers: 
 
Recurrent Budget (Treasury) 
 
Economic & Infrastructure Sector  Mr. Lazarus Enker  312 8781 
Social Sector    Mr. Bui Wetao  312 8753 
Law & Order Sector    Mr. Bui Wetao  312 8753 
Administrative Sector    Mr. Rudolph Aigili  312 8737 
Provincial Sector    Mr. Gima Rupa  312 8739 
 
Development Budget (DNPM) 
 
Economic Sector    Mr. Koney Samuel  312 8374 
Infrastructure Sector    Mr. Koney Samuel  312 8374 
Social Sector    Mr. Otto Tean  312 8579 
Law/Justice & Admin Sectors  Mr. Otto Tean  312 8579 
 
Trusts (Department of Finance) 
 
Trust Accounting, Public Accounts Mr. Pat McMahon  312 8571 
 

 13



 14

Important Note 
 
We seek your co-operation in ensuring your agency provides Treasury, DNPM and 
the Department of Finance with accurate information in the format provided in this 
Budget Circular by the due date so that the 2007 Budget process can be conducted 
successfully. 
 
In addition, we request that this Circular and attachments be provided to the 
relevant officers in your agency as soon as possible after receipt.  This will ensure 
that your agency has more time to formulate its 2007 Budget Estimates and to 
clarify any issues with Treasury, DNPM or Finance. 
 
 
 
 
 
 
………………………………   …..…..………………………… 
Simon Tosali     Valentine Kambori 
Secretary      Secretary 
Treasury      National Planning & Monitoring 
 
 
 
Attachments: 
 

A. 2007 Budget Ceilings Allocated to Your Agency  (Table BC)  
B. Preliminary Staff Ceilings for 2007  (Table 1)  
C. 2007 Budget Estimates Submission Table Formats  (Tables 2 and 3)  
D. Format of Trust Information Required  (Table 4)  


