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Abbreviations
	ATU
	Autonomous Territorial Unit

	CPA
	Central Public Authority

	FY
	Fiscal Year

	GDP
	Gross Domestic Product

	LPA
	Local Public Authority

	MFM
	Macro-Fiscal Forecasting Model

	MHIF
	Mandatory Health Insurance Fund

	MoE
	Ministry of Economy

	MoF
	Ministry of Finance

	MoH
	Ministry of Health

	MoLSP&F
	Ministry of Labour, Social Protection and the Family

	MTBF
	Medium Term Budget Framework

	NBM
	National Bank of Moldova

	NHSI
	National House for Social Insurance

	NMIC
	National Medical Insurance Company

	NPB
	National Public Budget

	SB
	State Budget

	SSIF
	State Social Insurance Fund


Glossary
	MTBF
	Strategic planning tool to the National Public Budget, in which the Government establishes budgetary and fiscal policy goals in the medium term perspective (the next budget year and at least another two years), as well as the resource framework and public expenditure for the respective years, including expenditure ceilings for Central Public Authorities.

	Global macro-fiscal framework
	Framework in which the main indicators of the National Public Budget: the main sources of revenues, expenditures by main economic categories, the deficit / surplus and its financing are presented. As a rule it is estimated from the medium-term perspective. 

	Budget system
	Unitary system of budgets and public funds forming the National Public Budget.

	National Public Budget
	Consolidated State budget, SSIF, MHIF and ATU budgets of all levels. 

	State Budget
	Component of the NPB which manage public financial resources for implementing strategies and objectives for economic, social and other activities of the Government.

	State Social Insurance Fund
	Component of the NPB which manages the state social insurance contributions and other public financial resources for the public system of state social insurance. 

	Mandatory Health Insurance Fund
	Component of the NPB which manages the compulsory medical insurance and other financial resources for the public insurance system of compulsory medical assistance. 

	ATU budgets
	Component of the NPB which manage public financial resources for implementation purposes and functions which according to the laws in force are assigned to local authorities, particularly to meet the social-economic and cultural needs of the population and for the development of the territory under its jurisdiction. 

	Budget exercise
	Twelve consecutive months for drafting, approving, implementing and reporting on the national public budget. Budget year in Moldova is from January 1 until December 31 of each year. 

	Budget process (annual budget cycles)
	The sequence of stages of the development, adoption, execution and reporting on budget execution. 

	Budget calendar
	Deadlines for implementation of activities related to the budget process. 

	Public financial resources
	Total revenue and sources of funding in the budgets of all levels. 

	General revenues
	Revenues from taxes, grants and receipts, excluding government borrowings and proceeds from capital transactions (public property). 

	Own revenues
	Public institutions’ revenues derived from work done and payment for services and donations, sponsorships and other money, legally entered into possession of the public institution as determined by law. 

	Inter-budgetary relations
	Relations between components of the National Public Budget occurring as a result of the delineation of revenue and expenditure in the framework of the budget system. 

	Budget balance
	The balance between total revenue and total expenditure under each component of the NPB and the overall NPB. Budget balance reflects deficit (when expenditure exceeds revenues) or surplus (when revenues exceed expenditures). 

	Financing
	All financial resources in the form of loan or capital transactions (property of the public) to cover the gap between revenue and expenditure (budget balance). 

	Expenditure ceiling
	Maximum estimates of resource allocations over the medium term, under which are compiled and prioritized policy initiatives in the sector expenditure strategies and budget proposals. These include resources to maintain current performance of public expenditure programs and additional resources for implementing new policy initiatives in the medium term. 

	Baseline
	The estimated cost of medium-term expenditure programs and policies under existing laws. Baseline is an element of expenditure ceilings established in the MTBF and is a milestone and an efficient factor to control the budget formulation process, which allows separation of future costs required to implement existing policies from the costs of new policies. 

	Sector expenditure strategy
	One element of the MTBF, which builds on the objective of linking policy priorities with resource allocation at the sector level. It focuses on identifying spending priorities at the sector level and their implications for resource allocation within the sector. Sector expenditure strategies determine the revised expenditure ceilings by sector and central public authorities. Later, they serve as support to central public authorities in developing and justifying detailed budget proposals. 

	Sector
	A set of institutions, programs or activities, which have common goals. In the context of the MTFB sectors correspond to main groups or groups provided by the functional classification of the budget. 

	Program
	A major activity / principal or group of activities undertaken by public institutions to meet policy objectives at the sector level. If the program is too large and difficult to manage, it can be divided into sub-programs. 

	Line ministry (sector)
	Specialized central public authority which is responsible for developing policies for the sector. 

	Lead ministry
	Specialized central public authority that promotes the general policy in that area. 

	Central Public Authority
	Public institution within the government structure responsible for implementation of certain functions of government. 

	Autonomous Central Public Authority
	Public institution whose budget is approved by law by Parliament and is included separately in the budget. 

	Public institution
	Authority (institution) who manage public financial resources and which are authorized by law to execute the budget financed all or part of the national public budget.

	Budget institution
	Public authority (institution) who manage public financial resources and which budget is fully funded from the national public budget. 

	Budget proposal
	Estimates of revenue and expenditure of public authority or institution of the Ministry of Finance submitted in the format requested, and after review and acceptance by the Ministry of Finance is included in the draft budget. 

	Draft budget
	Summary of estimates of revenue and expenditure, budget balance and its financing, presented by the Government and subsequently submitted to Parliament for approval. 

	Budget line
	All combinations of elements according to the budget classification codes to determine a particular type of income or revenue. Budget lines can be identified as budget indicators at the desired level by determining a number or code. As a result, budget line may be different from the stage of presentation of the MTBF, the budget proposal or draft budget. 

	Public expenditure
	Expenditure in the National Public Budget

	Budget expenditure
	Destinations use of public financial resources in line with allocations specified in the annual budget law. 

	Recurrent expenditure
	Total government expenditure excluding expenditures for capital investments. 

	Discretionary expenditure
	Total recurrent government expenditure excluding state debt service costs or other obligations of the Government. 

	Capital investment
	Public spending on formation or procurement of fixed assets which contributes to fixed capital formation. Fixed assets represents assets produced, consisting of buildings and structures, tools and equipment. Capital investments relate to construction and major improvement (renovation, reconstruction or expansion) of existing fixed assets. Depending on the source of financing investments fall in investment financed from domestic and foreign sources. 

	Capital investment project
	Any object or group of activities with clearly defined objectives and outputs implemented during a certain period of time, which allocates spending for capital investments. Some major capital investment projects (programming) may comprise several smaller projects, specific to certain localities, or large investment in the scope of strategic planning and decision making. 

From this definition a project is not necessarily equivalent to an investment object, which is rather a project component or a sub-project of a draft program and is more useful for accounting purposes.

	Capital investment project cycle
	The sequence of stages from the stage in which the project identified to the stage it is implemented. The project cycle can be divided into two phases - preparation and implementation of the project itself. Project preparation phase includes steps related to identification and preliminary screening, development of project documentation, evaluation and approval of project funding. The implementation phase refers to the implementation, management and monitoring of project implementation, and evaluation and audit of completed projects. 

	Budget classification
	Unified system of codes that ensure systematic budgetary indicators by certain criteria: economic, organisational, functional programs, sources. 

	Budget documentation
	All materials aimed at presenting the annual budget. Typically, budget documentation includes (i) Budget Memorandum, (ii) the annual budget law with annexes and (iii) the informative note. 

	Annual budget law
	Law adopted annually by Parliament on approved budget (sources of revenue, destination of expenditure, deficit / surplus and financing) for that budget year and establishes specific rules for managing the budget within that budget. Related to the components of the National Public Budget there are three annual budget laws - State Budget Law, Budget Law on the State Social Insurance Fund and Budget Law on the Mandatory Health Insurance Fund. 

	Approved budget
	Budget originally approved by the annual budget law. 

	Budget appropriation (allocation)
	Approved means in the budgets of all levels to incur expenditures, in compliance with legal provisions. 

	Autonomous budget
	Budget reviewed and approved individually for certain institutions with special status 

	Special fund
	Fund created by law where revenue is collected for special purposes in order to achieve the goals and programs of the Government. 

	Budget amendment
	Any amendment or addition introduced by law or in the framework of approved virement schemes. 

	Supplementary budget law
	Law which amend or complement the annual budget law during the course of budget execution.

	Supplementary budget
	Adopted budget during the course of the fiscal year which authorises increase or decrease of revenue and / or expenditure. They should not be policy changes. 

	Rectified budget
	Originally approved budget adjusted with amendments made  through supplementary budget laws

	Budget precizat
	Originally approved budget adjusted with the amendments made in the framework of approved virement schemes and included in supplementary budget laws. 

	Contingency budget
	Budget applicable in case the budget for the following year is not adopted before December 31, i.e. until the start of the new fiscal year. In case of the contingency budget the Ministry of Finance may fund public institutions in the volume of 1/12 of previous year's actual expenditure for each full month before the adoption of the annual budget law. 

	Emergency budget (from reserves)
	Adopted budget during the budget year (or in the framework of the annual budget law) to authorize the revenue or expenditure caused by extraordinary circumstances (e.g. financial crisis, war, natural disasters, etc.). Emergency budget applies under certain conditions and is manifested by: (i) freezing (blocking) expenditures and (ii) effectuating spending by exception. 

	Program budget
	Budget developed under program classification which presents performance indicators as an integral part of the budget. 

	Goal
	Final results of the proposed policy by a public authority during the planning period 

	Objective
	A reformulation of goals in terms of more details and being concrete. The objectives are to understand the specific program activities and projects. Must be clear and measurable. 

	Performance indicator
	Indicators to measure progress in implementing the program. Can be expressed in quantitative or qualitative terms. Performance indicators represent a specific value or a specific feature used to measure inputs, activities, output and outcomes. Therefore there are different types of indicators: resource, output, efficiency and results.

	State Treasury
	Structural unit of the Ministry of Finance, which is responsible for the cash execution of the  State budget and the budgets of Administrative Territorial Units, the budget of the State Social Insurance and the Mandatory Health Insurance Fund. The Treasury Regulation is approved by the Government. 

	Budget executor
	Authority or public institution empowered by law to effectuate expenditure in the context of the budgets of all levels in accordance with approved allocations. 

	Primary budget executor
	Public authority or public institution that is directly beneficiary of budget allocations and has the right to allocate public resources to subordinate institutions. 

	Secondary budget executor
	Public institution which manages budgetary resources within the approved budget for that institution



Introduction
This Set of Unified Methodologies concerning Budget Formulation (hereafter: Set) is developed in the context of comprehensive reforms in public financial management and aims at revising and adjusting existing procedures and methodological norms for detailed budget planning in accordance with best international practices. Procedures and requirements described in this Set are designed to support the implementation of budgetary legislation and are applicable in supporting an integrated financial management information system.

Specifically, the Set reflects the aim of the budget as a strategic instrument for policy issues and predictability of resource allocation in the medium term. The budget process is brought into the context of a single integrated procedure following strategic planning and annual budgeting. Completeness of the Set is achieved by regulating methodologies and planning of all elements of the budget sector: State Budget, State Social Insurance Fund, Mandatory Health Insurance Fund and ATU budgets. Principles and general provisions apply equally to all budgets. However, in addition, the Set contains specific provisions which apply specifically to each separate budget which comply with the general principles.

The Set determines requirements and formats for the provision of relevant information for the development of multi-annual projections, the annual budget, and for amendments to the annual budget during budget execution. The Set includes also provisions to provide information that is not directly included in these documents, but which is essential for the overall implementation of the budget planning process.
This Unified Set consists of:

· Part A: Methodological instructions, which provide a detailed description of the annual budget preparation process in general and specifics for each budget considered;
· Part B: Tools: Models, methodologies and guidelines, which offer detailed guidelines regarding the application of specific tools within budget preparation, including: macro-fiscal forecasting, baseline, program budgeting, sector expenditure strategies, cost estimation, etc.
This Unified Set enters into force on 1 January 2011. 
The Set is made know by in the Official Monitor and is placed on the website of the Ministry of Finance.
PART A: METHODOLOGICAL INSTRUCTIONS

1 Principles of budget preparation

Box 1.1
Relevant provisions in Public Sector Financial Management and Accountability Law

	


In accordance with the Public Sector Financial Management and Accountability Law, the budget preparation process is guided by the following principles:

Principle I: The Annularity Principle

According to the annularity principle all receipts and payments are reflected for the period of one fiscal year.

Principle II: The Monetary Unity Principle

The monetary unity principle is the principle that all budgetary operations are expressed in the national currency. 
Principle III: The Universality Principle

The principle of universality means that all the budgetary receipts to finance expenditure must be included in the budget without establishing relationships between certain types of revenue and expenditure. 
Also according to this principle, any collection and payment are fully reflected in the budget, in gross amounts.

Principle IV: The Unity Principle

The unity principle requires that receipts and payments of each component of the budget system (State Budget, Mandatory Health Insurance Fund, State Social Insurance Budget and ATU budgets) are consolidated into a single budget called the National Public Budget.

Principle V: The Principle of Budget Classification

According to this principle, all receipts and payments transactions are grouped under a single system of budget classification
Principle VI: The Principle of Transparency
The principle of transparency means that the budget system is open and transparent, which is achieved by:

a) Public debate of the draft budgets;

b) Public debate of the reports on the implementation of the budget;
c) Publication of normative acts on approving budgets and publishing reports on budget execution;
d) Dissemination of information on the content of the budget through mass-media, except for information and documents which are confidential under other laws in force.

2 Overview of the Budget Preparation Process
This chapter provides an overview of the process of preparation of the annual budget, identify components of the National Public Budget and responsibilities for their management, as well present key steps and deadlines in the budget formulation process. In addition, this chapter contains detailed calendars concerning the preparation of the budget for each component of the National Public Budget.

2.1 Components of the National Public Budget

In accordance with the Public Sector Financial Management and Accountability Law the National Public Budget comprises four components: 
· State Budget;

· State Social Insurance Budget;

· Mandatory Health Insurance Fund;

· Budgets of Territorial Administrative Units (ATUs). 


In accordance with the Law on Local Public Finance ATU budgets are divided into:

· Second level ATU budgets: budget of districts, central budget of ATU Găgăuzia, and the Chişinău municipal budget.

· First level ATU budgets: budgets of villages (communes), cities, municipalities. 
The State Budget, the Budgets for the State Social Insurance and the Mandatory Health Insurance Fund are approved by Parliament and administered by the Government.
ATU budgets are approved by the representative and deliberative authorities of the respective ATU level and administered by their executive authorities.
The basis for the preparation, approval and execution of each component of the National Public Budget are budgetary principles, provided in the legal framework and described in Chapter 1 of this Set.
The components of the National Public Budget are linked through inter-budgetary relationships, which are taken into consideration when consolidating the National Public Budget. Information on the National Public Budget is part of the budget documentation.
The methodology for the elaboration of medium-term forecasts for the National Public Budget is described in Chapter 3.

Methods for preparing, reviewing and approving budgets for each component of the National Public Budget are described in detail in Chapter 4.
2.2 Main steps in the budget preparation process

Table 2.1 presents the relevant provisions of the Public Sector Financial Management and Accountability Law relating to the main steps in the budget preparation process.


Table 2.1
Relevant provisions in the Public Sector Financial Management and Accountability Law and responsibilities
	
	Step

	1
	Issuance of the Document on policy priorities in the medium term by the Government 

	2
	Drafting and approval of the Document on MTBF forecasts

	3
	Issuance of Budget Framework Circulars

	4
	Elaboration and submission of budget proposals / draft annual budgets to the Ministry of Finance

	5
	Analysis and discussion on the budget proposals / draft budgets

	6
	Elaboration and approval of the draft Budget Memorandum and the draft Annual Budgets by the Government

	7
	Submission of the draft Budget Memorandum and draft Annual Budgets to the Parliament / Local Councils

	
	


Figure 2.1 presents schematically the main steps in the budget formulation process.

Figure 2.1
Main steps in the annual cycle of budget preparation

[image: image1]
2.3 Main deadlines in the budget preparation process

Table 2.2 indicates the deadlines and main activities included in the calendars for budget preparation. 


Table 2.2
Main deadlines within the budget preparation process
	Deadline
	Main action
	Reference to the respective Chapter / section in this Set

	Until December 20
	The Ministry of Economy prepares and presents the preliminary macro-fiscal projections
	Chapter 3.5, Chapter 8

	Until January 1
	The Government issues the Document on policy priorities in the medium term
	Chapter 3.1.2

	Until January 31
	The Ministry of Finance (MoF) submits the MTBF Concept document for approval to the Prime Minister 
	Chapter 3.3

	Until February 5
	The Ministry of Finance issues the MTBF Circular and preliminary expenditure ceilings
	Chapter 3.4, Chapter 3.6.3, Chapter 9

	Until February 25
	The Ministry of Finance jointly with other relevant institutions update the projections and assesses the general resources framework of the National Public Budget (NPB)
	Chapter 3.5, Chapter 8

	Until February 25
	Lead Ministries submit drafts of sector expenditure strategies 
	Chapter 3.7, Chapter 10, Chapter 11, Chapter 12, Chapter 13

	Until March 20
	The Ministry of Finance sets updated expenditure ceilings in the medium term by sectors

The Ministry of Finance estimates inter-budgetary relations between the State Budget and other components of the National Public Budget
	Chapter 3.6.4, Chapter 3.9, Chapter 9

	Until March 31
	Lead Ministries complete the sector expenditure sector strategies in correspondence with final expenditure ceilings 
	Chapter 3.7, Chapter 10, Chapter 11, Chapter 12, Chapter 13

	Until April 20
	The Ministry of Finance submits to the Government the Document on MTBF forecasts 
	Chapter 3.10

	Until May 1
	The Government approves the document on MTBF forecasts 
	Chapter 3.10

	Until May 1
	The Ministry of Finance issues circulars on the State Budget (SB), ATU Budgets, SSIB, and MMIF
	Chapter 4.2

	Until May 10
	Executive authorities of level II ATUs estimate the inter-budgetary relations between of level II and I ATUs and issue the circular on elaboration of ATU budgets
	Chapter 4.2.4, Chapter 3.9

	Until June 1
	The Ministry of Economy submits updated macroeconomic forecasts
	Chapter 3.5

	Until June 25
	Executive authorities of level I present draft budgets of level I ATUs  to the General Finance Division of the ATU council 
	Chapter 4.3.4

	Until July 1
	Central public authorities submit to the Ministry of Finance budget submissions for the following fiscal year and estimates for the next 2 years 
	Chapter 4.3.1, Chapter 13

	Until July 1
	The Ministry of Labour, Social Protection and the Family and the Ministry of Health submit to the Ministry of Finance the draft budget of SSIF and MHIF for the following fiscal year and estimates for the next 2 years
	Chapter 4.3.2, Chapter 4.3.3

	During July 1-10 (according to a special schedule)
	General Finance divisions of ATU councils of level II submit to the Ministry of Finance the synthesis of the draft ATU budgets for the following fiscal year and estimates for the next 2 years
	Chapter 4.3.4

	Until July 25
	The Ministry of Labour, Social Protection and the Family and the Ministry of Health discuss with the Ministry of Finance the draft budgets of SSIF and MHIF
	Chapter 4.4.2, Chapter 4.4.3

	Until July 31
	The Ministry of Finance consolidates and analyses the budget proposals presented by central and local public authorities.  
	Chapter 4.4.1, Chapter 4.4.4

	Until August 1
	The Ministry of Finance updates the general resources framework and expenditure ceilings by sectors and central public authorities
	Chapter 3.5, Chapter 8

Chapter 3.6.4

	
	The Ministry of Finance prepares the draft annual State Budget Law and the Budget Memorandum
	Chapter 4.5.1 and 4.5.2

	
	The Ministry of Labour, Social Protection and the Family prepares the draft annual budget law for the State Social Insurance Fund, and respectively, the Ministry of Health prepares the draft annual budget law for the Mandatory Health Insurance Fund
	Chapter 4.5.3 and 4.5.4

	During August  1-15 (according to a special schedule)
	The Ministry of Finance organises discussions with central public authorities, and social partners regarding the results of the analysis of budget submissions, and on the draft state budget 
	Chapter 4.4.1

	
	The Ministry of Finance organises discussions with local public authorities regarding draft ATU budgets and the report on interbudgetary relations with the state budget
	Chapter 4.4.4

	Until August 25
	The Ministry of Finance submits to the Government the draft Annual State Budget Law and the draft Budget Memorandum 
	Chapter 4.5.1 and 4.5.2

	
	The Ministry of Labour, Social Protection and the Family submits to the Government the draft annual budget law for the SSIF 
	Chapter 4.5.3 

	
	The Ministry of Health submits to the Government the draft annual budget law for the MHIF
	Chapter  4.5.4

	Until October 1 
	The Government approves and submits the Budget Memorandum and the draft annual budget laws for the State Budget, SSIF, MHIF  to the Parliament 
	Chapter 4.6.1

	Until October 10
	The Ministry of Finance shall notify the local public authorities about the content of the Budget  Memorandum and communicate changes in the interbudgetary relations as a result of consideration of the draft State Budget by the Government
	Chapter 4.4.4, Chapter 4.5.1

	Until November 1
	Executive authorities of level II ATUs submit for review and approval to level II ATUs councils the draft budgets of ATUs
	Chapter 4.5.5

	Until November 15
	Executive authorities of level I ATUs submit  for review and approval to level I ATUs councils the draft budgets of level I ATUs
	Chapter 4.5.5

	Until December 5
	The parliament approves the annual budget laws for the state budget, SSIF and MHIF
	Chapter 4.6.2

	Until December 10
	Level II ATU councils approve level II ATU budgets
	Chapter 4.6.3

	Until December 15
	Level I ATU councils approve level I ATU budgets
	Chapter 4.6.3

	
	
	


2.4 Plan of activities and detailed calendar for elaboration of the State Budget

Table 2.3 comprises the main stages, actions, responsibilities and deadlines for formulation of the State Budget.
A more comprehensive description of the procedures for preparing, reviewing and approving the document on MTBF forecasts and the annual budget are presented in Chapters 3 and 4. 

To accomplish the action plan and comply with the deadlines for the development and submission of the State Budget, as well as for the internal organisation of activities related to State Budget formulation, central public authorities develop and approve internal budget calendars, in accordance with the provisions in Chapter 13.

Table 2.3
Detailed calendar for the preparation and approval of the State Budget

	Actions
	Responsible authority 
	Deadline 
	Authority beneficiary 

	I. Start of MTBF process

	1.1. Assessment of previous budget process and launching of the next annual cycle for preparing the budget   
	Ministry of Finance

MTBF Coordination Group


	25  December
	State Chancellery
Ministry of Economy
Other interested Central Public Authorities 

	1.2. Development and presentation of the Document on policy priorities in the medium term
	State Chancellery in coordination with the Interministerial Committee for strategic planning 
	1 January
	Ministry of Finance

	1.3. Discussion and submission for approval of the MTBF Concept document

	Ministry of Finance
	31  January
	Government and Central Public Authorities  

	II. Development of the macro-financial framework 

	2.1 Presentation of preliminary macroeconomic projections for the elaboration of the MTBF Concept document
	Ministry of Economy
	20 December
	Ministry of Finance
State Chancellery

	2.2. Presentation of preliminary statistical data regarding macro-economic and social indicators  
	National Bureau of Statistics 
	20 January
	Ministry of Economy

	2.3. Preparation of the preliminary forecast of internal and external resource flows, as well as the stock of internal and external debt
	Ministry of Finance
	25 January
	National Bank of Moldova

Ministry of Economy

	2.4. Submission of the objectives in the area of tax policy and tax administration  
	Ministry of Finance 

Ministry of Labour, Social Protection and the Family
Ministry of Health
	31 January
	Ministry of Economy

	2.5. Submission of proposals for drafting the law on amending and supplementing certain acts, based on the budgetary and fiscal policy objectives
	Ministry of Finance
Together with public authorities
	1 February
	Ministry of Finance 

	2.6. Estimation of resources from the sale and privatisation of state property  
	Ministry of Economy
	5 February
	Ministry of Finance 

National Bank of Moldova

	2.7. Presentation of updated macroeconomic forecasts for the elaboration of the Document on MTBF forecasts  
	Ministry of Economy

National Bank of Moldova


	5 February
	Ministry of Finance

Ministry of Labour, Social Protection, and the Family

Ministry of Health

Other interested public authorities

	2.8. Presentation of the objectives of fiscal policy and macroeconomic forecasts within the MTBF Coordination Group 
	Ministry of Finance

Ministry of Economy
	10 February
	MTBF Coordination Group

	2.9. Presentation of forecasts of own revenues of the state social insurance fund
	Ministry of Labour, Social Protection, and the Family
	15 February
	Ministry of Finance



	2.10. Presentation of forecasts of own revenues of the mandatory health insurance fund
	Ministry of Health 


	15 February
	Ministry of Finance



	2.11. Presentation of forecasts of external resources for public investment projects 
	State Chancellery
	15 February
	Ministry of Finance

Ministry of Economy

	2.12. Assessment of the general resources framework, including total public revenues and expenditures, budget deficit (surplus) and financing  sources
	Ministry of Finance


	25 February
	x

	2.13. Presentation of the general resources framework during the session of the MTBF Coordination Group. 
	Ministry of Finance


	28 February
	MTBF Coordination Group



	III. Analysis of policy priority and establishment of expenditure ceilings 

	3.1. Determination of preliminary expenditure ceilings by sectors 
	Ministry of Finance

 
	31 January 
	Lead Ministry 

	3.2. Updating of expenditure ceilings as a result of examining draft expenditure strategies   
	Ministry of Finance

Lead Ministry
	15 March
	MTBF Coordination Group

	3.3. Determination of expenditures priorities for the allocation of additional resources 
	Ministry of Finance

State Chancellery
Lead Ministry
	15  March
	MTBF Coordination Group

	3.4. Preparation of technical notes regarding analysis and forecasts of expenditure concerning intersectoral issues (salary, investment, state debt, etc.)
	Ministry of Finance

Together with other Central Public Authorities
	20 March
	x

	3.5. Finalisation of expenditures ceilings by sectors, types of budgets and central public authorities, and estimation of interbudgetary relations
	Ministry of Finance together with the Lead Ministry

	20 March
	Central and Local Public Authorities

	3.6. Submission of estimates of the State Social Insurance Fund
	Ministry of Labour, Social Protection, and the Family

	25 March
	Ministry of Finance



	3.7 Submission of estimates of the Mandatory Health Insurance Fund
	Ministry of Health
	25 March
	Ministry of Finance

	IV. Sector analysis and development of sector expenditure strategies 

	4.1. Issuance of the circular on MTBF formulation 
	Ministry of Finance
	5 February
	Lead Ministry

	4.2. Submission of reports on the analysis of the implementation of sector expenditure strategies and identification of future priority actions 
	Lead Ministry
	5 February
	Ministry of Finance

State Chancellery 

	4.3. Development and presentation of draft sector expenditure strategies. Updating of the baseline and assessing  new policy initiatives 
	Lead Ministry
	25 February
	Ministry of Finance

State Chancellery 

	4.4. Analysis of draft sector expenditure strategies
	Ministry of Finance 
State Chancellery 
	10 March
	Lead Ministry

	4.5. Presentation of sector expenditure strategies to the MTBF Coordination Group
	Lead Ministry
	31 March
	MTBF Coordination group

Interministerial Committee for strategic planning  

	4.6. Finalisation of the sector expenditure strategies  
	Lead Ministry
	31 March
	Ministry of Finance

State Chancellery

	V. Finalization and approval of the document on MTBF forecast 

	5.1. Preparation of the document on MTBF forecasts and presentation within the meeting of the MTBF coordination group

 
	Ministry of Finance 
	15 April 
	MTBF Coordination Group

Interministerial Committee for strategic planning  

	5.2. Presentation of the document on MTBF forecasts to the Government for approval 
	Ministry of Finance 
	20 April 
	Government 



	5.3. Preparation and submission of the draft law on amending and supplementing certain acts, based on the budgetary and fiscal policy objectives
	Ministry of Finance 
	25 April 
	Government 



	VI. Preparation of the draft State budget and the Budget memorandum 

	6.1. Issuance of the circulars regarding the development and submission of budget proposals/draft budgets
	Ministry of Finance
	1 May
	Central and local public authorities 

	6.2. Submissions of updated social economic indicators  
	National Statistics Bureau 
	5 May
	Ministry of Economy

	6.3. Submission of forecasts for the development of sectors in line with the requirements of the Ministry of Economy
	Specialised central public authorities 
	5 May
	Ministry of Economy

	6.4. Submission of forecasts for the development of territories in line with the requirements of the Ministry of Economy
	Local public administration authorities 
	5 May
	Ministry of Economy

	6.5. Submission of updated forecasts of main macroeconomic indicators in the medium term, coordinated with the Government
	Ministry of Economy
	1 June
	Ministry of Finance

National Bank of Moldova 

Ministry of Labour, Social Protection and the Family

Ministry of Health 

CNAS

CNAM 

	6.6. Presentation of budget submissions 
	Central public authorities  
	1 July


	Ministry of Finance

	6.7. Submission of draft budgets for state social insurance fund and mandatory health insurance fund 
	Ministry of Labour, Social Protection and the Family

Ministry of Health 
	1 July
	Ministry of Finance

	6.8. Presentation of draft ATU budgets.     
	Local public authorities 
	1-10 July

(according to a special schedule)
	Ministry of Finance

	6.9. Examination of and discussion on draft budgets for state social insurance fund and mandatory health insurance fund
	Ministry of Finance
	25 July
	Ministry of Labour, Social Protection and the Family

Ministry of Health  

	6.10. Organisation of discussions on  budget proposals of central public authorities, draft ATU budgets and inter-budgetary relations  
	Ministry of Finance
	1 – 15 August
	x 

	6.11. Update of the general resources framework by national public budget components 
	Ministry of Finance
	1 August
	x

	6.12. Update of expenditure ceilings by sectors and central public authorities 
	Ministry of Finance 
	5 August
	Specialised Central Public Authorities 

	6.13. Updating of sector expenditures strategies in correspondence with the updated expenditure ceilings 
	Specialised central public authorities 
	10 August
	Ministry of Finance 

	6.14. Development and coordination of the state draft budget law and of the budget memorandum with central public authorities as well as social partners.  
	Ministry of Finance
	15 August
	x

	6.15 Presentation of the draft state budget law to the Government
	Ministry of Finance
	25 August
	Government

	VII. Examination, approval and publication of the State Budget Law and Budget Memorandum 

	7.1. Examination and approval of the draft state budget law year and the budget memorandum by the Government  
	Government 
	1 October
	Parliament

	7.2. Discussion and adoption of the annual state budget law 
	Parliament
	5 December
	x

	
	
	
	


2.5 Detailed budget calendar for the elaboration of the State Social Insurance Fund budget

Table 2.4 indicates the responsibilities, actions and deadlines for preparation and approval of the Budget of the State Social Insurance Fund. Detailed description of the process of drafting, reviewing and approval of the Budget of the State Social Insurance Fund is presented in Chapter 4 of this Unified Set.

For the qualitative and timely accomplishment of the planned actions, the Ministry of Labour, Social Protection and the Family jointly with the National House of Social Insurance (CNAS) will create a working group composed of the representatives of the Ministry of Labour, Social Protection and the Family, CNAS, the Ministry of Finance, the Ministry of Economy and other relevant institutions. 

For the internal organisation of activities related to preparation of the SSIF budget, the Ministry of Labour, Social Protection and the Family and CNAS will develop and approve their own internal calendar of more detailed activities and determine actions and responsible individuals from subdivisions in these institutions.


Table 2.4
Detailed calendar for the preparation and approval of the State Social Insurance Fund budget

	Deadline
	Responsible authority
	Action
	Authority beneficiary 

	1 May
	Ministry of Finance
	Issuance of the circular on the development and presentation of the draft State Social Insurance Fund budget for the next fiscal year and estimates for the following 2 years
	Ministry of Labour, Social Protection and the Family

	10 May
	Ministry of Labour, Social Protection and the Family
	Issuance of the circular on the development and presentation of the draft State Social Insurance Fund budget for the next fiscal year and estimates for the following 2 years 


	National House for Social Insurance 

	1 June 
	Ministry of Economy
	Presentation of updated forecasts of main macroeconomic indicators 


	Ministry of Labour, Social Protection and the Family

National House for Social Insurance

	20 June
	National House for Social Insurance
	Development of the draft State Social Insurance Fund budget and presentation to the Ministry of Labour, Social Protection and the Family for coordination 
	Ministry of Labour, Social Protection and the Family

	1 July
	Ministry of Labour, Social Protection and the Family
	Presentation of the State Social Insurance Fund budget and information note for review to the Ministry of Finance
	Ministry of Finance

	25 July
	Ministry of Finance
	Analysis and discussion of the draft State Social Insurance Fund budget
	Ministry of Labour, Social Protection and the Family

	5 August  
	Ministry of Labour, Social Protection and the Family
	Finalisation of the draft State Social Insurance Fund budget following discussions with the Ministry of Finance
	Ministry of Finance

	15 August
	Ministry of Labour, Social Protection and the Family
	Coordination of the draft state social insurance fund budget with interested public authorities and social partners 
	Ministry of Finance

	25 August 
	Ministry of Labour, Social Protection and the Family
	Submission of the draft budget law for the State Social Insurance Fund 
	Government 

	1 October
	Government
	Examination and approval by the Government of the draft budget law for the State Social Insurance Fund 
	Parliament

	5 December
	Parliament
	Discussion and adoption of the budget law on the State Social Insurance Fund for the next year 
	x

	
	
	
	


2.6 Detailed budget calendar for the elaboration of the Mandatory Health Insurance budget

Table 2.5 indicates the responsibilities, actions and deadlines for preparation and approval of the Budget of the Mandatory Health Insurance Fund. Detailed description of the process of drafting, reviewing and approval of the Budget of the Mandatory Health Insurance Fund is presented in Chapter 4 of this Unified Set.

For the qualitative and timely accomplishment of planned actions, The Ministry of Health jointly with the National Medical Insurance Company (CNAM) will create a working group composed of the representatives of the Ministry of Health, CNAM, the Ministry of Finance, the Ministry of Economy and other relevant institutions. 

For the internal organisation of activities related to the preparation of the annual budget of the Mandatory Health Insurance Fund, the Ministry of Health and CNAM will develop and approve their own internal calendar of more detailed activities and determine actions and responsible individuals from subdivisions in these institutions.


Table 2.5
Detailed calendar for the preparation of the Mandatory health insurance fund budget

	Deadline
	Responsible authority
	Action
	Authority beneficiary 

	1 May
	Ministry of Finance
	Issuance of the circular on the development and presentation of the draft budget of the Mandatory Health Insurance Fund for the next fiscal year and estimates for the following 2 years
	Ministry of Health

	10 May
	Ministry of Health
	Issuance of the circular on the development and presentation of the draft budget of the Mandatory Health Insurance Fund for the next fiscal year and estimates for the following 2 years 
	National Medical Insurance Company

	1 June 
	Ministry of Economy
	Presentation of updated forecasts of main macroeconomic indicators 


	Ministry of Health National Medical Insurance Company

	20 June
	National Medical Insurance Company
	Development and presentation of the draft budget of the Mandatory Health Insurance Fund
	Ministry of Health

	1 July
	Ministry of Health
	Presentation of the draft budget of the Mandatory Health Insurance Fund and information note for review to the Ministry of Finance
	Ministry of Finance

	25 July
	Ministry of Finance
	Analysis and discussion of the draft budget of the Mandatory Health Insurance Fund
	Ministry of Social Protection, Family and Child

	5 August  
	Ministry of Health
	Finalisation of the draft budget of the Mandatory Health Insurance Fund following discussions with the Ministry of Finance
	Ministry of Finance

	15 August
	Ministry of Health
	Coordination of the draft budget of the Mandatory Health Insurance Fund with interested public authorities and social partners
	Ministry of Finance

	25 August 
	Ministry of Health
	Submission of the draft law on the Mandatory Health Insurance Fund
	Government 

	1 October
	Government
	Examination and approval by the Government of the draft law on the Mandatory Health Insurance Fund
	Parliament

	5 December
	Parliament
	Discussion and approval of the law on the Mandatory Health Insurance Fund
	x

	
	
	
	


2.7 Detailed budget calendar for the elaboration of ATU budgets

Table 2.6 indicates the deadlines, responsibilities, and main actions for preparation of the budget of ATUs for the next year and medium term estimates.

The calendar comprises both relations between the Ministry of Finance and level II ATUs, as well as relations between level II ATUs and level I ATUs.  

Based on this calendar, executive authorities of ATU, and specifically the General Finance Divisions (GFD), draft and approve their own calendar of activities, as well as create a working group for the development of the budget of ATUs. The composition of the group includes representatives of various subdivisions subordinated to the representative and legislative authority and representatives of the executive authority of the ATU.


Table 2.6
Detailed calendar for the preparation and approval of ATU budgets

	Deadline
	Responsible authority 
	Action
	Authority beneficiary 

	I. Formulation of draft ATU budgets

	20 April
	Executive authorities of the ATU
	Evaluate results of implementation of policies of the ATU and develop updated proposals and sectoral development policies over the medium term 
	Representative and deliberative authority of ATU

	20 April
	General Finance Division
	Analyse revenue and expenditure trends in ATU budget based on budget execution reports from previous years; identify problems related to management of the ATU budget and determine measures for their solutions
	Executive authorities of the ATU

	30 April
	Executive authority of level II ATU
	Issue dispositions and a calendar of actions for initiating the budget formulation process of the ATU
	Budget executors of ATU

	1 May 
	Ministry of Finance 
	Issuance of the circular on the development and presentation of the 

draft ATU budget 
	Executive authority of level II ATU

	10 May 
	General Finance Division
	Estimate inter-budgetary relations between level I and level II ATUs and issue the circular for elaboration of the draft ATU budget

Communicate the national sector priorities, included in the Document on MTBF forecasts 
	Budget executors of level I and II ATUs 

	10 June
	Executive authority of the ATU of level I
	Submission of preliminary estimates of revenues and expenditures of the level I ATU
	General Finance Division

	10 June
	Divisions subordinated to councils of level II ATUs
	Submission of preliminary estimates on revenues and expenditures of II level ATU
	General Finance Division

	25 June 
	General Finance Division
	Analyses estimates of budget executors and organises discussion with I level ATUs regarding inter-budgetary relations between level I and II ATUs
	Executive authority of level II ATU 

	1 – 10 July (according to the schedule)
	General Finance Division
	Elaboration and submission of the synthesis of draft ATU budgets
	Ministry of Finance

	5-15 August 
	Ministry of Finance
	Organisation of discussions with local public authorities and request of clarifications for decision making on interbudgetary relations between the State Budget and ATU budgets
	Heads of districts

Heads of General Finance Divisions 

	25 August
	General Finance Division
	Adjustment, when required, of the synthesis of the draft ATU budgets as a result of discussions with the Ministry of Finance
	x

	5 October
	Ministry of Finance
	Inform local administrative public authorities of level II about content of the draft Budget Memorandum of the draft State Budget law

 
Communicate changes in inter-budgetary relations following the examination and approval of the State Budget by the Government 
	Executive authority of level II ATU 

	15 October
	General Finance Division
	Analyse and, where necessary, adjust inter-budgetary relations, taking into account changes after the examination of the draft state budget by the Government
Inform local administrative public authorities of level I about content of the draft Budget Memorandum of the draft State Budget law sent by the Parliament
	Budget executors of level II ATU

Executive authorities of 

Level I ATU

	1 November
	Executive authorities of the ATU
	Adjust the sector policies of the ATU and reprioritise programmes depending on the national sector policies and the framework of available resources
	Representative and deliberative authority of ATU

	1 November
	General Finance Division and in coordination with the executive authority of level  II ATU
	Adjustment and finalisation of the draft budget of level II ATU and submission for examination and approval
	Representative and deliberative authority of level II ATU

	15 November 
	Executive authority of level  I ATU
	Adjustment and finalisation of the draft budget of level I ATU and submission for examination and approval
	Representative and deliberative authority of level I ATU

	II. Review and approval of ATU budgets 

	10 December 
	Representative and deliberative authority of level II ATU
	Review and approval of the budget of level II ATU
	Executive authority of level II ATU

	15 December 
	Representative and deliberative authority of level I ATU
	Review and approval of the budget of level I ATU
	Executive authority of level I ATU

	During 10 days from the approval of level I ATU budgets 
	Executive authority of level I  ATU
	Submission of a copy of the decision on the approval of the budget of level I ATU legalised by the secretary of the representative and deliberative authority
	General Finance Division

	During 10 days from the approval of level II ATU budgets 
	General Finance Division
	Submission of a copy of approved ATU budgets for consolidation of the National Public Budget 
	Ministry of Finance 

	During maximum 30 days from the date of publication of the State budget law 
	Executive authorities level I and II  ATUs 
	Conduct of necessary adjustments to the ATU budgets in order to bring those in correspondence with the provisions of the annual state budget law  
	Representative and deliberative authority of  the ATU

	
	
	
	


3 Preparation of the MTBF

The elaboration of the MTBF represents the strategic phase in the annual cycle of preparation of the budget. This chapter presents a general overview of the MTBF process, its main phases and elements, and an overview of the technical procedures for MTBF analysis and planning. 

The specific requirements and the format for MTBF presentation are reviewed annually and updated depending on the need of consolidating the analysis and planning procedures for certain MTBF elements, and depending on public finance reform requirements. All these are communicated by the Ministry of Finance to public authorities through a circular issued at the beginning of the MTBF process. 

Box 3.1 provides relevant provisions of the current legislation which determine the legal framework for MTBF preparation and approval.


Box 3.1
Relevant provisions in Public Sector Financial Management and Accountability Law
	

	


3.1 The essence of the MTBF and organisational framework

3.1.1 The role of MTBF in budget preparation
The Medium Term Budget Framework (MTBF) essentially sets multi-year targets for the fiscal and budgetary policy of the Government and determines the resources and expenditures of the public national budget in the medium term. It is called medium-term because it provides data for the forthcoming fiscal year and the two following years. 

The MTBF document is the result of a process which comprises a top-down estimate of aggregate resources available for funding public expenditure, consistent with macroeconomic stability; coupled with bottom-up estimates of the cost of carrying out policies, both existing and new. The MTBF is an instrument that reconciles these costs with available resources.

The MTBF encompasses the Unity principle which reflects (i) all the revenues and expenditures, and both internal resources and external resources, (ii) all components of the budget  system - the state budget, the budget of the state social insurance fund, the budget of the mandatory health insurance fund, and the budgets of the territorial administrative units, (iii) current expenditures as well as capital expenditures.
Specific objectives of the MTBF are to:

· Consolidate the macroeconomic balance and fiscal discipline for preparation of a realistic budget;

· Increase public spending efficiency by ensuring a better link between policies, strategic priorities and public expenditures within and between sectors;

· Ensure a predictable level of resources allocated to central public authorities for planning and implementation of multiyear spending programs; and

· Increase the level of transparency and accountability in the process of deciding on policy priorities and sector expenditure strategies.

3.1.2 Link between policies and the budget

MTBF is a tool used to ensure the alignment between allocation of resources and policy priorities. Figure 3.1 represents the interaction between the process of elaboration/update of policies and the annual budget process. 

The process of updating policies starts at the beginning of the annual budget cycle when the Government issues the Document on policy priorities in the medium term. The purpose of this document is to guide the Ministry of Finance and Central Public Authorities in the process of development of MTBF projections and of the budget.

The annual update of sector policies takes place at the same time as with the preparation of the sector expenditure strategies in the context of MTBF. Therefore, sector expenditure strategies represent the tool that ensures the allocation of financial resources to the state policy priorities at the sector level. 
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3.1.3 Organisation of the MTBF process

Preparation of the MTBF is a participative process which involves different actors and an adequate coordinating mechanism. The roles and responsibilities for MTBF preparation are described below.

State Chancellery
The State Chancellery is responsible for monitoring the implementation of state policies and extension of their implementation plan in time. Specifically it involves the following:
· Identifying new major policy initiatives and analysis of their impact for the medium term;

· Preparing the Document on policy priorities in the medium term;

· Preparing instructions for updating and extending over time of policies (Note: they may be issued also as common instructions, including updating and extending sector expenditure strategies (MTBF);
· Reviewing and agreeing on draft sector expenditures strategies by means of aligning the new policy proposals and initiatives with national priorities

· Preparing reports on the implementation of public policies.
Ministry of Finance 


The Ministry of Finance is responsible for MTBF preparation and submission. In this perspective, the main functions are:

· General coordination of the process of elaboration of the MTBF and the budget;

· Elaboration of instructions and guidelines for MTBF preparation
· Preparation of the MTBF concept document, the Document on MTBF forecasts and updates of MTBF projections at the same time as with the preparation of the next year’s budget 

· Setting of fiscal policy objectives and objectives for revenue administration;

· Elaboration of the projection of the  global resource framework in the medium term (revenues, expenditures, deficit, financing sources);

· Analysis of major budget management problems, such as: public debt management, interbudgetary relations, public expenditures efficiency;
· Examination of the accuracy and realism of spending proposals submitted by public authorities and determination of expenditure ceilings by sectors and central public authorities;
· Coordination of the setting of ceilings by central public authorities.
The main responsibility for MTBF preparation and coordination within the Ministry of Finance lies with the General Budget Synthesis Department. Other units within the Ministry of Finance which contribute considerably to the MTBF process are: Fiscal policy and fiscal legislation division, Public debt general division, and the line divisions.
Ministry of Economy
The Ministry of Economy is responsible for:

· Preparation, coordination and submission of the macroeconomic projections for the MTBF period;

· Setting policies and priorities concerning public investments in the medium term;

· Participation in the sector working groups in the drafting of sector expenditure strategies, particularly concerning economic matters.
Specialised central public authorities and other public authorities 

Specialised central public authorities contribute to the MTBF preparation by presenting timely information and analysis on sector expenditure strategies and spending programs. Public authorities are responsible for the following:
· Analysis of existing public expenditure programs and identification of actions to increase their efficiency;

· Setting of policy priorities within the sector in accordance with national strategic priorities and evaluation of their financial impact in the medium term;

· Submission of proposals to allocate and/or redistribute resources between programs within the sector; and 

· Elaboration of sector expenditure strategies in the medium term in accordance with the priorities for sector development and within the expenditure ceilings.

For the preparation of sector expenditure strategies, the specialised public authorities cooperate with other public authorities which manage financial resources within the respective sector. Central public authorities must have an active and efficient cooperation with local public authorities which manage a significant amount of expenditures in certain areas, such as in education, public administration, etc. To facilitate the cooperation and coordination of sector expenditure strategies with other public authorities, inter-ministerial working groups are created for the preparation of the MTBF, including representatives of all authorities involved in the implementation of sector programs as well as other institutions.

In addition to the responsibility for the elaboration of sector expenditure strategies, the Ministry of Labour, Social Protection and the Family and the Ministry of Health together with CNAS and CNAM are responsible for the elaboration and submission of projections concerning the SSIF and the MHIF.

MTBF coordination structure
The process of elaborating the MTBF is complex and requires effective collaboration between several public authorities. To this end a series of working groups are established to facilitate communication and collaboration between different public authorities involved in the process.

The structure of the coordination of the MTBF process is presented in Figure 3.2. 


Figure 3.2
MTBF coordination structure 






The nominal composition and responsibilities for the Inter-ministerial Committee for strategic planning and those of the MTBF Coordination Group are provided in regulations approved by the Government.

The action plan with specific terms and responsibilites are provided in chapter 2 of this unified Set. 

The terms of reference for the MTBF Coordination Group, technical working groups and sector working groups are included in Annex 3.A.

3.2 MTBF preparation – main phases and elements

The MTBF covers a three year period: the next fiscal year and the two following years. The planning and preparation of the next MTBF starts 13 months before the period for which the MTBF is prepared and it continues until the submission of the draft state budget to the Parliament. Therefore three phases and four main elements can be distinguished.
3.2.1 MTBF preparation phases 

The three MTBF preparation phases are the following:

1. Phase I: Preparation of the MTBF concept. It sets the preliminary macroeconomic and fiscal framework, according to which MTBF is elaborated. It also reflects the updated policy priorities which are included in the Document on policy priorities, and a description of their effects on the budget.

The output for this phase is the MTBF Concept document which is discussed within the Inter-ministerial Committee for strategic planning by the end of January and is approved by the Prime-minister.

2. Phase II: Preparation of MTBF projections. This is the strategic step for MTBF preparation involving the detailed preparation of the macroeconomic and fiscal framework in the medium term, the analysis of the main problems of the budgetary policy and the preparation of expenditure ceilings based on which are elaborated the budget by sectors and by central public authorities.

The output for this phase is the Document on MTBF forecasts which is debated by the Inter-ministerial Committee for strategic planning and is approved by the Government by the beginning of May.
3. Phase III: Adjustment of MTBF projections takes place within the context of the Budget Memorandum and at the same time as the preparation of the draft budget for the next year. It implies a final adjustment of the macro-fiscal framework and expenditures included in the budget and of the projections and take into consideration the result of budget negotiations with central public authorities.

The outputs of this phase are the Budget memorandum and the draft annual budget laws, which are presented for approval to the Government at the end of August. 
As a consequence, analysis and updated estimates of the MTBF are part of the budget documentation accompanying the draft State Budget. 

3.2.2 Main elements of the MTBF
The preparation of the MTBF involves four main elements:
· Element 1: The Macro-fiscal framework in the medium term ensures the general budgetary projections and the resource framework which finances public expenditure programs. Section 3.5 describes in detail the structure and process of elaborating the macro-fiscal framework.
The macro-financial framework is prepared and adjusted during each of the three phases: (i) at phase I when the general macro-fiscal projections are prepared; (ii) at phase II, when the detailed macro-fiscal framework is elaborated and expenditure ceilings for budget preparation are set; and (iii) at phase III when the final macro-fiscal framework is prepared which supports the submission of the annual budget.
Section 3.5 describes in detail the preparation of the macro-financial framework.

· Element 2: Budgetary strategy and review of public expenditures offers analysis of expenditure policies, strategies and performance as the basis for the development of budgetary options for the Government.
The analysis is undertaken in 2 steps: (i) at phase I when main priorities and challenges are analysed in light of the development of the following MTBF and presented and discussed within the MTBF Concept document; and (ii) at phase II when technical notes on problems related to major policies, strategic and budgetary performance are prepared. 

Annex 3.B presents detailed instructions for the elaboration of technical notes in the context of the MTBF.
· Element 3:  Expenditure ceilings set general ceilings for the development of sector expenditure strategies. Expenditure ceilings have an important role in budget preparation as they ensure realistic planning of activities based on the assessment of available resources.

The expenditure ceilings are projections prepared three times per year: (i) during phase I when preliminary ceilings are submitted for the next three years which are the basis for the development of sector expenditure strategies; (ii) during phase II when the preliminary ceilings for sectors are adjusted and ceilings for central public authorities are prepared taking into account the updated macro-financial framework, review of budget priorities and assessment of proposals included in the sector expenditure strategies. The adjusted ceilings during this phase are used to develop detailed budget proposals for the following year; and (iii) during phase III when budget allocations by sectors and central public authorities for the next year and forecasts for the following two years are finalised.

Section 3.6 provides detailed instructions on developing ceilings and expenditure projections for sectors and Central Public Authorities. 

· Element 4: Sector expenditure strategies present analyses of the implications of sector policies and strategic priorities for resource allocation on major expenditure programs. The analysis includes all national public budget expenditures within a sector. The analysis conducted in the context of the sector expenditure strategies includes total expenditure of the National Public Budget for each respective sector. Preliminary versions of the sector expenditure strategies presented in the phase II in the context of the MTBF serve as reference for updating the expenditure ceilings. Subsequently lead ministries jointly with the sector working groups shall adjust the strategies in accordance with updated sectoral expenditure ceilings.
Sector expenditure strategies helps lead ministries and Central Public Authorities in the respective sectors in coordinating sectoral policies promoted by the framework of available resources and shall be the basis for arguing annual budget. Chapter 3.7 provides an overview of the process of preparation of sector expenditure strategies, while Chapter 11 presents detailed instructions for elaborating sector expenditure strategies.

Figure 3.3 shows the phases and main elements of the MTBF preparation process.


Figure 3.3
Medium Term Budget Framework – Phases and main elements
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3.3 MTBF Concept document
3.3.1 Definition

The MTBF Concept document is a document prepared by the Ministry of Finance and approved every year by the Inter-ministerial Committee for strategic planning / Prim-minister at the beginning of the budget cycle. It is based on the Document on policy priorities in the medium term and updated macroeconomic projections, and the MTBF concept document presents preliminary estimates in a medium term perspective, the main indicators of the national public budget, main problems identified in the sphere of public finances and possible solutions for these. Decisions on these issues will ultimately serve as a basis for the MTBF projections and the annual budget.

3.3.2 Structure and format of the MTBF Concept document 

As a rule, the MTBF Concept document is a concise document and includes the following:

· Brief analysis of recent macro-fiscal trends and preliminary medium term projections;
· Planned changes in the sphere of fiscal policy and fiscal administration;
· Brief analysis on main issues in the management of the national public budget which will be analysed in detail during preparation of the MTBF and recommendations for improvement;
· Expenditure priorities for the next MTBF and financial implication in the medium term.

The format of the MTBF Concept document is presented below. It can be adjusted every year to reflect identified improvements during assessment of the previous MTBF exercise. 


Box 3.2
Format of the MTBF Concept document
	1. Introduction
2. Macroeconomic developments

· Recent developments:

· Economic growth, inflation, exchange rate, international trade and capital flows

· Consequences for public revenues and deficit / surplus

· Medium-term projections

· Economic growth, inflation, exchange rate, international trade and capital flows

· Possible impact on public revenues, external financing

3. Fiscal and budgetary  policy

· Budget targets for the medium term:

· Public spending as % of GDP

· Public Revenues as % of GDP

· Budget deficit/surplus as % of GDP

· State debt managed by the Government as % of GDP

· Revenue policy and tax administration

· New tax policy measures envisaged

· Planned improvements in tax and customs collection and administration

· Trends in social assistance and medical insurance contributions

4. Policy concerning budget management 

· Policy concerning efficiency of public expenditure
· Specific aspects concerning management of specific expenditure categories (personnel expenditure and public sector employment, capital investment, etc.)
· Specific aspects concerning interbudgetary relations
5. Expenditure priorities

· Expenditure policies and medium term priorities 

· Main objectives of expenditure policies

· Main priority areas and the relation with programs and national development strategies 

· Possible financial implications for expenditure policies 

· Specific issues on wage policy within the public sector 

· Specific issues on capital investment 

Annexes

· Macro-fiscal framework - dynamics
· Preliminary expenditure ceilings by sectors


Deadlines and responsibilities

The Ministry of Economy prepares a summary report on the analysis of the latest macroeconomic trends and preliminary macroeconomic projections, which are submitted to the Ministry of Finance and State Chancellery. At this stage several macroeconomic scenarios can be presented.

The State Chancellery submits to the Ministry of Finance the Document on policy priorities for the next MTBF, which presents an update of the policy priorities of the Government in the medium term, as well as it offers a general analysis of their budgetary implications. 
The Ministry of Finance sets the budgetary-fiscal policy objectives for the medium term, estimates the resource framework, analyses the financial implications of policy priorities and develops preliminary sector expenditure ceilings. The Ministry of Finance is responsible for the preparation of the MTBF Concept document and for its submission for approval to the Prime-minister.

Table 3.1
Preparation of the MTBF Concept document - Responsibilities. 

	Deadline
	Responsible institution
	Activity 
	Receiving institution

	20 December
	Ministry of Economy 
	Submits analysis of recent macroeconomic developments and preliminary projections for the main macroeconomic indicators 
	State Chancellery
Ministry of Finance

	1 January 
	State Chancellery
	Issues the Document on policy priorities in the medium term
	Ministry of Finance

Ministry of Economy 

	15 January
	Ministry of Finance 
	Submits the MTBF Concept document 
	Prime minister 

	
	
	
	


3.4 MTBF Circular

3.4.1 Definition

The MTBF Circular is a document elaborated annually by the Ministry of Finance and issued to Central Public Authorities at the beginning of the process of preparing the annual budget. Through this document the Ministry of Finance informs Central Public Authorities about the launch of the next MTBF process. The Circular presents specific features and requirements about the preparation and submission of sector expenditure strategies. The MTBF Circular includes preliminary expenditure ceilings by sectors which serve as basis for the preparation of sector expenditure strategies. 

3.4.2 Structure and format of the MTBF circular

The standard format of the MTBF circular contains the following: 

· Introduction (legal basis for issuing the circular);
Reference to decisions on the Document on policy priorities of the Government in the medium term and the Concept MTBF document;
· Preliminary expenditure ceilings by sectors;

· Reference to the detailed budget calendar and to the deadlines for the development and submission of sector expenditure strategies;

· Reference to guidelines on developing sector expenditure strategies and to other methodological instructions;

· Reference to sectors which will develop expenditure strategies in areas which will be subject to analysis in the form of technical notes as well as organisational issues related to the formation of working groups;

· Characteristics and specific requirements for the content and submission format for sector expenditure strategies;

· Annexes. 

3.4.3 Terms and Responsibilities 

The General Budget Synthesis Department of the Ministry of Finance in consultation with the line divisions shall prepare and issue the MTBF Circular in accordance within the deadlines established in the calendar for the preparation of the State Budget as described in Chapter 2 of this Set.

The line divisions of the Ministry of Finance may submit proposals to improve the content and format of presentation of sector strategies as a result of the process of evaluating the MTBF process of the previous fiscal year.
3.5 Macro-fiscal framework

3.5.1 Definition

The medium term macro-fiscal framework is a forecasting framework for public financial resources based on the macroeconomic projections, budget and fiscal policy objectives and policy concerning state debt. The aim of the macro-fiscal framework is to provide realistic projections of available resources in order to plan and implement public expenditure programs.

3.5.2 Phases and elements of the macro-financial framework

The macro-fiscal framework serves as the basis for preparation of medium term projections for the National Public Budget. It includes the following elements: 

· Medium term macroeconomic projections; 

· Public revenues projections;

· Projection of the budget deficit and its financing sources;

· Medium term global financial framework, including aggregate projections of public revenues and expenditures, deficit/surplus and financing sources.

The main elements of the macro-fiscal framework are presented schematically in Figure 3.4.


Figure 3.4
Elements of the macro-fiscal framework






The elements described below refer to the preparation of the macro-fiscal framework in the context of the Document on MTBF forecasts.

Macroeconomic projections
The development of macroeconomic projections involves the following main tasks:

· Brief description of recent macroeconomic performance and main developments in the last 3 to 5 years, analysis of performance and implications for the budget;

· Brief analysis of global economic developments and assessment of possible impact on the economy;

· Setting of macroeconomic policy objectives and determining a policy development framework at the national level; and

· Forecasting main macroeconomic aggregates in accordance with the main scenario and with some alternative scenarios.

Projections of macroeconomic indicators are prepared by the Ministry of Economy in consultation with other institutions, organisations and relevant agencies which develop independent forecasts.
Within the scope of MTBF preparation, the key macroeconomic aggregates which influence the National Public Budget are the following:

· Gross domestic product – which influences the total volume of revenues and expenditures;
· Consumer price index rate – which has an indirect impact on revenues and expenditures for goods and services;
· Exchange rate of the national currency – which has a direct impact on revenue from foreign trade and external financing indicators as well as the costs of servicing the state debt and other commitments abroad;
· Trade balance – which influences mainly indirect tax revenues;
· Average monthly salary and wage bill – which serve as the basis to calculate state social insurance contributions and compulsory premiums for mandatory health assistance, and influences as well revenues of the individual income tax.

The table below presents the format for presenting the projections of the macroeconomic indicators.


Table 3.2
Main macroeconomic indicators in the medium term

	 
	
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	 
	Unit of measurement
	Actual
	Actual
	Estimate
	Projections

	Gross Domestic Product
	
	 
	 
	 
	 
	 
	 

	  nominal
	Billions lei
	 
	 
	 
	 
	 
	 

	  real growth
	%
	 
	 
	 
	 
	 
	 

	Consumer Price Index
	
	 
	 
	 
	 
	 
	 

	  annual average 
	%
	 
	 
	 
	 
	 
	 

	  end of year
	%
	 
	 
	 
	 
	 
	 

	Exchange rate 
	
	 
	 
	 
	 
	 
	 

	  annual average 
	MDL/USD
	 
	 
	 
	 
	 
	 

	  end of year
	MDL/USD
	 
	 
	 
	 
	 
	 

	Foreign trade
	
	 
	 
	 
	 
	 
	 

	  Exports
	mil. USD
	 
	 
	 
	 
	 
	 

	    growth rates
	%
	 
	 
	 
	 
	 
	 

	  Imports
	mil. USD
	 
	 
	 
	 
	 
	 

	   growth rates
	%
	 
	 
	 
	 
	 
	 

	Trade balance 
	mil. USD
	 
	 
	 
	 
	 
	 

	Industrial production in current prices
	Billions lei
	 
	 
	 
	 
	 
	 

	   comparable prices against the previous year
	%
	 
	 
	 
	 
	 
	 

	Agricultural production in current prices
	Billions lei
	 
	 
	 
	 
	 
	 

	   comparable prices against the previous year
	%
	 
	 
	 
	 
	 
	 

	Fixed capital investments 
	Billions lei
	 
	 
	 
	 
	 
	 

	   comparable prices against the previous year
	%
	 
	 
	 
	 
	 
	 

	Average salary per month
	lei
	 
	 
	 
	 
	 
	 

	  nominal growth rates
	%
	 
	 
	 
	 
	 
	 

	  real growth rates
	%
	 
	 
	 
	 
	 
	 

	Wage bill
	Billions lei
	 
	 
	 
	 
	 
	 

	  nominal growth rates
	%
	 
	 
	 
	 
	 
	 

	  real growth rates
	%
	 
	 
	 
	 
	 
	 

	
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY-2 and FY-1 - previous fiscal years, FY+1- next year for which the new draft budget is prepared, FY+2 and FY+3 – next years ahead of the year the budget is prepared
Projection of public revenues 

The projection of public revenues in the medium term relies on:
· Projections of macroeconomic indicators in the medium term;

· Analysis of recent trends in revenue collection and of the main factors which influence these revenues;

· Fiscal policy objectives, analysis of planned tax rate changes and their impact on public revenues; 
· Planned activities for improvement of the tax administration; and. 
· Estimates of budget support grants and projects financed from external sources.
Considering the factors mentioned above, the General Budget Synthesis Department of the Ministry of Finance shall prepare preliminary projections for each main source of  revenues conform the classification of sources at level 3 (k3) and the economic classification at level 4 (k4).
Usually, projections of public revenues reflect projections of the following:

(i) tax revenues, including social insurance contributions and mandatory health assistance premiums;

(ii) non tax revenues; and
(iii) external grants. 
The projections include some alternative scenarios to analyse their sensitivity to different assumptions.
As a result of the analysis the General Budget Synthesis Department prepares a summary of revenues in nominal terms (in millions of lei), as % of GDP an as % of total revenues using the following format:


Table 3.3
Revenue projections for the National Public Budget (in million lei, as % of GDP)

	Indicator
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	
	Actual
	Actual
	Approved
	Expected
	Projections

	 Total revenues
	
	
	
	
	
	
	
	

	Including conform economic classification (k6)
	
	
	
	
	
	
	
	

	1. Tax revenues
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	

	2. Non-tax revenues
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	

	2. Grants
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY-2 and FY-1 - previous fiscal years, FY+1- next year for which the new draft budget is prepared, FY+2 and FY+3 – next years ahead of the year the budget is prepared
Deficit/surplus and financing 

The size of the budget deficit represents an objective for macroeconomic policy of the Government and is set as percentage of GDP. The budget deficit is influenced by the following factors: 
· Level of external financing in the form of loans for projects financed from external sources or in the form of budget support;

· Level of financing in the form of loans acquired from emission of government securities on the internal market (VMS);

· Resources obtained from the sale and privatisation of public assets;

· Changes in the balances of budget resources accumulated during the previous years.
The available financing of the budget deficit represents a total amount of financing foreseen from government loans and other sources, taking into account the resources needed to repay the state debt which are subsequently subtracted, as well as the cash resources on the respective budgets.
The main steps for elaboration of projections of the budget deficit and its financing are as follows:

· Analysis of recent trends in budget execution in nominal terms and expressed as share of GDP against previously set objectives;

· Setting of policy objectives and medium term strategy concerning state debt;

· Setting of a maximum level of the budget deficit in coordination with the Ministry of Economy and the National Bank of Moldova; and

· Preparation of medium term projections for deficit financing and the stock of internal and external state debt.

The General Public Debt Department of the Ministry of Finance will develop and present information on state debt and projections of sources of financing the budget deficit using the format of the table below. The information will be presented in nominal terms and as % of GDP. 


Table 3.4
State debt and projections of financing sources (in million lei, % of GDP)

	
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	
	Actual
	Actual
	Approved
	Expected
	Projections

	A. Stock of state debt
	
	
	
	
	
	
	
	

	A.1. Internal state debt
	
	
	
	
	
	
	
	

	A.2. External state debt*
	
	
	
	
	
	
	
	

	B. Public sector financing
	
	
	
	
	
	
	
	

	B1. Financial assets
	
	
	
	
	
	
	
	

	1.1 Financial resources
	
	
	
	
	
	
	
	

	1.2 Granted internal loans 
	
	
	
	
	
	
	
	

	1.3 Shares and other forms of participation in domestic equity and privatisation
	
	
	
	
	
	
	
	

	B.2. Liabilities 
	
	
	
	
	
	
	
	

	2.1 Internal liabilities 
	
	
	
	
	
	
	
	

	   Securities issued by the Government
	
	
	
	
	
	
	
	

	   VMS converted
	
	
	
	
	
	
	
	

	   Other contracted internal loans 
	
	
	
	
	
	
	
	

	2.2 External liabilities*
	
	
	
	
	
	
	
	

	   Securities on the external market 
	
	
	
	
	
	
	
	

	   External loans 
	
	
	
	
	
	
	
	

	C. State debt servicing
	
	
	
	
	
	
	
	

	C.1. Internal debt servicing 
	
	
	
	
	
	
	
	

	Principle amount
	
	
	
	
	
	
	
	

	   Securities issued by the Government
	
	
	
	
	
	
	
	

	   VMS converted
	
	
	
	
	
	
	
	

	   Other contracted internal loans 
	
	
	
	
	
	
	
	

	Interest related to internal debt
	
	
	
	
	
	
	
	

	   Securities issued by the Government
	
	
	
	
	
	
	
	

	   VMS converted
	
	
	
	
	
	
	
	

	   Other contracted internal loans 
	
	
	
	
	
	
	
	

	C.2. External debt servicing*
	
	
	
	
	
	
	
	

	Principle amount
	
	
	
	
	
	
	
	

	   Securities on the external market 
	
	
	
	
	
	
	
	

	   External loans 
	
	
	
	
	
	
	
	

	Interest related to external debt
	
	
	
	
	
	
	
	

	   Securities on the external market 
	
	
	
	
	
	
	
	

	   External loans 
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


* Indicators related to external state debt are in addition also expressed in US$

Note: FY – present fiscal year, FY-2 and FY-1 - previous fiscal years, FY+1- next year for which the new draft budget is prepared, FY+2 and FY+3 – next years ahead of the year the budget is prepared
In addition, the General State Debt Department will prepare an Informative Note which will include policy objectives and strategy concerning state debt and explanations on the underlying assumptions of the medium-term estimates.
Global financial framework 

The global financial framework represents dynamic trends in the main indicators of the National Public Budget in a medium term perspective. The table below offers a format for presenting the global financial framework and contains the following components: 
· Total revenues, including the main types of revenues;

· Total expenditures,;

· Budget deficit / surplus and projection of its financing.

The table is to be completed in nominal terms, and as % of GDP and % of total.


Table 3.5
Global financial framework of the National Public Budget (in million lei, as % of GDP)
	
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	Indicators
	
	Actual
	Actual
	Approved
	Expected
	Projections

	I. Revenue, total
	1
	
	
	
	
	
	
	

	Including conform economic classification (k4)
	
	
	
	
	
	
	
	

	...
	
	
	
	
	
	
	
	

	II. Expenditure and nonfinancial assets
	1+4+5
	
	
	
	
	
	
	

	Including conform economic classification (k2)
	
	
	
	
	
	
	
	

	...
	
	
	
	
	
	
	
	

	III. Balance
	Constant
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	IV. Financing
	4+5
	
	
	
	
	
	
	

	  Financial assets
	4
	
	
	
	
	
	
	

	Including conform economic classification (k3)
	
	
	
	
	
	
	
	

	...
	
	
	
	
	
	
	
	

	  Liabilities
	
	
	
	
	
	
	
	

	Including conform economic classification (k3)
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY-2 and FY-1 - previous fiscal years, FY+1- next year for which the new draft budget is prepared, FY+2 and FY+3 – next years ahead of the year the budget is prepared
The format of Table 3.5 is used also for disaggregation of the overall financial framework for each component of the National Public Budget - State Budget, State Social Insurance Fund Budget, Compulsory Health Insurance Fund Budget and ATU budgets.

The structure of the national pubic budget by components is to be presented by using the template of Table 3.6.


Table 3.6
National Public Budget by component  (in million lei, as % of GDP)

	
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	S2
	Eco k1
	Actual
	Actual
	Approved
	Expected
	Projections

	A. Revenue, total
	
	
	
	
	
	
	 
	 
	 

	 State Budget
	
	
	
	
	
	
	
	
	

	 ATU budgets
	
	
	
	
	
	
	
	
	

	 State Social Insurance Fund Budget 
	
	
	
	
	
	
	
	
	

	 Mandatory Health Insurance Fund Budget
	
	
	
	
	
	
	
	
	

	B. Expenditure, total
	
	
	
	
	
	
	
	
	

	 State Budget
	
	
	
	
	
	
	
	
	

	 ATU budgets
	
	
	
	
	
	
	
	
	

	 State Social Insurance Fund Budget 
	
	
	
	
	
	
	
	
	

	 Mandatory Health Insurance Fund Budget
	
	
	
	
	
	
	
	
	

	C. Deficit (-) / Surplus (+)
	
	
	
	
	
	
	
	
	

	 State Budget
	
	
	
	
	
	
	
	
	

	 ATU budgets
	
	
	
	
	
	
	
	
	

	 State Social Insurance Fund Budget 
	
	
	
	
	
	
	
	
	

	 Mandatory Health Insurance Fund Budget
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY-2 and FY-1 - previous fiscal years, FY+1- next year for which the new draft budget is prepared, FY+2 and FY+3 – next years ahead of the year the budget is prepared
Macro-fiscal forecasting model 

For the elaboration of projections of the global financial framework the Ministry of Finance uses a macro-fiscal forecasting model which offers a consistent and transparent framework for preparation of the MTBF and the draft budget.

The model can be used for the following:

· Projection of aggregates for revenues and expenditures;
· Preparation of different projection scenarios;

· Assessment of financial implications of proposed changes in fiscal policy;

· Assessment of distribution of revenues among different levels of the budget; and

· Preparation of tables and charts that can be used for the MTBF Document.
The projections provided by the model are based on official statistical data, official macroeconomic prognosis and a set of assumptions on the relations between different macroeconomic and budgetary indicators. The information filled in the model as exogenous data represents the volume of deficit financing (internal and external) and the level of debt servicing. Information on last year’s budget execution is used as the basis for the model projections.

Detailed instructions to use the macro-fiscal forecasting model are presented in the Chapter 8.

3.5.3 Deadlines  and responsibilities

The macro –fiscal framework is revised and updated three times per year:

· In December – for preparing preliminary macro-fiscal projections. It involves a partial review of the previous MTBF projections keeping track of the evolutions following the finalization of the next year budget. It is used for the preparation of the MTBF Concept document.

· In February /March – for preparing the detailed macro-financial framework used to develop the Document on MTBF forecasts. At this stage a total update of the macro-financial framework is undertaken, taking into account macroeconomic results and budget outcomes of the previous year. Under this framework expenditure ceilings are developed on which the budget proposals will be based.
· In June/July – for preparing the final macro-fiscal framework. At this stage the macroeconomic and budget performances registered during the first semester of the current year are taken into account, as well as the results of reviewing budget proposals. It is used to update the projections in the medium term and to finalize the draft annual budget.

The Ministry of Economy together with other relevant institutions prepares initial macroeconomic projections for a three year period. For preparing macroeconomic projections the Ministry of Economy works together with: (i) the National Bureau of Statistics which submits data on main macroeconomic and social indicators; (ii) the National Bank of Moldova which is responsible for price stability, foreign currency policy, monetary and credit policies; (iii) the Ministry of Finance and specialised central public authorities which provide relevant information on respective sectors needed to elaborate macroeconomic projections. 

The overall responsibility for preparing the macro-fiscal framework, and in particular for revenue projections relies at the General Budget Synthesis Department of the Ministry of Finance. The Tax legislation and tax policy division of the Ministry of Finance is responsible for the preparation, submission and coordination with other interested authorities of the fiscal policy and tax administration objectives, for which it will provide information for analysing the impact of planned fiscal policy measures.

Estimates of social insurance contributions and mandatory health insurance premiums are prepared by the National House for Social Insurance and the National Medical Insurance Company in cooperation with specialised public authorities responsible for the respective domains. The underlying assumptions of these projections are the projections of macroeconomic indicators presented by the Ministry of Economy and fiscal policy objectives presented by the Ministry of Finance.

The General Public Debt Department of the Ministry of Finance is responsible for setting the objectives concerning state debt. In addition, the General Public Debt Department together with the General Budget Synthesis Department is responsible for setting, and the size of the budget deficit /surplus and for the elaboration of projections concerning the sources of financing.
The Ministry of Finance has the right to request additional information necessary for the development of the macro-fiscal framework, as well as subsequent arguments from the side of the public authority concerned. These institutions must ensure submission of the information requested within the deadline set by the Ministry of Finance.

To facilitate the cooperation and coordination of activities related to preparation of the macro-fiscal framework at a technical level, a working group will be created which will be responsible for macroeconomic projections and a working group responsible for the resource framework which will include representatives of different relevant institutions. The preliminary projections are discussed with other public authorities within technical working groups and afterwards the final projections are submitted to the MTBF Coordination group for coordination. The terms of reference for the activities of these technical working groups are presented in Annex 3.A.
The following table contains the main responsibilities and concrete activities for the preparation of the macro-fiscal framework, including the process for estimating revenues. 


Table 3.7
Preparation of the macro-fiscal framework - Responsibilities
	Deadline
	Responsible institution
	Activity 
	Receiving institution

	20 December
	Ministry of Economy 
	Preparation and submission of preliminary macro-economic projections 
	State Chancellery
Ministry of Finance

	20 January
	Ministry of Finance
	Preparation of preliminary projections of the macro-fiscal framework in the context of the MTBF Concept document
	x

	20 January
	National Bureau of Statistics 
	Submission of preliminary data on main macroeconomic  and social indicators for the last year and updated data on the year before the previous one 
	Ministry of Economy

	25 January
	Ministry of Finance

Ministry of Labour, Social Protection and the Family

Ministry of Health
	Preparation of preliminary forecasts of internal and external resources, internal and external state debt, and payments for debt servicing and contributions made to international organisations 
	Ministry of Finance

National Bank of Moldova

	25 January
	Ministry of Finance

Ministry of Labour, Social Protection and the Family

Ministry of Health
	Analysis of fiscal policy and tax administration issues and setting of medium term objectives in these areas
	

	5 February
	Ministry of Economy
	Estimation of revenues from privatisation and sale of public assets 
	National Bank of Moldova

Ministry of Finance

	7 February
	Ministry of Economy
	Preparation, coordination and submission of projections on macroeconomic indicators for the current year and preliminary projections for the medium term
	Ministry of Finance

CNAS

CNAM

National Bank of Moldova  

	15 February
	Ministry of Finance 
	Preparation of preliminary resource estimates for the state budget and ATU budgets 
	x

	15 February
	CNAS together with Ministry of Labour, Social Protection and the Family
	Preparation of own resource projections for the state social insurance fund and their submission
	Ministry of Finance

	15 February
	CNAM together with Ministry of Health
	Preparation of own resource projections for the mandatory health insurance fund and their submission 
	Ministry of Finance

	20 February
	Ministry of Finance
	Synthesis of the general resource framework, including total public revenues and expenditures, budget deficit (surplus) and financing 
	x

	28 February
	Ministry of Finance 
	Submission and discussion of:

· objectives in the sphere of tax policy and tax administration;

· the general resource framework, including total public revenues and expenditures, budget deficit / surplus and financing sources
	MTBF Coordination Group 

	1 April
	Ministry of Finance
	Narrative description of the macro-fiscal framework and integration with the Document on MTBF projections 
	x

	1 June 
	Ministry of Economy
	Submission of adjusted macroeconomic forecasts 
	Ministry of Finance

Ministry of Labour, Social Protection and the Family

Ministry of Health

CNAS

CNAM

National Bank of Moldova

	25 July 
	ATU General Finance Divisions 
	Presentation of the synthesis of draft ATU budgets and medium term estimates
	Ministry of Finance

	1 August
	Ministry of Finance together with Ministry of Labour, Social Protection and the Family, and Ministry of Health
	Updating general resource framework
	x

	15 August
	Ministry of Finance
	Narrative description and integration  of the macro-fiscal framework within the budget documentation
	x

	20 August
	Ministry of Finance
	Submission and coordination of the adjusted macro-financial framework with relevant institutions and social partners 
	MTBF Coordination Group 

	
	
	
	


3.6 Expenditure ceilings

3.6.1 Definition 

Expenditure ceilings represent estimates of maximum allocations of resources in the medium term, as the basis for the preparation and prioritisation of policy initiatives in the framework of elaboration of sector expenditure strategies and budget proposals. These ceilings include resources to maintain current performance of public expenditure programs, and resources to finance the implementation of new policy initiatives in the medium term.

The expenditure ceilings are prepared for three consecutive years – ceiling for the next fiscal year and indicative ceilings for the subsequent two fiscal years. The ceilings for the first year form the basis for the preparation of annual budgets. The projected ceilings for the subsequent two years are informative and are subject to review within the following annual cycle of MTBF preparation. 

Depending on the stage for setting expenditure ceilings, the following can be distinguished:

· Preliminary ceilings – are prepared only on sector level at the initial stage of the annual budget cycle and used as the basis for the preparation of sector expenditure strategies.

· Updated ceilings – represent a review of preliminary ceilings resulting from updating the macro-fiscal framework and analysis of budget submissions from Central Public Authorities. Updated ceilings are subject to a further process of disaggregation.

Depending on the level of disaggregation, expenditure ceilings are presented by: (i) sectors, (ii) by components of the National Public Budget, and (iii) by Central Public Authorities funded from the State Budget and ceilings for transfers for ATUs. Ceilings per sector and per Central Public Authority reflect two categories: recurrent expenditure and capital investment.

The figure below shows the categories of expenditure ceilings and the schemes for their disaggregation. 


Figure 3.5
Types of expenditure ceilings


[image: image3]
3.6.2 Stages for the expenditure ceilings preparation

Usually the development of expenditure ceilings involves the following stages: 

1. Estimation of the general resource framework; 

2. Setting of the baseline for each sector; 

3. Determination of the amount of resources for new policy initiatives; 

4. Identification of expenditure priorities; 

5. Setting of expenditure ceilings by sectors; 

6. Breakdown of sector expenditure ceilings by type of budgets and establishment of inter-budgetary relations. Ceilings for the State Budget are presented by Central Public Authority and ceilings for transfers for ATUs; 
7. Distribution of expenditure ceilings for the State Budget per Central Public Authority and ceilings on transfers for ATUs; and
8. Approval of ceilings by the Government.

Stages 1 to 5 are applied for preparation of preliminary ceilings and for their adjustment. Stages 6 to 8 are applied only for development of adjusted expenditure ceilings in the context of developing the Document on MTBF forecasts and during the preparation of the annual budget.

Stage 1: Estimation of the general resource framework 

The medium term resource framework is estimated according to the procedure described in section 3.5. The projection of the total amount of discretionary expenditures is the basis for the preparation of expenditure ceilings by sectors, by types of budgets and by central public authorities funded from the state budget.

Stage 2: Setting of the baseline

The baseline represents an assessment of resources necessary for implementation of policies concerning existing recurrent expenditure programs (expenditures without capital investment), as well as capital investment projects which are being implemented. The baseline is calculated for each sector. The total baseline is equal to the baselines established for each sector.

The specifics of calculating the baseline for determining preliminary ceilings and its adjustment to establish updated ceilings are described in section 3.6.3. 

More details on the baseline concept and guidelines for its calculation are presented in Chapter 9.

Stage 3: Determination of the amount of additional resources for new policy initiatives
At this stage there exist a close relationship between the general resource framework and the baseline. The total amount of resources available to implement new policy initiatives and new capital investment projects is determined by subtracting from the total resource framework, calculated at stage 1, the total amount of the baselines for all the sectors determined at stage 2.

The following situations can be distinguished:
A. The baseline amounts more than the general resource framework, which means that all existing programs have full financial coverage and there is an amount of additional resources available for new policy priorities.

B. The baseline is amounts less than the overall general resource framework – this means that the available resources can not fully cover all existing programs and commitments and will involve some reduction or cancellation of non-priority expenditure.
The approach for each situation and procedures to establish expenditure ceilings are described in sections 3.6.3 and 3.6.4.
Expenditure having a cross-sectoral impact, such as wage increases and capital investment, will be analysed and estimated separately, though will be ultimately integrated in the respective sectors.
Stage 4:  Identification of expenditure priorities; 

At this stage existing programs and proposals for new policy initiatives will be analysed and expenditure priorities in each sector will be established, to which available resources will be allocated. The draft sector expenditure strategies shall serve as the basis for establishing priorities.
The method for conducting the analysis and the criteria for determining expenditure priorities for both the setting of preliminary ceilings as well as for updating of the ceilings is described in section 3.6.4.

Stage 5: Setting of expenditure ceilings by sectors
Expenditure ceilings by sectors are set by summing up the baseline for each sector with the amount of additional resources distributed between sectors in accordance with the priorities identified at stage 4.
If the baseline exceeds the available resource framework, the procedure to reduce the baseline as described in sections 3.6.3 and 3.6.4 will apply for establishing updated expenditure ceilings.

Stage 6: Breakdown of sector ceilings by type of budgets and estimation of inter-budgetary relations
This stage consists of breaking down sector expenditure ceilings by types of budget and estimation of inter-budgetary relations. This stage is applied only for the determination of updated expenditure ceilings.

Stage 7: Distribution of expenditure ceilings for the State Budget per Central Public Authority

Subsequently, expenditure ceilings are divided by Central Public Authority, financed from the State Budget, and ceilings set for transfers from the State Budget to ATUs. This stage is applied only for the determination of updated expenditure ceilings.

Stage 8: Approval of ceilings by the Government
Preliminary expenditure ceilings by sectors are prepared by the Ministry of Finance and are approved by the Prime Minister in the framework of the MTBF Concept document. Adjusted expenditure ceilings by sectors, by components of the National Public Budget and by Central Public Authorities are approved by the Government, and are included as annex in the Document on MTBF forecasts. After approval of the MTBF projections, these ceilings represent medium term budgetary allocations to be used by every central and local public authority as the basis for preparing detailed budget proposals.

Peculiarities of the preliminary estimates of expenditure ceilings and their updates are described in Sections 3.6.3 and 3.6.4.

3.6.3 Preliminary expenditure ceilings

Preliminary expenditure ceilings are established at the beginning of the process of MTBF elaboration and represent the initial resource framework for preparing sector expenditure strategies. The process for estimating preliminary ceilings follows the stages 1 to 5 as described in section 3.6.2.
Typically, expenditure ceilings consist of two elements: 

· The baseline which represents medium term costs of existing policies and programs under implementation;
· Costs of new policy initiatives (additions or reductions).
At the stage of setting preliminary expenditure ceilings, only the baseline is estimated and presented, and resources for new policy initiatives are estimated and included only in the updated expenditure ceilings. This is explained by the fact that information on new policy initiatives and their costs are presented as part of the draft sector expenditure strategies and also the distribution of resources for new policy initiatives can be undertaken only after a thorough analysis of proposals received from Central Public Authorities.
The baseline for each sector consists of two components which are estimated separately:

· The baseline for recurrent expenditures. This will be calculated by the line divisions of the Ministry of Finance and reflects future costs of current activities within the sector.

· The baseline for capital investment. This will be elaborated and presented by the basis of estimates made by the Department responsible for capital investment of the Ministry of Finance in collaboration with the General Public Debt Department, which provides information concerning investments projects funded from external sources. The elaboration of the baseline for capital investments comprises the following main activities: 

· Estimation of the total amount of expenditures planned for projects under implementation;

· Estimation of the total amount of expenditures planned for the implementation of projects that have not yet started, but have already been approved in the previous MTBF.

The baseline for capital investment reflects separately the expenditures financed from internal sources and from external sources (grants and loans).

In line with the budget calendar, line divisions of the Ministry of Finance shall prepare an analysis and estimate the baselines for recurrent expenditures for every sector. Simultaneously the Department responsible for capital investment of the Ministry of Finance shall provide information and proposals concerning capital investment, the Department responsible for the analysis and monitoring of staff expenditure and employment in the budget sector shall provide estimates of the expected financial impact of changes in employment and wages in the public sector, and the General Public Department shall presents information about state debt servicing.
The Table below presents the format for estimating the expenditure ceiling per sector to be included in the baseline, and which will be presented to the General Budget Synthesis Department within the established deadlines. 


Table 3.8
Estimation of expenditure ceiling per sector

	in million lei

	 
	Indicator
	Code
	FY
	FY+1
	FY+2
	FY+3

	
	
	
	Approved
	Estimates

	
	Sector A
	
	
	
	
	

	1
	Approved budget current fiscal year FY
	 
	 
	 
	 
	 

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	2
	Commitments approved in the MTBF of the previous year
	 
	 
	 
	 
	 

	 
	2.1 Factor 1 / Policy 1
	 
	 
	 
	 
	 

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	 
	2.2 Factor 2 / Policy 2
	 
	 
	 
	 
	 

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	3
	Factors in estimating / updating of the baseline
	
	
	
	
	

	
	3.1 Factor 1
	
	
	
	
	

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	
	3.2 Factor 2 
	
	
	
	
	

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	4
	Baseline estimate / update (preliminary expenditure ceiling) (1+2+3)
	 
	 
	 
	 
	 

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	5
	Efficiency savings
	 
	 
	 
	 
	 

	
	5.1 Factor 1
	
	
	
	
	

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	
	5.2 Factor 2 
	
	
	
	
	

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	6
	New policy priorities
	
	
	
	
	

	
	6.1 Policy 1
	
	
	
	
	

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	
	6.2 Policy 2 
	
	
	
	
	

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	7.a
	Adjusted expenditure ceiling (4+5+6)
	 
	 
	 
	 
	 

	 
	Recurrent expenditure
	 
	 
	 
	 
	 

	 
	Capital investments
	 
	 
	 
	 
	 

	7.b
	Adjusted expenditure ceiling (4+5+6)
	
	
	
	
	

	
	Funded from:
	
	
	
	
	

	
	General resources
	
	
	
	
	

	
	Own resources
	
	
	
	
	

	
	
	 
	 
	 
	 
	 


Abbreviations: FY – present fiscal year, FY+1- next year for which the new draft budget is prepared, FY+2 and FY+3 – next years ahead of the year the budget is prepared
Note:
1. Each public authority should use this format as a basis for his contribution. Following discussions in sectoral working groups the lead ministry leader in the sector will make a consolidation for the whole sector.

2. Indicators 1, 2, 3 and 4 are completed by the Ministry of Finance at the phase of presentation of preliminary expenditure ceilings. Public authorities can submit proposals for revision or amendment of these indicators by presenting a rigorous justification to the Ministry of Finance.

The stage of determining preliminary expenditure ceilings by the Ministry of Finance will result in information for indicators 1 to 4, which determine the baseline. Indicators 5 to 7 shall be completed in the phase of adjusting expenditure ceilings for new proposals as presented by the lead ministries in the draft sector expenditure strategies.

The basis of the estimation of the baseline (indicator 4) is the approved budget of the present year (indicator 1) adjusted for the financial implications of approved policies within the previous MTBF (indicator 2), taking into account other factors that may influence the amount of expenditure (indicator 3). These factors may reflect changes in macroeconomic indicators (inflation, wage adjustments), demographic developments (number of eligible beneficiaries) or other technical changes, not involving policy changes.
More detailed instructions on the concept and method to calculate baselines and an example for completing the required format for higher education is included in Chapter 9 of this Unified Set.
The General Budget Synthesis Department of the Ministry of Finance shall review the proposals and estimates of the baseline and, when necessary, may request additional clarification and justification.
Proposals for efficiency savings (indicator 5) and new policy priorities (indicator 6) are elaborated by the lead ministries in the process of developing draft sector strategies and are examined in the process of updating of the expenditure ceilings, as described in section 3.6.5.

Presentation format

Preliminary expenditure ceilings are established by sector and are divided into two major categories of expenditures:

· Recurrent expenditure;
· Capital investment.
In accordance with the calendar for elaboration of the MTBF and the State Budget Ministry of Finance shall issue preliminary expenditure ceilings, which as a rule shall be presented in the context of the MTBF circular. The table below provides a format for the presentation of preliminary expenditure ceilings.

Table 3.9
Format for presenting preliminary expenditures ceilings

	in million lei

	
	Code
	FY
	FY+1
	FY+2
	FY+3

	
	
	Approved
	Estimates

	Sector A
	
	
	
	
	

	Expenditure ceiling, total
	
	
	
	
	

	  Current expenditures
	
	
	
	
	

	  Capital investment
	
	
	
	
	

	
	
	
	
	
	

	Sector B
	
	
	
	
	

	Expenditure ceiling, total
	
	
	
	
	

	  Current expenditures
	
	
	
	
	

	  Capital investment
	
	
	
	
	

	...
	
	
	
	
	

	
	
	
	
	
	


Note: FY – present fiscal year, FY+1- next year for which the new draft budget is prepared, FY+2 and FY+3 – next years ahead of the year the budget is prepared
The procedure for estimating the baseline in case of insufficient resources

In the situation when the total volume of the baseline exceeds the available resource framework the following procedure will be applied:
(1) The Ministry of Finance will estimate an indicative rate of reduction of expenditure included in the baseline. Also the Ministry of Finance in coordination with the Government could decide to reduce costs for certain specific programs.
(2) Through the MTBF circular, the Ministry of Finance shall inform the Central Public Authorities about the need to reduce the sector baselines and shall require from the Central Public Authorities to identify and provide measures to reduce baseline.
(3) Lead Ministries together with the other Central Public Authorities belonging to the respective sector shall in the process of developing sector expenditure strategies analyse sectoral programs and existing spending commitments and will submit proposals for reducing the sector baseline according to the format of table 3.9. The proposals will include both measures for the efficient use of existing resources (column 5) and new policy measures (column 6), leading to a reduction of sector expenditure (complete cancellation or restructuring of programs, sub-programs or activities, reducing the contingent of beneficiaries, etc.).
(4) The Ministry of Finance will examine the proposals of the Central Public Authorities and shall establish updated expenditure ceilings according to the procedure as described in Section 3.6.4.
3.6.4 Updating of expenditure ceilings

The process of updating expenditure ceilings for this stage is described in section 3.6.2. The basis for updating expenditure ceilings is:

· Updated projections of the macroeconomic indicators and resource framework;

· Proposals for expenditure priorities presented in the draft sector expenditure strategies.

Updating of the medium term macro-fiscal framework is done in accordance with the procedure described in section 3.5.

Updating of expenditure ceilings per sector involves updating of the baseline, as well as identification of efficiency measures and determination of the resources for new policy priorities. The proposals of Central Public Authorities, as included in Table 3.8, which presents the format for estimation of expenditure ceilings, shall be a component of the format for presenting draft sector expenditure strategies. Therefore, Central Public Authorities shall include in the format of table 3.8 their proposals concerning:

· updating of the baseline estimates (indicators 1 to 4); 

· savings from more efficient use of resources (indicator 5); and

· new policy initiatives at the sector level,  which may lead to increasing and/or reduction of expenditure (indicator 6).

Central Public Authorities may also submit proposals for redistribution of existing resources and/or expected savings within expenditure programs, sub-programs and activities. 

Along with adjustments to the initially estimated baseline, the lead ministry and/or the Central Public Authority shall present proposals and estimates of efficiency savings to be realised within existing expenditure programs.
The Box below describes briefly the concept of this approach.


Box 3.4
Efficiency savings  
	Savings resulting from increasing the efficiency of resources reflect the concept that the same volume of public services can be provided at a lower cost due the technological progress and a better resource management. The concept of efficiency savings is only relevant for the provision of public services and thus is estimated without the current expenditures for social payments and other transfers. As these costs are subtracted from the total volume of existing expenditure, a certain level of savings (usually between 2% and 5% per year) is assumed that can be applied for the residual recurrent expenditure. The level of efficiency savings can vary between sectors reflecting the differences of relative efficiency of public services.


Another element considered in the estimation of updated expenditure ceilings are proposals of the lead ministry and / or the CPA concerning the new policy priorities presented and justified in the draft sector strategies. New policy measures may involve both additional resources as well as may lead to reduction if existing budgets in case of insufficient resources.
The proposals made within the framework of the sector expenditure strategies related to recurrent expenditure are examined in detail by the line divisions of the Ministry of Finance, while the department responsible for public investments shall examine proposals regarding capital investments. The analysis undertaken by the Ministry of Finance must include the following:
· Identifying and estimating new commitments for expenditure announced by the Government, but which were not included in the expenditure ceiling.

· Analysis of proposals and initiatives of new expenditure which are proposed by the sectors in the draft sector expenditure strategies in terms of quality and opportunity for their financial overage as well as their prioritisation in accordance with the policy priorities identified in the Document on policy priorities in the medium term and the Document on the MTBF Concept; 

· Analysis of the implications of policy proposals from the perspective of the components of the National Public Budget – State Budget, Administrative Territorial Unit’s Budgets, State Social Insurance Fund Budget and Mandatory Health Insurance Fund Budget, and the relations between these components.

Justified proposals regarding the updated expenditure ceilings, both for recurrent expenditure as well as for capital investments are submitted to the General Budget Synthesis Department for consolidation. 

After updating of the resource framework and consolidation of proposals concerning expenditure priorities, the Ministry of Finance shall organise a discussion in the framework of the working group responsible for expenditure policy and priorities, and ultimately in the framework of the MTBF Coordination Group.

At the stage of elaboration and submission of proposals of Central Public Authorities, and at the stage of their discussion within the working group, the proposals are subject to a comprehensive process of prioritisation based on well-determined criteria. The box below describes briefly the main prioritisation criteria.

Box 3.5
Prioritisation criteria  
	The prioritisation process involves two main activities:

· Analysis of budgetary constraints, assessment of costs of proposals and possibilities to reallocate the resources to areas with higher priorities. 

· Limiting and ordering expenditure proposals and activities in order of importance on the basis of analysis of applying the following criteria: 

· Mandatory expenditures: like debt servicing, indexation (of salaries, social payments, pensions) transfers to other national public budget components that cannot be reduced.

· Direct impact on policy priorities: those spending programmes and activities that contribute to achieving the policy priorities as indicated in the MTBF Concept document and the Central Public Authority’s objectives in the most direct way. Does the proposal duplicate other initiatives or activities? Are linkages with other initiatives or activities identified?

· Time period: those spending programmes and activities that can solve a problem in the shortest time and with a lasting impact should have a higher priority.

· Cost effectiveness: those spending programmes and activities that can achieve the objectives with the lowest levels of expenditures should have a higher priority.

· Implementation capacity: the capacity of a CPA and its subdivisions and budget spending units that will implement the proposal must be an important factor within the prioritisation process. 

· Funding requirements: some activities may have higher funding requirements even if they are lower priority. For example, the construction of new roads may have a lower priority than rehabilitation of existing roads.

· Phasing of investments: A less preferable, but still used, method is to give preference to capital expenditures for projects which have already started or to lengthen the implementation period over a longer period than initially foreseen

· Additional (co)financing methods: some activities can be financed using alternative financing sources as compared with budget resources. 


Following discussions within the working group and decision-making on approved changes, the Ministry of Finance together with the lead ministries shall establish updated expenditure ceilings by sectors, subsequently subjected to the process of disaggregation per type of budget and per CPA financed from the State Budget.
Breakdown of expenditure ceilings

Updated expenditure ceilings by sectors are broken down by components of the National Public Budget. In order to do this, the line divisions of the Ministry of Finance shall analyse the impact of the policy proposals with respect to inter-budgetary relations, and together with the General Budget Synthesis Department shall estimate the expenditure ceiling for each component separately.
The division responsible for the budgets of administrative territorial units together with the line divisions of the Ministry of Finance shall estimate the amount of transfers for the ATU budgets.

On the basis of information about the projections for SSIF and MHIF and expenditure programs funded from resources of the State Budget through the line divisions responsible for financing of health care and social assistance of the Ministry of Finance, shall estimate the amount of transfers for these budgets respectively.

Subsequently the estimation of inter-budgetary transfers and the analysis by the General Budget Synthesis Department of the Ministry of Finance is done in the context of the overall resource framework and expenditures of the National Public Budget.

The table below provides a format for presenting the breakdown of sector expenditure by components of the National Public Budget.


Table 3.10
Updated expenditure ceilings by sector and types of budget
	in million lei

	
	Code
	FY
	FY+1
	Y+2
	Y+3

	
	
	Approved
	Estimates

	Sector A
	
	
	
	
	

	Expenditure ceiling, total
	
	
	
	
	

	 Current expenditures
	
	
	
	
	

	 Capital investment
	
	
	
	
	

	1.1 State Budget
	
	
	
	
	

	     Current expenditures
	
	
	
	
	

	     Capital investment
	
	
	
	
	

	1.2 ATU Budgets
	
	
	
	
	

	     Current expenditures
	
	
	
	
	

	     Capital investment
	
	
	
	
	

	1.3 State Social Insurance Fund Budget
	
	
	
	
	

	     Current expenditures
	
	
	
	
	

	     Capital investment
	
	
	
	
	

	1.4 Mandatory Health Insurance Fund Budget
	
	
	
	
	

	     Current expenditures
	
	
	
	
	

	     Capital investment
	
	
	
	
	

	Sector B
	
	
	
	
	

	…
	
	
	
	
	

	…
	
	
	
	
	

	…
	
	
	
	
	

	Sector C
	
	
	
	
	

	…
	
	
	
	
	

	…
	
	
	
	
	

	
	
	
	
	
	


Note: FY – present fiscal year, FY+1- next year for which the new draft budget is prepared, FY+2 and FY+3 – next years ahead of the year the budget is prepared
After the breakdown of the expenditure ceilings by components of the National Public Budget, the expenditure ceilings for the State Budget are further broken down in ceilings by Central Public Authorities financed from the State Budget, as well as ceilings on transfers to ATUs.
At this stage, the Ministry of Finance together with the lead ministry shall distribute sector expenditure ceilings to the Central Public Authorities, taking into consideration specific factors for each Central Public Authority. The format for presenting expenditure ceilings by Central Public Authority is presented in the Table below.

Table 3.11
Expenditure ceilings by Central Public Authorities, in million Lei
	in million lei

	Indicator
	Code
	FY
	FY+1
	FY+2
	FY+3

	
	
	Approved
	Estimates

	
	
	Total
	Incl.
	Total
	Incl.
	Total
	Incl.
	Total
	Incl.

	
	
	
	General resources
	Own resources
	
	General resources
	Own resources
	
	General resources
	Own resources
	
	General resources
	Own resources

	Central Public Authority A
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sector
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Current expenditure
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Capital investment
	
	
	
	
	
	
	
	
	
	
	
	
	

	Central Public Authority B
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sector
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Current expenditure
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Capital investment
	
	
	
	
	
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY+1- next year for which the new draft budget is prepared, FY+2 and FY+3 – next years ahead of the year the budget is prepared
3.6.5 Deadlines and responsibilities

The Ministry of Finance is responsible for:

· estimation of the baseline;

· issuance of preliminary expenditure ceilings; 

· examination and analysis of proposals made by Central Public Authorities regarding the adjustment of the baseline and new policy initiatives; 

· organisation of discussions within the working group responsible for policies and priorities of public expenditures;

· updating of the overall resource framework and setting sectors expenditure ceilings; 

· coordination of the break down of expenditure ceilings by components of the National Public Budget and by Central Public Authorities.

Lead ministries in consultation with the sector working groups are responsible for:

· preparing and timely submitting draft sector expenditure strategies, including justified proposals to adjust the preliminary expenditure ceilings;

· providing additional justification and argumentation at the request of the line divisions of the Ministry of Finance and during the discussions within the working groups;

· organising also discussions on the proposals within sector working groups;

· adjusting the sector expenditure strategies in line with the final expenditure ceilings;

· the break down of sector expenditure ceilings by Central Public Authorities financed from the State Budget. This activity should be undertaken with the support of the working group and in coordination with the Ministry of Finance, and in particular the line divisions.

The State Chancellery is involved in this exercise to insure that the additional expenditure priorities are in alignment with the national policy priorities.
The Government approves the updated expenditure ceilings in the context of the Document on MTBF forecasts.

Activities, deadlines and responsible institution are summarized in the table below. 


Table 3.12
Preparation of MTBF expenditure ceilings – Deadlines and responsibilities

	Deadline
	Responsible institution
	Activity 
	Receiving institution

	Preliminary expenditure ceilings
	

	25 January 
	Ministry of Finance in consultation with CPAs 
	Analyse and estimate the baselines by sectors for:
· recurrent expenditure

· capital investment expenditure
	x

	25 January
	Ministry of Finance in consultation with the Ministry of Labour, Social Protection and the Family
	Elaborate of estimates the financial impact of the employment and wage bill policy in the budget sector
	x

	25 January
	Ministry of Finance
	Elaborates estimates for debt servicing and contributions to international organisations 
	x

	31 January
	Ministry of Finance
	Discusses the proposals for the baselines
	

	5 February 
	Ministry of Finance
	Finalises the preliminary expenditure ceilings and issues them
	Lead Ministry

	Revised expenditure ceilings
	

	25 February 
	Lead Ministry
	Prepares and submit draft sector expenditure strategies including proposals for adjustment of the baseline and new policy initiatives in the sector for both recurrent expenditure and capital investments
	Ministry of Finance

	25 February
	Ministry of Finance
	Adjusts the general resource framework and estimate the available resources for new policies
	x

	15 March
	Working Group for Expenditure Policies and Priorities 


	Discuss proposals for adjustment of preliminary expenditure ceilings from the baseline perspective, and proposals to allocate funds for new priorities, including capital investment
	Ministry of Finance

	20 March
	Ministry of Finance in consultation with the Lead Ministry
	Adjusts expenditure ceilings for sectors and break them down by components of the National Public Budget 
Provides a breakdown of adjusted sector expenditure ceilings from the State Budget by central public authorities and transfers to the State Budget
	Central and Local Public Authorities

	20 April
	Ministry of Finance
	Submits adjusted expenditure ceilings for approval to the Government in the context of the Document on MTBF forecasts
	Government

	1 May 
	Ministry of Finance
	Issues adjusted expenditure ceilings in the context of the annual budget circular 
	Central Public Authorities

	
	
	
	


3.7 Sector Expenditure Strategies  

3.7.1 Definition

Sector expenditure strategies represent one of the MTBF elements which relate to the objective of aligning policy priorities with resource allocation. They are focussed to identify spending priorities at the sector level and analyse their implications for resource allocation within the sectors in the medium term.
The preparation of sector expenditure strategies has three main objectives: (i) to ensure the link between policy priorities and public expenditures allocated to the sector; (ii) to identify measures to improve program efficiency and effectiveness redirecting the resources to programs with higher priority; (iii) to assess the financial impact of new spending proposals and to prioritize them within the limit of available resources. 

3.7.2 Main characteristics
Sector expenditure strategies are prepared by sectors. The notion of a sector contains a totality of institutions (irrespective of the administrative subordination), programs or specific activities, which have common goals. In the context of MTBF, sectors correspond with the main groups according to the functional classification of budget expenditure.

Every year the MTBF Coordination group, based on the proposals of the Ministry of Finance, determines the list of sectors for which sector expenditure strategies should be prepared. In order to facilitate the elaboration and coordination of strategies with other institutions, which manage resources in the respective sectors, the lead Central Public Authority shall institute an inter-ministerial working group for the sector. Annex 3.A presents the terms of references for the activities of the sector working groups, as well as provides recommendations for their composition.

Preparation of sector expenditure strategies reflects an integrated approach for expenditure planning including: (i) current and capital expenditures, (ii) overall public financial resources – State Budget, Administrative Territorial Units Budgets, State Social Insurance Budget and Mandatory Health Insurance Fund, (iii) internal and external resources.

Every year, the sector expenditure strategies are reviewed, adjusted and rolled forward with one year to keep the three year perspective for budget planning.

The sector expenditure strategies are used to determine expenditure ceilings, and usually are annexed to the Document on MTBF forecasts. Subsequently they serve as support for public authorities in developing and justifying their detailed budget proposals, and serve as part of the budget documentation of the sector.

Once the macro-fiscal framework is updated as part of the annual budget preparation process, sector expenditure strategies are adjusted and included in the budget documentation.

Detailed instructions and the methodology for preparing sector expenditure strategies and the format for submission are presented in Chapter 11. Guidelines on (i) setting goals and objectives; (ii) program identification and selection; (3) determination of performance indicators for programs and/or sub-programs are included in the methodology for program budget preparation as described in Chapter 12 of this Unified Set. 

3.7.3 Deadlines and responsibilities

Conform the budget calendar, the Ministry of Finance shall issue the MTBF circular to Central Public Authorities. The format and structure of this circular has been described in section 3.4.

The responsibility for the preparation of sector expenditure strategies lies with the lead ministries - specialised central public authorities, responsible for policy making in their respective domains. Chapter 13 describes a framework regulation – for the organisation of activities for the elaboration of sector expenditures strategies and the draft budget.

Draft sector expenditure strategies shall be endorsed by the State Chancellery from the perspective of alignment with strategic policy priorities as included in the Document on policy priorities in the medium term and other national strategic documents approved by the Government. Comments of the State Chancellery shall be submit to the Central Public Authority responsible for the elaboration of the sector expenditure strategy, and provide a copy to the Ministry of Finance.
The  Ministry of Finance shall examine the draft sector expenditure strategies on the basis of the following aspects: 

· Compliance with preliminary expenditures ceilings;

· Accuracy and correctness of cost estimates;

· Implications on the current volume and structure of expenditure;

· Efficiency and effectiveness of existing programs;

· Financial impact of new policy initiatives;
· Relevance of the established performance indicators.

Also the comments of the State Chancellery will be analysed and verified with respect to the requirements provided in the comments. 
Lead ministries in consultation with the working groups shall finalise the sector expenditure strategies in line with the updated expenditure ceilings and submit them to the Ministry of Finance.

Activities, deadlines and responsible institutions are summarized in the Table below. 


Table 3.13
Preparation of sector expenditure strategies – Deadlines and responsibilities
	Deadline
	Responsible institution
	Activity
	Receiving institution 

	5 February
	Ministry of Finance
	Issues the MTBF Circular 
	Lead Ministry

	5 February
	Lead Ministry
	Submits the analysis of the implementation of sector expenditure strategies from the previous MTBF 
	Ministry of Finance

State Chancellery

	25  February
	Lead Ministry
	Prepare /adjust the sector ceilings in accordance with the requirements set by the Ministry of Finance
	Ministry of Finance

State Chancellery

	5 March 
	State Chancellery
	Examines and agrees on the sector expenditure strategies  from the perspective of aligning the sector policy priorities to national ones
	Lead Ministry
Ministry of Finance

	5 March 
	Ministry of Finance 
	Examines the drafts of sector expenditure strategies based on the financial costs and their justification
	Lead Ministry

	10 March
	Sector working groups 


	Discuss the draft sector expenditure strategies, analyse the comments of the State Chancellery and Ministry of Finance and decide on adjusting sector expenditure strategies
	x

	20 March
	Ministry of Finance in consultation with the lead ministry
	Submits the updated sector ceilings and informs about the accepted proposals to change the preliminary ceilings
	Specialised central public authorities

	31 March
	Lead Ministry
	Adjust sector expenditure strategies, taking into consideration
comments made by the Ministry of Finance and State Chancellery and align them with the updated expenditure ceilings
	Ministry of Finance

	
	
	
	


3.8 Specific features of planning capital investments

Medium term budget planning foresees a comprehensive approach towards public expenditure, including both current expenditure and capital investment.  

Specific features of the capital investment project cycle (preparation, approval and implementation) require special procedures for planning and management of investment projects.

Figure 3.6 reflects the stages of the capital investment project cycle. The first four stages represent the phase of project preparation and elaboration and the last two stages constitute project implementation.


Figure 3.6
Stages in planning and implementation of capital investments projects  


[image: image4]
The box below describes briefly each stage.


Box 3.6
The capital investment project cycle
	1. Project Identification

The starting point involves the identification of appropriate project ideas to address a recognised problem.  Non-engineering solutions should not be ignored (e.g. traffic management measures to control congestion rather than new road construction). Project ideas originate in a variety of ways. Sector strategies, stakeholder consultation and problem analysis are examples. The final output of this stage is the selection of a project idea.  A rigorous screening process to verify a project’s suitability for further development can be an effective way of raising the quality of the investment programme early on and avoiding wasteful expenditure on preparation of poor projects. Screening may identify a requirement for a pre-feasibility study for larger or more complex projects to examine whether it is likely to be worthwhile making significant expenditures on project preparation (including feasibility studies). The identification stage is the best (and sometimes the only time) to kill off bad projects. 

	2. Project Preparation

A detailed design of the project is carefully worked out and tested through feasibility studies (economic, financial, and technical/​engineering) and impact assessments (environmental & social).  Sometimes for large or complex projects a preliminary design is tested before a decision is made to go to detailed design. For economic feasibility studies, demand is estimated and benefits, as well as costs, are assessed and quantified in a cost-benefit analysis.  Where possible, costs and benefits for which the market does not provide a satisfactory measure of economic value should also be estimated (e.g., time savings to users of road improvement projects). It is very important to analyse different project alternatives and design options during project preparation.

	3. Project Appraisal

Appraisal involves a rigorous assessment of the viability and sustainability of the project and, if necessary, adjustment.  The purpose of appraisal is to ensure that projects are not adopted without first having an answer to the questions:

· Are there better ways to achieve the intended objective?

· Are there better uses for these resources?

These questions should be answered on the basis of the studies carried out during project preparation.

The economic and financial viability and the sustainability of the project are assessed from the results of feasibility studies.  Environmental and social impacts are assessed. For the sake of objectivity, the appraisal decision should not be made by the same people responsible for project preparation.  Risks affecting project success are assessed and underlying assumptions verified. A positive appraisal decision is a necessary, but not sufficient condition for funding.

	4. Financing Decision

The project is approved for funding as part of a ministry’s budget submission and funds are allocated to it through the budget process (or by agreement with a donor or international funding institution).  This is the only way a financing decision can and should be made and is where the project cycle and budget cycle must coincide. A financing decision requires a positive appraisal decision, but will also be based on other factors, such as the overall availability of resources, funding requirements for ongoing projects, and the project’s priority in relation to government policy priorities. Large and complex projects will need a financing decision (based on a pre-feasibility study) to commence preparation.  Feasibility study costs will need to be included in the budget. Funding for projects implemented over more than one fiscal year should be included in the relevant annual budget and the next two year forward estimates. A financing decision must be based on a realistic financing and implementation plan indicating forward funding requirements.

	5. Implementation, monitoring and accounting

This stage begins with preparation of tender documents, tendering and contracting. Agreed resources are then used to carry out project activities and deliver the planned project outputs (leading in turn to the achievement of the project’s wider aims) Information is gathered on the progress of project activities and physical implementation of outputs (monitoring) and information is provided to the Treasury on the financial implementation of the project (accounting). Periodic checks on the project are made to assess progress and enable adjustments to changing circumstances.

	6. Evaluation and Audit

After project completion (but sometimes mid-term), the results of the project are assessed.  Information on the project is tested against financial rules and value for money criteria.  Ex post, a project’s efficiency, effectiveness, impact and sustainability are assessed and compared to ex ante assessments. Lessons should then be incorporated into the decision-making process.  Conclusions and recommendations arising from evaluation and audit should be taken into account when designing and implementing other similar projects in the future.


Capital investment planning for MTBF involves the following steps: 

1. Step I: Identification of the general ceiling for capital investment expenditures. It represents a maximum amount limit for overall public expenditures planned for capital investments. 

2. Step II: Analysis and evaluation of the existing portfolio of capital investment projects, identifying the amount of resources necessary for finalising projects under implementation.  

3. Step III: Identification of priority capital investment projects for which resources will be allocated. 

4. Step IV: Distribution of available resources for investment in each sector in accordance with selected priorities for projects. 
Step I: On the basis of the estimate of the general resource framework, the potential level of public expenditure which will be targeted for capital expenditure shall be determined. As a rule, the basis for deciding on future targets shall reflect the projected level of public expenditures for capital investments as share of GDP. The baseline for these expenditures is elaborated during the phase of the Document on the MTBF concept and revised during the process of the Document on MTBF forecasts.

Step II: This step embodies an analysis of the existing portfolio of capital investments and estimation of the necessary resources for finalisation of existing projects. The analytical information will be presented in the form of a technical note as follows:

· Narrative description, which must present:

· A summary description of the main conclusions on recent trends of expenditures on capital investments (expressed as % of GDP, in the National Public Budget, the State Budget, structure by sectors); 
· The total number of existing projects and their grouping depending on the degree of finalisation;

· The total cost of these projects and the amount of resources necessary for their finalization;

· Existing problems in the area of managing capital investment projects and recommendations for improvement.
· Analytical tables, which present numerical information and reflect the conclusions drawn in the narrative part. The department responsible for capital investment within the Ministry of Finance shall determine different analytical tables depending on the information requirements. Nevertheless, aggregated information on the portfolio of capital investment projects and of medium term expenditure proposals is presented in the format of the following table.

Table 3.14
Analysis of the capital investment project portfolio

	in million Lei

	 

 
	Code
	Starting date of the project
	Total cost of the project
	Total  expenditure till 1.1 of the current year
	Budget approved for the current fiscal year (FY)
	Total  expenditure till 31.12 of the current year
	Y+1
	Y+2
	Y+3

	
	
	
	
	
	
	
	Estimates

	 
	 
	1
	2
	3
	4
	5 (=2-3-4)
	6
	7
	8

	Sector A
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Project I
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Project II
	
	
	
	
	
	
	
	
	

	…
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Sector B
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Project I
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Project II
	
	
	
	
	
	
	
	
	

	 …
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	
	
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY+1 - next year for which the new budget is developed, FY+2 and FY+3 - years which follow the year for which the budget is elaborated 

Basic requirements for making the analysis and projections of capital investments in the context of the MTBF are described in Annex 3.B. 

Step III: In this step a summary of policy objectives is developed and priorities for capital investment are determined. To this end, the Ministry of Economy in cooperation with the Ministry of Finance and in consultation with the respective working groups, shall analyse the proposals of Central Public Authorities as presented in the sector expenditure strategies and shall identify capital investment priorities by applying the prioritisation criteria as described in section 3.6.4.

When public authorities are submitting new proposals for capital investment they must provide argumentation providing additional information for each new capital investment project. The box below refers to the main aspects that must be described to justify a new project. These issues shall be analysed during the process of review of the capital investment proposals and shall facilitate decision making.

Box 3.7
Justification of new capital investment proposals

	General information
	· Project name

· Brief description

· Location 

· Current stage of the project (identification, feasibility, format, tender, implementation, etc)
· Why is the project necessary (short description of the situation)?

· Which are the indicators showing the need for the infrastructure, if applicable?

· Why this location was chosen (if it is necessary)

	Project assessment 
	· Existence of a feasibility study or cost-benefit analysis

· Projections for the multi-annual costs 

· Implementation plan 

	Budget considerations
	· Was the project previously presented to the Ministry of Finance? Why was it rejected?

· Were permanent operational and maintenance costs for the new capital investment projects previously analysed?

· What is the impact, if any, on other Government sectors and were they consulted?

· Does this type of capital investments generate permanent revenues for the users?

· Do donor resources exist?

· Does the finalisation schedule exceed the MTBF period?


Step IV: This step comprises the distribution of general resource ceilings for capital investment by sector / capital investment project. Both in the framework of the MTBF and during the formulation of the annual budget, expenditures for capital investments can be broken down by:

· Expenditures for the preparation of projects prior to approval; and 

· Expenditures for the implementation of capital investment projects.

In the process of allocating resources for capital investment in the context of MTBF three main principles are applied:

· Allocation of resources mostly for the finalisation of projects under implementation and focusing of resources to those projects with a high finalisation level;

· New investment proposals must be prioritised corresponding with Government policy priorities identified in the strategic planning documents;
· Expenditure for the preparation of new capital investment projects shall be allocated in the budget, only if they have been subject to analysis in the framework of the phase of preliminary selection of capital investment projects;

· New capital investment projects may be proposed to be included in the budget of the next year if they have gone through the first three stages of the capital investment project cycle as discussed above.

Responsibilities

The Ministry of Finance, specifically the General Budget synthesis Department, assesses the general ceiling for capital investment, which reflects the projected level of public expenditure for capital investments as share of GDP. The target volume for capital investment for the following years usually is set in the Document on the MTBF concept relying on the preliminary macro-fiscal framework.

The department responsible for capital investment within the Ministry of Finance in cooperation with the respective working group is responsible for the analysis and assessment of the ongoing capital investment portfolio as well as the presentation of medium term expenditures estimates. The analysis is done based on Central Public Authorities proposals that are part of sector expenditures strategies and will comprise projects financed from internal and external sources. In order to do this analysis the department responsible for capital investment within the Ministry of Finance cooperates with the General Public Debt Department which has information about externally financed investment projects as well as with the line divisions. 

Based on the undertaken analysis, the Ministry of Economy in cooperation with the Ministry of Finance and in consultation with the respective working group shall set the policy priorities for public investments, and identify the priority sectors/and or projects to allocate supplementary resources for capital investment. 

The department responsible for capital investment within the Ministry of Finance submits to the General Budget Synthesis Department the analysis of the existing portfolio of capital projects and proposes the distribution of additional estimated resources between sectors in accordance with the public investment policy priorities.
The results of the undertaken analysis, public investment priorities and the proposals for resource allocation are usually discussed within the working group responsible for public capital investment. These discussions are held between the State Chancellery, Ministry of Finance, other public authorities, non-government organisations, as well as donor organisations. Subsequently these are submitted to the MTBF Coordination group for consultation and decision making.

Specialised central public authorities are responsible for updating the capital investment portfolio at sector level with regard to priorities selected in the area of capital investments. These must be reflected in the sector expenditures strategies.  The assessment of the new proposals for capital expenditures is undertaken by the department responsible for capital investment within the Ministry of Finance.

3.9 Estimation of interbudgetary relations between the state budget and ATU budgets 

During the process of breaking down the sector expenditure ceilings per type of budget, the Ministry of Finance prepares the estimates of the interbudgetary relations between the state budget and ATU budgets. To this end, the Ministry of Finance estimates the resource framework and expenditures as well as sources to finance the budget deficit for every level II ATU and in total, for the next fiscal year and following two years. On the basis of these revenue and expenditure estimates in the ATU budgets, the Ministry of Finance determines the amount of transfers from the State Budget to level II ATU budgets for the next fiscal year and following two years.
The projections of the resource framework are made by the department responsible for analysis of revenues of the Ministry of Finance, on the basis of the analysis and estimation of the tax base of every level II ATU, separately by types of taxes, fees and other receipts and inflows to these budgets. The estimations will be based on: 

· provisions of the budgetary and fiscal legislation and specific peculiarities for the next fiscal year and following two years;
· dynamics of revenues collected in the ATUs for two years, course of revenue collection during the reporting year and expectations for that year;
· transfers from general state revenues to ATU budgets;
· other data and relevant information.
Based on the prepared forecasts the synthesis of the resource framework of budgets for every ATU and for all resources is prepared (except for transfers from the State Budget).
Expenditures of ATU budgets, which are considered while establishing the inter-budgetary relations between the State Budget and level II ATU budgets, and in accordance with the competences provided by the legislation, represent the maximum expenditure c for every unit of beneficiaries that may be funded from the State Budget.

The estimation of expenditures in ATU budgets is done on the basis of average yearly expenditures for every unit of beneficiaries by categories of expenditures 
 in the framework of functional groups of budget expenditure (including by sector of expenditures). If certain ATUs incur some specific expenditure, in line with the legislation, one may apply coefficients for correcting these average expenditures.
Expenditures in the ATU budgets by sectors are estimated by the line divisions of the Ministry of Finance in accordance with legal norms and regulations for sector policies, and based on the norms expected per beneficiary for every category of expenditure.
Expenditure categories for which average expenditures will be calculated are updated annually based on proposals of the line divisions of the Ministry of Finance at the beginning of every budget cycle.
The calculation of average expenditures per citizen of ATUs is done for every fiscal year separately as presented in the Table below.

Table 3.15
Estimation of average expenditure per capita of ATUs
	
	
	Codes

	Sector
	
	 

	Main group
	
	 

	Function group
	
	 

	Function sub-group
	
	 

	Year
	
	 


	Category of expenditures
	Previous number of beneficiaries
	Updated number of beneficiaries
	Previous expenditures (mil. lei)
	Average expenditures per beneficiary  (mil. lei)
	Factors contributing to decreasing / increasing of expenditures, mil. lei
	Average recalculated expenditure per beneficiary, mil. lei
	Average recalculated expenditure, mil. lei

	
	
	
	
	
	1
	2
	…
	20
	
	

	
	
	
	
	
	Average expenditure per beneficiary  
	Total expenditures
	Average expenditure per beneficiary  
	Total expenditure
	
	Average expenditure per beneficiary  
	Total expenditure
	
	

	1
	2
	3
	4
	5=4/2
	6=7/3
	7
	8=9/3
	10
	 
	11=12/3
	12
	13=5+6+8+…+11
	14=3*13


The table includes the number of beneficiaries when calculating the average expenditures, which as a rule represent the number of citizen as of 1 January of the year prior to the estimated one based on the data of the National Bureau of Statistics. For some categories of expenditures, subject to their particularities there may be other beneficiaries (for instance, in education, beneficiaries may be the number of children by categories of age, number of pupils in the classroom, etc., as well as staff from local public administration). The sources for collection of the information on the number of specific beneficiaries are the reports and if required planned indicators. 

Based on the total expenditures of the respective category included in the previous MTBF (column 4), previous average expenditures are estimated (column 5), by dividing these with the updated number of beneficiaries (column 2). As a result, the average expenditures are used to calculate the average expenditures proposed for these years.

The line divisions of the Ministry of Finance shall estimate the factors that contribute to an increase/decrease of average expenditures for each category of expenditures, expressed in absolute amounts (columns 7, 10,…12) and in average amounts per beneficiary (columns 6, 8, …11). Added to the previous average expenditure per beneficiary one obtains the average recalculated expenditure per beneficiary (column 13). Respectively by adding the total expenditure per expenditure factor preceding the estimation of total expenditure for the respective category (column 14).
On the basis of the recalculated average expenditure per beneficiary and the updated number of beneficiaries in each territory, the line divisions of the Ministry of Finance will determine the total expenditures, recalculated for each category of expenditure. These are obtained by summing up the expenditures of each respective category estimated in the MTBF of the previous year taking into account all factors which are projected to increase / decrease expenditure. Along with the expenditure estimates, which are based on the average expenditure per beneficiary, the absolute expenditures
 will be included in a separate column. 
At the same time the line divisions of the Ministry of Finance shall estimate for each ATU the expenditure that are not influenced by the average amount by beneficiary and which shall represent the absolute amount of expenditures. 

Transfers from the Regional Support Fund of the State Budget 

Transfers from the Regional Support Fund of the State Budget are calculated based on a formula on the basis of the formula included in the Law on Local Public Finance. The calculations take into account such indicators as population size of each ATU, revenue and expenditures to be provided to a resident of the respective territory.
For establishing inter-budgetary relations other practices resulting from reforms in the field can also be applied. In addition, in determining transfers from the State Budget to support the territories some specific moments are taken into consideration. For example, an ATU shares revenue, expressed per citizen, when it exceeds the average expenditure per capita by 20%, and transfers to the fund for financial support of ATUs the sum of revenues which exceed 20% of the minimum expenditure requirements of the respective ATU.

The same procedure and method of calculation is applied also for estimating the inter-budgetary relations between level II ATUs and level I ATUs, and for establishing the amount of transfers from level II ATUs budgets to level I ATU budgets.
3.10 Document on MTBF forecasts

3.10.1 Elaboration of the Document on MTBF forecasts

The Document on MTBF forecasts is a document, which includes major decisions taken by the Government with regard to new policy priorities, the resource framework in the medium-term and expenditure ceilings for the elaboration of annual budgets.

The draft document shall be prepared by the Ministry of Finance, in consultation with the MTBF Coordination Group and shall present it for approval to the Government.

Consequently in the phase of preparation of the annual budget preparation the Ministry of Finance shall update the medium-term estimates. As a result, the updated MTBF estimates are included in the Budget Memorandum and shall function as an integral part of the budget documentation.
3.10.2 Structure of the MTBF Document

The Document on MTBF forecast shall contain the following sections:

· Summary – which presents main conclusions resulting from the main text and some key tables;

· Main text – which provides a narrative description of the main trends of public revenues and expenditures in the medium term, including different charts and analytical tables; 

· Annexes – which contains specific details about certain aspects of the main text (tables, technical notes, etc.).

Although the document structure can vary from year to year depending on the volume of information required for inclusion and the layout, the Box below presents an indicative structure of the document. 


Box 3.8
Structure of the Document on MTBF forecasts
	I.  Executive Summary
· Description of main developments in the macro-fiscal framework 

· Main conclusions and results of the budget analysis 

· Main priorities for budgetary-fiscal policy 

II: Macro – financial framework 

· Policies at macro level and medium term projections

· Summary of main indicators of the national public budget (revenues, expenditures and deficit) 

· Policies on revenues, revenue administration and medium term projections 

· Policies on state debt and financing sources (including loans and external grants) 

Table: Consolidated macro-financial framework

III: National Public Budget 

· National Public Budget (general developments, expressed as % of GDP, structure by components)

· State Budget (developments, expressed as % of GDP, structure of revenues and expenditures)
· ATU budgets and relations with the State Budget (developments, expressed as % of GDP, structure of revenues and expenditures)
· State Social Insurance Fund budget (developments, expressed as % of GDP, structure of revenues and expenditures)
· Mandatory Health Insurance Fund budget (developments, expressed as % of GDP, structure of revenues and expenditures)
Table: Public National Budget by components (in nominal terms, and as % of GDP)
IV. Strategic priorities and public expenditure policy 

· Public expenditure policy 

· Policy objectives of public expenditures 

· Public expenditure’s efficiency and effectiveness 

· Remuneration in public sector 

· Capital investments 

· Sector policy priorities  

· Table: Policy priorities and their implications for expenditures in the medium term
· Expenditure ceilings and influencing factors 

Annex 1: Table: Medium term macroeconomic projections
Annex 2: Table: Revenue and expenditure of the National Public Budget, (in nominal values and as % of GDP)

Annex 3: Table: Expenditure ceilings for the State Budget by sectors and central public authorities

Annex 4: Table: Ceilings in transfers from the State Budget to ATUs

Annex 5: Sector expenditure strategies
Annex 6: Technical notes (if needed)


Annex 3.A: MTBF Coordination Group and working groups

Introduction

An important role in the organisation of process of elaboration of the Medium-Term Budget Framework (hereinafter - MTBF) is played by the MTBF Coordination Group and the sector working groups, responsible for certain measures and activities, as well as for the preparation of various separate components of the MTBF.

MTBF Coordination Group

The MTBF Coordination Group for the elaboration of MTBF (hereinafter - the Group) shall be established to coordinate and assign the MTBF process which will have an open and participatory character, and shall ensure monitoring and increased transparency of budgetary and fiscal policy objectives.

The Group will be led by the Minister of Finance and includes heads and representatives of various public authorities as well as social partners. It is responsible for the overall coordination of the MTBF development process. 

Tasks

In terms of its characteristics, the tasks of the group are divided in general tasks and specific tasks.

General tasks:
· Establishment of sector working groups and approval of their composition, as well as of the terms of reference of their activity (defining the timeframe and the tasks);

· Coordination of the activities of the sector working groups;

· Monitoring of the performed activities and control on the implementation of the Action Plan for development of the MTBF;

· Discussion and review of reports submitted by the sector working groups;

· Consultation on the document on MTBF forecasts.

Specific tasks, by area:

A. Macro-fiscal framework in the medium term
· Coordination of the macroeconomic projections for the MTBF period;

· Identification of objectives of the budgetary and fiscal policy and of the tax administration policy for the MTBF period;

· Discussion of the estimates of public revenue for the MTBF period, including from the State Budget, Administrative-Territorial Units’ budgets, State Social Insurance Fund budget, Mandatory Health Insurance Fund budget;

· Review of overall financial balance, reflecting total public revenues and expenditures, its deficit and financing sources for the MTBF period.

B. Expenditure priorities in the medium term
· Discussion of major cross-sector problems and establishment of objectives in the field for expenditure policies, including by sector and main economic category;

· Coordination of cross-sectoral expenditure priorities for the MTBF period;

· Review and coordination of the overall expenditure framework for the MTBF period;

· Review and coordination of expenditure ceilings for the MTBF period by sectors and Central Public Authorities.

C. Sector policies and sector expenditure strategies
· Discussion of major problems and expenditure policies by sector;
· Coordination of overall objectives and main directions of reform in the medium term, and their financial implications;
· Examination of proposals to amend the allocation of resources among programs according to priorities in the sector development strategies.
Working groups

The need to establish working groups is reasoned as follows:

· Complex and participatory nature of MTBF involves significant contributions from various public authorities;

· Facilitation of collaboration and cooperation with other public authorities during the MTBF development process;

· Effective activities of the working groups will contributes to better coordination of proposals for the MTBF and improve the quality of materials submitted;
· Inclusion in the working groups of persons responsible for developing policies and those responsible for managing budget policy contributes to improving the alignment with available resources.
The working groups play an important role not only in the MTBF development process, but also in the process of policy planning in the context of documents of strategic planning at the national level, ensuring alignment of policies with the available resource framework. 
The working groups shall include representatives of central public authorities responsible for and concerned with their area (the representatives shall be at least at the level of heads of section who deal directly with the respective area), as well as representatives of local public authorities. It is also recommended to include representatives of social partners (employers and trade unions) in the sector groups.

The working groups are led by a member of the MTBF Coordination Group (or another person at the level of deputy minister) responsible for the respective domain and shall operate on the basis of the established Terms of Reference.

The working groups shall meet upon necessity, and the issues discussed and decisions taken shall be recorded in the minutes of the meeting, which shall be subsequently submitted to the MTBF Coordination Group.

Depending on the complexity and scope of the MTBF, annually a certain number of groups shall be established. As a rule, the following working groups shall be established:

A. Working group responsible for the macroeconomic framework, fiscal policy and the public resources framework;
B. Working group responsible for policies and priorities concerning public expenditure;
C. Sector working groups: health, education, social protection, agriculture, etc.

With the gradual extension of the scope with analytical elements and strategic planning for other sectors, and in order to conduct more detailed specific analyses, such as remuneration, public investments, the MTBF Coordination Group may decide on the establishment of certain working sub-groups with well defined specific tasks.

The Terms of Reference for each of the above mentioned groups are presented below.

A: Working Group Responsible For The Macroeconomic Framework, Fiscal Policy And The Public Resources Framework
Tasks 

The activities of this group aim to analyse and estimate the framework of resources available to finance public expenditure, based on a realistic and sustainable macroeconomic framework.

The main tasks of the working group are as follows:
· Analysis of recent macroeconomic trends both internal and external, elaboration of projections of the main macroeconomic indicator (different scenarios can be made) and analysis of their implications for public revenues and expenditures;

· Analysis of recent trends and performance in public revenues and assessment of the tax burden;

· Setting objectives and measures relating to fiscal policy and tax administration and their expected impact on revenues;
· Estimation of public revenues by major source (fiscal, non-fiscal, grants) and by main types of taxes (income tax, value added tax, excise duties, etc.);
· Estimation of inter-budgetary relations with regard to public revenues for each type of budget (State Budget, Administrative Territorial Unit Budgets, State Social Insurance Budget, Mandatory Health Insurance Fund);
· Analysis of recent trends and development of medium term estimates of the financing sources of the budget (internal and external), as well as state policy on state debt management. Updating of objectives concerning the global financial balance for the MTBF period.
The Chairman of the working group shall define the responsibilities between the group members corresponding to their sphere of activity; establish concrete tasks and deadlines for achieving the tasks aligned to the deadlines set in the calendar for budget formulation. If it is considered necessary, with the aim to perform specific tasks, the chairperson of the group may decide to institute sub-working groups, for example a sub-group responsible for the macroeconomic framework.
Suggested format (5-6 pages with detailed tables in annexes)

· Analysis of recent macroeconomic performance and perspectives in the medium term: 

· World economic trends and their impact on the economy of the country;

· Macroeconomic trends during the last 3 to 5 years, especially analysis of the performance of the previous year and the implications for budget execution;

· Macroeconomic policy objectives and policy framework;

· Projections of main macroeconomic aggregates;

· Alternative scenarios – main assumptions and conclusions.

· Analysis of current situation concerning public revenues:

· Trends during the lasts five years and basic explanations;

· Revenue performance in the previous year – conclusions and implications; 
· Comparison with other transition economies;

· Forecasts of public revenues:

· Strategies and policies relating to public revenues;

· Evaluation of perspectives for the current year, compared to budget estimates;

· Estimates by major source of revenues and by types of budget;

· Explanation of the main assumptions;

· Determination of the revenue policy and measures for its implementation;

· Financial balance and its funding:

· Level of budget deficit –recent trends and objectives in the medium term;

· Estimation of level of internal financing– loans from the National Bank of Moldova, state securities, revenues from privatisation;

· Estimation of level of external financing – budget support, public investments.

Suggested composition of the working group:

Chairperson – (senior ranked manager):
· Central Public Authority responsible for budgetary and fiscal policy and management of public finance

Members (heads of relevant divisions within the Central Public Authority and relevant institutions):
· Central Public Authority responsible for budgetary-fiscal policy and management of public finances;

· Central Public Authority responsible for macroeconomic forecasts and policy;
· Institutions responsible for the banking, monetary and credit domains;

· Central Public Authority responsible for national statistics;

· Institutions responsible for revenue collection;
· Central Public Authority responsible for state social insurance;

· Central Public Authority responsible for compulsory health insurance.
In this process can also participate independent experts from other institutions, such as economic research institutes. Preparation of the macroeconomic framework shall require regular consultations and discussions among the participants, focusing on teamwork rather than on individual responsibility.

B: Working Group Responsible For Public Expenditure Policies And Priorities
Tasks 

The activity of this group shall aim at identifying major problems in managing the national public budget (including its components – State Budget, ATU budgets, SSIF, MHIF), analysing and evaluating policy priorities, determining expenditure priorities and estimating the expenditure framework in the medium term.
The main tasks of the working group are as follows:
· Analysis of expenditure trends in the last four to five years, conform major economic categories (personnel expenditure, goods and services, interest, subsidies, transfers and public investment), identification of key problems concerning key policies related to these categories and making of recommendations;

· Analysis of the impact of obligations concerning state debt service on the expenditure programs:

· Estimation of resources required for state debt service and basic assumptions;

· Analysis of implications on discretionary expenditures and public investment;
· Analysis of problems and implications of policy commitments of the Government relating to:
· Salary system reform;

· Social protection; and

· Other areas.

· Review of resource allocations by sector, analysis of expenditure priorities for the MTBF period;

· Preparation of expenditure ceilings by sector and by Central Public Authority.
The Chairperson of the Working Group shall define the responsibilities between the working group members in correspondence with their sphere of activity; establish concrete tasks and intermediate deadlines for realisation of the tasks in such a way in order to fit within the deadlines set in the budget formulation calendar.

Suggested format (8-10 pages with detailed tables in annexes)
· State debt service:
· trends over the past five years, and basic explanations;

· MTBF forecasts - alternative scenarios; 

· implications on discretionary expenditures;

· Current expenditures:
· analysis of trends by major economic category (labour remuneration, operational and maintenance, subsidies, social transfers); 

· analysis of policies and the main problems (remuneration and employment in the public sector, etc.);

· estimation of expenditure for the MTBF period.

· Capital expenditures:

· analysis of recent trends in capital investments, including those financed from external sources;

· determination of priorities for the funding of medium-term capital investments;

· estimation of expenditures for capital investments (including those financed from external sources) for the next three years.
· Analysis of expenditures by branch: 
· current expenditure levels and recent trends;

· comparison with other transition economies;

· identification of priority issues in certain sectors;

· implications of government policies on resource allocations by sector;

· implications on the determination of the medium-term priorities;

· Establishing expenditure ceilings by sector, distinguished in:

· Components of the National Public Budget – State Budget, SSIF, MHIF, ATU budgets
· Central Public Authorities funded from the State Budget.

Suggested composition of the working group:

Chairperson – (senior ranked manager):
· Central Public Authority responsible for budgetary and fiscal policy and management of public finance

Members (heads of relevant divisions within the Central Public Authority and relevant institutions):
· State Chancellery

· Central Public Authority responsible for budgetary and fiscal policy and management of public finance

· Central Public Authority responsible macroeconomic projections and policy;

· Other Central Public Authority and relevant institutions (when needed). 

C: Sector Working Groups
Tasks 

Sector working groups participate in the elaboration of sector expenditure strategies, by facilitating collaboration and discussion of proposals among the various participants in this process.
The main tasks of these working groups are as follows:

· Analysis of current situation in the sector, which shall cover:

· the role and importance of the sector for the socio-economic development of the country;

· the share of the sector expenditures in total public expenditures and the structure of expenditures within the sector;

· the role of central and local public authorities in managing the resources of the respective sector;

· main challenges: (i) main problems to be solved, (ii) trends and pressures in the sector; and (iii) reform initiatives. 

· Establishing of sector objectives and defining the policies required to achieve those objectives.

· Determination of the appropriate role of the state in the sector, which should be consistent with these policy objectives:

· distinction between different roles that can be assigned to the state (e.g. regulator, promoter, direct service provider);
· identification of the relative importance of each role in achieving sector objectives;

· ensuring consistency with the economic and institutional reform programs of the Government;
· Identification of priority actions for the MTBF period, necessary to achieve the sector policy objectives;

· Identification of key indicators for monitoring the performance of expenditure programs and results during the process of implementation.

The Chairperson of the Working Groups shall define the responsibilities between the working group members in correspondence with their sphere of activity; establish concrete tasks and intermediate deadlines for realisation of the tasks in such a way in order to fit within the deadlines set in the budget formulation calendar.

Suggested format (depending on the size of the sector, not more than 8-10 pages)
The format for presenting sector expenditure strategies are described in chapter 11.4 of this Set. As a rule, it contains:

· Analysis of expenditure programs and policy priorities in the medium term (sub-format of matrix);

· Proposals for setting expenditure ceilings (Excel table);

· Distribution of resources by expenditure programs and by types of budget (Excel table).

Composition of the working group:

Chairperson – (senior ranked manager):

· Central Public Authority responsible for policy in the respective domain (Lead Ministry)

Members (heads of relevant divisions within the Central Public Authority and relevant institutions):

· From the specialised Central Public Authorities: 
· head of subdivision responsible for development and management of the budget in the sector;
· head of subdivision responsible for analysis, evaluation and monitoring of sectoral policies;

· other heads of subdivision or specialists involved in managing expenditure programs.
· From other Central Public Authorities managing resources in the respective sector:

· directors of departments, directorates, responsible for the expenditure programs in the respective sector; 

· other key specialists involved in the management of sector programmes;

· From the Central Public Authority responsible for budgetary-fiscal policy and management of public finances:

· Heads of line divisions;

· From the State Chancellery and the Central Public Authority responsible for macroeconomic policy and projections:

· Head of the division responsible for monitoring sectoral policies;

· From local public authorities:

· Heads of the divisions for the respective sector, representatives of one to two local public authorities (selective).

Annex 3.B: Requirements for the elaboration of technical notes in the context of the MTBF
General provisions
An important element of the MTBF is the analysis of specific issues on the budget and its management. This section presents general requirements for the elaboration of technical notes, and provides guidance for developing specific analysis needed to prepare the Document on MTBF forecasts.
The scope and specific areas under examination in the context of the MTBF may vary from year to year and is determined in the MTBF Concept document, which is prepared annually at the beginning of the process of fiscal planning in the medium term.
The Box below presents the general requirements and provides the framework structure for these technical notes:

Box 3.B.1
Structure of technical notes
	(1) Responsibilities for preparing the technical notes, including for presenting the necessary information
(2) The scope and coverage of the analysis
(3) Content of expenditure analysis:

· Analysis of recent trends in total budget expenditures and the factors which affect these trends;

· Analysis of the composition of expenditure or expenditure items;

· Review of decisions and policies with regard to this type of expenditure, implications of such decisions for the next three years and the extent to which they correlate with the framework of available resources;

· Analysis of relevant aspects and recommendations for possible changes, by identifying, where appropriate, measures to support the achievement of planned performance;

· Preparation of expenditure forecasts for the next three years to identify the trends of such category in the medium term.

(4) Templates and table(s) to be completed




In the following specific analytical requirements are described for the some of the most important areas in the context of the MTBF.

Specific provisions

State Debt Management

The responsibility for such analysis lies with the Division responsible for management of for public debt of the Ministry of Finance. 

The analysis shall include the following:

· Defining objectives and key elements of the public debt management strategy;

· Elaboration of updated forecasts for the payment of debt service for the next three years, including payment of the principal and of the interest;

· Assessment of the impact of debt service costs on public expenditure programs, taking into account projections for revenue and expenditure;

· Assessment of possibilities and development of scenarios for debt restructuring;

· Identification of measures, actions and of a timetable for debt restructuring.

Given that debt servicing represents a major challenge in the process of budget planning, it will be necessary to develop different scenarios for debt restructuring and contracting of new loans to support the budget and estimate the implications of these scenarios.


Table 3.B.1
Analysis of state debt and of expenditure for debt servicing

	Indicator
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	Actual
	Actual
	Approved
	Expected
	Estimate
	Estimate
	Estimate

	A. Debt stock, total
	
	
	
	
	
	
	

	External debt
	
	
	
	
	
	
	

	Multilateral
	
	
	
	
	
	
	

	Bilateral
	
	
	
	
	
	
	

	Paris Club
	
	
	
	
	
	
	

	Internal debt
	
	
	
	
	
	
	

	National Bank of Moldova
	
	
	
	
	
	
	

	Other commercial banks
	
	
	
	
	
	
	

	B. Debt service, total
	
	
	
	
	
	
	

	External debt
	
	
	
	
	
	
	

	Principal amount
	
	
	
	
	
	
	

	Interest
	
	
	
	
	
	
	

	Internal debt
	
	
	
	
	
	
	

	Principal amount
	
	
	
	
	
	
	

	Interest
	
	
	
	
	
	
	

	


Abbreviations: FY – present fiscal year (base year), FY-2, FY-1 – Previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
Employee expenditure
The responsibility for such analysis lies with the Division responsible for analysis and monitoring of personnel expenditure and employment in the budget sector of the Ministry of Finance, in collaboration with the relevant subdivision of the Central Public Authority which is responsible for elaboration of policies concerning labour remuneration.

Employee expenditure includes labour remuneration, as well as contributions for social insurance and mandatory health insurance for budget sector employees. The analysis shall include:

· Analysis of recent trends in personnel expenditure, identification of the key factors and their implications for projected levels of personnel expenditure (as a share of GDP, percentage of total recurrent expenditure – expenditures without capital investments);

· Review of decisions and policies on salaries in the budgetary sector, implications of such decisions for the next three years and the extent to which they are aligned with the framework of available resources;

· Review of the number of staff and average salary, identification of management problems and identification of recommendations on rationalisation and optimisation of employment and remuneration in the public sector;

· Projections of personnel expenditure by sector in the next three years to identify the trends of such category in the medium term.


Table 3.B.2
Analysis of personnel expenditure costs and employment in the public sector

	Indicator
	Unit of measurement
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	
	Actual
	Actual
	Approved
	Expected
	Estimate
	Estimate
	Estimate

	Sector A
	
	
	
	
	
	
	
	

	Expenditure on salaries
	Mil. lei
	
	
	
	
	
	
	

	Salary contributions
	Mil. lei
	
	
	
	
	
	
	

	Number of staff
	No
	
	
	
	
	
	
	

	Average monthly wage
	Lei
	
	
	
	
	
	
	

	Sector B
	
	
	
	
	
	
	
	

	Expenditure on salaries
	Mil. lei
	
	
	
	
	
	
	

	Salary contributions
	Mil. lei
	
	
	
	
	
	
	

	Number of staff
	No
	
	
	
	
	
	
	

	Average monthly wage
	Lei
	
	
	
	
	
	
	

	...
	
	
	
	
	
	
	
	

	Total in public sector
	
	
	
	
	
	
	
	

	Expenditure on salaries
	Mil. lei
	
	
	
	
	
	
	

	Salary contributions
	Mil. lei
	
	
	
	
	
	
	

	Number of staff
	No
	
	
	
	
	
	
	

	Average monthly wage
	Lei
	
	
	
	
	
	
	

	


Abbreviations: FY – present fiscal year (base year), FY-2, FY-1 – Previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
Public investments

Responsibility for this analysis lies with the Division responsible for capital investments of the Ministry of Finance in cooperation with other relevant departments of the Ministry of Finance and appropriate subdivisions of other relevant Central Public Authorities.
Public investments are public expenditures aimed at the formation of fixed assets in public infrastructure, required for social economic development and quality provision of public services. Given the budget constraints, expenditure for required public investment shall represent a protected category, for which realistic medium-term objectives are established, expressed as a share of GDP, or as a share of total public expenditure. It is important for the MTBF to define proper relationships between current expenditures and investments, as well as measures aimed at strengthening public investment management.
The analysis of public investment shall include the following:
· Analysis of the current volume and level of public investment, including investment projects financed from external sources;

· Setting objectives for future developments of public investment, by identifying, where appropriate, measures to support the achievement of planned performance;

· Projections of expenditures for public investments (including those financed from external sources) for the next three years.


Table 3.B.3
Analysis of capital investments by sectors (in thousand Lei) 
	 

Sectors / project

 
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	Actual
	Actual
	Approved
	Estimate
	Estimate
	Estimate

	
	Total
	internal sources*
	external sources**
	Total
	internal sources*
	external sources**
	Total
	internal sources*
	external sources**
	Total
	internal sources*
	external sources**
	Total
	internal sources*
	external sources**
	Total
	internal sources*
	external sources**

	Sector A
	
	
	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	  Project 1
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	  Project 2
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sector B
	
	
	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	  Project 1
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	  Project 2
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sector C
	
	
	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	…
	
	
	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	
	
	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total per sector
	
	
	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


Abbreviations: FY – present fiscal year (base year), FY-2, FY-1 – Previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
Notes:

* It reflects the capital investment from the main expenditures of the State Budget
** The amounts from external sources will contain the contribution of the Government
Inter-budgetary relations

The MTBF shall include an analysis of the distribution of resources between the components of the National Public Budget, in particular, transfers of resources from the State Budget to the Administrative-Territorial Units’ budgets, the State Social Insurance Budget and the Mandatory Health Insurance Fund budget.

Such analysis is prepared by the General Budget Synthesis Department together with the line divisions of the Ministry of Finance. As a result, the analysis of proposals and MTBF forecasts shall cover the following aspects:

· Analysis of relevant aspects and recommendations for possible changes in the distribution of expenditure responsibilities among the State Budget, the budgets of Administrative Territorial Units, the State Social Insurance Budget and the Mandatory Health Insurance Fund budget;
· Preparation of expenditure forecasts for the next three years, separately for the State Budget, the budgets of Administrative Territorial Units, the State Social Insurance Budget and the Mandatory Health Insurance Fund budget, based upon the delegated responsibilities and expenditure proposals outlined in the MTBF;

· Estimation of the size of transfers from the State Budget to the budgets of Administrative Territorial Units, the State Social Insurance Budget and the Mandatory Health Insurance Fund budget for the next three years.

4 Preparation of the Annual Budget


Box 4.1
Relevant provisions in Public Sector Financial Management and Accountability Law

	


4.1 General provisions

Elaboration of draft budgets and their approval represents the second phase of the annual budget cycle. The table below reflects the responsibilities for preparing the draft budget in accordance with the legislation.

Table 4.1
Responsibilities in budget preparation

	Type of budget
	Public authority responsible for budget preparation
	Authority for approval

	State Budget
	Is elaborated by the Ministry of Finance 
	Approved by the Government and subsequently by Parliament

	State Social Insurance Fund
	Is elaborated by the Ministry of Labour, Social Protection and the Family together with the National House for Social Insurance
	Approved by the Government and subsequently by Parliament

	Mandatory Health Insurance Fund
	Is elaborated by the Ministry of Health together with the National Company for Medical Insurance
	Approved by the Government and subsequently by Parliament

	ATU Budgets
	Is elaborated by the executive authorities of the respective ATU level
	Approved by the deliberative and representative authorities of the respective ATU level

	
	
	


The information presented in the draft budget will include estimates for the next fiscal year, subject to subsequent approval by Parliament / legislative and deliberative authorities of the respective ATU, as well as estimates for the next two years, having an indicative and informative character.

The process of elaborating draft budgets comprises the following steps:

1. Issuance of Budget Circulars by the Ministry of Finance;

2. Submission of budget proposals/draft budgets to the Ministry of Finance;

3. Review of budget proposals/draft budgets and conduct of budget hearings with the Ministry of Finance; 

4. Development and submission of draft budget laws to the Government / executive authority of the ATU;

5. Review and approval of draft budget laws by the Government / executive authority of the ATU;

6. Review and approval of annual budget laws by Parliament / ATU budgets by the deliberative and representative authority of the ATU.
Below every stage and the features of every type of budget is described in detail.  

Figure 4.1 shows how the consecutive steps (i.e. phases 7 to 12) of the annual budget preparation cycle.


Figure 4.1
Main steps in the annual cycle of budget preparation

[image: image5]
The next sections will describe each step in detail and provide specifics for each type of budget.

4.2 Circulars on the elaboration of annual budgets
4.2.1 State Budget

In May of each year, the Ministry of Finance will issue a Budget Circular on the elaboration and submission of proposals for the draft state budget for the next year and estimates for the following two years (hereafter: budget circular) and sends the Circular to the Central Public Authorities. The purpose of the Circular is to present the necessary requirements and guidance to Central Public Authorities in developing of proposals for the draft state budget. Central Public Authorities shall provide this Circular to their subordinate institutions and may provide further instructions and additional guidance to them when preparing budget submissions.

In preparing this document the Ministry of Finance is guided by the provisions of the Unified Set and the analysis and information contained in the annual document on the MTBF forecasts, in particular the medium-term macroeconomic projections, policy priorities and expenditure ceilings. 

The Circular will contain instructions regarding the budget preparation process, policy decisions, mandatory procedural requirements that are to be followed against a set time schedule, detailed forms and accompanying instructions for their completion.

The content of the Budget Circular shall include:

· General provisions, which provides references to the legal and regulatory framework concerning the process of developing the state budget and deadlines for submission of information;
· Projections of the Main Macro-Fiscal Indicators in the medium term (i.e. inflation, interest and exchange rates) and aggregate fiscal parameters (total revenues and expenditures and deficit/surplus) covering a medium-term horizon in accordance with the Document on MTBF forecasts;

· Concise Statement of Policy Priorities for the next fiscal year and medium-term, highlighting principles of fiscal policy and the priorities of the Government as included in the Document on MTBF forecasts;

· Expenditure Ceilings for the State Budget by Central Public Authorities;

· Additional specific instructions regarding the preparation of budget proposals;

· Deadlines for decisions and information to be exchanged between the Ministry of Finance and the Central Public Authorities;

· Additional specific requirement concerning the preparation and presentation of  Informative Notes which are required to provide explanations and justifications of the budget submissions;

· Annexes and forms to be completed.

Central Public Authorities shall provide this Circular to their subdivisions and subordinate institutions and shall develop an internal work schedule which will ensure timely and accurate implementation of the requirements as set in the Budget Circular. It will also provide a breakdown of the expenditure ceilings in accordance with the hierarchical structure.  

Chapter 13 of this Unified Set presents a framework regulation for the internal organisation of activities related to budget preparation at the level of the Central Public Authority.

Beside the issuance of the Budget Circular, the Ministry of Finance shall organise seminars in which Central Public Authorities will receive necessary explanations.

4.2.2 Budget for State Social Insurance

At the same time of issuance of the Budget Circular on the elaboration of the State Budget, the Ministry of Finance shall prepare a Circular on the elaboration of the State Social Insurance budget for the next fiscal year and estimates of the following two years. In preparing this document the Ministry of Finance is guided by the provisions of the Unified Set and the analysis and information contained in the Document on MTBF forecasts, in particular the medium-term macroeconomic projections, the policy priorities in the sphere of social insurance and the projected volume of transfers from the state budget.

The content of the Circular on the formulation of the draft budget of the State Social Insurance Fund shall include:

· General provisions, which provides references to the legal and regulatory framework concerning the process of developing the budget of the State Social Insurance Fund and deadlines for decision making and sharing of information between the Ministry of Finance and institutions responsible for state social insurance;
· Projections of the Main Macro-Fiscal Indicators in the medium term;

· Fiscal policy objectives concerning compulsory state social insurance;
· Concise description of priorities in social protection policy and their impact on the State Social Insurance Fund (in accordance with the expenditure strategy concerning social protection);
· Foreseen changes in the sphere of state social insurance, and where appropriate, proposals for amending laws and regulations in the field of state social insurance;
· Characteristics of inter-budgetary relations, especially the structure and volume of transfers from the state budget to the State Social Insurance Fund;
· Additional specific instructions regarding the elaboration of the draft budget for the State Social Insurance Fund;

· Additional specific requirement concerning the preparation and presentation of  Informative Notes which are required to provide explanations and justifications of the submission of the draft budget for the State Social Insurance Fund;

· Annexes and forms to be completed.

The Central Public Authority responsible for state social insurance shall develop an internal work schedule which will ensure the timely elaboration of the draft budget for the State Social Insurance Fund according to the requirements as set in the Circular. The Circular on the elaboration of the draft budget for the State Social Insurance Fund and the internal work plan will be approved by the responsible Central Public Authority and communicated to the subdivisions and subordinate institutions.
4.2.3 Budget for Mandatory Health Insurance

At the same time of issuance of the Budget Circular on the elaboration of the draft State Budget, the Ministry of Finance shall prepare a Circular on the elaboration of the Mandatory Health Insurance budget for the next fiscal year and estimates of the following two years. In preparing this document the Ministry of Finance is guided by the provisions of the Unified Set and the analysis and information contained in the Document on MTBF forecasts, in particular the medium-term macroeconomic projections, the policy priorities in the sphere of health and the projected volume of transfers from the state budget.

The content of the Circular on the formulation of the draft budget of the Mandatory Health Insurance Fund shall include:

· General provisions, which provides references to the legal and regulatory framework concerning the process of developing the budget of the Mandatory Health Insurance Fund and deadlines for decision making and sharing of information between the Ministry of Finance and institutions responsible for mandatory health insurance;
· Projections of the Main Macro-Fiscal Indicators in the medium term;

· Fiscal policy objectives concerning compulsory health insurance;
· Concise description of priorities in health policy and their impact on the Mandatory Health Insurance Fund (in accordance with the expenditure strategy concerning the health sector);
· Foreseen changes in the sphere of mandatory health insurance, and where appropriate, proposals for amending laws and regulations in the field of compulsory health insurance;
· Characteristics of inter-budgetary relations, especially the structure and volume of transfers from the state budget to the Mandatory Health Insurance Fund;

· Additional specific instructions regarding the elaboration of the draft budget for the Mandatory Health Insurance Fund;

· Additional specific requirement concerning the preparation and presentation of  Informative Notes which are required to provide explanations and justifications of the submission of the draft budget for the Mandatory Health Insurance Fund;

· Annexes and forms to be completed.

The Central Public Authority responsible for health insurance shall develop an internal work schedule which will ensure the timely elaboration of the draft budget for the Mandatory Health Insurance Fund according to the requirements as set in the Circular. The Circular on the elaboration of the draft budget for the Mandatory Health Insurance Fund and the internal work plan will be approved by the responsible Central Public Authority and communicated to the subdivisions and subordinate institutions.

4.2.4 Budget of Autonomous Territorial Units

Every year at the beginning of May the Ministry of Finance shall develop and issue a Circular on the development of the draft ATU budget for the following year and estimates for the medium term. The purpose of the Circular is to guide local public authorities in the process of elaboration, review and approval of ATU budgets. In preparing this document the Ministry of Finance shall be guided by the provisions of this Unified Set and by the analyses and information contained in the Document on MTBF forecasts.      
The circular is issued to level II local public administration authorities and sets specific methodological norms concerning the formulation of the draft ATU budget for the following year and estimates for the next two years. As a rule the circular on the formulation of ATU budgets shall contain the following:

· General provisions that provide reference to the legal and normative framework with regard to the process of approval of ATU budgets and deadlines for the presentation of information;

· Medium term forecasts of main macroeconomic indicators;

· Main principles of the government policy in the area of revenues and specific peculiarities for the estimation of certain revenues and sources of financing, norms for the sharing of general government revenues; 

· Main principles of the government policy and priorities in the area of public expenditures, as well as peculiarities of their estimation (expenditures norms);

· Ceilings on transfers from the state budget to ATU budgets and specific aspects of their calculation;

· Annexes and forms to be completed.

To ensure the quality and timeliness of actions necessary for the organisation of activities related to the elaboration of budgets of level I and II ATUs, executive authorities of level II ATUs shall issue provisions concerning the start of the ATU budget formulation process as well as a calendar of actions for the formulation of the draft ATU budget for the next year as well as medium term estimates. The calendar shall include actions to be taken by responsible public authorities, contain deadlines for their implementation and shall designate responsible persons. For the elaboration of the calendar the executive authority of the ATU shall be guided by the model calendar for the elaboration of the ATU budget as presented in Chapter 2 of this Unified Set.
Upon the approval of the respective calendar, based on the circular of the Ministry of Finance, the General Finance Divisions of ATUs shall develop and issue a circular for the development of draft ATU budgets for level I public authorities and level II budget executors. The General Finance Divisions shall inform budget executors about the specific requirements and particularities for the development and submission of budget proposals as well as shall communicate aspects related to interbudgetary relations between level I and level II ATUs.

As a rule, at the initial stage of preparation of the draft annual budget, the Ministry of Finance, and consequently the General Finance Divisions will organise seminars where budget executors shall be provided with the necessary explanations. 

4.3 Elaboration of budget proposals / draft budgets
4.3.1 State Budget

Description

Central Public Authorities jointly with their subordinated institutions shall develop and submit budget proposals for the next year and estimates for the following two years in line with the requirements and within the deadlines set in the Budget Circular on the elaboration of the annual state budget. The structure and content of the Circular is described in section 4.2.1 above.
Chapter 13 describes the contents of a framework regulation for organising the activities concerning the development of sector expenditure strategies and budget proposals at the level of a Central Public Authority.

The main aspects and dimensions to be addressed in the process of elaborating and analysing budget proposals and any other proposals with financial implications are described in detail in Annex 13A.

Central Public Authorities are required to complete all of the required annexes and formats. These formats are information tools, and Central Public shall provide additional information where appropriate.

Format for presenting for budget proposals
Table 4.2 provides the templates for submitting a budget proposal. It consists of the following parts:

A. Summary of the budget proposal;

B. Summary of expenditure ceilings;

C. Estimates of own resources;

D. Estimates of expenditures;

E. Estimates of capital investments by project, object;

 
Table 4.2
Format for Budget submissions

	

	
	
	Code

	Source k2
	
	

	Central Public Authority
	
	

	Institution
	
	


	A. Summary of budget proposal (is completely automated in the information system), mil. lei

	

	Name
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	F1
	Eco k2
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	A.1. EXPENDITURE total 
	 
	 
	
	 
	 
	 
	 
	 

	 
	 
	 
	
	 
	 
	 
	 
	 

	 
	 
	 
	
	 
	 
	 
	 
	 

	 
	 
	 
	
	 
	 
	 
	 
	 

	 
	 
	 
	
	 
	 
	 
	 
	 

	 
	 
	 
	
	 
	 
	 
	 
	 

	 
	 
	 
	
	 
	 
	 
	 
	 


	Name
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	Source k3
	F1
	Eco k2
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	A.2. RESOURCES, total
	
	
	
	
	
	
	
	
	

	A.2.1. Own internal resources, total
	112
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	A.2.2. Own external resources, total
	112
	 
	 
	
	 
	 
	 
	
	 

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	A.2.3. General resources, total A.2.3=A.1-(A.2.1+A.2.2)
	111
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


	B. Summary of expenditure ceilings (is completely automated in the information system) , mil. lei

	Name
	Code
	FY+1 budget
	FY+2 estimate
	FY+3 estimate

	
	F1
	Recurrent
/Capital
	Established
	Deviation +/-
	Proposed
	Established
	Deviation +/-
	Proposed
	Established
	Deviation +/-
	Proposed

	TOTAL
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	TOTAL
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


	C. Estimates of own resources, mil. lei

	Name
	Code
	
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	Source S4
	Original source
	Donor k4
	F3
	P3 (7xx)
	Eco k6
	Description
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	TOTAL
	 
	 
	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	 


	D. Estimates of expenditure 

	
	
	Code

	Name F3
	
	

	Program
	
	

	Subprogram
	
	


	I. Narrative description (be completed by the primary budget executor before issuance of the form to be completed by the subordinate institutions)

	Goal 
	

	Objective (in medium term, incl. the year of approval of the program)
	

	Brief description
	


	II. Performance indicators
	Description
	Unit of

measure
ement
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	
	
	Actual
	Actual
	Planned
	Estimate
	Estimate
	Estimate

	Result (to be completed by the primary budget executor)
	1.
	 
	
	 
	 
	 
	 
	 

	
	2.
	 
	
	 
	 
	 
	 
	 

	
	3.
	 
	
	 
	 
	 
	 
	 

	Output
	1.
	 
	
	 
	 
	 
	 
	 

	
	2.
	 
	
	 
	 
	 
	 
	 

	
	3.
	 
	
	 
	 
	 
	 
	 

	Efficiency
	1.
	 
	
	 
	 
	 
	 
	 

	
	2.
	 
	
	 
	 
	 
	 
	 

	
	3.
	 
	
	 
	 
	 
	 
	 


	III. Expenditure, mil. lei

	Name
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	P3  
	ECO k6
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	 
	 
	 
	
	 
	 
	 
	 
	 

	 
	 
	 
	
	 
	 
	 
	 
	 

	 
	 
	 
	
	 
	 
	 
	 
	 

	 
	 
	 
	
	 
	 
	 
	 
	 

	 
	 
	 
	
	 
	 
	 
	 
	 


	E. Estimates of capital investment per project, object

	Name project
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	 
	P2
	Project
	P3
	ECO k6
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	 
	
	
	
	
	
	
	
	
	
	 

	 
	
	
	
	
	
	
	
	
	
	 

	 
	
	
	
	
	
	
	
	
	
	 

	
	
	
	
	
	
	
	
	
	
	


	Manager             /________________________/   _________________________/

	Head subdivision responsible for budget planning /___________________/_________________/

	Date of submission      _______________________




Abbreviations: FY-2, FY-1 – Previous fiscal years, FY – present fiscal year (base year), FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
A. Summary of budget proposal represents a summary form, which includes a summary of expenditure and resources of the CPA and is produced by the information system based on information entered into the system by completing parts A to E.
B. Summary of expenditure ceilings provides a summary format for the budget proposal compared against the expenditure ceilings as set in the Document on MTBF forecasts.
C. Estimates of own resources - in this section the CPA analyses and estimates the possibilities to collect own internal and external resources (paid services, grants, etc.), in accordance with the requirements set by the Ministry of Finance.
The general resources of the state budget are estimated by the Ministry of Finance on the basis of detailed analysis of each source of income and funding, taking into consideration the following aspects: 
· Updated macroeconomic projections; 
· objectives of tax policy and tax administration;
· Policy measures and strategies concerning state debt;
· Trends in revenue collection in the previous years, etc.


The methodology and detailed procedures for estimating budget resources are similar to procedures and techniques applied to development of the MTBF as described in section 3.5. Detailed instructions on how to calculate the types of taxes is presented in Chapter 9.
D. Estimates of expenditures - in this section Central Public Authorities present estimates of proposed expenditures by using the program budgeting format. Chapter 12 describes the methodology for developing the budget in terms of programs and performance.
E. Estimates of capital investment per project, object - this section includes proposals of the Central Public Authorities for capital investment. Information is presented by capital investment object, in accordance with the requirements of the Ministry of Finance.
This presentation format of budget proposals will be used both by Central Public Authorities as well as the institutions subordinated to them, in accordance with the hierarchy of subordination.

In addition to the tables, Central Public Authorities will consult the relevant instructions on elaboration of the budget by programs and the guidelines on cost estimation, as well as the instructions for using the integrated financial management information system.

The annual budget circular issued by the Ministry of Finance may establish specific instructions for completing budget proposals.

Budget proposals of the Central Public Authorities / budget institutions must be accompanied by an Information Note, which provide explanations and justifications. Box 4.3 presents the format that can be used to explain and justify budget proposals.

Box 4.3
Template for explanation and justification – budget proposal for Central Public Authorities
	1. Overall objectives of the Central Public Authority
(Description of the overall objectives of the Central Public Authority, linking it to overall strategy of the Government) 

2. Summary of programs

(Brief description of the programs and their link to the overall objectives of the Central Public Authority; interrelationships among programs; possible links with programs of other Central Public Authorities; reference to Document on MTBF forecasts and the related Sector Expenditure Strategy; a short description for each program).

(Explanation will be more detailed in case of new (sub)programs)

(Reasons must be stated where the provision of performance and other non-financial information is not deemed possible).

3. Underlying assumptions on budgetary consequences

(Expenditure needs also to be properly justified and explained with other volume and price data - for instance, the expected number of recipients of a subsidy scheme and the amount per subsidy. The assumptions underlying the calculation of expenditure estimates should be included in the justification.)

4. Capacity

(Justification of proposals would also include explanations whether the Central Public Authority and its subordinate units have the capacities to use the resources efficiently and effectively.) 

5. External factors

(Listing and description of possible  external factors that influence the achievement of the program objectives (and thus the target set for performance indicators)

6. Data quality

(Discussion on identify internal and external data sources: for instance, (i) whether there are agreed definitions for each indicator; (ii) how data are collected; (iii) whether knowledge exists on the initial capture, the recording of performance data, the processing and the aggregation of performance data; (iv) who is responsible for the initial data collection, processing and aggregation.)


4.3.2 Budget for State Social Insurance

The National House for Social Insurance shall develop and submit to the Ministry of Labour, Social Protection and the Family the draft State Social Insurance budget for the next year and estimates for the following two years in accordance with the requirements and within the deadlines established in the Circular on elaboration of the budget of the State Social Insurance Fund. The structure and content of the Circular is described in section 4.2.2 above.

When elaborating the State Social Insurance budget consideration will be given to: 

· Updated macroeconomic forecasts;

· Policy priorities provided in the sector expenditure strategy; 

· Trends of demographic indicators and other indicators regarding the number of beneficiaries of social payments; and 

· Indications and specific requirements included in the Circular on the elaboration of the State Social Insurance budget. 
State social insurance contributions represent the main revenue source of the State Social Insurance Fund and is estimated based on the policies in the sphere of state social insurance and analysis of the calculation base of state social insurance contributions of the previous years, using projections of macroeconomic indicators for the forthcoming period. The revenue side of the State Social Insurance Fund and other receipts shall be planned in accordance with legal norms.

In estimating the expenditure of the State Social Insurance Fund the following general requirements will be taken into account:

· Background of the proposals in terms of  legislation and regulation presently in force;

· Analysis of policy objectives and priorities in the sphere of social insurance and assistance as indicated in the sector expenditure strategy;

· Trends in indicators regarding the number of beneficiaries of social benefits, etc.


The volume of transfers from the state budget to the State Social Insurance Fund is estimated on the basis of applicable legislation in force regarding the types and size of social benefits and in accordance with legislation on funding by the state budget through the State Social Insurance Fund and the estimated number of beneficiaries of such benefits for the next year and the following two years.

After examining the preliminary draft State Social Insurance budget presented by the National House for Social Insurance, the Ministry of Labour, Social Protection and the Family shall prepare an Informative Note and shall submit the draft State Social Insurance budget for review to the Ministry of Finance in a hard and soft copy in line with the requirements and within the deadline set in the Budget Circular. 

The Table below presents the format for submitting the draft State Social Insurance budget for the next year and estimates for the following two years. This format comprises:

A: A summary table of revenues, expenditures and sources of financing;

B: Expenditure programs in the State Social Insurance budget including those funded from the transfers from the state budget;

C: Performance (non-financial) indicators associated with each expenditure program.

Table 4.3
Template for draft State Social Insurance budget
	A. Synthesis SSIF, mil. lei

	
	
	Code

	Source k2
	
	

	Public Authority
	
	

	Main group
	
	


	Name
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	F2
	F3
	P1
	P2
	P3
	ECO
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	REVENUE, total 
	 
	
	
	
	
	 
	
	 
	 
	 
	 
	 

	Incl. conform economic classification (k6)
	
	
	
	
	
	
	
	
	
	
	
	

	...
	
	
	
	
	
	
	
	
	
	
	
	

	...
	
	
	
	
	
	
	
	
	
	
	
	

	EXPENDITURE, total
	
	
	
	
	
	
	
	
	
	
	
	

	Incl. conform economic classification (k2)
	
	
	
	
	
	
	
	
	
	
	
	

	...
	
	
	
	
	
	
	
	
	
	
	
	

	...
	
	
	
	
	
	
	
	
	
	
	
	

	DEFICIT (-)/ SURPLUS (+)
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	FINANCING
	
	
	
	
	
	
	
	
	
	
	
	

	Incl. conform economic classification (k3)
	
	
	
	
	
	
	
	
	
	
	
	

	...
	
	
	
	
	
	
	
	
	
	
	
	

	...
	
	
	
	
	
	
	
	
	
	
	
	


	B. Summary of expenditure programs in State Social Insurance Fund Budget, mil. lei


	Name
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	P1
	P2
	P3
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	Expenditure, total
	 
	
	
	
	 
	 
	 
	 
	 

	Financed from:
	 
	
	
	
	 
	 
	 
	 
	 

	     Own revenues of SSIF 
	 
	
	
	
	 
	 
	 
	 
	 

	     Transfers from the state budget
	 
	
	
	
	 
	 
	 
	 
	 

	Program 1/sub-program 1
	 
	
	
	
	 
	 
	 
	 
	 

	Financed from:
	 
	
	
	
	 
	 
	 
	 
	 

	     Own revenues of SSIF 
	 
	
	
	
	 
	 
	 
	 
	 

	     Transfers from the state budget
	 
	
	
	
	 
	 
	 
	 
	 

	Program /Sub-program 1…n /Activity 1….n
	 
	
	
	
	 
	 
	 
	 
	 

	Financed from:
	 
	
	
	
	 
	 
	 
	 
	 

	     Own revenues of SSIF 
	 
	
	
	
	 
	 
	 
	 
	 

	     Transfers from the state budget
	 
	
	
	
	 
	 
	 
	 
	 

	Program 1/sub-program 2
	 
	
	
	
	 
	 
	 
	 
	 

	…
	 
	
	
	
	 
	 
	 
	 
	 

	…
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	 
	
	
	
	 
	 
	 
	 
	 


	C. Performance indicators of the programs of the State Social Insurance Fund

	
	
	Code

	Main Group
	
	

	Group Function
	
	

	Sub-group Function
	
	

	Program
	
	

	Subprogram
	
	


	I. Information on performance of programs/sub-programs

	I.1 Narrative description

	Goal 
	

	Objective (in medium term)
	

	Brief description
	


	I.2 Performance indicators (non-financial)
	Description
	Unit of

measur

ement
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	
	
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	Result
	1.
	 
	
	 
	 
	 
	 
	 

	
	2.
	 
	
	 
	 
	 
	 
	 

	
	3.
	 
	
	 
	 
	 
	 
	 

	Output
	1.
	 
	
	 
	 
	 
	 
	 

	
	2.
	 
	
	 
	 
	 
	 
	 

	
	3.
	 
	
	 
	 
	 
	 
	 

	Efficiency
	1.
	 
	
	 
	 
	 
	 
	 

	
	2.
	 
	
	 
	 
	 
	 
	 

	
	3.
	 
	
	 
	 
	 
	 
	 


	II. Budget programs/sub-programs, mil. lei

	Name
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	P3
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	Expenditure, total 
	 
	
	 
	 
	 
	 
	 

	Including:
	 
	
	 
	 
	 
	 
	 

	     Activity 1
	 
	
	 
	 
	 
	 
	 

	     Activity 2
	 
	
	 
	 
	 
	 
	 

	 
	 
	
	 
	 
	 
	 
	 


Abbreviations: FY-2, FY-1 – Previous fiscal years, FY – present fiscal year (base year), FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
Before submission of the draft State Social Insurance budget to the Ministry of Finance for review, the Ministry of Labour, Social Protection and the Family together with the National House for Social Insurance shall develop an Informative note that will reflect: 

· Relationship between the State Social Insurance budget and government policy in the sphere of social insurance and social assistance;

· Brief description of the programs of the State Social Insurance Fund, including those funded through transfers from the state budget;

· Underlying assumptions on revenue and expenditure estimates;

· Information on data availability and quality;
· Other relevant information.
Box 4.4 presents the template and structure of the Informative Note which should be used for explaining and justifying the draft State Social Insurance budget.


Box 4.4
Template for explanation and justification – draft State Social Insurance budget
	1. Government policy in the sphere of social insurance

(Description of present and new planned measures in Government policy in the sphere of state social insurance.) 

2. Summary of programmes

(Structure of programs, reference to Document of MTBF forecasts and the related Sector Expenditure Strategy; a short description for each program).

(Explanation will be more detailed in case of new (sub)programs)

(Reasons must be stated where the provision of performance and other non-financial information is not deemed possible).

3. Underlying assumptions on revenue and expenditure estimates

(Expenditure and revenues estimates, where possible, should also to be properly justified and explained with other volume and price data - for instance, the expected number of recipients of a social assistance scheme and the amount per recipient. The assumptions underlying the calculation of revenue and expenditure estimates should be included in the justification.) 

4. Data quality

(Discussion on identify internal and external data sources: for instance, (i) whether there are agreed definitions for each indicator; (ii) how data are collected; (iii) whether knowledge exists on the initial capture, the recording of performance data, the processing and the aggregation of performance data; (iv) who is responsible for the initial data collection, processing and aggregation.)


4.3.3 Budget for Mandatory Health Insurance 

The National Company for Medical Insurance shall develop and submit to the Ministry of Health the draft Mandatory Health Insurance budget for the next year and estimates for the following two years in accordance with the requirements and within the deadlines established in the Circular on elaboration of the budget of the Mandatory Health Insurance Fund. The structure and content of the Circular is described in section 4.2.3 above.

When elaborating the Mandatory Health Insurance budget consideration will be given to: 

· Updated macroeconomic forecasts;

· Policy priorities provided in the sector expenditure strategy; 

· Trends of demographic indicators and other indicators characterising the health care system; and 

· Indications and specific requirements included in the Circular on the elaboration of the Mandatory Health Insurance budget. 

Revenues of the Mandatory Health Insurance Fund are estimated based on the policy objectives  in the sphere of compulsory insurance premiums for health care and the projections concerning the funds available for wages,  as well as analysis of recent trends in the other revenue sources.
The volume of transfers from the state budget to the Mandatory Health Insurance Fund is determined in the process of estimating interbudgetary relations with the State budget in accordance with the legal norms. Usually, it is estimated as a percentage rate of expenditure in the State budget.
Expenditure of the Mandatory Health Insurance Fund is planned in accordance with the legal norms concerning the allocation and use of funds accumulated in the Mandatory Health Insurance Fund.

After examining the preliminary draft Mandatory Health Insurance budget presented by the National Company for Medical Insurance, the Ministry of Health shall prepare an Informative Note and shall submit the draft Mandatory Health Insurance budget for review to the Ministry of Finance in a hard and soft copy in line with the requirements and within the deadline set in the Circular on the elaboration of the Mandatory Health Insurance budget.
The Table below presents the format for submitting the draft Mandatory Health Insurance budget for the next year and estimates for the following two years. This format comprises:

A: A summary table of revenues, expenditures and sources of financing;

B: Expenditure programs in the Mandatory Health Insurance budget including those funded from the transfers from the state budget;

C: Performance indicators associated with each expenditure program.


Table 4.4
Template for draft Mandatory Health Insurance budget
	A. Synthesis of MHIF, mil. lei

	
	
	Code

	Source k2
	
	

	Public Authority
	
	

	Main Group
	
	


	Name
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	F2
	F3
	P1
	P2
	P3
	ECO
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	REVENUE, total 
	 
	
	
	
	
	 
	
	 
	 
	 
	 
	 

	Incl. conform economic classification (k6)
	
	
	
	
	
	
	
	
	
	
	
	

	...
	
	
	
	
	
	
	
	
	
	
	
	

	...
	
	
	
	
	
	
	
	
	
	
	
	

	EXPENDITURE, total
	
	
	
	
	
	
	
	
	
	
	
	

	Incl. conform economic classification (k2)
	
	
	
	
	
	
	
	
	
	
	
	

	...
	
	
	
	
	
	
	
	
	
	
	
	

	...
	
	
	
	
	
	
	
	
	
	
	
	

	DEFICIT (-)/ SURPLUS (+)
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	FINANCING
	
	
	
	
	
	
	
	
	
	
	
	

	Incl. conform economic classification (k3)
	
	
	
	
	
	
	
	
	
	
	
	

	...
	
	
	
	
	
	
	
	
	
	
	
	

	...
	
	
	
	
	
	
	
	
	
	
	
	


	B. Summary of expenditure programs in Mandatory Health Insurance Fund Budget, (mil. lei)

	Name
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	 
	P1
	P2
	P3
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	Expenditure, total
	
	
	
	
	 
	 
	 
	 
	 

	Incl. conform program classification
	
	
	
	
	 
	 
	 
	 
	 

	Program 1/Sub-program 1
	
	
	
	
	 
	 
	 
	 
	 

	Program 1 /Sub-program 1…n /Activity 1….n
	
	
	
	
	 
	 
	 
	 
	 

	Program 1/Sub-program 2…n
	
	
	
	
	 
	 
	 
	 
	 

	…
	
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	 
	 
	 
	 
	 


	C. Performance indicators of the programs of the Mandatory Health Insurance Fund

	
	
	Code

	Main Group
	
	

	Group Function
	
	

	Sub-group Function
	
	

	Program
	
	

	Subprogram
	
	


	I. Information on performance of programs/sub-programs

	I.1 Narrative description

	Goal 
	

	Objective (in medium term)
	

	Brief description
	


	I.2 Performance indicators (non-financial)
	Description
	Unit of

measur

ement
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	
	
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	Result
	1.
	 
	
	 
	 
	 
	 
	 

	
	2.
	 
	
	 
	 
	 
	 
	 

	
	3.
	 
	
	 
	 
	 
	 
	 

	Output
	1.
	 
	
	 
	 
	 
	 
	 

	
	2.
	 
	
	 
	 
	 
	 
	 

	
	3.
	 
	
	 
	 
	 
	 
	 

	Efficiency
	1.
	 
	
	 
	 
	 
	 
	 

	
	2.
	 
	
	 
	 
	 
	 
	 

	
	3.
	 
	
	 
	 
	 
	 
	 


	II. Budget programs/sub-programs, mil. lei

	Name
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	P3
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	Expenditure, total 
	 
	
	 
	 
	 
	 
	 

	Including:
	 
	
	 
	 
	 
	 
	 

	     Activity 1
	 
	
	 
	 
	 
	 
	 

	     Activity 2
	 
	
	 
	 
	 
	 
	 

	 
	 
	
	 
	 
	 
	 
	 


Abbreviations: FY-2, FY-1 – Previous fiscal years, FY – present fiscal year (base year), FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
Before submission of the draft Mandatory Health Insurance budget to the Ministry of Finance for review, the Ministry of Health together with the National Company for Medical Insurance shall develop an Informative note that will reflect: 

· Relationship between the Mandatory Health Insurance budget and government health policy;

· Brief description of the programs of the Mandatory Health Insurance Fund, including those funded through transfers from the state budget;

· Underlying assumptions on revenue and expenditure estimates;

· Information on data availability and quality;
· Other relevant information.
Box 4.4 presents the template and structure of the Informative Note which should be used for explaining and justifying the draft Mandatory Health Insurance budget.


Box 4.4
Template for explanation and justification – draft Mandatory Health Insurance budget
	1. Government policy in the sphere of mandatory health insurance

(Description of present and new planned measures in Government policy in the sphere of health insurance. 

2. Summary of programmes

(Structure of  programs, possible links with programs of the Ministry of Health; reference to Document on MTBF forecasts and the related Sector Expenditure Strategy; a short description for each program).

(Reasons must be stated where the provision of performance and other non-financial information is not deemed possible).

3. Underlying assumptions on revenue and expenditure estimates

(Expenditure and revenues estimates, where possible, should also to be properly justified and explained with other volume and price data - for instance, the expected number of beneficiaries of a health insurance scheme and the amount per beneficiary. The assumptions underlying the calculation of revenue and expenditure estimates should be included in the justification. 

4. Data quality

(Discussion on identify internal and external data sources: for instance, (i) whether there are agreed definitions for each indicator; (ii) how data are collected; (iii) whether knowledge exists on the initial capture, the recording of performance data, the processing and the aggregation of performance data; (iv) who is responsible for the initial data collection, processing and aggregation.)


4.3.4 Budgets of Autonomous Territorial Units

Based on the circular of the Ministry of Finance to elaborate draft budgets of ATUs the General Finance Divisions of the ATUs develop and issue methodological norms on the estimation of revenues and expenditure of the budgets of ATU and communicate to budget executors of level I and II. Requirements on format and content of the circular are described in section 4.2.4.
Budget executors shall develop and submit budget proposals / draft budgets to the General Finance Division in accordance with the requirements provided in the Circular on the elaboration of ATU budgets and in compliance with the deadlines for the presentation of information. 

The format for presenting budget proposals and the requirements regarding the volume and quality of information required to accompany the budget proposal of the ATU are similar to the requirements for budget executors financed by the State Budget, as outlined in section 4.3.1. Budget proposals for capital investments are part of the budget proposal and are prepared and presented similarly to the budget proposals for recurrent expenditures.
Planning of revenue and expenditure in the ATU budgets will take into consideration of the following:
· analysis of recent trends in revenues and expenditures;

· fiscal policy objectives and their impact on revenues;
· activities intended to improve tax administration;

· particularities concerning estimation of  inter-budgetary relations between the budgets of level I and II;
· policy and priorities in the area of public expenditures, including sectoral policies concerning expenditure undertaken at the national level.
To estimate the tax base of the ATUs, the General Finance Divisions, as well as the executive authorities of the level I will use a set of forms issued by the Ministry of Finance through the annual circular, which serve as methodological support for preparing revenue estimates in the territory.
To carry out the necessary analyses and estimates of the budget proposals, level I and II budget executors may request relevant information from devolved services of Central Public Authorities in their territory (for instance, statistical data, tax data, sector policies, etc).
Based on the circular (methodological notes) issued by the General Finance Divisions of the ATU, which contain also provisions regarding inter-budgetary relations between budgets of level II and I, the executive authorities of level I shall elaborate medium term forecasts of taxes and fees to be collected within the respective territory, estimates of expenditures to be incurred from the respective budget and financing sources to cover the projected deficit. In the process of preparing estimates of revenues and expenditures, financial services of the level I ATU may request proposals from budget executors in the territory respectively proposals for budget executors which both will include prognoses of budget expenditures necessary to carrying out the functions and tasks of the institution, as well as, when appropriate, estimates of their own revenues. Expenditures will be estimated based upon the average expenditure per annum to be paid to the beneficiary unit for each expenditure category, taking into account the particularities of the expenditure estimates, communicated through detailed methodological notes sent by the General Finance Division of the ATU.

Financial services of the level I ATU will consolidate and analyse the budget proposals of budget executors in their territory, estimate the resource framework, prepare the draft ATU budget of level I, and will submit it for review and coordination to the General Finance Division of the ATU within the deadlines set in the detailed calendar for the preparation of ATU budgets as described in section 2.7.
Respectively, budget executors of level II  will present to the General Finance Division of the ATU within the deadlines established budget proposals for the next fiscal year and estimates for the following two years in accordance with the requirements and methodological norms for estimation of revenues and expenditures as outlined in the circular.
Budget proposals will be accompanied by an informative notes, explanations and justifications of the underlying calculations.

When preparing proposals / draft budgets  budget executors will consult the instructions on the use and application of integrated financial management information system, guidelines on cost estimation, and other relevant instructions. The annual circular on the elaboration of ATU budgets, as issued by the Ministry of Finance, will set specific instructions for preparing and submitting proposals / draft budgets.
Results of the calculations concerning the estimation of the tax base of the ATU (for every individual tax as well as a summary based upon the format and structure of the templates that are included within the set of templates that is attached to the annual circular), as well as proposals / draft budgets of budget executors of Level I and II will be entered by the budget executors in the information system.

The General Finance Division of the ATU shall analyse the proposals / draft budgets of the budget executors of level I and II in terms of compliance of the requirements and procedures and will generate in the information system a synthesis of draft ATU budgets.

Table 4.5 provides the standard format for the submission of the summary of the draft budget by every ATU.

Table 4.5
Summary of draft ATU budget 
	
	
	Code

	Source
	
	

	ATU
	
	


	Name
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	F1-F2
	P1-P3
	Eco
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	REVENUES, total 
	
	
	
	
	
	
	
	
	

	Incl. conform economic classification (k6)
	
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	
	

	EXPENDITURE and ANF, total
	
	
	
	
	
	
	
	
	

	Incl. conform economic classification (k2)
	
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	
	

	DEFICIT (-) / SURPLUS (+)
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	FINANCING SOURCES
	
	
	
	
	
	
	
	
	

	Incl. conform economic classification (k3)
	
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


	Manager             /________________________/   _________________________/

	Head subdivision responsible for budget planning /___________________/_________________/

	Date of submission      _______________________

	


Abbreviations: FY-2, FY-1 – Previous fiscal years, FY – present fiscal year (base year), FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
Following examination of the budget proposals and after the budget hearings, the General Finance Division and respectively the budget executors of level I can adjust the synthesis of draft ATU budgets, and record in the information system two versions of the synthesis of ATU budgets:

i. the version of the local public authority of level I subject to approval by the deliberative and representative authorities;

ii. the version of the General Finance Division that will be taken into account in estimating inter-budgetary relations.

The volume of transfers from the ATU budget of level II to the budget of ATU of level I shall be approved by the General Finance Division and will be taken into account in estimating inter-budgetary relations.
The General Finance Division of the ATU shall submit the synthesis of draft ATU budgets to the Ministry of Finance in accordance with an agreed timetable.

4.4 Analysis of budget proposals / draft budgets and budget hearings

4.4.1 State Budget

The line divisions of the Ministry of Finance shall verify and assess the budget submissions of the Central Public Authorities against the Document on MTBF forecasts and the Circular on elaboration of the draft State Budget and identify any differences. To formalise this process, the line divisions shall use a check list covering all keys aspects of the budget submissions. As guiding point in the analysis the line divisions may use the same dimensions used by the budget institutions during the development of budget proposals and as mentioned in Annex 13.A.
The line divisions may return unjustified budget proposals and/or may require additional information concerning proposals which are insufficiently justified and thus require further justification from the Public Authorities which are being considered. These institutions shall provide the requested information within a number of days as specified by the Ministry of Finance.
Some specific issues related to budget proposals from the central authorities and identified differences in stage of analysis, may be settled during the hearings (discussion) specially organised with participation of the Ministry of Finance and the management of the Central Public Authority. During the hearings, representatives of the Public Authority concerned will present arguments towards the Ministry of Finance. The Ministry of Finance will review the budget proposals as well as their justification and may suggest additional funding options through efficiency savings that could be identified in the budget of the concerned Central Public Authority / budget institution or may propose to re-examine the priorities taking into account the Government's priorities.
Budget hearings and discussions on the proposals / drafts budgets shall be organised according to the following rules:

1. The basis for the hearings shall be the agenda. The agenda shall be prepared by the respective line divisions of the Ministry of Finance and send to the respective public authority. The agenda will include a list of unresolved problems or questions with reference to the proposed budget.
2. The line divisions of the Ministry of Finance shall prepare material for the budget hearing submit them to management of the Ministry of Finance. The materials will include analytical tables and analysis performed to justify the position of the Ministry of Finance.
3. As much as possible, beforehand staff members from the Ministry of Finance and the respective Central Public Authority will communicate informally to avoid misunderstandings.

4. The budget hearing session shall begin with the establishment of the agenda. If, in pressing cases, the representatives of the Central Public Authority believes that additional topics need to be discussed, this shall be proposed as an addition to the agenda upon its adoption at the beginning of the budget hearing.
5. The session of the budget hearing is moderated by the management of the Ministry of Finance. At the session it is necessary that management of the Ministry of Finance and management of the Central Public Authority will participate. In addition, other participants during the session will include – from the side of the Ministry of Finance – heads of directorates of the General Budget Synthesis Department and heads of line divisions, and – from the side of the Central Public Authority – the head responsible for budget planning in the Central Public Authority and other relevant persons. During budget hearings that respective Central Public Authority and the Ministry of Finance will provide pros and cons and try to resolve all outstanding differences.
6. At the beginning of the meeting the Ministry of Finance shall give a brief explanation. It may make suggestions to revise the budget submission if: 
(a) It does not regard it as acceptable in the light of general fiscal policy or the efficient management of government funds; and/or

(b) The amounts included in the draft budget submission are not reasonably corresponding with the policy objectives which the budget is intended to achieve.
7. During the budget hearing senior officials of the Central Public Authority will respond to the issues raised or present its case towards the Ministry of Finance in order to come to an agreement. Senior officials of the Central Public Authority will provide further explanation and clarification on the issues raised by the Ministry of Finance. Explanations and clarifications will be as much as possible substantiated by information and analysis, both in terms of financial and nonfinancial.
8. The budget hearing will focus on strategic issues and will not attempt to address numerous minor expenditure items according to the economic classification or other small issues.
9. New requests for additional resources for new initiatives which have not been proposed before the elaboration of the MTBF will not be discussed during the meeting.
10. Upon completion of the budget hearings a report on the budget hearing (Protocol of agreements and disagreements) which will include the issues raised, decisions taken and the remaining differences with the Ministry of Finance. The Protocol does not have a legal or regulatory status and is merely meant to report on the conclusions of the budget hearing.

11. The Protocol will be prepared by the respective line division of the Ministry of Finance and be signed by representatives of both the Ministry of Finance and the Central Public Authority

12. In principle, the outcome of budget hearing will be reflected into the draft annual budget and the unresolved problems will be included in the Explanatory Note of the draft annual budget law.
13. Major unresolved differences will be discussed during the examination of the draft annual budget by the Government.
The template for the report on the budget hearing, i.e. Protocol of agreements and disagreements, is presented below. 

Box 4.6
Template for the Protocol of agreements and disagreements
	Budget preparation for fiscal year
	

	Date budget hearing
	

	Name Central Public Authority
	

	Chair of the meeting
	

	Participants on behalf of the Central Public Authority
	1.

2.

3.



	Participants from the Ministry of Finance
	1.

2.

3.

	
	

	Main conclusions
	1.

2.

3.

	Agreements reached
	1.

2.

3.

	Outstanding disagreements
	1.

2.

3.

	
	

	Annex: Agenda of the meeting
	

	
	


Besides the budget hearings, the Ministry of Finance shall organise discussions on the draft State Budget with the social partners.

4.4.2 Budget for State Social Insurance

The responsible line division together with the General Budget Synthesis Department of the Ministry of Finance shall examine the draft budget for the State Social Insurance Fund for the next year as well as the estimates for the following two years, taking into consideration of the following aspects:

· Meet the requirements stipulated in the Circular on the elaboration of the draft State Social Insurance budget; 

· Analysis of expenditure and revenue performance of the State Social Insurance Fund in the previous years; 

· Underlying assumptions concerning revenue and expenditure estimates over the medium terms and the link with government priorities and the sector expenditure strategy; 

· Examination of the balance of the State Social Insurance Fund and analysis of the implications for the general resource framework;

· Analysis of transfers from the State Budget; 

· The accuracy of the calculations, etc.

The Ministry of Finance is entitled to return unjustified budget proposals and/or may require additional information concerning proposals which are insufficiently justified and thus require further justification. 

Some specific aspects of the draft budget for the State Social Insurance Fund and any other differences in the established inter-budgetary relations with the State Budget will be resolved in special budget hearings between the Ministry of Finance and the Ministry of Labour, Social Protection and the Family and the National House of Social Insurance. At the hearing senior officials of the Ministry of Labour, Social Protection and the Family, assisted by officials of the National House of Social Insurance, will present its case towards the Ministry of Finance. The Ministry of Finance shall examine the spending proposal in terms of their justification and shall make suggestions or may request to re-assess the draft budget.
Budget hearings on the draft budget for the State Social Insurance Fund shall be held in accordance with procedures described in section 4.4.1.

4.4.3 Budget for Mandatory Health Insurance 

The responsible line division together with the General Budget Synthesis Department of the Ministry of Finance shall examine the draft budget for the Mandatory Health Social Insurance Fund for the next year as well as the estimates for the following two years, taking into consideration of the following aspects:

· Meet the requirements stipulated in the Circular on the elaboration of the draft Mandatory Health Insurance budget; 

· Analysis of expenditure and revenue performance of the Mandatory Health Insurance Fund in the previous years; 

· Underlying assumptions concerning revenue and expenditure estimates over the medium terms and the link with government priorities and the sector expenditure strategy; 

· Examination of the balance of the Mandatory Health Insurance Fund and analysis of the implications for the general resource framework;

· Analysis of transfers from the State Budget; 

· The accuracy of the calculations, etc.

The Ministry of Finance is entitled to return unjustified budget proposals and/or may require additional information concerning proposals which are insufficiently justified and thus require further justification. 

Some specific aspects of the draft budget for the Mandatory Health Insurance Fund and any other differences in the established inter-budgetary relations with the State Budget will be resolved in special budget hearings between the Ministry of Finance and the Ministry of Health and the National Company for Medical Insurance. At the hearing senior officials of the Ministry of Health, assisted by officials of the National Company for Medical Insurance, will present its case towards the Ministry of Finance. The Ministry of Finance shall examine the spending proposal in terms of their justification and shall make suggestions or may request to re-assess the draft budget.
Budget hearings on the draft budget for the Mandatory Health Insurance Fund shall be held in accordance with procedures described in section 4.4.1.

4.4.4 Budgets of Autonomous Territorial Units

Given the principle of financial autonomy of ATU in line with the legislation in force, the review of draft ATU budget by the Ministry of Finance will focus on the following:

· Determining the volume of transfers for level II ATU budgets to balance ATU budgets and level their financial possibilities;

· Consolidation and integration of information regarding ATU budgets in the estimates regarding the national public budget.

Review of draft ATU budgets by the Ministry of Finance

In accordance with the budget calendar the General Finance Division of ATUs shall present the synthesis of draft ATU budgets to the Ministry of Finance.

Forecasts of revenues and sources of financing of ATU budgets, together with accompanying calculations, will be submitted and discussed with the Division responsible for revenue analysis and for macro-fiscal forecasting from the Ministry of Finance. Examined will be the accuracy of revenue base assessment of ATUs and whether the revenue estimates are in line with fiscal policy objectives and will be compared with the estimates of the Ministry of Finance prepared in the context of the MTBF.
The expenditure side of draft ATU budgets is reviewed by the different line divisions of the Ministry of Finance according to their managed. Recurrent expenditures are examined by the line divisions on the basis of the use of expenditure norms and compliance with the policy priorities established at the national level. Expenditure for capital investments will be examined by the Directorate responsible for capital investment, taking into account aspects related to justification of expenditure for capital investments.

The Directorate for ATU budgets shall fully examine the draft budgets of ATUs and estimate inter-budgetary relations between state budget and budgets of the level II ATUs, and shall analyse features of the inter-budgetary relationship between level I ATUs and level II ATUs. 
Requirements to the review process of ATU budgets are similar to those for the State Budget as described in section 4.4.1. The template for the tables for the presentation of the calculations of the draft ATU budget is updated annually and submitted within the framework of the annual circular on the elaboration of draft ATU budgets, issued by the Ministry of Finance. 

After examination and submission of the budget proposals and after the budget hearings, the General Finance Division and respectively the budget executors of level I can adjust the synthesis of draft ATU budgets, and record in the information system two versions of the synthesis of ATU budgets:

iii. the version of the local public authority of level I subject to approval by the deliberative and representative authorities;

iv. the version of the General Finance Division that will be taken into account in estimating inter-budgetary relations.

After examination and presentation within the respective subdivisions of the Ministry of Finance the synthesis of draft ATU budgets as recorded in the information system will be adjusted and a new version will be produced. Therefore, the result of the review of draft ATU budgets by the Ministry of Finance will be two versions of ATU budgets:

i. a version of local public authorities for approval later on;

ii. a version of the Ministry of Finance that will be considered in estimating inter-budgetary transfers.
The Directorate for ATU budgets is responsible for the general coordination, the process of analysing draft ATU budgets, and the organisation of budget hearings with local public authorities. According to the budget calendar, the Ministry of Finance shall organise hearings with level II public authorities regarding the draft ATU budgets, especially with regard to the revenue and expenditure estimates that influence interbudgetary relations. Hearings are held in accordance with procedures described in section 4.4.1. As a result of these discussions, if necessary, the Ministry of Finance and the General Finance Divisions of ATUs will adjust the resource framework and the expenditure and will register the respective version of the draft ATU budgets in the information system. The updated volume of transfers from the State Budget to ATU budgets for level II will be included in the draft annual State budget law.
Consequently, the General Finance divisions shall use the same procedure for adjusting the synthesis of the draft ATU budgets following the review of the draft State Budget law by the Government and subsequent by the Parliament. Respective adjustments to the level II and I draft ATU budgets are performed according to the deadlines as set in the budget calendar.
The process of reviewing the proposals / draft budgets and establishing inter-budgetary relations between the ATU budgets of level I and II will follow the same procedures and methods as for relations with the State Budget.
4.5 Preparation of the Budget Memorandum and draft Annual Budget Laws

The budget documentation shall include:

· Budget Memorandum – which presents a medium-term outlook of the national public budget and which is elaborated by the Ministry of Finance with contributions of other responsible public authorities;

· Draft annual budget laws - provides specific rules for managing each component of the national public budget and includes drafts budgets for the following year. The State Budget is elaborated by the Ministry of Finance; the State Social Insurance Fund budget by the Ministry of Labour, Social Protection, and the Family;, and the Mandatory Health Insurance Fund Budget by the Ministry of Health.

The structure and format for each document is described below.

4.5.1 Budget Memorandum

Definition
The Budget Memorandum is a document which establishes the budgetary-fiscal policy objectives of the Government in the medium-term perspective and analysis the financial impact of these of the National Public Budget. It presents an analysis of the recent economic developments, the trends in the medium term and the impact on budgets. Moreover, the Memorandum provides a comprehensive overview of the National Public Budget and its components in a medium term perspective. 
The Budget Memorandum is prepared every year in the context of the budget documentation and shall be accompanied by the draft annual budget law for every budget considered.
Structure of the Budget Memorandum

The Ministry of Finance together with contributions of the other responsible public authorities shall elaborate the draft Budget Memorandum and submit it to the Government for approval.
The format of the Budget Memorandum is presented in the Box below.

Box 4.6
Format and structure of the Budget Memorandum

	I: Introduction and purpose of the Budget Memorandum

II: Recent economic and social developments
(This Section will outline the recent economic developments and the consequences for Moldova)

.

1. World economic growth, inflation, consumption, current account, capital formation, incl. Foreign Direct Investment

· Table: GDP, Inflation, Exchange rates of major currencies, trade balance indicators : all for the previous year (FY-1), expected developments for the present year ( FY), and projections for the next year (FY+1, FY+2, FY+3) (cf. table in Chapter 3)

2. Economic developments:

· Developments in the previous year (FY-1), expected developments for the present year ( FY), and projections for the medium term (FY+1, FY+2, FY+3)
· Main risks in the prognoses and possible scenarios

III: Main Policy Priorities 

(This Section will include a brief description of the main policy priorities concerning revenue policy and expenditure policy in certain sectors and programmes for the next fiscal year and the two following years and their financial impact. It will touch upon concrete activities which shall be undertaken in order to realise the policy priorities set for the next fiscal year.)
1. Principles behind the policy priorities 

2. Brief description and explanation of priorities for  the next fiscal year (FY+1) and actions envisaged

3. Summary table of new policy priorities containing:

· Description of major expenditure and revenue measures and their contribution to realisation of policy objectives of the Government
· Estimates of their budgetary impact in the medium term
IV: National Public Budget

(This section will provide details on the fiscal framework, developments in revenue and spending according to components of the National Public Budget, functional and economic classification. It will contain Summary Tables and will refer to detailed Tables in the Annual Budget Laws.)

1. Macro-fiscal framework:

· Revised and updated projections in Budget documentation

· Main Summary Table: Nominal and % of GDP: Revenue, Expenditure, Budget deficit/surplus, Debt (cf. table in Chapter 3)

2. Public revenues
· Analysis of revenue collection in the current year (FY) and expected outcome + brief explanation

· Revenue projections for the next fiscal year (FY) and the following two years + concise explanation
3. Public expenditures

· Components of National Public Budget (Brief description, main budget indicators, structure, main chances compared to previous year)
· State Budget

· Budget for State Social Insurance

· Budget for Mandatory Health Insurance

· ATUs’ budgets

· Economic classification: (main categories of economic classification concerning expenditures)
· Wages  – Brief description state employment / staffing policy (total, no staff and average remuneration)

· Capital – Brief description, main priorities in the area of capital investment
· Functional classification

· Brief description of the functional structure of expenditure, giving focus to those  sectors receiving special attention in the next fiscal year

4. Government deficit/surplus and financing need

· Brief description and assumptions concerning the balance of the national public budget and financing, including by component of the national public budget
· Table: Time series including the current year (FY) and estimates for the medium term (in nominal terms and % of GDP)
5. Government debt

· Summary of policy objectives concerning state debt (structure per type of creditor, future assumptions)
· Table: Time series including the current year (FY) and estimates for the medium term (in nominal terms and % of GDP)

· Table: Maturity debt instruments

V: Public Finance Management Reforms

(This section will summarise briefly progress in implementing Public Finance Management Reforms and indicates the activities for the forthcoming fiscal year.)

1. Summary of Public Finance Management reforms envisaged

2. Planned reform actions in the next fiscal and important implications

VI: Brief Overview State Budget

(This section will summarise briefly the new policy initiatives within the State Budget, and will describe expenditure developments in certain priority sectors.)

1. Main policy priorities and policy measures and their implications for the budget
2. Summary of resource framework and expenditures

VII: Brief Overview Financial relations with ATUs 
(This section will summarise briefly the Consolidated revenue and expenditure of the ATUs, and will describe particularities in intergovernmental fiscal relations)

1. Expenditure in ATUs budgets
2. Revenues in ATUs budgets
3. Interbudgetary relations between the State Budget and ATUs budgets

4. Revenue sharing

5. Intergovernmental grants

VIII: Brief Overview Mandatory Health Insurance Fund

(This section will summarise briefly the revenue and expenditure of the Mandatory Health Insurance Fund and will refer to the separate Budget Law that will be submitted with this Budget Memorandum.)

1. Reference to the relevant budget law
2. Main policy priorities and policy measures and their budgetary implications
3. Summary of resource framework and expenditure

IX: Brief Overview State Social Insurance Fund
(This section will summarise briefly the revenue and expenditure of the State Social Insurance Fund and will refer to the separate Budget Law that will be submitted with this Budget Memorandum.)

1. Reference to the relevant budget law

2. Main policy priorities and policy measures and their budgetary implications

3. Summary of resource framework and expenditure

X: Fiscal risks

(In this section the major types of contingent liabilities include guarantees, legal disputes, etc. will be disclosed and briefly described.)

1. Summary of total contingent liabilities

2. Brief description of the nature of the contingent liabilities




The draft Memorandum shall also include remaining summary outstanding issues that have not yet been resolved in the budget hearings as well as the recommendations of the Ministry of Finance concerning these proposals.

The Ministry of Finance shall update the Budget Memorandum and the draft Annual State Budget law if changes have been made by the Government after discussion of the draft budget documentation in the Government meeting.

The Government shall approve the Budget Memorandum together with the draft budget laws. It will be submitted together with the draft budget law to the Parliament. The Budget Memorandum is presented to the Parliament as information material as it forms the focal basis for political debate about the draft annual budgets in the Parliament.

The Ministry of Finance shall notify the local public authorities about the contents of the Budget Memorandum and communicate changes in inter-budgetary relations as a result of review of the draft State Budget by the Government.
Annexes and Tables

The budget memorandum is accompanied by a number of explanatory tables that will provide detailed information on the trends of revenues and expenditures for medium term. 

Below is presented the format of main tables aimed at presenting the resource envelope by every component of the National Public Budget.


Table 4.6
Template for presenting the resource framework per component of the National Public Budget (mil. lei, % of GDP, % of total)
	Indicators
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	Eco
	Actual
	Actual
	Approved
	Expected
	Budget
	Estimate
	Estimate

	
	
	
	
	
	
	
	
	

	I. Revenues, total
	1
	
	 
	 
	
	 
	 
	 

	Including by economic classification (K2)
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	II. Expenditures and non financial assets
	2+3
	
	 
	 
	
	 
	 
	 

	Including by economic classification (K2)
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	III. Deficit
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	IV. Financing
	4+5
	
	 
	 
	
	 
	 
	 

	Financial assets
	4
	
	
	
	
	
	
	

	     Cash 
	412
	
	
	
	
	
	
	

	     Granted internal loans
	414
	
	
	
	
	
	
	

	     Shares and other forms of participation 

     in domestic equity and privatization
	415
	
	
	
	
	
	
	

	Liabilities 
	5
	
	
	
	
	
	
	

	  Internal liabilities 
	51
	
	
	
	
	
	
	

	     VMS issued by the Government
	513
	
	
	
	
	
	
	

	     Contracted internal loans
	514
	
	
	
	
	
	
	

	  External liabilities 
	52
	
	
	
	
	
	
	

	     VMS issued on external market
	523
	
	
	
	
	
	
	

	     External loans 
	524
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY-2, FY-1 – Previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
4.5.2 Annual State Budget Law

Along with the elaboration of the Budget Memorandum, the Ministry of Finance shall develop and submit the draft State Budget law for the next fiscal year and estimates for the following two years. 

The presentation format for the Annual State Budget Law will comprise: 
(i) Draft Government Decision on approving the draft State Budget law for the next year.
(ii) The draft State Budget law for the next year, which contains:

· Provisions on approval of the main indicators of the State Budget, such as revenues, expenditures, deficit / surplus and financing;

· Specific provisions on the application of certain types of taxes, tax breaks and other specific provisions concerning revenues;

· Specific provisions on the management of state budget expenditure, in particular of priority expenditure, such as salaries, capital investments, etc.;

· Provisions concerning the approval of the limits on the state debt;

· Provisions concerning the relations between the State Budget and local budgets;

· Any other specific conditions of management of the State Budget for the respective fiscal year.

· Annexes to the Law providing details on the structure of revenues and expenditures in the State Budget, expenditure programs of Central Public Authorities, capital investment, and other relevant information. The annexes to the draft State Budget law will include the indicators proposed for approval for the next fiscal year and projections for the following two years. The annexes may include both financial as well as non-financial information, which require approval through the annual State Budget law. 

(iii) An Informative Note that presents a brief description of the evolution and structure of the State Budget for the next fiscal year. The Informative Note can provide information on a medium-term perspective in accordance with the appropriate text in the Budget Memorandum. In general the structure of the Information Note will include: 

· Introduction, which includes references to the legal framework which stipulates the elaboration of the annual budget for the State budget;

· The macroeconomic context, which presents summary information on recent developments and forecast of key macroeconomic indicators that form the basis of the annual budget estimates;

· A summary analysis of the performance of the National Public Budget expected for the current fiscal year and the next fiscal year both in terms of revenues and expenditures;

· A summary analysis of the performance of the State budget expected for the current fiscal year and the next fiscal year both in terms of revenues and expenditures;

· Explanations of the revenue and expenditure estimates for the next fiscal year (in terms of % of National Public Budget, % of the total of the State budget); 

· Description of changes from the previous year (deviations + / -) and the factors that have influenced these deviations;

· New policy measures included in the draft budget law and their financial impact;

· Description of the relation between the State budget and other components of the National Public Budget , in particular the volume and structure of transfers from the State budget;

· Description of the expenditure programs of Central Public Authorities funded from the State budget, and explanations of their performance from a medium-term perspective;

· Tables and Annexes, which provide additional information relevant to the justification of the draft annual State budget law.
Box 4.7 lists the Annexes to the annual State budget law and the relevant tables in the Informative Note. Annually this list may be supplemented with other relevant annexes. The templates of the Annexes and the tables are provided in Annex 4.A.


Box 4.7
Annexes to the Annual State budget law and tables in the Informative Note

	
	Annexes to the Annual State Budget Law 

	Annex 1
	General indicators on the State Budget conform economic classification

	Annex 2
	Revenues in the State Budget conform economic classification

	Annex 3
	Expenditures in the State Budget by Central Public Authority conform program and economic classifications

	Annex 4
	Expenditure in the State Budget by Central Public Authority according to functional classification

	Annex 5
	Capital investment in the State Budget by Central Public Authority

	Annex 6
	Capital investment projects of Local Public Authorities financed from the State Budget 

	Annex 7
	Budgets of autonomous institutions included in the State Budget

	Annex 8
	Transfers from the financial support fund to ATUs

	
	Tables in the Informative Note

	Table 1
	Structure of the State Budget conform economic classification (% of total, deviation +/-)

	Table 2
	Structure of revenues in the State Budget conform economic classification (% of total, deviation +/-)

	Table 3
	Structure of expenditures in the State Budget conform economic classification (% of total, deviation +/-)

	Table 4
	Structure of expenditures in the State Budget conform economic classification (% of total, deviation +/-)

	Table 5
	Expenditures of Central Public Authorities funded from the State Budget in terms of programs and performance

	Table 6
	Summary of project funded from external sources, included in the State Budget

	Table 7
	Distribution of capital investment in the State Budget by Central Public Authority, by project

	Table 8
	Distribution of capital investment in the State Budget by Local Public Authority, by project

	
	


4.5.3 Annual Budget Law for State Social Insurance Fund

Along with the presentation of information necessary for the elaboration of the Budget Memorandum, the Central Public Authority responsible for state social insurance shall develop and submit to the Government the draft Budget law for the State Social Insurance Fund for the next fiscal year and estimates for the following two years. 

The presentation format for the annual budget for the State Social Insurance Fund will comprise: 

(i) Draft Government Decision on approving the draft Budget law for the next year.
(ii) The draft Budget law for the State Social Insurance Law for the next year, which contains:

· Provisions about the approval of the main indicators for the State Social Insurance Fund, such as revenues, expenditures, deficit/surplus and financing sources; 

· Specific provisions on the calculation and payment of social security contributions by different categories of contributors; 

· Specific provisions on the size, organisation and payment of social benefits;

· Specific provisions of the management of the State Social Insurance budget;

· Annexes to the Law providing details on the structure of revenues and expenditure programs, the underlying assumptions of the calculation of transfers and of the social insurance contributions, etc.  The annexes to the draft Budget law for the State Social Insurance Fund will include the indicators proposed for approval for the next fiscal year and projections for the following two years. The annexes may include both financial as well as non-financial information, which require approval through the annual Budget law for the State Social Insurance Fund. 

(iii) An Informative Note that presents a brief description of the specifics of the State Social Insurance budget for the next fiscal year and provides information on a medium-term perspective in accordance with the appropriate text in the budget memorandum. The structure of the Informative Note will include:
· Introduction, which includes references to the legal framework which stipulates the elaboration of the annual budget for the State Social Insurance Fund;

· A summary analysis of the performance of the State Social Insurance budget expected for the current fiscal year both in terms of revenues and expenditures;

· Explanations of the revenue and expenditure estimates for the for the next fiscal year (in terms of % of National Public Budget, % of the total of the State Social Insurance budget); 

· Description of changes from the previous year (deviations + / -) and the factors that have influenced these deviations;

· New policy measures included in the draft budget law and their financial impact;

· Description of the relation between the State Social Insurance Fund and other elements of the budget system, in particular the volume of transfers from the State Budget;

· Description of the spending programs of the State Social Insurance budget and explanations on the number of beneficiaries, the structure and volume of social benefits (or changes in the list of social benefits) which are covered by the State Social Insurance budget for the next fiscal year;

· Tables and Annexes, which provide additional information relevant to the justification of the draft annual State Social Insurance budget.

Box 4.8 presents the Annexes to the annual budget law for State Social Insurance Fund and the relevant tables in the Informative Note. Annually this list may be supplemented with other relevant annexes. The templates of the Annexes and the tables are provided in Annex 4.B.


Box 4.8
Annexes to the Annual budget law for the State Social Insurance Fund and tables in the Informative Note

	
	Annexes to the Annual Budget Law for the State Social Insurance Fund

	Annex 1
	Synthesis of the SSIF budget conform economic classification

	Annex 2
	Expenditure Programs of the State Social Insurance Fund

	Annex 3
	Categories of contributors and contribution rates for State Social Insurance

	
	Tables in the Informative Note

	Table 1
	Structure of SSIF conform economic classification (% of total, deviation +/-)

	Table 2
	Structure of the State Social Insurance Fund by expenditure programs (% of total, deviation +/-)

	Table 3
	Description of State Social Insurance Fund expenditure in terms of programs and performance

	Table 4
	Information concerning the social benefit schemes  

	Table 5
	Information concerning the number of beneficiaries and average size of benefits

	Table 6
	Expenditure on maintenance and personnel of the National House for Social Insurance

	
	


4.5.4 Annual Budget Law for the Mandatory Health Insurance Fund

Along with the presentation of information necessary for the elaboration of the Budget Memorandum, the Central Public Authority responsible for the health sector shall develop and submit to the Government the draft Budget law for the Mandatory Health Insurance Fund for the next fiscal year and estimates for the following two years. 

The presentation format for the annual budget for the Mandatory Health Insurance Fund will comprise: 

(i) Draft Government Decision on approving the draft Budget law for the next year.
(ii) The draft Budget law for the Mandatory Health Insurance Law for the next year, which contains:

· Provisions about the approval of the main indicators for the Mandatory Health Insurance Fund, such as revenues, expenditures, deficit/surplus and financing sources; 

· Provisions on the size of mandatory health insurance premiums for different categories; 

· Specific provisions of the management of the Mandatory Health Insurance Fund budget. 

· Annexes to the Law providing details on the structure of revenues and expenditure programs, etc.  The annexes to the draft Budget law for the Mandatory Health Insurance Fund will include the indicators proposed for approval for the next fiscal year and projections for the following two years. The annexes may include both financial as well as non-financial information, which require approval through the annual Budget law for the Mandatory Health Insurance Fund. 

(iii) An Informative Note that presents a brief description of the specifics of the Mandatory Health Insurance Fund budget. The Information Note can provide information on a medium-term perspective in accordance with the appropriate text in the budget memorandum. In general the structure of the Information Note will include: 

· Introduction, which includes references to the legal framework which stipulates the elaboration of the annual budget for the Mandatory Health Insurance Fund;

· A summary analysis of the performance of the Mandatory Health Insurance Fund expected for the current fiscal year both in terms of revenues and expenditures;

· Explanations of the revenue and expenditure estimates for the for the next fiscal year (in terms of % of National Public Budget, % of the total of the Mandatory Health Insurance Fund budget); 

· Description of changes from the previous year (deviations + / -) and the factors that have influenced these deviations;

· New policy measures included in the draft budget law and their financial impact;

· Description of the relation between the Mandatory Health Insurance Fund and other elements of the budget system, in particular the volume of transfers from the State Budget;

· Description of the spending programs of the Mandatory Health Insurance Fund and explanations on the structure and volume of health services (or changes in the list of services) which are covered by Mandatory Health Insurance Fund expenditures for the next fiscal year;

· Tables and Annexes, which provide additional information relevant to the justification of the draft annual budget for the Mandatory Health Insurance Fund.

Box 4.9 presents the Annexes to the annual budget law for Mandatory Health Insurance Fund and the relevant tables in the Informative Note. Annually this list may be supplemented with other relevant annexes. The templates of the Annexes and the tables are provided in Annex 4.C.


Box 4.9
Annexes to the Annual budget law for the Mandatory Health Insurance Fund and tables in the Informative Note

	
	Annexes to the Annual Budget Law for the Mandatory Health Insurance Fund

	Annex 1
	Synthesis of the budget for the Mandatory Health Insurance Fund conform economic classification

	Annex 2
	Expenditure programs of the Mandatory Health Insurance Fund

	
	Tables in the Informative Note

	Table 1
	Structure of MHIF conform economic classification (% of total, deviation +/-)

	Table 2
	Structure of MHIF by expenditure programs (% of total, deviation +/-)

	Table 3
	Description of MHIF expenditure in terms of programs and performance

	Table 4
	Expenditure on maintenance and personnel of the National Medical Insurance Company

	
	


The templates of the tables are provided in Annex 4.C.

4.5.5 Local Governments (ATU) Budgets

Draft budgets of ATUs of level I and II are elaborated separately by the executive authorities of the ATUs of level I and II.

Executive authorities of ATU of level I or II shall present, through a provision, the draft ATU budget for the next year and projections for the following two years for examination and approval to the representative and deliberative authorities according to the deadlines set in the calendar for the elaboration of ATU budgets.
Draft ATU budgets will be submitted to the representative and deliberative authorities for approval and includes:
a. The draft decision of the representative and deliberative authorities concerning budget approval; 

b. Annexes to the draft decision that will comprise: 

· Revenues and expenditures of the respective budget; 

· Special means envisaged to be received in the ATU budget, including classification of the work and volume of fees for services rendered by public institutions,  which financed from the ATU budget respectively;

· Special funds; 
· Types and rates of local taxes to be collected in the respective budget (only level I ATU);

· Norms for the breakdown of state revenues in ATU budgets (only level II ATUs);

· Transfers from level II ATUs to level I ATUs (only level II ATU);

· Summary of capital investments in ATU budgets, including those on account of transfers from the State Budget;
· Effective limit on the number of staff  from public institutions funded from the respective budget; 
· Other additional data necessary for the elaboration of the draft ATU budget; 

c. Informative note to the draft ATU budget. 

Box 4.10 lists the main annexes to the annual budget of the ATU and the relevant explanatory tables. This list can be supplemented with other relevant information at the discretion of local authorities. The annexes will reflect the indicators proposed for approval for the next fiscal year and projections for the next two years. The formats of the tables are contained in Appendix 4.D.


Box 4.10
Annexes to the Annual budget law for ATUs and tables in the Informative Note

	
	Annexes to the Annual Budget of Autonomous Territorial Units

	Annex 1
	General indicators of ATU budget conform economic classification

	Annex 2
	Revenues in ATU budget conform economic classification

	Annex 3
	Expenditures in ATU budget according to functional classification

	Annex 4
	Normative breakdowns of the general state revenues for the budget of level I ATUs (only in case of level II ATUs)

	Annex 5
	Transfers from the budget of level II ATU to the budget of level I ATUs (only in case of level II ATUs)

	Annex 6
	Summary of capital investment in ATU budget

	Annex 7
	Nomenclature of work and size of fees for services rendered against payment of public institutions, funded from the ATU budget

	Annex 8
	Effective limit on staff of public institutions financed from the ATU budget

	
	Tables in the Informative Note

	Table 1
	Structure of ATU budget conform economic classification (% of total, deviation +/-)

	Table 2
	Structure of ATU budget expenditure conform the functional classification (% of total, deviation +/-)

	
	


4.6 Submission and approval of the Annual Budget Laws

4.6.1 Submission and approval of the Annual Budgets

The Government shall submit the draft Annual State Budget Law to the Parliament in accordance with the Public Financial Management and Accountability Law as well as any additional procedures that the Parliament may have imposed. During the parliamentary hearings, the Ministry of Finance shall ascertain any changes and will update the State Budget Law accordingly and shall finalise the State Budget Law.

The Government shall examine the Budget Memorandum together with the draft budget laws of the State Budget, the State Social Insurance Fund and the Mandatory Health Insurance Fund. At a special meeting of the Government the Minister of Finance and the Ministers respectively responsible for the State Social Insurance Fund and the Mandatory Health Insurance Fund will report on the draft budget laws.

At the request of the Government, Central Public Authorities responsible for the elaboration of the respective budgets shall provide information or additional explanation. In the process of discussion decisions will be taken concerning the outstanding differences which arose during the phase of the development of the draft laws.
The Government shall decide on the approval of the annual budget law or require the inclusion of amendments to the annual draft laws and the Budget Memorandum. Following the decisions taken, Central Public Authorities responsible for the elaboration of the respective budgets shall adjust the draft laws. The Government shall issue a draft decision approving the draft annual budget law and the presentation of these to the Parliament.

4.6.2 Review and adoption of annual budget laws by Parliament

The Government shall present to the Parliament the draft budget laws on the State Budget, the State Social Insurance Fund and the Mandatory Health Insurance Fund  within the deadlines set, accompanied by informative notes and the Budget Memorandum. The detailed timetable for drafting the budgets is described in section 2.3 of this Unified Set.

Review of the annual budgets by Parliament will take place both in parliamentary committees as well as during plenary sessions of Parliament.

Standing Committees of Parliament shall examine the draft annual budget law and will present their opinions to the Committee for budget and finance. On the basis of the opinions of the standing committees and on the basis of its own review, the Committee for budget and finance shall prepare a report and a list of recommendations concerning the draft annual budget laws and shall submit them to Parliament on the date established for this.
The Parliament shall examine the draft annual budget laws, usually in three readings.


· During the first reading, the Parliament will hear the report of the Government and co-report of the Committee for budget and finance on the respective draft annual budget laws and discuss the main directions of budgetary and fiscal policy outlined in the Budget Memorandum and the basic concepts of the draft budgets.

· During the second reading, the Parliament shall examine the main indicators of the budget - revenues, expenditures and deficit or surplus, and their composition.

· During the third reading, the Parliament shall examine the detailed allocations for public authorities, discuss the spending priorities and consider other details of the annual budget laws.

The annual budget laws may be adopted in the second reading, provided the further examination of issues during the third reading.

During the parliamentary hearings in plenary sessions of the Parliament, the Ministry of Finance and respectively the Central Public Authorities responsible for the State Social Insurance Fund and the Mandatory Health Insurance Fund identifies all proposed changes and finalize correspondingly the respective budget laws.
4.6.3 Review and approval of ATU budgets

Representative and deliberative authorities of ATUs of level I and II shall review the respective draft budgets in two hearings and adopt these in accordance with the deadlines set in the detailed calendar for the elaboration of ATU budget, as described in section 2.6 of this Unified Set.

During the first hearing, representative and deliberative authority analyses and examines the report of the executive authority regarding the draft budget, review and approve the total volume of revenues and expenditures of the respective budget. 

In the second hearing representative and deliberative authority reviews: 

a. Structure of revenues; 

b. Expenditures, structure and purpose; 

c. Budget balance and sources of financing; 

d. Norms for the breakdown of state revenues in ATU budgets (only level II ATUs);

e. Transfers from level II ATUs to level I ATUs (only level II ATU);

f. The amount of the reserve fund (if that is formed under the legislation in force)

g. Special funds; 

h. Expenditures to be funded as a priority; 

i. Effective limits on the number of staff  from public institutions funded from the budget;
j. Summary of capital investments in ATU budgets, including those on account of transfers from the State Budget;
k. Other additional data considered to be relevant for the approval of the draft budget.

Representative and deliberative authority of level I ATUs shall approve the respective budgets at an interval not exceeding five days after approval of the budget of level II ATUs. 

During 10 days from the approval of level I and level II ATU budgets, the executive authority of level I and II ATUs submit a copy of the decision on approving the ATU budgets as well as the approved budgets to the General Finance Divisions for consolidation.   

Consequently, the General Finance Division shall submit a synthesis of the approved ATU budgets to the Ministry of Finance for consolidation in the National Public Budget.  

During a maximum of 30 days from the date of publishing the State Budget Law, executive authorities of level I and II ATUs shall perform the necessary adjustments in the ATU budgets in order to bring those in line with the provisions of the approved annual State Budget law.

Annex 4.A: Templates Annual State Budget Law

Annexes to the Law

	
	Annexes to the Annual State Budget Law 

	Annex 1
	General indicators on the State Budget conform economic classification

	Annex 2
	Revenues in the State Budget conform economic classification

	Annex 3
	Expenditures in the State Budget by Central Public Authority conform program and economic classifications

	Annex 4
	Expenditures in the State Budget by Central Public Authority conform functional classification

	Annex 5
	Capital investment in the State Budget by Central Public Authority

	Annex 6
	Capital investment projects of Local Public Authorities financed from the State Budget 

	Annex 7
	Budgets of autonomous institutions included in the State Budget

	Annex 8
	Transfers from the financial support fund to ATUs

	
	


	Annex 1. General indicators on the State Budget conform economic classification

	
	
	mil. lei
	
	

	Indicators
	Code
	FY+1
	FY+2
	FY+3

	
	
	Budget
	Estimate
	Estimate

	Revenues
	1
	 
	
	

	Expenditure and non-financial assets
	2+3
	 
	
	

	Deficit
	1-(2+3)
	 
	
	

	Financing (K3)
	4+5
	 
	
	

	Incl. conform economic classification, k3
	 
	 
	
	

	…
	 
	 
	
	

	…
	 
	 
	
	

	 
	 
	 
	
	


Note: FY+1 - next year for which the new budget is developed, FY+2 and FY+3 - years which follow the year for which the budget is elaborated

	Annex 2. Revenues in the State Budget conform economic classification

	
	
	mil. lei
	
	

	Indicators
	Code
	FY+1
	FY+2
	FY+3

	
	Eco k4
	Budget
	Estimate
	Estimate

	Revenues,  (K4)
	1
	 
	
	

	Tax revenues (111,114,115)
	11
	 
	
	

	……..
	 
	 
	
	

	Grants (131, 132, 133, 134)
	13
	 
	
	

	….
	 
	 
	
	

	Non-tax revenues  (141, 142, 143, 144)
	14
	 
	
	

	…
	 
	 
	
	

	 
	 
	 
	
	


Note: FY+1 1 - next year for which the new budget is developed, FY+2 and FY+3 - years which follow the year for which the budget is elaborated
	Annex 3. Expenditures in the State Budget by Central Public Authority conform program and economic classifications

	
	
	mil. lei
	

	Indicators
	Code 
	FY+1
	FY+2
	FY+3

	
	
	Budget
	Estimate
	Estimate

	Expenditure
	
	
	
	

	Recurrent expenditures
	(2+3)-319
	 
	
	

	Personnel expenditure
	21
	 
	
	

	Capital investments 
	319
	 
	
	

	Central Public Authority 1
	 
	 
	
	

	Recurrent expenditures
	(2+3)-319
	 
	
	

	Personnel expenditure
	21
	 
	
	

	Capital investments 
	319
	 
	
	

	Sector 1
	7
	 
	
	

	Program /subprogram 1
	8004
	 
	
	

	Program /subprogram 2…n
	8005
	 
	
	

	Sector 2
	9
	 
	
	

	Program /subprogram 1
	8804
	 
	
	

	Program /subprogram 2…n
	8805
	 
	
	

	Central Public Authority 2
	 
	 
	
	

	Recurrent expenditures
	(2+3)-319
	 
	
	

	Personnel expenditure
	21
	 
	
	

	Capital investments 
	319
	 
	
	

	Sector 1
	7
	 
	
	

	Program /subprogram 1
	8004
	 
	
	

	Program /subprogram 2…n
	8005
	 
	
	

	Sector 2
	9
	 
	
	

	Program /subprogram 1
	8804
	 
	
	

	Program /subprogram 2…n
	8805
	 
	
	


Note: FY+1 - next year for which the new budget is developed, FY+2 and FY+3 - years which follow the year for which the budget is elaborated
	Annex 4. Expenditures in the State Budget by Central Public Authority conform functional classification

	
	
	
	
	
	
	
	mil. lei
	
	
	

	
	
	FY+1 
	Budget
	
	FY+2 
	Estimate
	
	FY+3
	estimate
	

	Indicators
	Code
	
	Including:
	
	Including:
	
	Including:

	 
	Org1
	F k3
	Total
	General revenues
	Own revenues
	Total
	General revenues
	Own revenues
	Total
	General revenues
	Own revenues

	CPA 1
	 
	 
	 
	 
	 
	
	
	
	
	
	

	Sector 1
	 
	 
	 
	 
	 
	
	
	
	
	
	

	Sector 2...n
	 
	 
	 
	 
	 
	
	
	
	
	
	

	 
	 
	 
	 
	 
	 
	
	
	
	
	
	

	CPA 2
	 
	 
	 
	 
	 
	
	
	
	
	
	

	Sector 1
	 
	 
	 
	 
	 
	
	
	
	
	
	

	Sector 2...n
	 
	 
	 
	 
	 
	
	
	
	
	
	

	....
	 
	 
	 
	 
	 
	
	
	
	
	
	

	CPA N
	 
	 
	 
	 
	 
	
	
	
	
	
	

	Sector 1
	 
	 
	 
	 
	 
	
	
	
	
	
	

	Sector 2...n
	 
	 
	 
	 
	 
	
	
	
	
	
	


Note: FY+1 - next year for which the new budget is developed, FY+2 and FY+3 - years which follow the year for which the budget is elaborated
	Annex 5. Capital investment in the State Budget by Central Public Authority

	
	
	
	
	
	
	
	mil. lei
	
	
	

	
	
	FY+1 
	Budget
	
	FY+2 
	Estimate
	
	FY+3
	Estimate
	

	Indicators
	Code
	
	Including source:
	
	Including source:
	
	Including source:

	 
	Org1
	F k3
	Total
	Internal
	External
	Total
	Internal
	External
	Total
	Internal
	External

	CPA 1
	 
	 
	 
	 
	 
	
	
	
	
	
	

	Sector 1
	 
	 
	 
	 
	 
	
	
	
	
	
	

	Project 1
	
	
	
	
	
	
	
	
	
	
	

	Project 2
	
	
	
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	
	
	
	

	Sector 2...n
	 
	 
	 
	 
	 
	
	
	
	
	
	

	Project 1
	
	
	
	
	
	
	
	
	
	
	

	Project 2
	
	
	
	
	
	
	
	
	
	
	

	…
	 
	 
	 
	 
	 
	
	
	
	
	
	

	CPA 2
	 
	 
	 
	 
	 
	
	
	
	
	
	

	Sector 1
	 
	 
	 
	 
	 
	
	
	
	
	
	

	Project 1
	 
	 
	 
	 
	 
	
	
	
	
	
	

	Project 2
	 
	 
	 
	 
	 
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	
	
	
	

	Sector 2
	
	
	
	
	
	
	
	
	
	
	

	Project 1
	
	
	
	
	
	
	
	
	
	
	

	Project 2
	
	
	
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	
	
	
	

	CPA N
	 
	 
	 
	 
	 
	
	
	
	
	
	

	…
	 
	 
	 
	 
	 
	
	
	
	
	
	

	
	 
	 
	 
	 
	 
	
	
	
	
	
	


Note: FY+1 - next year for which the new budget is developed, FY+2 and FY+3 - years which follow the year for which the budget is elaborated 
	Annex 6. Capital investment projects of Local Public Authorities financed from the State Budget 

	
	
	
	mil. lei
	

	Indicators
	Code 
	FY+1
	FY+2
	FY+3

	
	
	Budget
	Estimate
	Estimate

	Local Public Authority 1
	 
	 
	
	

	Sector 1
	 
	 
	
	

	   Project 1
	 
	 
	
	

	   Project 2
	 
	 
	
	

	   ……
	 
	 
	
	

	Sector 2
	 
	 
	
	

	   Project 1
	 
	 
	
	

	   Project 2
	 
	 
	
	

	Local Public Authority 2
	 
	 
	
	

	   …
	 
	 
	
	


Note: FY+1 - next year for which the new budget is developed, FY+2 and FY+3 - years which follow the year for which the budget is elaborated
	Annex 7. Budgets of autonomous institutions included in the State Budget

	
	
	mil. lei
	
	

	Institution
	Code 
	FY+1
	FY+2
	FY+3

	
	Org1
	Budget
	Estimate
	Estimate

	…
	 
	 
	
	

	…
	 
	 
	
	

	 
	 
	 
	
	


Note: FY+1 - next year for which the new budget is developed, FY+2 and FY+3 - years which follow the year for which the budget is elaborated
	Annex 8. Transfers from the financial support fund to ATUs

	
	
	
	
	mil. lei
	
	

	
	
	FY+1 Budget
	FY+2 Estimate
	FY+3 estimate

	ATU
	Code 
	Total
	Including for capital investments
	Total
	Including  for capital investments
	Total
	Including for capital investments

	ATU 1
	 
	 
	 
	
	
	
	

	 
	 
	 
	 
	
	
	
	

	ATU 2
	 
	 
	 
	
	
	
	

	 
	 
	 
	 
	
	
	
	

	ATU 3
	 
	 
	 
	
	
	
	

	 
	 
	 
	 
	
	
	
	

	…
	 
	 
	 
	
	
	
	

	 
	 
	 
	 
	
	
	
	


Note: FY+1 - next year for which the new budget is developed, FY+2 and FY+3 - years which follow the year for which the budget is elaborated 

Tables in the Informative Note

	
	Tables in the Informative Note

	Table 1
	Structure of the State Budget conform economic classification (% of total, deviation +/-)

	Table 2
	Structure of revenues in the State Budget conform economic classification (% of total, deviation +/-)

	Table 3
	Structure of expenditures in the State Budget conform functional classification (% of total, deviation +/-)

	Table 4
	Structure of expenditures in the State Budget conform economic classification (% of total, deviation +/-)

	Table 5
	Expenditures of Central Public Authorities funded from the State Budget in terms of programs and performance

	Table 6
	Summary of projects funded from external sources, included in the State Budget

	Table 7
	Distribution of capital investment in the State Budget by Central Public Authority, by project

	Table 8
	Distribution of capital investment in the State Budget by Local Public Authority, by project

	
	


Table 1. Structure of the State Budget conform economic classification (% of total, deviation +/-)
	Indicator

 
	Code
	FY-2
	FY-1
	FY
	FY+1
	
	
	FY+2
	FY+3

	
	
	Actual
	Actual
	Approved
	Budget
	Deviation

FY+1/FY
	Estimate
	Estimate

	
	
	mil. lei
	% of total
	mil. lei
	% of total
	mil. lei
	% of total
	mil. lei
	% of total
	mil. lei
	%
	mil. lei
	% of total
	mil. lei
	% of total

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	I. Revenue, total
	1
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	Including conform economic classification (K4)
	
	
	
	 
	 
	 
	 
	 
	 
	
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	II. Expenditure and ANF
	2+3
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	Including conform economic classification (K2)
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	III. Deficit
	1-(2+3)
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	IV. Financing
	4+5
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	


Note: FY – present fiscal year, FY-2, FY-1 – previous fiscal years, FY+1 - next year for which the new budget is developed, FY+2 and FY+3 - years which follow the year for which the budget is elaborated 

	Table 2. Structure of revenues in the State Budget conform economic classification (% of total, deviation +/-)

	Indicator
	Code
	FY-2
	FY-1
	FY
	FY+1
	Deviations
	FY+2
	FY+3

	
	
	Actual
	Actual
	Approved
	Budget
	(FY+1/FY)
	Estimate
	Estimate

	
	
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	


Note: FY – present fiscal year, FY-2, FY-1 – previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Table 3. Structure of expenditures in the State Budget conform functional classification (% of total, deviation +/-)

	Indicator
	Code
	FY-2
	FY-1
	FY
	FY+1
	Deviations
	FY+2
	FY+3

	
	
	Actual
	Actual
	Approved
	Budget
	 (FY+1/FY)
	Estimate
	Estimate

	
	
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	


Note: FY – present fiscal year, FY-2, FY-1 – previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Table 4. Structure of expenditures in the State Budget conform economic classification (% of total, deviation +/-)

	Indicator
	Code
	FY-2
	FY-1
	FY
	FY+1
	Deviations
	FY+2
	FY+3

	
	
	Actual
	Actual
	Approved
	Budget
	(FY+1/FY)
	Estimate
	Estimate

	
	
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	


Note: FY – present fiscal year, FY-2, FY-1 – previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Table 5. Expenditures of Central Public Authorities funded from the State Budget in terms of programs and performance

	
	
	Code

	Public authority
	
	

	Group, functional F3
	
	

	Program
	
	

	Subprogram
	
	


	I. Narrative description (to be completed by the primary budget executor before issuing the form to the subordinate budget institutions for completion)

	Goal 
	

	Objective (in medium term, incl. the year of approval of the program)
	

	Brief description
	


	II. Performance indicators
	Description
	Unit of

measur

ement
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	
	
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	Result (to be completed by the primary budget executor)
	1.
	 
	 
	
	 
	 
	 
	 

	
	2.
	 
	 
	
	 
	 
	 
	 

	
	3.
	 
	 
	
	 
	 
	 
	 

	Output
	1.
	 
	 
	
	 
	 
	 
	 

	
	2.
	 
	 
	
	 
	 
	 
	 

	
	3.
	 
	 
	
	 
	 
	 
	 

	Efficiency
	1.
	 
	 
	
	 
	 
	 
	 

	
	2.
	 
	 
	
	 
	 
	 
	 

	
	3.
	 
	 
	
	 
	 
	 
	 


	III. Expenditure, mil. lei

	Name
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	Activity  k2 
	ECO k6
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	 
	 
	 
	
	
	 
	 
	 
	 

	 
	 
	 
	
	
	 
	 
	 
	 

	 
	 
	 
	
	
	 
	 
	 
	 

	 
	 
	 
	
	
	 
	 
	 
	 

	 
	 
	 
	
	
	 
	 
	 
	 


Note: FY – present fiscal year, FY-1 – previous fiscal year, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Table 6. Summary of projects funded from external sources, included in the State Budget

	mil. lei

	Indicator
	Code
	Total 
	including:
	Total
	including:
	Cash

	 
	Org1
	F k3
	Resources
	Grants
	Loans
	Expenditure
	Grants
	Loans
	Account (+/-)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


	Table 7. Distribution of capital investment in the State Budget  by Central Public Authority, by project

	mil. lei

	
	Code
	
	FY
	FY+1
	FY+2
	FY+3

	APC/
Project (object)
	Org1
	F2
	Cost estimate
	Balance of costs per 1.01
	Included in the budget
	Balance of costs per 1.01
	Expenditure ceiling
	Including preparation of project
	Balance of costs per 1.01
	Expenditure ceiling
	Including preparation of project
	Balance of costs per 1.01
	Expenditure ceiling
	Including preparation of project

	
	
	
	1
	2
	3
	4 (=2-3)
	5
	6
	7 (=4-5)
	8
	9
	10 (=7-8)
	11
	12

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Table 8. Distribution of capital investment in the State Budget  by Local Public Authority, by project

	mil. lei

	
	Code
	
	FY
	FY+1
	FY+2
	FY+3

	ATU/

Project (object)
	Org1
	F2
	Cost estimate
	Balance of costs per 1.01
	Included in the budget
	Balance of costs per 1.01
	Expenditure ceiling
	Including preparation of project
	Balance of costs per 1.01
	Expenditure ceiling
	Including preparation of project
	Balance of costs per 1.01
	Expenditure ceiling
	Including preparation of project

	
	
	
	1
	2
	3
	4 (=2-3)
	5
	6
	7 (=4-5)
	8
	9
	10 (=7-8)
	11
	12

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
Annex 4.B: Templates Annual Budget Law for the State Social Insurance Fund

Annexes to the Law

	
	Annexes to the Annual Budget Law for the State Social Insurance Fund

	Annex 1
	Synthesis of the SSIF budget conform economic classification

	Annex 2
	Expenditure Programs of the State Social Insurance Fund

	Annex 3
	Categories of contributors and contribution rates for State Social Insurance

	
	


	Annex 1. Synthesis of SSIF budget conform economic classification

	mil. Lei

	Indicators
	Code
	FY+1
	FY+2
	FY+3

	
	
	Budget
	estimate
	estimate

	
	
	
	
	

	I. Revenues, total
	1
	
	
	

	Tax revenues
	 11+12
	
	
	

	   Individual mandatory social insurance contributions
	1211
	
	
	

	   Mandatory social insurance contributions paid by employers
	1212
	
	
	

	   Individual mandatory social insurance contributions paid by 

   individuals contracted individually
	1213
	
	
	

	Non-tax revenues
	 14
	
	
	

	   Received interest 
	 1411
	
	
	

	   Fines imposed by other state bodies
	 1434
	
	
	

	   Other revenue
	1499
	
	
	

	Transfers from Central Public Authorities
	1331
	
	
	

	II. Expenditures and non financial assets
	2+3
	
	
	

	Recurrent expenditures
	(2+3)-319
	
	
	

	    Wages, salaries
	21
	
	
	

	    Services
	22
	
	
	

	    Interest
	24
	
	
	

	    Subsidies
	25
	
	
	

	    Grants
	26
	
	
	

	    Social benefits
	27
	
	
	

	    Other expenditure
	28
	
	
	

	    Fixed assets
	31
	
	
	

	Capital investment
	319
	
	
	

	III. Deficit
	1-(2+3)
	
	
	

	 
	 
	
	
	

	IV. Financing
	4+5
	
	
	

	Financial assets
	4
	
	
	

	Cash 
	412
	
	
	

	VMS
	413
	
	
	

	Liabilities 
	5
	
	
	


Note: FY+1 – next fiscal year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Annex 2. Expenditure Programs of the State Social Insurance Fund

	mil. Lei

	
	
	FY+1
	FY+2
	FY+3

	
	Code
	Budget
	Estimate
	Estimate

	Name
	P2
	
	Including
	
	Including
	
	Including

	
	
	Total
	SSIF
	State Budget
	Total
	SSIF
	State Budget
	Total
	SSIF
	State Budget

	Expenditure, total
	 
	 
	
	
	
	
	
	
	
	

	PROGRAM 1
	 
	 
	
	
	
	
	
	
	
	

	Program 1/Sub-program 1
	 
	 
	
	
	
	
	
	
	
	

	Program 1/Sub-program 2....n
	 
	 
	
	
	
	
	
	
	
	

	PROGRAM 2
	 
	 
	
	
	
	
	
	
	
	

	Program 2/Sub-program 1
	 
	 
	
	
	
	
	
	
	
	

	Program 2/Sub-program 2....n
	 
	 
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	
	
	

	PROGRAM N
	 
	 
	
	
	
	
	
	
	
	

	Program N/Sub-program 1
	 
	 
	
	
	
	
	
	
	
	

	Program N/Sub-program 2....n
	 
	 
	
	
	
	
	
	
	
	


Note: FY+1 – next fiscal year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Annex 3. Categories of contributors and contribution rates for State Social Insurance

	Category contributors and insured
	Rate of contribution as basis for calculation
	Periodicity of payment


	Type of benefits provided

	
	FY+1
	FY+2
	FY+3
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Note: FY+1 – next fiscal year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
Tables in the Informative Note

	
	Tables in the Informative Note

	Table 1
	Structure of SSIF conform economic classification (% of total, deviation +/-)

	Table 2
	Structure of the State Social Insurance Fund by expenditure programs (% of total, deviation +/-)

	Table 3
	Description of State Social Insurance Fund expenditure in terms of programs and performance

	Table 4
	Information concerning the social benefit schemes  

	Table 5
	Information concerning the number of beneficiaries and average size of benefits

	Table 6
	Expenditure on maintenance and personnel of the National House for Social Insurance

	
	


	Table 1. Structure of SSIF conform economic classification (% of total, deviation +/-)

	mil. Lei

	
	
	FY-2
	FY-1
	FY
	FY+1
	Deviation
	FY+2
	FY+3

	
	
	Actual
	Actual
	Approved
	Budget
	FY+1/FY
	Estimate
	Estimate

	Indicators
	Code
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	%
	mil. Lei
	% of total
	mil. Lei
	% of total

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	I. Revenues, total
	1
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Tax revenues
	11+12
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   Individual mandatory social insurance contributions
	1211
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	   Mandatory social insurance contributions paid by employers
	1212
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	   Individual mandatory social insurance contributions paid by individuals
	1213
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Non-tax revenues
	14
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   Received interest 
	1411
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	   Fines imposed by other state bodies
	14343
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	   Other revenue
	1499
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Transfers from Central Public Authorities
	1331
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	II. Expenditures and non financial assets
	2+3
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Recurrent expenditures
	(2+3)-319
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	    Wages, salaries
	21
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	    Services
	22
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	    Interest
	24
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	    Subsidies
	25
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	    Grants
	26
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	    Social benefits
	27
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	    Other expenditure
	28
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	    Fixed assets
	31
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Capital investment
	319
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	III. Deficit
	1-(2+3)
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	IV. Financing
	4+5
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Financial assets
	4
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Cash 
	412
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	VMS
	413
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Liabilities 
	5
	
	
	 
	
	
	
	
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY-2, FY-1 – Previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Table 2. Structure of the State Social Insurance Fund by expenditure programs (% of total, deviation +/-)

	mil. Lei

	
	
	FY-2
	FY-1
	FY
	FY+1
	Deviation
	FY+2
	FY+3

	
	Code


	Actual
	Actual
	Approved
	Budget
	FY+1/FY
	Estimate
	Estimate

	Name
	P3
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	%
	mil. Lei
	% of total
	mil. Lei
	% of total

	Expenditure, total
	
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Including financed from:
	
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	   Own revenues SSIF
	
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	   Transfers from the State Budget
	
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Program /Sub-program /Activity 1 …N
	
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Including financed from:
	
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	   Own revenues SSIF
	
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	   Transfers from the State Budget
	
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY-2, FY-1 – Previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
Table 3. Description of State Social Insurance Fund expenditure in terms of programs and performance
	
	Code

	Group functional F3
	
	

	Program
	
	

	Sub-program
	
	


	I. Narrative description (to be completed by the primary budget executor before issuing the form to the subordinate budget institutions for completion)

	Goal 
	

	Objective (in medium term, incl. the year of approval of the program)
	

	Brief description
	


	II. Performance indicators
	Description
	Unit of

measur

ement
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	
	
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	Result (to be completed by the primary budget executor)
	1.
	 
	 
	
	 
	 
	 
	 

	
	2.
	 
	 
	
	 
	 
	 
	 

	
	3.
	 
	 
	
	 
	 
	 
	 

	Output
	1.
	 
	 
	
	 
	 
	 
	 

	
	2.
	 
	 
	
	 
	 
	 
	 

	
	3.
	 
	 
	
	 
	 
	 
	 

	Efficiency
	1.
	 
	 
	
	 
	 
	 
	 

	
	2.
	 
	 
	
	 
	 
	 
	 

	
	3.
	 
	 
	
	 
	 
	 
	 


	III. Expenditure, mil. lei

	Name
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	P3 
	ECO k6
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	 
	 
	 
	
	
	 
	 
	 
	 

	 
	 
	 
	
	
	 
	 
	 
	 

	 
	 
	 
	
	
	 
	 
	 
	 

	 
	 
	 
	
	
	 
	 
	 
	 

	 
	 
	 
	
	
	 
	 
	 
	 


Note: FY – present fiscal year, FY-2, FY-1 – previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Table 4. Information concerning the social benefits schemes

	Name
	Legal framework
	Categories of beneficiaries
	Size conform legislation (lei, %, other)
	Source of coverage
	Frequency of payment (monthly, quarterly or otherwise)
	Type of benefit (in money or services)

	A. Benefits funded from SSIF

	 …
	 
	 
	 
	 
	 
	 

	 …
	 
	 
	 
	 
	 
	 

	B. Benefits funded from transfers from the State Budget

	 …
	 
	 
	 
	 
	 
	 

	 …
	 
	 
	 
	 
	 
	 


	Table 5. Information concerning the number of beneficiaries and average size of benefits

	
	Code
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	P3
	Actual
	Approved
	Budget
	Estimate
	Estimate

	
	
	Number of beneficiaries
	Average social benefit, lei
	Number of beneficiaries
	Average social benefit, lei
	Number of beneficiaries
	Average social benefit, lei
	Number of beneficiaries
	Average social benefit, lei
	Number of beneficiaries
	Average social benefit, lei

	 A. Benefits funded from SSIF

	Program/subprogram/activity 1
	
	
	
	
	
	
	
	
	
	
	

	Program/subprogram/activity 2
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	 B. Benefits funded from transfers from the State Budget

	Program/subprogram/activity 1
	
	
	
	
	
	
	
	
	
	
	

	Program/subprogram/activity 2
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY-1 – Previous fiscal year, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Table 6. Expenditure on maintenance and personnel of the National House for Social Insurance

	Indicator
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	1. Expenditure, total, mil. lei
	 
	
	 
	 
	 
	
	

	Including conform economic classification (k4)
	 
	
	 
	 
	 
	
	

	....
	 
	
	 
	 
	 
	
	

	....
	 
	
	 
	 
	 
	
	

	 
	 
	
	 
	 
	 
	
	

	2. Number of personnel, units
	 
	
	 
	 
	 
	
	

	 
	 
	
	 
	 
	 
	
	

	3. Average monthly salary, lei 
	 
	
	 
	 
	 
	
	

	
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY-2, FY-1 – Previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
Annex 4.C: Templates Annual Budget Law for the Mandatory Health Insurance Fund

Annexes to the Law

	
	Annexes to the Annual Budget Law for the Mandatory Health Insurance Fund

	Annex 1
	Synthesis of the budget for the Mandatory Health Insurance Fund conform economic classification

	Annex 2
	Expenditure programs of the Mandatory Health Insurance Fund

	
	


	Annex 1. Synthesis of the budget for the Mandatory Health Insurance Fund conform economic

classification

	mil. Lei

	Indicators
	Code
	FY+1
	FY+2
	FY+3

	
	Eco
	Budget
	Estimate
	Estimate

	
	
	
	
	

	I. Revenues, total
	1
	 
	
	

	Tax revenues
	 
	 
	
	

	   Premiums for mandatory health insurance paid by individuals
	1221
	
	
	

	   Premiums for mandatory health insurance paid by employers

   and employees
	1222
	 
	
	

	Non-tax revenues
	 14
	 
	
	

	   Received interest 
	1411
	
	
	

	   Fines imposed by other state bodies
	1434
	
	
	

	   Other revenue
	1499
	
	
	

	Transfers from Central Public Authorities
	1331
	 
	
	

	II. Expenditures and non financial assets
	2+3
	 
	
	

	Including:
	 
	 
	
	

	Recurrent expenditures
	(2+3)-319
	 
	
	

	    Wages, salaries
	21
	 
	
	

	    Services
	22
	 
	
	

	    Interest
	24
	 
	
	

	    Other expenditure
	28
	 
	
	

	    Fixed assets
	31
	 
	
	

	Capital investment
	319
	 
	
	

	III. Deficit
	1-(2+3)
	 
	
	

	 
	 
	 
	
	

	IV. Financing
	4+5
	 
	
	

	Financial assets
	4
	 
	
	

	Cash 
	412
	 
	
	

	VMS
	413
	 
	
	

	Liabilities 
	5
	 
	
	


Note: FY+1 – next fiscal year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Annex 2. Expenditure programs of the Mandatory Health Insurance Fund

	mil. Lei

	Name
	Code 
	FY+1
	FY+2
	FY+3

	
	P 2
	Budget
	Estimate
	Estimate

	Expenditure, total
	 
	 
	 
	

	Including:
	 
	 
	 
	

	PROGRAM 1
	 
	 
	 
	

	Program 1/Sub-program 1
	 
	 
	 
	

	Program 1/Sub-program 2....n
	 
	 
	 
	

	
	
	
	
	

	PROGRAM 2
	 
	 
	 
	

	Program 2/Sub-program 1
	 
	 
	 
	

	Program 2/Sub-program 2....n
	 
	 
	 
	

	
	
	
	
	

	PROGRAM N
	 
	 
	 
	

	Program N/Sub-program 1
	 
	 
	 
	

	Program N/Sub-program 2....n
	 
	 
	 
	


Note: FY+1 – next fiscal year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
Tables in the Informative Note

	
	Tables in the Informative Note

	Table 1
	Structure of MHIF conform economic classification (% of total, deviation +/-)

	Table 2
	Structure of MHIF by expenditure programs (% of total, deviation +/-)

	Table 3
	Description of MHIF expenditure in terms of programs and performance

	Table 4
	Expenditure on maintenance and personnel of the National Medical Insurance Company

	
	


	Table 1. Structure of MHIF conform economic classification (% of total, deviation +/-)

	mil. Lei

	
	
	FY-2
	FY-1
	FY
	FY+1
	Deviation
	FY+2
	FY+3

	
	
	Actual
	Actual
	Approved
	Budget
	FY+1/FY
	Estimate
	Estimate

	Indicators
	Code
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	%
	mil. Lei
	% of total
	mil. Lei
	% of total

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	I. Revenues, total
	1
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Tax revenues
	11+12
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   Premiums for mandatory health insurance paid by individuals
	1221
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	   Premiums for mandatory health insurance paid by employers and employees
	1222
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Non-tax revenues
	14
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   Received interest 
	1411
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	   Fines imposed by other state bodies
	14343
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	   Other revenue
	1499
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Transfers from Central Public Authorities
	1331
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	II. Expenditures and non financial assets
	2+3
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Including:
	 
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Recurrent expenditures
	(2+3)-319
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	    Wages, salaries
	21
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	    Services
	22
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	    Interest
	24
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	    Subsidies
	25
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	    Grants
	26
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	    Social Prestaii
	27
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	    Other expenditure
	28
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	    Fixed assets
	31
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Capital investment
	319
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	III. Deficit
	1-(2+3)
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	IV. Financing
	4+5
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Financial assets
	4
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Cash 
	412
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	VMS
	413
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Liabilities 
	5
	
	
	 
	
	
	
	
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY-2, FY-1 – Previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Table 2. Structure of MHIF by expenditure programs (% of total deviation +/-)

	mil. Lei

	
	Code
	FY-2
	FY-1
	FY
	FY+1
	Deviation
	FY+2
	FY+3

	
	P3
	Actual
	Actual
	Approved
	Budget
	FY+1/FY
	Estimate
	Estimate

	Name
	
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	% of total
	mil. Lei
	%
	mil. Lei
	% of total
	mil. Lei
	% of total

	Expenditure, total
	
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	PROGRAM 1/Sub-program 1
	
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Program 1/Sub-program 1…N/Activity 1 …N
	
	
	
	 
	
	
	
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	…
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY-2, FY-1 – Previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Table 3. Description of MHIF expenditure in terms of programs and performance

	
	Code

	Group functional F3
	
	

	Program
	
	

	Sub-program
	
	


	I. Narrative description (to be completed by the primary budget executor before issuing the form to the subordinate budget institutions for completion)

	Goal 
	

	Objective (in medium term, incl. the year of approval of the program)
	

	Brief description
	


	II. Performance indicators
	Description
	Unit of

measur

ement
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	
	
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	Result (to be completed by the primary budget executor)
	1.
	 
	 
	
	 
	 
	 
	 

	
	2.
	 
	 
	
	 
	 
	 
	 

	
	3.
	 
	 
	
	 
	 
	 
	 

	Output
	1.
	 
	 
	
	 
	 
	 
	 

	
	2.
	 
	 
	
	 
	 
	 
	 

	
	3.
	 
	 
	
	 
	 
	 
	 

	Efficiency
	1.
	 
	 
	
	 
	 
	 
	 

	
	2.
	 
	 
	
	 
	 
	 
	 

	
	3.
	 
	 
	
	 
	 
	 
	 


	III. Expenditure, mil. lei

	Name
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	P3 
	ECO k6
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	 
	 
	 
	
	
	 
	 
	 
	 

	 
	 
	 
	
	
	 
	 
	 
	 

	 
	 
	 
	
	
	 
	 
	 
	 

	 
	 
	 
	
	
	 
	 
	 
	 

	 
	 
	 
	
	
	 
	 
	 
	 


Note: FY – present fiscal year, FY-2, FY-1 – Previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Table 4. Expenditure on maintenance and personnel of the National Medical Insurance Company

	Indicator
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	
	Actual
	Actual
	Approved
	Budget
	Estimate
	Estimate

	1. Expenditure, total, mil. lei
	 
	
	 
	 
	 
	
	

	Including conform economic classification (k4)
	 
	
	 
	 
	 
	
	

	....
	 
	
	 
	 
	 
	
	

	....
	 
	
	 
	 
	 
	
	

	 
	 
	
	 
	 
	 
	
	

	2. Number of personnel, units
	 
	
	 
	 
	 
	
	

	 
	 
	
	 
	 
	 
	
	

	3. Average monthly salary, lei 
	 
	
	 
	 
	 
	
	

	
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY-2, FY-1 – Previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
Annex 4.D: Templates Annual Budget of Autonomous Territorial Units

Annexes to the Law

	
	Annexes to the Annual Budget of Autonomous Territorial Units

	Annex 1
	General indicators of ATU budget conform economic classification

	Annex 2
	Revenues in ATU budget conform economic classification

	Annex 3
	Expenditures in ATU budget conform functional classification

	Annex 4
	Normative breakdowns of the general state revenues for the budget of level I ATUs (only in case of level II ATUs)

	Annex 5
	Transfers from the budget of level II ATU to the budget of level I ATUs (only in case of level II ATUs)

	Annex 6
	Summary of capital investment in ATU budget

	Annex 7
	Nomenclature of work and size of fees for services rendered against payment of public institutions, funded from the ATU budget

	Annex 8
	Effective limit on staff of public institutions financed from the ATU budget

	
	


	Annex 1. General indicators of ATU budget conform economic classification

	mil. Lei

	Indicator
	Code
	FY+1
	FY+2
	FY+3

	
	
	Budget
	Estimate
	Estimate

	Revenues
	1
	 
	
	

	Expenditures and non-financial assets
	2+3
	 
	
	

	Deficit
	1-(2+3)
	 
	
	

	Financing
	4+5
	 
	
	

	
	
	
	
	

	Financial assets
	4
	 
	
	

	  Cash
	4
	 
	
	

	  Internal loans approved
	4
	 
	
	

	  Shares and other forms of participation in capital within the

  country and privatisation
	415
	 
	
	

	Liabilities
	5
	 
	
	

	  Internal liabilities
	5
	 
	
	

	     Internal loans contracted
	5
	 
	
	

	  External liabilities
	5
	 
	
	

	     External loans contracted
	5
	 
	
	


Note: FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Annex 2. Revenues in ATU budget conform economic classification

	Mil. lei

	Indicator
	Code
	FY+1
	FY+2
	FY+3

	
	
	Budget
	Estimate
	Estimate

	Revenues
	1
	 
	
	

	Including conform economic classification (k4)
	
	
	
	

	Tax revenues
	 
	 
	
	

	…
	 
	 
	
	

	…
	 
	 
	
	

	Non-tax revenues
	 
	 
	
	

	…
	 
	 
	
	

	…
	 
	 
	
	

	Transfers from Central Public Authorities
	
	
	
	

	
	 
	 
	
	


Note: FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Annex 3. Expenditures in ATU budget conform functional classification

	Mil. lei

	Indicator
	Code
	FY+1
	FY+2
	FY+3

	 
	F2
	Budget
	Estimate
	Estimate

	 
	 
	 
	
	

	 
	 
	 
	
	

	 
	 
	 
	
	

	 
	 
	 
	
	

	 
	 
	 
	
	

	 
	 
	 
	
	

	 
	 
	 
	
	


Note: FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Annex 4*. Normative breakdowns of the general state revenues for the budget of level I ATUs (only in case of level II ATUs)

	ATU level I
	Code
	Breakdowns, %, per type of tax (ECO k6)

	 
	Org1
	Tax 1
	Tax 2
	Tax 3
	.....

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	*) This annex is only approved in the framework of level II ATU budget.


	Annex 5*. Transfers from the budget of level II ATU to the budget of level I ATUs (only in case of level II ATUs)

	Mil. lei

	ATU level I
	Code 
	Transfers
	Including per category of transfer
	 
	 
	 

	
	Org1
	In total
	Current transfers
	Transfers with a special destination
	Of which

	 
	 
	 
	 
	 
	Purpose 1
	Purpose 2
	Purpose 3

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	*) This annex is only approved in the budget of the level II ATU.


	Annex 6. Summary of capital investment in ATU budget

	Mil. lei

	
	
	FY+1
	FY+2
	FY+3

	
	
	Budget
	Estimate
	Estimate

	Name
	Code
	 
	Including:
	
	Including:
	
	Including:

	
	
	Total
	General resources of ATU budget
	Transfers from the State budget*
	Total
	General resources of ATU budget
	Transfers from the State budget*
	Total
	General resources of ATU budget
	Transfers from the State budget*

	 
	 
	 
	 
	 
	
	
	
	
	
	

	 
	 
	 
	 
	 
	
	
	
	
	
	

	 
	 
	 
	 
	 
	
	
	
	
	
	

	 
	 
	 
	 
	 
	
	
	
	
	
	


Note: FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated

* If level I ATU budget indicates transfers to level II ATU budget
	Annex 7. Nomenclature of work and size of fees for services rendered against payment of public institutions, funded from the ATU budget

	Indicator
	Code
	Tariff

	 
	Org2
	lei

	…
	 
	 

	…
	 
	 

	
	 
	 

	 
	 
	 


	Annex 8. Effective limit on staff of public institutions financed from the ATU budget

	Number of staff, units

	
	Code
	FY+1
	FY+2
	FY+3

	Name of institution
	Org2
	Budget
	Estimate
	Estimate

	 
	 
	 
	
	

	 
	 
	 
	
	

	 
	 
	 
	
	


Note: FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
Tables in the Informative Note

	
	Tables in the Informative Note

	Table 1
	Structure of ATU budget conform economic classification (% of total, deviation +/-)

	Table 2
	Structure of ATU budget expenditure conform the functional classification (% of total, deviation +/-)

	
	


	Table 1. Structure of ATU budget conform economic classification (% of total, deviation +/-)

	Indicator

 
	Code
	FY-2
	FY-1
	FY
	FY+1
	
	
	FY+2
	FY+3

	
	
	Actual
	Actual
	Approved
	Budget
	Deviation

FY+1/FY
	Estimate
	Estimate

	
	
	mil. lei
	% of total
	mil. lei
	% of total
	mil. lei
	% of total
	mil. lei
	% of total
	mil. lei
	%
	mil. lei
	% of total
	mil. lei
	% of total

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	I. Revenue, total
	1
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	Including conform economic classification (K4)
	
	
	
	 
	 
	 
	 
	 
	 
	
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	II. Expenditure and ANF
	2+3
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	Including conform economic classification (K2)
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	III. Deficit
	1-(2+3)
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	 
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	IV. Financing
	4+5
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	


Note: FY – present fiscal year, FY-2, FY-1 – Previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
	Table 2. Structure of ATU budget expenditure conform the functional classification (% of total, deviation +/-)

	Indicator
	Code
	FY-2
	FY-1
	FY
	FY+1
	Deviation
	FY+2
	FY+3

	 
	F2
	Actual
	Actual
	Approved
	Budget
	(FY+1/FY)
	Estimate
	Estimate

	
	
	mil. lei
	% of total
	mil. lei
	% of total
	mil. lei
	% of total
	mil. lei
	% of total
	mil. lei
	%
	mil. lei
	% of total
	mil. lei
	% of total

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	
	
	
	
	
	
	

	
	
	
	
	 
	 
	 
	 
	 
	
	
	
	
	
	
	


Note: FY – present fiscal year, FY-2, FY-1 – Previous fiscal years, FY+1 – next year for which the new budget is developed, FY+2 and FY+3 – years which follow the year for which the budget is elaborated
5 Breakdown of the Approved Annual Budget

5.1 General provisions
After approval of the annual budget by the legislative authority the approved budget shall be broken down in the format set before the start of budget execution. The process of disaggregation of the budget takes also place in the case of adoption of supplementary budgets.


Disaggregation of the approved budget involves detailisation of the budget appropriations approved by law/ decision by the lower level institutions in accordance with the hierarchy of subordination, and applies to all budget line items.
The following sections describe the key steps and responsibilities in the process of disaggregation of the State Budget, the activities to be undertaken and the submission of corresponding formats of documents. The formats are information tools and the process of disaggregation of the budget is fully supported by the integrated financial management information system.

The same procedures and rules shall apply to the disaggregation of the budget of the State Social Insurance Fund, the budget of the Mandatory Health Insurance Fund and ATU budgets, all having their specifics mainly concerning responsibilities for setting and approving budget ceilings and approval of disaggregated budget. Depending on the specifics of each budget, the public authorities responsible for managing those budgets may establish specific rules.
5.2 Main activities and responsibilities for disaggregating the budget

After adoption of the state budget law for the respective year, the Ministry of Finance shall notify the Central Public Authorities about the approved budgets and shall request them to disaggregate the budgets in accordance with the set requirements.
For the disaggregation of the approved budget the following activities will be undertaken:

Table 5.1
Main activities in the breakdown of the annual budget 

	Activity
	Description

	Activity I
	Establishing budget ceilings for each institution subordinate to the Central Public Authority

	Activity II
	Disaggregation of the budget within the framework of the budget institution

	Activity III
	Communication and approval of disaggregated budgets of subordinate institutions

	
	


Activity I: Establishing budget ceilings for each institution
Based upon the budget amounts approved for the Central Public Authorities, the respective Central Public Authority shall set budget ceilings for their financially subordinate institutions. Analogue to this procedure, each institution shall follow the same process and subsequently shall in its turn break down its budget into limits for the following level of financially subordinate institutions and this chain of events will continue until the end of the financial chain of subordination. The detailed level of disaggregation of budget limits for each link of the chain of financial subordination shall be dependent on the budget control policy established by the Ministry of Finance.

In setting these disaggregated budget ceilings the following aspects shall be taken into account:

· The budget for the respective Central Public Authority as approved in the annual budget law;

· Existing laws or regulations in force stipulating the distribution of certain budget items across similar budget institutions either through formula-funding or by using other methods of calculation as stipulated in these laws or regulations;

· Funding levels established by the Central Public Authority during budget preparation, taking into consideration changes made during review of the Ministry of Finance, and during the process of elaboration and approval of the State Budget by the Government and the Parliament. The implications of such changes for the funding levels for the budget institutions will be explained to each respective budget institution.

For communicating the justification of the budget ceilings of subordinate institutions, the following format will be used:


Table 5.2
Justification of established budget ceilings of subordinate institutions
	Budget proposal
	Budget ceiling
	Explanation of deviation

	Indicate the budget amount determined at the stage of preparing budget proposals
	Indicate the budget ceiling established after approval of the state budget law
	Provide explanation in case the approved budget ceiling deviates from the funding level determined during budget preparation phase 

	
	
	


Activity II: Disaggregation of the budget within the framework of the budget institution

Budget ceilings communicated by the Central Public Authority or the hierarchically superior institution will be subject to further disaggregation by the budget institution in accordance with budget lines established for this process by the Ministry of Finance and by corresponding requirements for budget execution. Budget lines will reflect the program, subprogram and corresponding activities, which is assigned to the respective institution.

Besides proper disaggregation of budget ceilings, budget institutions shall identify and develop relevant performance indicators (output and efficiency), which directly or indirectly influence the performance indicators and policy objectives set by the primary budget executor. Where performance indicators have been established at the time of preparing budget proposals, budget institution shall assess whether the performance targets set at that time are still aligned with the established budget ceilings or, when necessary, will adjust them accordingly.

When in the process of disaggregation, budget institutions will need to deviate from the communicated budget ceiling, it may request the hierarchically superior institution to amend the budget ceiling. Intended changes by budget institutions may occur only if budget limits have been changed as a result of negotiations between the respective institution and the Central Public Authority or the superior institution.

The required format for the breakdown of the budget by budget institutions is presented in the Table below and comprises two main parts:
· Part A – relates to financial indicators of the budget and presentation of the disaggregated resources and expenditure of the institution;
· Part B – establishes performance indicators, which the institution has to achieve during the fiscal year for which the budget has been approved.

Table 5.3
Template for disaggregated budget of a budget institution / Central Public Authority
	
	Code

	Source (k2)
	

	Central Public Authority
	ORG1

	Hierarchically superior institution
	ORG1

	Institution
	ORG2

	Group / sub-group, functional
	F3


	Part A: Disaggregated budget (will be completed automatically in the information system), in mil. lei

	Indicator
	Code
	FY
	FY+1
	FY+2

	
	
	Approved
	Estimate
	Estimate

	A.I. Resources, total
	
	
	
	

	A.1.1. Own resources
	S3
	
	
	

	  A.1.1.1 Internal sources
	S4
	
	
	

	…
	Eco6
	
	
	

	…
	
	
	
	

	  A.1.1.2. External sources
	S4
	
	
	

	    Donations
	S5
	
	
	

	…
	Eco6
	
	
	

	A.1.2. General resources, total
	S3
	
	
	

	
	
	
	
	

	A.2. Expenditure, total
	
	
	
	

	 Program
	P1
	
	
	

	   Sub-program
	P2
	
	
	

	      Activity
	P3
	
	
	

	    Incl. conform economic classification
	Eco1-6
	
	
	

	...
	
	
	
	

	...
	
	
	
	


	Part B: Performance indicators
	
	
	
	

	
	
	Code

	Group / subgroup functional
	
	F3

	Program
	
	P1

	Sub-program
	
	P2


	I. Narrative description (to be completed by the primary budget executor before issuing the form to subordinate budget institutions for completion

	Aim 
	

	Objective 
	

	Brief description of program / subprogram
	


	II. Performance indicators

	
	Description
	Unit of measurement
	FY
	FY+1
	FY+2

	
	
	
	Planned
	Estimate
	Estimate

	Result (to be completed by the primary budget executor)
	1.
	
	
	
	

	
	2.
	
	
	
	

	
	3.
	
	
	
	

	Output
	1.
	
	
	
	

	
	2.
	
	
	
	

	
	3.
	
	
	
	

	Efficiency
	1.
	
	
	
	

	
	2.
	
	
	
	

	
	3.
	
	
	
	

	
	
	
	
	
	


	Manager             /________________________/   _________________________/

	Head of subdivision responsible for budget planning /___________________/_________________/

	Date      _______________________

	


Abbreviations: FY – fiscal year for which the budget is approved; FY+1 and FY+2 – years following the year the budget for which the budget is approved

Activity III: Communication and approval of disaggregated budgets of subordinate institutions

Within the deadlines for disaggregation of the budget, budget institutions shall inform the Central Public Authority or the hierarchically superior organisation about the completion of the disaggregation of the budget.
Central public authorities or hierarchically superior institutions shall monitor the process of disaggregation of the budget to lower levels and analyze the disaggregated budgets of the subordinate institutions.
If the budget ceilings and other requirements set have been respected, the budget institution's disaggregated budget shall be approved by the Central Public Authority or the hierarchically superior institution. Simultaneously with the disaggregated budget, non-financial indicators of the institution will be approved, and in particular product and efficiency indicators. Result indicators are approved by Central Public Authority only at the program level.
Within the deadlines established by the Ministry of Finance, the Central Public Authority shall inform the Ministry of Finance about the finalisation of the budget disaggregation of the Central Public Authority. The disaggregated budget of the Central Public Authority will be reflected in the same format as provided in Table 5.2.

5.3 Deadlines

The process of disaggregation of the budget begins immediately after the adoption thereof by the legislative authority and will be carried out for two weeks. The deadline for disaggregating the budget, though, cannot be later than the starting date of implementation of the new budget. In case of the original approved budget the initial deadline for disaggregation of the budget is December 31st of the year.
The hierarchically superior institution may establish interim deadlines to the subordinate budget institutions for disaggregation of the budget.

If the budget institution has not presented the disaggregated budget before the established deadline, the hierarchically superior institution has the right to independently carry out the disaggregation of the budget of the respective institution.

The budget execution process starts only after the disaggregation of the entire budget or when all institutions at the lowest level within the framework of a budget have disaggregated budgets.
6 Budget amendments


Box 6.1
Relevant provisions in Public Sector Financial Management and Accountability Law 

	

	


6.1 General provisions

Budget amendments represent any change or addition to the budget allocations as originally approved by Parliament by means of annual budget laws at the central level and by representative and deliberative bodies of local governments at the local level.
Amendments to the budget can be made by issuing laws / decisions on supplementary budgets as well as in accordance with approved schemes of virements.

Supplementary budgets are budgets that are enacted during the fiscal year containing either increases and reductions in revenues or expenditures, and / or  funding sources  which are included in the approved budget (corrected). The basis for the proposed adjustments is the conclusions resulting from of analysis of the execution of the budget during the current fiscal year and may reflect any of the following situations:
i. Revised estimates of revenues and expenditures;

ii. Revised estimates of funding sources and respective changes of the budget deficit or surplus.
As a rule, amendments may not reflect changes as a result of new policy initiatives, which formed the subject of priorities for resource allocation by sector in the phase of strategic planning of the budget (MTBF). Such amendments are merely technical changes in the volume of resources allocated to the commitments already undertaken. Amendments arising from policy changes are part of the next budget cycle and examined at that stage of the budget process.
Proposed budget amendments may not lead to significant changes to performance indicators agreed during the preparation and approval of the annual budget. Implications for amendments of performance indicators and corresponding explanations will be presented in the reports on the implementation of the expenditure programs.

6.2 Types of budget amendments

Two types of amendments of the annual budget can be distinguished:

1. Budget amendments which have to be authorised by legislative / representative  bodies by means of a law / decision concerning supplementary budgets;

2. Budget amendments which do not have to be authorised by legislative / representative  bodies and thus not have to be included in a law / decision concerning supplementary budgets, which shall be operated in accordance with the approved schemes of virements.
Both types of amendment exist at the central level (State Budget, Budget of the State Social Insurance Fund, Budget of the Mandatory Health Insurance Fund) and at the local level (ATU budgets).

In case budget amendment are effectuated by one component of the National Public Budget and which affects at the same time one (or more) components of the National Public Budget, corresponding amendments will be made as well to the respective budgets.

Below the different forms of amendments applicable at the central level and the local level will be described in more detail.

6.2.1 Central level

Depending on the responsibilities exercised during the budget process, at the central level the following types of budget amendments can be distinguished:

A. Budget amendments by means of supplementary budget laws;
B. Budget amendments requiring approval from the Government;

C. Budget amendments only requiring approval from the Ministry of Finance;
D. Budget amendments requiring approval at the level of Central Public Authority / budget institution.
A: Budget amendments by means of supplementary budget laws

In accordance with the Law on Public Financial Management and Accountability during the fiscal year, the Ministry of Finance may submit proposals for amendments of the State Budget in the form of a supplementary budget law. 
Also central government authorities responsible for managing the State Social Insurance Fund and the Mandatory Health Insurance Fund may submit proposals for amendments of the respective budgets by developing appropriate supplementary budgetary laws.
As in the case of the preparation of the draft budget, proposals for amendments to the State Social Insurance Fund and the Mandatory Health Insurance Fund will be examined and approved by the Ministry of Finance, including the case when amendments are proposed by the Government after the discussion of the respective supplementary budget during the Government session.
Supplementary budget laws, either in case of the State Budget State of the Social Insurance Fund and the Mandatory Health Insurance Fund, shall be prepared not more than twice per year. In special circumstances, the Government could decide to exceed this number set for supplementary budget laws.
B: Budget amendments requiring approval at the level of the Government
In accordance with the Public Finance and Accountability Law approved budget appropriations shall not be reallocated between Central Public Authorities except when specifically permitted by law or by approval of the Government. The Government has discretionary power to redistribute approved budget appropriations in the annual budget law as approved by Parliament, in case there is statutory authority for this.

Requests for the use of the budget allocation concerning the government reserve are effectuated through this form of budget amendment. Further rules concerning the use of the government reserve are explained in chapter 7 of this Unified Set.
As a rule, proposals for amendments requiring Government approval shall be prepared by the Ministry of Finance or, respectively, by the Central Public Authorities responsible for management of the State Social Insurance Fund and the Mandatory Health Insurance Fund.
C: Budget amendments requiring approval from the Ministry of Finance

Reallocations that do not affect the ceilings established by the annual budget law (see case A above), and not subject to the competence of the Government (see case B above) represent amendments that are under control of the Ministry of Finance. In accordance with the legal responsibilities, such amendments shall be made only with approval of Ministry of Finance.
D. Budget amendments requiring approval at the level of central public authority / budget institution

These represent budget reallocations (virements) which do not require approval of the hierarchically superior authority and falls under the competence and responsibility of the Central Public Authority or subordinate budget institutions. These changes require only approval by the head of the PCA or the Head of the budget institution.

Rules regarding virement schemes and procedures for such reallocations are considered in the Budget Execution Manual.

6.2.2 Local level
Depending on the responsibilities exercised in the budget process at the level of ATUs the following types of amendments can be distinguished:

E. Budget amendments approved by the deliberative and representative authority of he ATU and by issuing a supplementary ATU budget decision;

F. Budget amendments requiring approval from the executive authority of the ATU;

G. Budget amendments which do not require approval of the executive authority of the ATU

These types of amendments to the ATU budget follow procedures similar to those applied centrally.

If the budget amendment affects the interbudgetary relationship between level I and II ATUs corresponding amendments shall be made to both budgets.
6.3 State Budget

6.3.1 Elaboration of budget amendments
Table 6.1 describes the main phases in the process of elaborating budget amendments.


Table 6.1
Main steps in amending the budget
	Step
	Action

	Step I
	Initiation of a proposal for budget amendment

	Step II
	Development of  proposed amendment and its submission for review to and approval by the hierarchical superior authority

	Step III
	Review of amendments proposed by public authorities, synthesis and presentation for review and ultimate approval

	Step IV
	Review and assessment of the proposal for budget amendment by the Ministry of Finance. If considered necessary, invitation of relevant staff of the respective central public authority and/or budget institution for consultation and additional justification.

	Step V
	Elaboration of the draft supplementary budget law 

	Step VI
	Examination and approval/rejection of the draft supplementary budget law by the Government. In case of approval, it will submit it to the Parliament for final approval

	Step VII
	Examination and approval of the supplementary budget law by Parliament

	
	


Note: Steps V, VI and VII shall apply only if amendments are issued by means of supplementary budget laws.
The initiative for an amendment to the State Budget, which meets the conditions set forth in Section 6.1, may be submitted by the budget institution to its respective Central Public Authority to which it is subordinated. The Central Public Authority will analyse and review the rationale for such amendment and if it exceeds the level of control exercised by the Central Public Authority, it will prepare the proposed amendment in the format set and will submit it for review and approval to the Ministry of Finance.

The initiative for budget amendment may also originate directly from the Central Public Authority, the Government or the Ministry of Finance where circumstances require to do so. In the following cases, the Ministry of Finance will be necessarily involved:
1. Any reallocation of funds under a program implemented by several institutions will be conducted by the Ministry of Finance in consultation with the specialised Central Public Authorities involved in the planning and implementation of the program;

2. Appropriations for capital investment projects may not be reallocated between projects / object. However, within a project, reallocation shall not exceed a limit subject to approval of the Ministry of Finance, and in case of externally-funded project as well subject to any donor agreement required;

3. Any change of indicators relating to the state debt service and funding sources belongs also to the exclusive competence of the Ministry of Finance.
In the process of developing proposals for budget amendment, it should be determined whether the proposed change will have financial implications in the medium term. 
If an amendment is of temporary nature and refers only to the current fiscal year, it will include only the financial implications for the current fiscal year. If the proposed amendment of the budget constitutes a permanent change, then it must be accompanied by estimates of the financial implications in the medium-term.
In case the budget amendments with multiannual financial implications are proposed and approved in the first half of the fiscal year, they will be considered in the updating of the MTBF for the next three years. However, if the proposed budget amendment is approved in the second half of the fiscal year, they will not lead to changes in the budget estimates for the next year, unless otherwise decided by the Ministry of Finance. Multi-annual effects of these proposals will be considered in the development of the MTBF in the next budget cycle.

The procedure for reviewing amendment proposals is similar to that of the preparation of the annual budget as described in detail in chapter 4 of this Set and includes:
· The line divisions of the Ministry of Finance shall examine the proposed budget amendment according to its competences. In the process of examination they will use the same considerations which are taken into account when developing and analysing budget proposals, as mentioned in Chapter 4.

· The line divisions will return unjustified or insufficiently justified budget amendment proposals requiring further justification from the Central Public Authority which is being considered. The Central Public Authority shall provide the requested information within the deadlines set by the Ministry of Finance.
· If considered necessary, the proposed budget amendment shall be discussed in a special hearing between the Ministry of Finance and the respective central public authority. During the hearing representatives of the central public authority will explain and justify the proposal concerned. The Ministry of Finance shall examine the reasonableness and relevance of the proposal and shall make suggestions or may request the central public authority to reassess the proposal taking into account the priorities of the Government.
Presentation of budget amendment proposals
The template for submitting budget amendment proposals consists of three parts:

A. Overall overview table of total revenues, expenditures and sources of financing;

B. Format of the program budget for every expenditures program affected by the proposed budget amendment;

C. The Informative Note with explanations and justifications.

The template for submitting budget amendment is similar to the template used when developing budget proposals during the annual budget preparation process as presented in Chapter 4. However, additional columns are included stating the changes and the new total amounts. Table 6.2 presents the format for a budget amendment proposal.


Table 6.2
Template for presenting budget amendments
	Indicator
	Code
	Approved amount*
	Proposed change (+/-)
	Revised amount 

	
	
	FY
	FY+1
	FY+2
	FY
	FY+1
	FY+2
	FY
	FY+1
	FY+2

	
	
	
	
	
	
	
	
	
	
	


*) The amounts reflect the budget originally approved in case of a proposal for a first supplementary budget. If during the fiscal year a supplementary budget has been approved, the approved budget indicated in this column will include previously approved amendments.
The proposed amendments to the budget will be accompanied by an informative note, providing explanations and justifications. Explanation of budget changes will be offered in terms of implications for policy objectives, activities and costs. Where appropriate and possible explanations will be presented in terms of information on performance indicators. Assumptions underlying cost estimates will also be described concisely and clearly.
Depending on the results of the examination, if the amendments require the approval of the Parliament, the Ministry of Finance subsequently prepare and submit to the Government and subsequently to the Parliament a draft law amending the annual State Budget law in the form of a supplementary budget law.
6.3.2 Elaboration of draft supplementary budget law
On the basis of the proposed budget amendments the Ministry of Finance shall prepare the draft Supplementary Budget Law 
The first supplementary budget represents all amendments made to the originally approved budget. The second supplementary budget reflects changes made to the budget adjusted following the adoption of the first supplementary budget. The originally approved budget adjusted for supplementary budgets constitute the rectified budget. This budget presentation format is an efficient and transparent tool in the analysis and decision making on public resources. The figure below reflects schematically the place and significance of supplementary budgets.


Figure 6.1
Supplementary budget laws

[image: image6]
Draft Supplementary Budget Laws comprises the following sections: 

1. The textual part containing the statutory articles regulating the amendments to the budget; 
2. Annexes to the Supplementary Budget Law;
3. The Informative Note. 

Amendments to the budget proposed in the draft supplementary budget laws are presented in similar formats used in drafting the annexes of the draft annual budget as presented in Chapter 4, and include additional columns showing the amendments and revised budget resulting from the proposed amendments.

The Informative Note in the Supplementary Budget Law must be prepared in accordance with the requirements for the informative note accompanying the draft annual budget, as presented in chapter 4. The Informative Note will contain a summary table of the main amendments included in the supplementary budgets in relation to the amount included in the originally approved budget.


Table 6.3
Summary table of main revisions to the budget
	
	Code
	Amount

	
	Org1
	F1-F2
	P1-P2
	Revenue/ expenditure

	Original approved budget
	
	
	
	

	1st supplementary budget law*
	
	
	
	

	Main budget amendments by program/subprogram
	
	
	
	

	1)
	
	
	
	

	2)
	
	
	
	

	3)
	
	
	
	

	4)
	
	
	
	

	5)
	
	
	
	

	6)
	
	
	
	

	Other budget amendments
	
	
	
	

	2nd supplementary budget law*
	
	
	
	

	
	
	
	
	

	
	
	
	
	


6.3.3 Presentation and approval of the Supplementary Budget Law 

The Ministry of Finance shall present the draft supplementary budget law to the Government for approval. In examining the draft supplementary budget law by the Government, the Ministry of Finance, or where appropriate, the Central Public Authority that has submitted the proposed amendment, shall submit additional justification. The Ministry of Finance shall adjust the draft supplementary budget law if changes have occurred as a result of discussions at the Government session. The Government shall approve the draft supplementary budget law and shall submit it to Parliament for approval.

In examining the draft supplementary budget law by the Parliament, at its request, the Ministry of Finance shall present additional supporting information and shall finalise the Supplementary Budget Law, taking into account the changes agreed following discussions on the respective draft law.

6.4 State Social Insurance budget
Similar procedures are in place concerning amendments to the Annual Law for the State Social Insurance Fund.

Indicators approved for the State Social Insurance Fund can be modified in the following cases:

1. Changing conditions for calculating social insurance contributions for some categories of contributors;

2. Possible expenditure developments in connection with determining the actual quota of beneficiaries registered at the National House for Social Insurance.

The adoption of laws or acts, which set new conditions for social protection are considered new policies and are therefore not applicable during the fiscal year. Such amendments to the legislation shall be aligned to the next budget cycle.
The Ministry of Labour, Social Protection and the Family will submit the draft supplementary budget law for the State Social Insurance Fund to the Government. The Ministry of Labour, Social Protection and the Family shall ascertain any changes in consultation with the Ministry of Finance, including changes proposed by the Government during discussion of the respective supplementary budget in the Government meeting.

6.5 Budget for the Mandatory Health Insurance Fund
Similar procedures are in place concerning budget amendments related to the Annual Budget Law for Mandatory Health Insurance. The adoption of laws or acts, which set new conditions for mandatory health insurance are considered new policies and are therefore not applicable during the fiscal year. Such amendments to the legislation shall be aligned to the next budget cycle.
The Ministry of Health shall submit the draft Supplementary Budget Law for the Mandatory Health Insurance Fund to the Government. The Ministry of Health shall ascertain any changes in consultation with the Ministry of Finance, including changes proposed by the Government during discussion of the respective supplementary budget in the Government meeting.

6.6 ATU budgets
In accordance with Article 27 of Law on local public finance local public executive authorities of ATUs may submit proposed amendments to the approved budget of the ATU to the representative and deliberative authorities.

Procedures for preparing and submitting amendments to ATU budgets are similar as for the State Budget.

Procedures for examination and approval of amendments to ATU budgets are similar to the procedures for examining and approving ATU budgets.
7 Contingency and emergency budgets

Box 7.1
Relevant provisions in Public Sector Financial Management and Accountability Law 

	

	


7.1 Types of contingency and emergency situations
Rules and instructions regarding contingency and emergency budgets and budget can be applied under certain clearly defined circumstances. The following three types of situations can be identified:
1. Situations where the annual budget law has not been approved by Parliament before the beginning of the new fiscal year, i.e. by 31 December  – in that case the contingency budget will be applied;

2. Situations caused by adverse social-economic, natural or other force major situations (such as natural disasters, unexpected global economic and financial events, social unrest, war, etc.) having a significant impact on the budget and requiring urgent actions from the Government;

3. Situations caused by unexpected events occurring during the course of the fiscal year related to the exercise of regulatory tasks of public institutions which are caused by certain institutional and functional reforms, but which have not been possible to anticipate and, therefore respectively, not been included in the original approved budget.
The last two types of situations are regulated by means of adoption of emergency budgets.

The following sections stipulate the rules and procedures concerning contingency and emergency budgets in case of the State Budget. The rules and procedures described are similar in case of the State Social Insurance Budget, the Budget for the Mandatory Health Insurance Budget and ATU budgets.

7.2  Contingency Budget
If the annual budget law has not been approved by 31 December, the Ministry of Finance, on behalf of the Government, is authorised to implement a ‘contingency budget’. This will require adoption of a temporary budget to finance expenditure of Central Public Authorities and their budget institutions up to  1/12 (one twelfth) of expenditure from the original budget provisions of the previous fiscal year for each full month before the annual budget law is approved. The contingency budget will be applicable to fund expenditure of ongoing programs and projects, except for those completed. Funding of capital investment can be made only for ongoing projects and can only be proposed by the Department responsible for capital investment of the Ministry of Finance.
7.3 Emergency Budgets
Under certain conditions, established by law, the Government shall be entitled to enact emergency budget decisions. Conditions that allow the implementation of these powers are set out in the box below:

Box 7.2
Conditions to emergency budget decisions

	
	Condition
	Explanation

	1.
	Strictly necessary
	It concerns essential or vital expenditure, not one that is merely useful or beneficial.

	2.
	Sudden
	The event quickly came into being, not building up over time.

	3.
	Urgent
	In the sense of pressing and compelling, requiring immediate action.

	4.
	Unforeseen
	Not predictable or seen beforehand as a coming need (an emergency that is, for instance, part of the average annual level of disaster assistance funding would not be ‘‘unforeseen’’).

	5.
	Temporary
	The need is temporary in nature.

	
	
	


In case of conditions characterising exceptional circumstances the following solutions may be applied:

1. Adding budget expenditures;

2. Freezing of expenditure;

3. Incurring exceptional spending from government reserves.
Adding budget expenditures

In exceptional cases (such as large natural calamities or war declarations), the Ministry of Finance may propose to the Government, and subsequently the Government may propose to the Parliament, the effecting of any additional expenditures. If the Parliament approves the proposal of the Government, or takes no action on the respective proposal within 15 working days of its submission to Parliament, the additional expenditure will be effected. Any expenditure appropriation effected under such circumstances will lapse with the adoption of the (Supplementary) Annual Budget Law. Any expenditure incurred in such circumstances will be ultimately integrated into the annual / supplementary budget laws.
Freezing of expenditure

If in the course of execution of the State Budget the level of the budget deficit increases to enormous proportions, the Ministry of Finance may freeze expenditures in sufficient quantity to maintain the level of deficit, approved in the annual state budget law. Freezing of expenditure will imply that the original budget appropriations will not be honoured in full, resulting in either less spending on certain items which affect the prioritisation made during the process of preparing MTBF projections and during the annual budget preparation process. In the case of expenditure freezes, the conditions 2 to 5 as mentioned in Box 7.2 should be fulfilled. The Ministry of Finance has the power to freeze any program or item of expenditure which are considered to be a non-priority by refusing to issue an authorisation or by cancelling, in whole or in part, an authorisation already issued if the Ministry deems it necessary in the public interest. 
In these circumstances, the Government will present to the Parliament a report which will contain the rational for freezing expenditures and for protecting other expenditures from the expenditure freeze. The report will contain an annex with the same tables 1 to 7 as used for supplementary budget laws as described in Chapter 7. Table 1 should be completed in full and Table 2 will show revised estimates of revenues. In the tables 3 to 7 only items affected by the expenditure freeze will be indicated. In the case of expenditure freezes a detailed informative note will not be required.

Incurring exceptional spending from government reserves 

In accordance with the Public Financial Management and Accountability Law the Government in the framework of the annual budget law may set aside separate fund(s) to meet unforeseen and unavoidable expenditures that may arise during the fiscal year. There are two types of reserves:

1. Current Reserve, to meet urgent and unforeseen expenditure which arises during the course of the fiscal year; and

2. Permanent Reserve, to finance urgent actions arising from natural disasters and to support persons who were affected by disasters.

These two Reserves will be established using the general rules and instructions concerning the preparation of the annual budget. The Current Reserve and Permanent Reserve will be an amount determined by the Government and appropriated under the annual budget law for exceptional and unforeseen situations, which fulfil the conditions as mentioned in Box 7.2. The amount of these reserves will reflect the specific circumstances and will be justified in the Informative Note of the annual budget law. These reserves may be used only at the Government's decision respecting the conditions and criteria for use of these funds. The Reserves cannot be used for any new policy initiatives.
The Current Reserve is distributed to Central Public Authorities and their subordinate budget institutions on the basis of a decision of the Government in order to cover urgent or unforeseen expenditures occurring during the budget year. In the case of use of the Current Reserve, whenever urgent and unforeseen requirements for expenditure arise, Central Public Authorities shall submit written requests to the Ministry of Finance. These requests shall state clearly the rationale, the amount sought, the assumptions underlying for the calculation of this amount, and justification and explanation. Central Public Authorities will prepare their proposals using the same templates as required for preparing budget amendments as described in Chapter 6 of this Set.
The Ministry of Finance will review the requests and prepare a consolidated report on the use of the Current Reserve and present it to the Government for taking decisions. The Ministry of Finance will include the proposed use of reserve together with any other agreed budget amendments by the Government in the draft supplementary budget law. An informative note will be added which will contain also the justification and explanation of the use of the Funds in accordance with the specified criteria for the use of these funds.

The Permanent Reserve ensures the availability of a mechanism for rapid channelling of funds in the event of a natural disaster or other significant events.  On the basis of request of authorities (committees), the Ministry of Finance shall process these requests for use of the permanent reserve and proposes to the Government a draft decision on the distribution of these resources. The Ministry of Finance will include the proposed use of reserve together with any other agreed budget amendments approved by the Government in the draft supplementary budget law. An informative note will be added which will contain also the justification and explanation of the use of the reserves in accordance with the specified criteria for the use of these reserves. The procedure for making amendment to the budget and elaboration of supplementary budget laws are described in Chapter 6 of this Unified Set.
PART B: TOOLS - MODEL, METHODOLOGIES AND GUIDELINES
8 Guidelines for Using the Macro-Fiscal Forecasting Model

8.1 Introduction

The macro-fiscal forecasting model (hereafter: MFM) provides the possibilities to estimate available resources in the medium term and the total amount of public expenditures. The projections produced by the model assists the Ministry of Finance in planning the budget for the medium term, because the model estimates the revenues which together with the projections on financing sources give the total resource framework available for public expenditures. Therefore the MFM constitutes a consistent and transparent framework for elaboration of the MTBF and annual budget planning.
MFM uses as input published statistical data, official macroeconomic forecasts and a set of user assumptions to project different macroeconomic and budgetary indicators. The last year for which statistical data are available (the last executed fiscal year) is the base year for the model calculations. For example, when the projections are produced for the MTBF for the period 2009-2011 in the beginning of 2008, the base year for these projections will be 2007, which is already being executed. 

Certain assumptions are included in the model to be able to make projections and the basis of the forecasts for the next four years after the base year relies on a number of formulas. The results of the model can be used later on to estimate the macro-fiscal framework as part of the MTBF exercise. The model can also generate tables and charts necessary for the MTBF  document. 


With the basic assumptions included in the spread sheets of the model and on the basis of a series of equations estimates for the next four years after the base year can be obtained. These results can then be used to estimate the macro-fiscal framework in the context of the MTBF and the process of annual budget planning. The model is able to generate tables and graphs as needed.
The model consists of 3 files linked with each other:

· The file “MMF.xls” is the main file consisting of two work sheets for the assumptions and the model projections;

· The file “grafice MMF.xls” generates the relevant charts; and

· The file “Tabele MMF.xls” – the tables used in the annual MTBF document.

8.2 Model Objectives 

The model can be used for different aims as follows:

· Revenue and expenditure forecasts. The model forecasts the amount of public revenues that the government plans to collect during the next three years and the amount of public expenditures that could be spent taking into account the available money from internal and external sources. The numbers given by the model depend on the initial assumptions inserted in the spread sheets of the model. Revenue forecasts are automatically calculated by a series of formulas using the information contained in the above mentioned work files.
· Optimistic and pessimistic forecasting scenarios. The forecasted amounts for revenues and expenditures rely on the assumptions about different variables, such as GDP growth, inflation, import growth, etc. Nonetheless these are just assumptions; the real values of these variables can be different from their expected values. Therefore, a series of pessimistic and optimistic scenarios can be generated by changing the assumptions. It also allows evaluating the risks with high probability if the revenues will not be collected in the forecasted amount, and the impact of these risks on the budget.
· Fiscal forecasts to evaluate the impact of the tax system on revenues. When specific tax rates are subject to changes it is important to know how it will influence revenue collection. The work sheets for fiscal forecasting (WSFF) reflect the change of the revenue amount: the increase or decrease of tax collection levels and how the changes of revenue policies can influence future revenue amounts. 

· Estimate revenue breakdown on different budgets. After revenues are forecasted for the National Public Budget for the medium term, they are broken down in different budget levels, including of the State budget and ATU budgets based on previous historical trends. Figure 8.1 shows different budget levels for which the model can generate forecasts.

· Produce tables and charts which can be use for the MTBF  document.  The model produces automatically tables and charts, which could be used later on for the budget documentation. These tables include the dynamics of revenues, expenditure and financing sources for the budget deficit /surplus.

Figure 8.1
Level of information produced by the macro-fiscal forecasting Model
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8.3 Model Structure

Data are entered into spreadsheets containing macroeconomic assumptions (p-macro), and assumptions concerning the budget (p-bug) and on state debt (p-fin). These automatically are used to generate results in other worksheets. Worksheets are linked by mathematical formulas and macroeconomic and fiscal assumptions and fiscal policy objectives and public debt, which deliver data for calculations in other spreadsheets containing the final results of the model. Worksheets concerning macroeconomic, budget and debt must be updated annually, while other sheets are calculated automatically. Links between different worksheets of the model are shown in Figure 8.2.

Figure 8.2
Links between the work files of the Macro-Fiscal Forecasting Model
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· The model consists of three files with respective worksheets as follows:
· The file “MMF.xls”: 

· Cover sheet 

· Worksheets with assumptions:

P-Macro: Macroeconomic and fiscal assumptions 

P-Fisc: Data and analysis on revenues 

P-Bug: Budgetary assumptions (inter-budgetary transactions)

P-Fin: Financing / debt assumptions

CF: Fiscal assumptions and calculations 

· Fiscal forecasts:

B-1: National Public Budget 

B-2(a):
State budget and ATU budgets

B-2(b):
SSIB and MHIF 

B-3(a): 
State budget 

B-3(b): ATU budgets 

· Non-fiscal projections and transactions 

PIB: Gross Domestic Product / Real Sector

BP: Trade Balance /External Sector 

PM: Monetary Sector.

· The file “Tabele MMF.xls” – main indicators and tables generated by the MFM.

· The file “Grafice MMF.xls” – charts /diagrams produced from the MFM data.
Description of the MFM work sheets 

This section describes the main work sheets of the MFM.

Cover: Title page 

The cover of the model contains the abbreviations used in the model, sets the base year for data entry and allows the user to select the scenarios. The base year is the last year for which all the data in a set is available. Enter “1” for the base scenario, or “0” for the alternative scenario (the detailed descriptions about how to work with different scenarios is given in the section describing the corresponding work sheets)

This worksheet explains different areas of other work sheets marked with colours. The colours are:

· Grey: Official forecast 

· Blue: Assumptions 

· Green: Statistical data 

· Bleu: Data from other pages 

· Yellow: Check of consistency 

· White: Model calculations 

P-Macro:  Macroeconomic and fiscal assumptions 

This worksheet contains most of the macroeconomic assumptions, which serve as the basis for the model and constitutes that part of the model in which most data are entered and updated annually. Data from Sections 1-4 and 8 related to macroeconomic assumptions are derived from government sources and refers to forecasts of macroeconomic indicators, such as GDP, inflation, currency exchange rate, the wage bill, etc.. Information on this sheet is updated annually, and the data sources for updating are given in Box 8.1.

Box  8.1
Information sources for macroeconomic assumptions

	DATA
	INFORMATION SOURCE 

	1. Macroeconomic assumptions 
	ME, NBM

	2. National Account (% of GDP)
	ME, NBS

	3.Trade Balance 
	NBM

	4. Monetary Sector
	NBM

	5. Fiscal Assumptions 
	MF

	6. Financing 
	MF

	7. External debt servicing (included in the budget)
	MF


Section 5 requires the fiscal assumptions, in the first place, by entering data on factors related to the refund of VAT collected by customs and refunded excises. These can be calculated based on existing figures of the previous year. Secondly, effective tax rates that are applied each year are to be entered into a spreadsheet for all revenues. Third, each tax elasticity is predicted for each tax, although there are no essential changes from year to year. Definition of elasticity is presented in Box 8.2.
The work sheet has the opportunity to work with two different scenarios. The first is the base scenario and the second is the alternative scenario, which may be pessimistic or optimistic, depending on circumstances. For the base case sections 1-5 must be completed with basic assumptions, and alternative assumptions for the alternative scenario. This allows a risk analysis, for example, assuming a decrease of GDP, it is possible to estimate what impact it will have on the main fiscal aggregates.


Box  8.2
What is an elasticity?

	Elasticity calculates the sensitivity of revenues to the changes in the tax base. For example:

· The income tax for individuals depends on personal income, for example a 10% increase of the income will determine a circa 11% increase of the income tax for individuals. In this case the elasticity equals 1.1; the same logic is true for income tax on business activities. 

· VAT is a tax on sales, as the income of people grows, they tend to spend more on services that are subject to taxes. It means that the elasticity is below 1. Thus a 10% increase of population income level, may produce a 7.8% increase in VAT collections. But the elasticity can be different for Moldova.


P-Fin: Work sheets on debt 

This work sheet calculates the stock of internal and external debt and debt service payments. Data must be inserted for all forecasted years. The model offers two basic scenarios: basic one and one alternative. Data must be entered in both scenarios.
P-Fiscal: Revenue trends 

This sheet breaks down revenues for each tax and examines trends since 2000 in absolute value, the share of total revenues and a percentage of GDP. This sheet uses data from other sheets and therefore does not require some additional data, except for actual data on  revenues for the previous year which must be inserted each year.

B-Bug: Budgetary assumptions 
The work sheet on the budgetary assumptions is used to analyse the disaggregation of the tax / revenue and expenditure in the State Budget and budgets of ATUs. The assumptions are inserted depending on  the different budget levels.
B-1: Fiscal projections 

This worksheet is used to forecast revenues and expenditures and produces various fiscal scenarios, depending on the assumptions introduced in macroeconomic and fiscal chapter. There is no need to enter some data into this sheet because all data are generated automatically.
The work sheet presents forecasts for current revenues, expenditure, the general and primary balance and financing sources for the public sector. To change from the baseline to the alternative scenario, the user must insert 1 for the main scenario and 0 for the alternative one in the appropriate cell. The model recalculates the forecast depending on the chosen scenario.

CF: Fiscal calculations 

This worksheet is used to calculate expected changes in the actual tax revenues as a result of tax rate variations or other factors, which are supposed to affect the collection of revenue. The first table calculates the effective tax rate change as a result of macroeconomic assumptions. The second table uses this information to calculate the increase or decrease of revenues as a result of tax rate changes. Last table is linked to work sheet B-1, as possible changes in revenue collections are included in revenue forecasts
B-2(a): State budget and ATU budgets 

The worksheet calculates revenue and financing sources of the state budget and budgets of ATUs.
B-2(b): Other budgets and funds 

The work sheet produces the budgets for SSIF and MHIF. The data are imported from the work sheet with budget assumptions and there is no need to enter  data manually in this work sheet.

B-3(a): State budget  

The work sheet forecasts the revenues, expenditures, financing sources of the State Budget. These include external funds and grants.
BS baza: State budget 

This work sheet makes projections of resources for the main component of the State Budget, which means they are not included in special funds and resources, and projects financed from external sources.
B-3(b): ATU budgets 

The work sheet forecasts the revenues available for ATU budgets, the amount of expenditures and the sources of deficit financing.
BP:  Trade Balance 

Trade Balance contains projections on the main aggregates of the current and capital account. There is no need to insert data manually in this work sheet.

PM: Monetary Policy 

The work sheet forecasts the net assets and liabilities of the country. There is no need to insert data manually in this work sheet.

PIB: National Accounts 

National Accounts forecast GDP per sector. There is no need to introduce data in this work sheet because the latest year is calculated from the data and assumptions from other work sheets.

8.4 Model assumptions 

The most important part of the model are worksheets that contain assumptions (macro-p, p-bug, and CF). Every assumption is introduced as new. Each one is filled in with new assumptions. Most of them come from official projections, the other depend on the rational use of the model.
The assumption for the work sheet p-bug comes from government, specifically the breakdown of fiscal revenues, the transfers between different budget levels.

Data for macroeconomic assumptions in the field of balance of payments and monetary sector must be obtained from relevant sources (see Box 5.1) and then inserted in the worksheet with the macroeconomic assumptions (p-macro). Appreciation / depreciation of national currencies, shares in GDP are automatically calculated by the model. Assumptions on tax rates for the CF sheet are received from the division responsible for fiscal policy, and data on elasticity and breakdown of taxes are introduced according to the calculations and assumptions of the model user. Assumptions for the work sheet p-bug come from government sources, in particular the division of tax revenues, transfers between budgets of different levels.
While estimating the budgetary indicators it is necessary to pay attention to the accuracy of the assumptions from the previous year. If these were wrong, then the assumptions need to be adjusted when developing forecasts for the following year.
8.5 Methodology for revenue forecasting 

The approach used to forecast revenues is the elasticity approach. This reflects the relationship between growth of tax collections for each type and the corresponding tax base growth. Increase in tax collections is projected by multiplying the projected growth of the taxable base with the elasticity, and adding the impact of expected changes in the tax rate. (Source: IMF - Fiscal Transparency Manual).
In the following the methodology for forecasting each type of revenue flow presented.

Income tax on business activities 

The forecast for this tax contains of the following components:

	Income tax on business activities = revenue from the previous year * (estimated growth of the nominal GDP * elasticity) + revenue from tax rate changes


Income tax on business activities is calculated using collections from previous years multiplied by the projected growth in nominal GDP. Tax receipts from previous years include the amount of declared profit and the tax on this profit transferred by companies. For these reasons it is assumed that there is a direct link between these indicators, such as increased income taxes resulting from nominal GDP growth. Because of these companies are already paying this tax, it is assumed that they will continue to pay it in the next year, but based on a larger profit, because of expected GDP growth.
These assumptions are contrary to the assumptions to calculate changes in revenues as a result of tax rate changes. This is because these companies are supposed to pay taxes, but in reality will avoid them or will pay less than it should. Therefore it can be assumed that an increase in the tax base will result in proportional increase in tax revenues. As a result, the increase in the tax base is multiplied by the elasticity. Even if the tax base is increasing by 5%, it may have no effect on revenue collection because of tax evasion. The elasticity represents the relations between the tax revenue growth and the respective tax base growth. For example, if there is a 5% increase of the tax base, and it is assumed that only 85% tax revenues from the expected increase in this tax base will be collected, the elasticity will be 0.85. 
Tax rate changes (if any) and the corresponding impact on revenues is calculated in the tax calculation worksheet. It is estimated by multiplying revenue with the percentage change in tax rates to calculate gains or losses from changes in revenue collection.
Income tax on individuals 

The personal income tax is forecasted similarly as the income tax on business activities. The difference is the proxy for personal income, which is the nominal wage growth, as the income tax is generated by wages. The formula that is used is as follow:
	Income tax on individuals = previous year revenue * (expected increase of nominal wages * elasticity) + revenues from tax rate changes


VAT

The forecast for VAT revenues is broken down into VAT revenues collected within the territory of the country and VAT revenues collected by customs. They consist of the following elements:

	VAT collected within the country = previous year revenue * (expected consumption growth * elasticity) + revenues from tax rates changes


Previous year's tax revenue is multiplied by the expected increase in consumption. This occurs because the revenue from previous years reported obtains the value of declared sales and the size of the tax paid. Therefore it is assumed that there is a proportional relationship between this figure and the increase in revenue as a result of increased consumption. This assumption is contrary to the assumption to calculate changes in revenues as a result of changes in tax rate changes.  The increase of the tax base, when more companies / buyers are supposed to pay VAT, does not result in proportional increases of that tax revenue, because some of them will actually try to avoid or pay less than they should.
Refunded VAT 

VAT refund is calculated by the multiplication of VAT on imports, projected for the current year as share of VAT refunds in total VAT collection. This means that if on average 20% of VAT on import is returned, it is assumed that this trend will continue.
	Refunded VAT = - (VAT collected by customs)  * share of refunded VAT in total VAT revenues collected by customs


VAT collected by customs (on imports)

VAT revenues collected at customs are calculated differently for VAT collected in the country. Revenue growth depends on the volume of imports and any change in tax rate. Revenues from the previous year are multiplied by the increase in imports in order to calculate how many additional revenues can be collected. They are then multiplied by the elasticity and change in the national currency exchange rate, because the revenues will increase or decrease depending on how the exchange rate will appreciate or depreciate.

	VAT collected by customs = previous year revenue * import growth * elasticity * exchange rate changes + tax rate changes


Tax rate changes (if any) and the corresponding impact on revenue is calculated as to include the impact of changes in revenue estimates.

Taxes on foreign trade 

Revenues on foreign trade transactions are calculated as follows:

	Taxes on foreign trade = previous year revenue * import growth *exchange rate changes * elasticity +  revenues from average tariff changes


Taxes on foreign trade are calculated similarly as the VAT collected by customs. Revenue growth depends on the volume of imports and any change in tax rate.
Revenues from the previous year are multiplied by expected growth in imports to calculate how much additional revenue can be collected. These are multiplied by exchange rate changes, because the revenues will increase or decrease depending on exchange rate changes. Any changes in the average tariff rate is calculated and the impact on revenue is then included in the final estimate.
Excises 

Excises are calculated separately: for imported commodities and for commodities produced within the country. Calculations rely on estimated consumption growth of internal commodities and on estimated imports growth minus refunded excises on imports. Since it is not possible to calculate an exact average rate for excises, revenue changes due to excuse change are not calculated.

Excise duties are calculated separately for imported products and goods produced in the territory of Moldova. Calculations are based on expected increase in consumption of domestic production minus any refunds and on the estimated growth in imports minus any refund of excise duty on imports. Since is not possible to calculate precisely the average rate of excise duty,  revenue changes due to excise rate changes is not calculated 

	Excises on internal commodities = previous year revenues  x (consumption growth  x elasticity)


	Excises on imports = previous year revenues  * (imports growth x elasticity) exchange rate appreciation /depreciation


Tax on land and immovable property 

The tax on land and immovable property is assumed to be constant each year. Therefore, it is calculated as follows:

	Tax on land /immovable property  = last year revenues


A summary of variables used as proxy for revenue growth forecast is shown in box 8.3 below.

Box  8.3
Proxy variable for revenue forecast

	REVENUE
	PROXY VARIABLE

	Income tax on business activities 
	Nominal GDP growth 

	Income tax on individuals 
	Nominal wage growth 

	VAT  –  collected by customs 
	Import growth 

	VAT  – collected within the country 
	Consumption growth

	Excises 
	Consumption growth

	Taxes on foreign  trade 
	Import growth

	Tax on land
	Previous year revenues 

	Tax on immovable property
	Previous year revenues 


8.6 Model for forecasting expenditures
Public expenditures are estimated in the model as a residual and represent the total amount of resources available for spending. Thus, the forecasted expenditure is calculated by adding together the projected revenues and financing sources estimated for the respective forecasted years.
8.7 Steps for working with the model

	STEP
	Description

	STEP 1
	For each work sheet insert a new column before the last year with existing statistical data. Copy the formulas from the column with the last year. Add another base year that the model will use to make new forecasts. This will be the last year for which the entire set of available data exists. For example, if the numbers from 2007 are used to make the forecasts for 2009-2011, then 2008 is the next year which must be added for 2010-2012 forecasts.

	STEP 2
	Change the assumption in the work sheets on macroeconomic and fiscal calculations, budgetary assumptions and on state debt.

	STEP 3
	On the cover sheet introduce a new base year and the scenario to be produced.

	STEP 4
	After introducing new data, press F9 to recalculate all working sheets.

	STEP 5
	Use the working sheet on the National Public Budget to check the revenue and expenditure forecasts. If the numbers look unrealistic check the assumptions and adjust them if needed.

	STEP 6
	Check consistency (the values in the boxes with the verification must be zero), otherwise check the input data.

	STEP 7
	If there is any need to evaluate the impact of tax rate changes. Change the tax rates in the working sheet with assumptions and see the worksheet with forecasts to evaluate the impact on revenues.

	STEP 8
	To produce pessimistic and optimistic scenarios save the working sheets and change the assumptions. The main variables which can be changed are GDP, inflation, imports and exports.

	STEP 9
	Use the charts and tables to produce charts and other information for the MTBF  document.


9 Guidelines for Establishing Baselines

9.1 Introduction

These instructions represent a set of guidelines for developing and updating the baseline. In the following sections, the baseline concept, its structure, how to prepare / update the baseline and the factors taken into account when updating the baseline, the format used in estimating the baseline with detailed instructions for completion are presented. Also it provides an example of estimating / updating the baseline for the education sector over several cycles of budget preparation, with detailed explanations of the steps taken.

9.2 Baseline concept
The “baseline” corresponds to the current service level of a budget institution and equals the total amount of resources needed to provide over the medium term the same quantity and quality of services currently offered. In estimating the baseline it is assumed that present policies will remain unchanged for the next years to come. Baseline will be adjusted only in order to ensure a constant supply of services or to maintain the real value of benefits. Any other increases caused by volume expansion or improvement of quality of service provision must be presented as new policy proposals, subject to the rules of examination and prioritisation of new spending proposals.

The baseline concept and its application vary in different countries and there is always a clear demarcation on what to include and what not to include in the baseline. This can often become a source of debate between the Ministry of Finance and budget institutions. In these debates on the structure of the baselines for each spending program one may need to resort to different judgments. However, the general principle is that the baseline represents only the costs to implement policies and programs already approved. 

In all other cases, the Ministry of Finance will provide solutions to this problem and determine the baseline structure and establish clear rules on their estimation or updating.

The baseline constitutes one of the elements of expenditure ceilings established in the MTBF and represents the costs of expenditure programs over a medium term period on the basis of existing policies and laws. The baseline scenario is therefore a useful benchmark and control factor for the budget preparation process, which allows separation of the costs required to implement existing policies from the costs of new policies.


At the macro level, baselines can identify possible inconsistencies with the government’s overall fiscal strategy. For example, the costs of social benefit programmes may be increasing at a rate incompatible with fiscal deficit targets.

9.3 Estimation of the baseline

Baseline estimation involves the following main activities: 

· Review of current activities for each sector / spending program and identify programs or activities which  will be end and specific expenditure or costs specific to one year only (such as costs for organisation of parliamentary elections);

· Analysis of the use of existing resources and identify efficiency savings within existing spending programs;

· Estimation of the costs of existing programs in the medium-term, taking into account the parameters of price and wages, and also cost factors. 
The baseline is estimated for each sector separately and comprises two distinct components:
· baseline for recurrent expenditure;
· baseline for capital investment.
Baseline estimation imply the analysis of recurrent expenditure of each major category of recurrent expenditure (personnel costs, goods and services, transfers and subsidies, other operating expenditure) and estimate their costs in the medium term, taking into account recent trends and the approved decisions on cost factors and price parameters.

The Ministry of Finance may determine specific rules on their amounts and how they will be implemented. 

The development of the baseline for capital investment involves the following main activities:

· Estimation of the total volume of expenditure to finance projects under implementation;

· Estimation of the total volume of expenditure planned for implementation of projects that have not yet started, but which have already approved in the previous MTBF.
The baseline is estimated at the sector level and includes expenditure financed from all parts of the National Public Budget, both from general revenues, as well as from own revenues. 

Below the parameters used in estimating the baseline and the method of calculation for each category of expenditure separately are briefly described.
9.3.1 Parameters

Before each updating exercise the Ministry of Finance will provide relevant information on certain key parameters, such as wage and salary rates and prices other non-wage inputs (energy prices, unit costs for utilities) in the MTBF circular. Alternatively, any centrally determined price or wage changes may be provided at a later stage in the budget preparation process.

At some point, based on the practices of some OECD countries, the Ministry of Finance may require that sectors and corresponding budget institutions will apply a cost savings factor when updating baselines (e.g. 2 % on the volume of recurrent expenditure approved in the previous year). The cost savings would be achieved through identified efficiency gains in delivering the same level of service under a program.

The same approach can be used in the case of a budgetary crisis when the sufficient resources are not available to cover fully the estimated baseline. In this situation, the Ministry of Finance estimates a percentage expenditure reduction in existing programs and requires Central Public Authorities to provide proposals for reduction, cancellation or suspension of existing expenditure programs.
Reduction of expenditures in the baseline resulting from the review of declining cost factors and parameters will not be left to the discretion of the budget institutions. 

At their discretion the budget institutions are allowed to use savings resulting from an improved efficiency of resource use only to strengthen services in other programs. It should be noted that achieving cost savings in a program through reducing service levels would constitute a policy-determined reduction from the baseline and would require government approval.
9.3.2 Element of the baseline

Cost factors

The main cost factors which influence the costs are the beneficiaries of services and the price of the services (unless specific information is available, use the price projections under “Parameters”). Budget institutions should not show the impact of proposed rate changes, unless these have already been approved or will be approved with certainty.
Personnel expenditure
On the basis of existing legislation and policies, the baseline estimate would include projections of the wage bill and social and health insurance contributions. Projections are based on projected numbers of employees, wage and salary rates and current contribution rates (or revised rates if already approved or practically certain to be approved). The Department of analysis and monitoring of personnel expenditure and employment in the budget sector of the Ministry of Finance will conduct analyses and presents projections of the salary expenditure parameters. As mentioned centrally determined price or wage changes may be provided at a later stage in the budget preparation process.
Purchases of Goods and Services

The line divisions of the Ministry of Finance will analyse information about expenditure on current activities and maintenance work of the last two to three years. They shall analyse the dynamics to estimate the costs required to maintain the quantity and quality during the next fiscal year. Historical data may vary from year to year due to termination of projects, start of some new services, modifications and other initiatives. To estimate these elements is necessary information about the parameters of efficiency, price parameters and the unit cost norms determined by the Ministry of Finance, as appropriate.
Transfers and Subsidies

Subsidies and transfers to enterprises, and individuals should be based on existing policies and programmes.

Debt service

Projections of debt-related expenditure would provide estimates of the required resources for servicing of state debt.

Capital investments

Estimation of the baseline for capital investments includes the following:

· expenditures on the basis of existing capital investment projects not yet completed and which have to be completed;

· new capital projects not yet started but for which legal commitments have already been made and are approved in the previous MTBF process.  

Projects for which contractual commitments are not yet made, but which are necessary for maintaining existing service levels (e.g. building renovations, road rehabilitation) are not yet to be included in the baseline.

9.4 Updating of the baseline 

The annual budget once approved by Parliament in December as part of the Budget Documentation, becomes the new baseline. Prior to the beginning of the next budget cycle, the baseline should be revised to take into account of “technical changes”, i.e. changes with no policy significance, that is, no change in the quality and quantity of government services provided.

The baseline is updated taking into account:

1. Cost of existing commitments: based on policy decisions included in the approved annual budget of the current year and policy decisions made in the framework of the previous MTBF.
2. Forecasting changes: For example, revised projections of social assistance beneficiaries and student enrolment may have a direct impact on spending. Where such circumstances have arisen the legislation involved should be identified. In contrast, revised projections due to, for example, a change in the scope of a benefit or the amount of benefit would clearly not be part of the baseline, as a policy decision would be required. 

In addition the baseline may be adjusted, taking into account other policy-neutral factors, like:

a. Changes in the time phasing of already approved programmes.

b. Rephasing of capital investment projects for technical reasons (e.g. road project delayed due to bad weather), with total expenditure estimated for the project remaining the same (except if the contract provides for inflation indexation).

c. Changes in the estimates of the future recurrent costs of yet-to-be completed capital projects.

d. Legislation approved since the approval of the present year’s annual budget which carries budgetary obligations.

e. Budget measures approved since the beginning of the year which are not fiscally neutral, both in the current year and in the forthcoming years. 

Updates of the baseline are shown as additions or subtractions to the previous baseline.

If the updated baseline exceeds the estimated resource framework, then the baseline is set at the level of resource framework. In this situation, the Ministry of Finance will adjust the baseline to fit within the framework of available resources. Adjustments of the baselines by sector will be based on proposals of Central Public Authorities concerning reduction, cancellation or suspension of existing spending programs, and presented in the sector expenditure strategies.
Revisions in pay and price parameters may either be included in the baseline or be considered separately at a later stage in the budget preparation process. The decision will be taken be the Ministry of Finance.

9.5 Format for presenting the baseline

The results of the analysis and estimates of the baseline should be presented by completing the form below. This form is completed for each sector. However, the baseline can be estimated bottom-up: at sub-program level and aggregated at program level.

The process of estimation / updating the baseline will be supported by the financial management information system. Hence, the format constitutes an information instrument and will be processed in the system.

The following table provides the format for the estimation / updating of the baseline.


Table 9.1 Estimation and updating of the baseline per sector
	in million lei

	 
	Indicator
	Code
	FY
	FY+1
	FY+2
	FY+3

	
	
	
	Approved
	Estimates

	
	Sector A
	
	
	
	
	

	1
	Approved budget current fiscal year FY
	 
	 
	 
	 
	 

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	2
	Commitments approved in the MTBF of the previous year
	 
	 
	 
	 
	 

	 
	2.1 Factor 1 / Policy 1
	 
	 
	 
	 
	 

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	 
	2.2 Factor 2 / Policy 2
	 
	 
	 
	 
	 

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	3
	Factors in estimating / updating of the baseline
	
	
	
	
	

	
	3.1 Factor 1
	
	
	
	
	

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	
	3.2 Factor 2 
	
	
	
	
	

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	4
	Baseline estimate / update (preliminary expenditure ceiling) (1+2+3)
	 
	 
	 
	 
	 

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	5
	Efficiency savings
	 
	 
	 
	 
	 

	
	5.1 Factor 1
	
	
	
	
	

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	
	5.2 Factor 2 
	
	
	
	
	

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	6
	Updated baseline (4+5)
	 
	 
	 
	 
	 

	 
	Recurrent expenditure
	 
	 
	 
	 
	 

	 
	Capital investments
	 
	 
	 
	 
	 

	
	
	 
	 
	 
	 
	 


Abbreviations: FY: current fiscal year; FY+1: fiscal year for which the draft budget is prepared; FY+2 and FY+3: forward projections for next two years

The basis for the estimation / updating of the baseline is the approved budget of the year (indicator 1), adjusted to the financial implications of the policies approved in previous year's MTBF (indicator 2) and taking into account other factors that influence the amount of expenditure. These factors may reflect changes in macroeconomic indicators (inflation, wages), demographic (number of beneficiaries) and other changes in existing laws or regulations.

9.6 Responsibilities

The baseline is estimated annually at the stage of establishing preliminary expenditure ceilings in the early stage of development of the MTBF. It is updated to consider proposals of Central Public Authorities in the framework of the sector expenditure strategies. Budget institutions are required to justify and explain in writing any proposals to increase or reduce the baseline announced by the Ministry of Finance.

Initially, the Ministry of Finance will be responsible for developing and updating the baseline by sector. This activity involves sometimes the need to request data and other relevant information from budget institutions (statistical data). Specific responsibilities of the departments of the Ministry of Finance directions are described in section 3.6 concerning setting of expenditure ceilings.
With the building up of capacities of Central Public Authorities the responsibility for preparing baselines may be shifted to the Central Public Authorities. In any case they will still be required to discuss proposals for updating the baseline with the Ministry of Finance and budget institutions in order to reach a consensus and agree on a common agreement. If common ground will not be reached and when the Ministry of Finance considers that the updating of the baseline proposed by the budget institution represents a significant change in the quantity and quality of services delivered and therefore has policy implications, the decision will be taken during the discussions within the Government.

9.7 Numerical example of baseline estimation and updating

The baseline methodology functions as a fundamental element for determining preliminary expenditure ceilings at the stage of developing the MTBF.

Below follows a numerical application of the baseline methodology to enable understanding the linkages between the approved annual budget and the newly to be developed budget. The example is hypothetical aimed to present how the baseline is established and updated. The example focuses on higher education, which is the responsibility of the Ministry of Education.

Budget cycle 1: Preparation of the MTBF 2010-2012 and the annual budget for 2010

Table 9.2 present the required format for updating baselines. 


Table  9.2
Initial budget cycle for updating the baseline in higher education 2010-2012 (in millions of Lei)

	
	
	2009
	2010
	2011
	2012

	
	
	Approved
	
	
	

	1
	Approved budget 2009
	100
	100
	100
	100*

	2
	Ongoing commitments of previous year’s MTBF  for future years  (Here: representing MTBF  2009 for 2010 and 2011 and rolled over to 2012)
	
	5
	10
	10

	3
	Cumulative total (=1+2)
	
	105
	110
	110

	4
	Known real changes in expenditure (due to demographic changes and other cost factors enshrined in legislation or regulation)
	
	3
	3
	3

	5
	Cumulative total – Updated baseline (=3+4)
	
	108
	113
	113

	6
	New Policy Initiatives
	
	
	
	

	
	Policy proposal 1
	
	
	
	

	7
	4.1 Financial impact for next year’s budget
	
	5
	
	

	8
	4.2 Financial impact for future year’s budget

(Here: representing ongoing commitments of MTBF  2010 for 2011-2012)
	
	
	6
	7

	9
	Total policy proposal 1 (=7+8)
	
	5
	6
	7

	
	Policy proposal 2
	
	
	
	

	10
	4.1 Financial impact for next year’s budget
	
	
	
	

	11
	4.2 Financial impact for future year’s budget

(Here: representing ongoing commitments of MTBF  2010 for 2011-2012)
	
	
	10
	12

	12
	Total policy proposal 2 (=10+11)
	
	0
	10
	12

	13
	Sub-total New Policy Initiatives (=9 + 12)
	
	5
	16
	19

	14
	TOTAL (=5+13)
	100
	113
	129
	132


It is assumed that ‘Ongoing commitments of previous year’s MTBF ’ rolls-over to the new outer-year

of the MTBF  (= dashed arrow in Row 1). This depends on the types of programmes resulting in ongoing commitments.


· Row 1: The starting point for updating the baseline for the programme ‘Higher education’ is the approved annual budget of 2009 (row 1 in Table 6.2).

· Row 2: Added to this are the ongoing commitments of decisions made during previous year’s MTBF and budget preparation cycles.

· Row 4: Added to this are the known real changes in expenditure caused by changes in forecasting of relevant demographic data and/or forecasting changes in cost factors influencing expenditure levels, which are enshrined in legislation and regulation. In this example it is assumed that the forecasting specialists of the Higher Education Department of the Ministry of Education of the Republic of Moldova, based on new insights in the determining factors for enrolment levels at higher educational establishments, raise their enrolment projections.

· Row 5: Together this will give the updated baseline. This figure will be the preliminary ceiling which will be the basis for the budget institutions, in the framework of sectors, for developing Sector Expenditure Strategies.

During the MTBF process new policy initiatives can be proposed and if accepted added to the updated baseline. It is important to understand that the determining factor for being a new policy initiative is the year when the proposal has been agreed upon, even though the financial consequences will occur not immediately.

In the MTBF process the Ministry of Education proposes two new policy initiatives.

· Rows 7 and 8: The first policy proposal comprises an increase of the amount of stipendium provided to a student. The total costs of this proposal will be Lei 5 million in 2010 (Row 7) and Lei 6 and 7 million in respectively 2011 and 2012 (Row 8). The Ministry of Education has considered the Guidelines for cost estimation (see Chapter 7), when costing this proposal.

· Rows 10 and 11: The second policy proposal comprises the financial support to the Moldova State University in Chisinau to establish a new Faculty of European Studies. The Ministry of Education refers in its justification that the foundation of this new Faculty is in line with the Government of Moldova priority to strengthen relations with the European Union and the promote knowledge and research in European studies. The establishment of the new Faculty and the courses to be provided still need to be worked out by the rector and professors of  Moldova State University and the thinking and planning will be done next year, in 2010. It is planned to start the new courses in 2011 and 2012. The cost implications are estimated at Lei 10 and 12 million in 2011 and 2012 respectively. The costs will comprise the wage costs of additional lecturers, the setting up of a European studies library within the University as well as other costs. It is not expected that new lecture rooms will be needed, though the building of the library will be done in two years.

· Row 13: The total costs of both new policy proposals are indicated in this Row by adding up Row 9 and 12.

· Row 14: The Ministry of Education requests the funding of the new policy proposals. It has no comments on the update of the baseline provided by the Ministry of Finance (and as mentioned functioning as the preliminary ceiling) as its staff works very closely and has regular contacts (both formally and informally) with the Line Division of the Ministry of Finance responsible for education. In this example it is assumed that the Ministry of Finance has agreed with these two new policy initiatives which have been subsequently endorsed by both Government and Parliament in the subsequent stages of preparation of the annual budget. In the end the newly approved budget will be the new baseline and will function as the starting point for the next budget cycle.
Budget cycle 2: Preparation of the MTBF 2011-2013 and the annual budget for 2011

Table 9.3 present the same table, but will be used to explain updating of the baseline for higher education going from one budget preparation cycle to another cycle. 


Table  9.3
Updating of the baseline in higher education (in millions of Lei) for the next budget cycle 2011-20139 (in mil. Lei)
	
	
	2009
	2010
	2011
	2012
	2013

	
	
	
	Approved
	
	
	

	1
	Approved budget 2010
	100
	113
	113
	113
	113

	2
	Ongoing commitments of previous year’s MTBF  for future years  (Here: representing MTBF  2009 for 2010 and 2011 and MTBF  2010 for 2011 and 2012)
	
	
	16
	19
	19

	3
	Cumulative total (=1+2)
	
	
	129
	132
	132

	4
	Known real changes in expenditure (due to demographic changes and other cost factors changes enshrined in legislation or regulation)
	
	
	1
	1
	1

	5
	Cumulative total – Updated baseline (=3+4)
	
	
	130
	133
	133

	6
	New Policy Initiatives
	
	
	
	
	

	
	Policy proposal 3
	
	
	
	
	

	7
	4.1 Financial impact for next year’s budget
	
	
	5
	
	

	8
	4.2 Financial impact for future year’s budget

(Here: representing ongoing commitments of MTBF  2011 for 2012-2013)
	
	
	
	6
	

	9
	Total policy proposal 1 (=7+8)
	
	
	5
	6
	

	10
	Sub-total New Policy Initiatives (=9 )
	
	
	5
	6
	0

	11
	TOTAL (=5+13)
	100
	113
	135
	139
	133



· Row 1: The starting point for updating the baseline for the programme ‘Higher education’  is the approved annual budget of 2010 (see also Row 14, column 2010 in Table 9.3).

· Row 2: Added to this are the ongoing commitments of decisions made during previous year’s MTBF  and budget preparation cycles. In this example this relates to two previous MTBF  cycles:

· MTBF  2009 cycle for 2010 and 2011: The ongoing commitments of MTBF  2009 for 2011 are 10 as could be seen in Table 6.1  (Row 2). Lei 5 million has been included already in the approved annual budget for 2010. This means that for the new budget for 2011, only additional Lei 5 million has to be counted. For the forward estimate for 2012, the same amount has to be considered.

· MTBF  2010 cycle for 2011 and 2012: The ongoing commitments of the MTBF  2010 cycle are reflected in the approved new policy initiatives in the MTBF  2010 cycle. Lei 5 million has been already included in the approved 2010 budget, this means that for the new budget for 2011, only Lei 11 million has to be counted. For the forward estimate for 2012, this amount is Lei 14 million (= Lei 19 -/- 5 million). 

In total ongoing commitments of previous year’s MTBF  for 2011 and 2012 is the sum of the ongoing commitments of the previous cycles, being Lei 16 million  (= 5+11) for 2011 and Lei 19 million for the forward estimate in 2012 (= 5 + 14).
It is assumed that ‘Ongoing commitments of previous year’s MTBF’ rolls-over to the new outer-year of the MTBF, 2013.
· Row 4: Added to this are the known real changes in expenditure caused by changes in forecasting of relevant demographic data and/or forecasting changes in cost factors influencing expenditure levels, which are enshrined in legislation and regulation. In this example it is assumed that the forecasting specialists of the Higher Education Department of the Ministry of Education of the Republic of Moldova, again changes the forecasts based on their new insights in the determining factors for enrolment levels at higher educational establishments. The Line Division of the Ministry of Finance relies on the specific knowledge of the Ministry of Education, but becomes sceptical. It does not have, though, any evidence demonstrating other enrolment projection figures.

· Row 5: Together this will give the new updated baseline. This figure will be the preliminary ceiling which will be the basis for the budget institutions, in the framework of sectors, for developing Sector Expenditure Strategies.

During the MTBF  2011-2013 process new policy initiatives can be proposed and if accepted added to the updated baseline. Here we assume only one policy proposal will be agreed which will only have financial consequences for the forthcoming two years.

· Row 7 and 8: The Ministry of Education decides to propose the construction of new student accommodation to accommodate persistent requests from Chisinau Pedagogical State University "Ion Creanga", the Technical University of Moldova and Moldova State University to provide housing for their students which originate from cities and villages far located from Chisinau. The capital investment has passed the stage of screening two years ago. Last year, the universities have conducted their own cost-benefit analysis at own expense, showing enormous benefits (for instance, increasing diversity in the student population, potential higher learning results due to better living conditions for students). The cost estimates for constructing the student accommodation amount to Lei 5 million in 2011 and Lei 6 million in 2012. It is assumed that construction will be completed at the end of 2012. The cost-benefit analysis has been endorsed by the Ministry of Finance capital investment specialists.
· Rows 10: The total costs of this new policy proposal are indicated in this Row by adding up Rows 7 and 8.

· Row 11: The Ministry of Education requests the funding of its only new policy proposal. It has no comments on the update of the baseline provided by the Ministry of Finance (and as mentioned functioning as the preliminary ceiling) as its staff works continue to work very closely with the Line Division of the Ministry of Finance responsible for education. In this example it is assumed that the Ministry of Finance has agreed with these this new policy initiative which has been subsequently endorsed by both Government and Parliament in the subsequent stages of preparation of the annual budget. In the end the newly approved budget will be the new baseline and will function as the starting point for the next budget cycle.
Budget cycle 3: Preparation of the MTBF  2012-2014 and the annual budget for 2012

Table 9.4 present the same table, and will also be used to explain updating of the baseline for higher education going from one budget preparation cycle to another cycle. 


Table  9.4
Updating of baseline in higher education (in millions of Lei) for the next MTBF  and budget cycle, II

	
	
	2009
	2010
	2011
	2012
	2013
	2014

	
	
	
	
	Approved
	
	
	

	1
	Approved budget 2011
	100
	113
	135
	135
	135
	135

	2
	Ongoing commitments of previous year’s MTBF  for future years  (Here: representing MTBF  2009 for 2010 and 2011; MTBF  2010 for 2011 and 2012; and MTBF  2011 for 2012 and 2013)
	
	
	
	4
	-2
	-2

	3
	Cumulative total (=1+2)
	
	
	
	139
	133
	133

	4
	Known real changes in expenditure (due to demographic changes and other cost factors changes enshrined in legislation or regulation)
	
	
	
	0
	0
	0

	5
	Cumulative total – Updated baseline (=3+4)
	
	
	
	139
	133
	133

	6
	New Policy Initiatives
	
	
	
	
	
	

	
	Policy proposal 4
	
	
	
	
	
	

	7
	4.1 Financial impact for next year’s budget
	
	
	
	5
	
	

	8
	4.2 Financial impact for future year’s budget

(Here: representing ongoing commitments of MTBF  2012 for 2013-2014)
	
	
	
	
	0
	0

	9
	Total policy proposal 1 (=7+8)
	
	
	
	5
	0
	0

	10
	Sub-total New Policy Initiatives (=9 )
	
	
	
	5
	0
	0

	11
	TOTAL (=5+13)
	100
	113
	135
	144
	133
	133



· Row 1: The starting point for updating the baseline for the programme ‘Higher education’  is the approved annual budget of 2011 (see also Row 11, column 2010 in Table 6.2).

· Row 2: Added to this are the ongoing commitments of decisions made during previous year’s MTBF  and budget preparation cycles. In this example this relates to three previous MTBF  cycles:

· MTBF  2009 cycle for 2010 and 2011: The ongoing commitments of MTBF  2009 for 2011 are 10 as could be seen in Table 6.1  (Row 2). Lei 5 million has been included already in the approved annual budget for 2010. For the new budget for 2011, additionally Lei 5 million has been counted. For the forward estimate for 2012, the same amount has been considered. This means no extra money has to be considered for the new MTBF  cycle. The ongoing commitments of the 2009 MTBF  continue to roll-over to the new outer-year of the new MTBF , 2013.
· MTBF  2010 cycle for 2011 and 2012: As mentioned, the ongoing commitments of the MTBF  2010 cycle are reflected in the approved new policy initiatives in the MTBF  2010 cycle. Lei 5 million was already included in the approved 2010 budget, and this meant for the new  approved budget for 2011, only Lei 11 million has to be counted. It was calculated that the forward estimate for these ongoing commitments for 2012 would be Lei 14 million (= Lei 19 -/- 5 million) compared to the approved budget for 2010 . However, compared to the approved budget 2011 only Lei 3 million (= Lei 14 -/- Lei 11 million) has to counted in addition. It is assumed that the wage costs and library costs for 2013 would the same as was estimated for 2012.

· MTBF  2011 cycle for 2012 and 2013: The ongoing commitments for the MTBF  2011, resulting from the new policy initiative to build new student accommodation amounted to Lei 5 million and were included in the 2011 budget with financial consequences (Row 7 previous Table 6.2). For 2012, at the time of the MTBF  2011 cycle, the forward estimate was estimated at Lei 6 million; just Lei 1 million more than in 2011. In 2013 the construction would be ended, a downward correction has to take place of -/- Lei 5 million as this amount was included in the 2011 budget and does not to be taken into account anymore. Note that in the FMIS system the budget is based on all previous’ years budgets automatically, so such correction does not need to take place as the FMIS automatically goes back to the 2010 budget (in this example)! 

In total ongoing commitments of previous year’s MTBF  for 2012 and 2013 is the sum of the ongoing commitments of the previous cycles, being Lei 4 million  (= 3+1) for 2012 and a correction of -/- Lei 5 million for the forward estimate in 2013 as explained above.
· Row 4: Added to this are the known real changes in expenditure caused by changes in forecasting of relevant demographic data and/or forecasting changes in cost factors influencing expenditure levels, which are enshrined in legislation and regulation. In this example it is assumed that the forecasting specialists of the Higher Education Department of the Ministry of Education of the Republic of Moldova, for the second time want to make changes the forecasts based on new fresh insights in the determining factors for enrolment levels at higher educational establishments. The Line Division of the Ministry of Finance does not agree with this and does not make any adjustment, despite the protest of the Ministry of Education.

· Row 5:  This figure will be the preliminary ceiling which will be the basis for the line ministries, in the framework of sectors, for developing Sector Expenditure Strategies.

During the MTBF 2012-2014 process new policy initiatives can be proposed and if accepted added to the updated baseline. 

· Row 7: This time the Ministry of Finance urgently argues with the Ministry of Education to come with a one-time investment focussing on the building of a new enrolment projection model with associated software to overcome the constant changes annually in the enrolment projections. Here it is assumed that the Ministry of Education concurs and comes up with this policy proposal which will only have financial consequences for next fiscal year.

· Rows 10: The total costs of this new policy proposal are indicated in this Row by adding up Rows 7 and 8.

· Row 11:  The Ministry of Education requests the funding of its only new policy proposal which will be agreed upon with the Ministry of Finance within a second (as the idea was strongly promoted by the Ministry of Finance). The Ministry of Education has no comments on the update of the baseline provided by the Ministry of Finance (and as mentioned functioning as the preliminary ceiling) as its staff works continue to work very closely with the Line Division of the Ministry of Finance responsible for education. The new policy initiative will be subsequently endorsed by both Government and Parliament in the subsequent stages of preparation of the annual budget. In the end the newly approved budget will be the new baseline and will function as the starting point for the next budget cycle.
10 Guidelines for Cost Estimation

10.1 Introduction

These Guidelines is about cost estimation of policies for decision and budgeting purposes. The purpose is to set out practical approaches to identifying and estimating costs and revenues
 of new policies or extensions of policies, so-called Fiscal Impact Assessment.

The purposes of good cost estimation are:

· To ensure that the Government commits itself only to those policies and actions that can be financed by the budget, both in the short, medium and long term

· To  provide the opportunity to carefully weigh the benefits of a proposed policy against the costs of implementing it

· Identify ministries and budget institutions that will need budget resources as a result of adopting the policy

While principles for cost and revenue estimation are often straightforward, their application is not. The cost estimation requirements of different ministries and different officials in those ministries are varied and depend on the characteristics of each ministry and the particular task that an official wishes to perform. For instance, the cost accounting principles and the way costs are brought together within the existing coding system that ideally should apply, may not in practice exist. Either the principles are not followed fully or costs are not collected in the optimum form, or both. In this situation, the cost estimation approach will have to compromise the ideal and seek the best solution possible.

10.2 Warming up example

It is helpful to offer an introductory example. What something costs is not necessarily difficult to calculate and the difficulties, if there are any, may be more related to the uncertainties of the policy than to problems of cost estimation of any particular scenario.


Box  10.1
Imaginary example: Rehabilitation centres are proposed for the victims of human trafficking

	Capital Investment
The proposal would require three 100-bed shelters, located in the north, east and west of Moldova. These would be dormitory-style, each composed of four 25-bed housing wings and central core for feeding, recreation and administrative facilities. Each of these would have an area of about 1200 meters2. Land already exists for these shelters, so no cash outlay is required. Estimated cost for building 1 m2 floor area is approximately Lei 2500, so the total estimated investment cost would be around Lei 9,000,000 (3*1200*2500). 

Employees

Each shelter will require staff 24 hours a day, seven days a week. There is not a security risk; the staff principally would be social workers and caretakers. Each shift requires 5 staff for housing (one supervisor and one for each wing), and to cover the entire week four shifts are needed: a total of 20 housing staff per shelter. Additionally, each shelter would have four food service workers, two custodian/technical staff and a senior supervisor and two administrative support people. This means a total of 29 staff for each shelter, of which 5 are supervisors, 16 are professional and the remainder unskilled labour. For the whole proposal this means 87 staff for the shelters (29*3), plus, for overall program management, a senior manager, supported by a policy assistant and two clerical workers. Total employees are 91.

Taking into account the average monthly wage expenditure of the program management at the level of Lei 4000, managers Lei 3500, experts Lei 3000 and unskilled labour Lei 2500 the total monthly wage expenditure will be € 270,000. On an annual basis: 12 * Lei 270,000 = Lei 3,240,000.
Equipment includes the following items:

· Kitchen and dining equipment is not included in Capital Investment costs, where Lei 200,000 will be needed per 1 shelter, i.e. total Lei 600,000 (a lump-sum expenditure). 

· For beds and initial bedding (300 pieces) Lei 100,000 will be necessary. 

· For vehicles - three vans Lei 300,000 each) and seven sedans Lei 200,000 each) around Lei 2,300,000 will be needed. 

· Office equipment for four offices (three shelters and central office)—in each case four desks and chairs, four desk-top computers and one printer and related equipment such as file storage and side chairs, will require Lei 150,000. 

Other operating costs

· Food is calculated at Lei 50 per resident, based on experience in other –similar- facilities. Given the average number of 275 persons per day this will require Lei 5,018,750 per year. 

· Heating and energy costs are based on experience in similar facilities and are estimated to reach Lei 50 annually per 1 m2, therefore Lei 180,000 per year (3*1200*50). 

· Communications (telephone, fax, Internet connection) costs are based on Lei 250 monthly per 1 employee, the average rate for the rest of the Ministry. For 91 employees this would represent Lei 273,000 per year. 

· Transportation is based on Lei 2.50 per 1 vehicle km, and each vehicle is assumed to travel 16,000km per year, giving a total annual transportation cost of Lei 40,000.


This example shows that providing it is clear what the line ministry wants to cost and the information exists, establishing the total cost may not be that difficult. 

The problems that the above example pose arise in determining the number of eligible applicants for benefits if the economic situation is changing and in deciding that three shelters will be sufficient to meet predicted demand. These are problems more related to policy uncertainties than to the technical process of costing. Nevertheless, these uncertainties impact upon the calculation of cost and need to be considered in deciding what the total cost of a new or a drastic change in an existing policy may be.

Other cost estimation situations will not be so simple. Central Public Authorities may not have such good quality information about the costs of new services, in which case the major challenge will be in identifying all the costs that need to be included and their monetary value or unit cost. A particular challenge may arise where the policy will impact on existing service provision – the staff, equipment and buildings. Will these services be able to cope with the additional activity
 being proposed? They may in part but not completely. What additional costs for staff, equipment and buildings might be needed? 

Similarly, if a Central Public Authority is reducing some activity this may impact on staff, equipment and buildings in that less of them will be required. But how much of this reduction can be realised as cash savings and how much is tied into semi-fixed and fixed costs that may not change with every change in the amount of activity; both terms are described later in the manual. Understanding how costs will change, or “behaves”, is important to obtaining a clear understanding of what the cost impact will be of changes in the level of activity.

New legislative proposals may have fiscal impact not only for the Central Public Authority implementing the policy but also for other Central Public Authorities and budget institutions. Therefore, in the process of cost estimation it is required tom involve all actors which may be involved in the implementation of the proposal.

10.3 Principles in cost estimation

The following principles provide a foundation for good cost estimation:

· The cost estimation should be objective and based on consistent and reasonable assumptions;

· All potentially affected parties should have an opportunity to estimate the fiscal impact;

· Adequate time for cost estimation must be part of the policy formulation process, but without being so cumbersome as to limit the responsiveness of the Government to emerging issues;

· A final review by the Ministry of Finance is necessary to ensure consistency, quality and discipline in the cost estimation process.

There is no set of rules that can be applied to determine what the costs of something are and thus the cost estimates. There are principles and there are structured approaches that can be used. The principles are to do with recognising what types of costs are being dealt with, the accounting treatment accorded to them, and the consistency with which those principles are applied. The structured approach consists of careful collection of factual evidence about what has happened, what will happen and what information will help inform a judgement in a particular situation. The best friend of the person preparing cost estimates is information.

Before starting to do cost and revenue estimation, one will have to remind a number of key principles.

· Keep it simple

Central Public Authorities and the budget institutions will use the most simple and least costly method possible.

· Timeliness and accuracy

Central Public Authorities and the budget institutions shall provide cost estimates of new proposals on a timely basis. The information provided shall be as accurate as possible. 

· Completeness

The basic principle is that all cost elements should be identified and estimated. All the cost estimates and activities should be reconciled to existing financial or statistical records. This ensures that no costs or activities are omitted from the analysis.

· Consistency
Consistency of treatment of cost estimates is another key principle. The cost identification and estimation methods selected will be applied consistently from period to period. This means that the accounting treatment of similar cost items should be consistent within each accounting period and from one period to the next. There should be consistency in the treatment of similar types of costs. 

10.4 The nature and behaviour of costs – Underlying concepts

There are a number of key definitions about cost. Costs can be classified in a number of ways. In addition to the familiar economic or functional classifications, there are other ways in which costs can be classified. These other classifications are important in calculating the costs of policies and modelling how they might change depending on the level of activity of the newly proposed policy.
This section provides some theoretical underpinnings which one should understand before actually starting with a real cost estimation. This section might be tedious, but will be crucial for cost and revenue estimation of complex legislative proposals.

To do good cost estimation one need to understand something about the nature of costs.
This section touches upon concepts like (i) fixed, variable and mixed costs; (ii) average, marginal and total costs; (iii) direct, indirect and overhead costs.

10.4.1 Fixed, variable and mixed costs 

For certain decisions, costs may be classified as fixed, variable or mixed within a relevant range of activity. The differences are as follows: 

· Fixed costs are not affected by in-year changes in activity. For example rent and property tax;

· Semi-fixed. Where costs are fixed for a given level of activity but change in steps when activity level exceed or fall below these given level;

· Variable costs where costs vary directly with changes in activity.


Table 10.1
Examples of fixed, semi-fixed and variable costs of social benefits

	Cost of social benefits

	Fixed costs
	Relate to the premises and property tax of the buildings used.

	Semi-fixed costs
	Covers energy and maintenance cost of buildings, computer systems, the staff that administer the social benefit schemes as well as transport such as tax and insurance of vehicles.

Where the level of activity changed then more or less staff might be employed, but it would rise in steps. For instance, (just for illustration) if the number of claimants increased by 2% no additional staff would be required because existing staff can cope with the additional workload, but if they increased by 5%, then they would. This additional staffing level could cope with increase up to 7%. This is what is meant by steps.

	Variable costs
	Include the individual benefits paid that would increase or decrease with each case. Some other cost, such as fuel for vehicles would also fall into this category.


Note that in the long run, all costs are variable as we can stop providing services, shed staff and sell buildings. 

Below an example is provided.


Chart 10.1
Changes in fixed, semi-fixed and variable costs at different levels of activity
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The chart shows that:

· As extra units are added variable costs increase;

· Variable costs move in direct proportion to the increase from 100 to 250 units;

· Fixed costs remain constant until 200 but increase at 250;

· Semi-fixed move at 200 but remain the same at 250.

Unit cost drops from 10,000 to 8,000 but increases again to 8,200 for 250 units as fixed and semi-fixed costs rise.


Table 10.2
Data supporting the chart

	Units
	            100 
	            150 
	            200 
	            250 

	Fixed
	     200,000 
	     200,000 
	     200,000 
	     400,000 

	Semi-fixed
	     300,000 
	     300,000 
	     400,000 
	     400,000 

	Variable
	     500,000 
	     750,000 
	  1,000,000 
	  1,250,000 

	Total
	  1,000,000 
	  1,250,000 
	  1,600,000 
	  2,050,000 

	Unit price
	       10,000 
	         8,333 
	         8,000 
	         8,200 


10.4.2 Average, marginal and total costs

It may also be relevant to know what the average, marginal and total costs will be of a proposed change. The differences are as follows: 

· Average cost is the arithmetic mean, that is to say the total of all the costs divided by the total number of units produced or services provided;

· Marginal cost is that associated with producing the next unit, or next quantity of units that we may be planning;

· Total cost is all the costs associated with the activity we are looking at.

It may be attractive, because simple, to forecast that future costs will be the same as in the past, and therefore to use the average cost. This approach is potentially dangerous as fixed, semi-fixed may change or vary in relation to variable costs thus distorting the composition of the average cost.

Taking the example of the previous section it can be showed how the above categories change at different levels of activity.


Table 10.3
Marginal and average costs

	Units
	            100 
	            150 
	            200 
	            250 

	Marginal
	N/A
	5,000
	7,000
	9,000

	Average
	10,000
	8,333
	8,000
	8,200

	Total
	  1,000,000 
	  1,250,000 
	  1,600,000 
	  2,050,000 


Average cost falls up to 200 units but rises at 250. However, it is still lower than at 100 units. The marginal cost is lower than average cost up to 200 units but exceeds it at 250 as we incur additional fixed costs. 

In this example, if one was were simply seeking to keep our average costs down then 200 units would be the optimum, even though the marginal cost is higher than for 150 units. In government, where profit is not at issue these considerations might not matter, and, indeed an increased level of activity, even at a higher average cost, might meet Government objectives better than a lower level.

The Chart below presents this graphically.


Chart 10.2
Marginal, average and change in average costs

[image: image10.emf](4,000)

(2,000)

-

2,000

4,000

6,000

8,000

10,000

12,000

100 150 200 250

Units

Costs

Marginal  Average Change average


The conclusion is that selecting the average cost of the current service and presuming that it will apply at a higher level of activity may be mistaken. In assessing the impact of an increase in activity, driven by the desire or need to meet policy objectives, we need to be aware that unit cost or average cost may increase if we incur additional levels of fixed and semi-fixed costs that may make a service less economic.

10.4.3 Issues arising from considerations of cost behaviour

· What are the economic classifications that will be used in costing our policy and which are likely to be fixed, semi-fixed and variable?

· If fixed costs are involved, at what level of activity might they change so that, for example, we might need more or less?

· For semi-variable costs identified, how might these change depending on different levels of activity? How certain is it that the correct level of activity has been chosen? Is the information we have reliable and has it been agreed with the managers who best know about how these costs may change?

· If we are using average costs to predict future expenditure do we understand the capacity of fixed and variable costs that currently contribute to its composition? How might more activity affect the fixed and variable costs? Does our average cost envisage expenditure on semi-variable items of expenditure and do we know what this will be?

In the example in the following section many of the points made up until now are pulled together, including: (i) the impact of using existing resources to operate an extension of a policy; and (ii) the changes in semi-fixed and fixed costs when capacity points have been reached.

Example: New active labour market-oriented social benefit

The policy proposal
 relates to the introduction of a new social benefit that will be a flat rate amount for each individual that qualifies and will require attendance at a training course for three months. The amount will be in addition to existing unemployment benefit.

The characteristics of the proposal are:

1. The flat rate is Lei 500 per month, or Lei 1,500 for 12 weeks. Numbers of beneficiaries are estimated to be between 5,000 and 8,000.

2. The staff at the Centres for Social Work will administer the benefit for the Ministry of Social Protection. No additional staff will be required for the estimated 5-8,000 beneficiaries. For the purposes of the example the costs of staff time are assumed as 5% of benefits. In reality more detailed research would be required to estimate the cost of staff time.

3. There will be additional costs for advertising the benefit and new forms will be required. 

4. Existing computer capacity will be sufficient. 

5. Monitoring will be undertaking by the relevant policy section of the ministry by the existing staff. 

It is expected that the policy will facilitate quicker return to work; 6 months per individual compared to the average 9 months – an average gain of 3 months or  Lei 1,500. It is also expected that people will stay in jobs longer thus reducing the long-term costs of unemployment benefits, but these savings are unquantified. The costs of the policy are as follows: 


Table 10.4
Costs of policy proposal active labour market-oriented social benefit

	Type of cost
	Economic 
	Cash/Budget 

	
	Impact/calculation
	Lei 000
	Impact/calculation
	Lei 000

	Benefit payment
	5-8,000 x  Lei 1,500
	7,500 -12,000
	5-8,000 x Lei 1,500
	7,500 -12,000

	Advertising and forms
	Yes
	200
	Yes
	200

	Staff Costs
	Use of spare capacity
	600
	No
	0

	Indirect costs (Centre offices)
	Allocation of existing costs
	100
	No
	0

	Overheads (Ministry and central part of Centre for MLSW)
	Allocation of existing costs
	100
	No
	0

	Total Costs
	
	8,500 – 13,000
	
	7,700 – 12,200

	Benefits (economic)
	Savings on 3 months unemployment benefits 5-8,000 x €150
	7,500 -12,000
	
	7,500 -12,000

	Net Cost
	
	1,000
	
	200

	If, however, numbers involved exceed 8,000, then an additional member of staff will be required for every 1,500 cases, as well as more computers. In which case the position would look like this, assuming 10,000 take-up.

	Type of cost
	Economic
	Lei 000
	Cash/Budget costs
	Lei 000

	Benefit payment
	10,000 x  Lei 1,500
	15,000
	10,000 x  Lei 1,500
	15,000

	Advertising and forms
	Yes
	250
	Yes
	250

	Staff Costs
	Use of spare capacity
	600
	No
	0

	Additional staff
	2 x Salaries
	60
	2 x Salaries
	60

	Additional Computers
	2 x 2
	40
	2 x 2
	40

	Indirect costs (Centre offices)
	Allocation of existing costs
	100
	No
	0

	Overheads (Ministry and central part of Centre for MLSAF)
	Allocation of existing costs
	100
	No
	0

	Total
	
	16,150
	
	15,350

	Benefits (economic)
	Savings on 3 months unemployment benefits 10,000 x 150 
	15,000
	
	15,000

	Net Cost
	
	1,150
	
	350


10.4.4 Direct, indirect and overhead costs

Cost concepts and definition

The staff, services and other categories of expenditure that contribute to a policy are not always immediately obvious. Some staff may work only one policy while others may work on several. The organisational structure of a ministry or budget institution will probably not match in exact detail its programme structure and consequently staff can work on more than one programme. To exclude those who contribute only a part of their time to a policy would be to understate the costs of that policy, while to include all their costs would have the opposite effect. The same is true of buildings that support more than one but not many policy areas, for example regional offices. These costs are referred to as indirect costs because they have a noticeable impact on the policy area concerned, but the costs do not relate solely to that one area.

There are also support services without which staff could not work. The accommodation staff occupies may be shared by others working in other policy areas; this is particularly true of the central ministry building. Information technology may be a shared system. The staff unit that pays invoices and contributes to budget formulation may also be a shared resource. But without accommodation, information technology, finance and other support, the policy would not be possible. These types of costs are generally referred to as overheads.

An important element in determining costs of policies is to identify the direct and indirect costs that benefit the policy. If a picture of the full costs is to be given, i.e. what resources are needed to provider this service, then it is necessary to allocate indirect and some, if not all overhead costs to the policy. An overview of these cost concepts are provided in the picture below.


Picture 10.1
Direct and indirect costs


[image: image11]
How to do this can be quite complex, but for purposes of cost estimation at a strategic level it should be kept simple. At present, as there are no arrangements to charge indirect or overhead costs to programmes, the allocations of these two cost types will require estimation.

In a simple world all the costs that are incurred by a program would relate only to that program, so that we could know the total cost by the sum of the costs in a program. Because some cost are shared – staff working on more than one program – the solution adopted by financial specialists is to distinguish costs into three types that, when assigned or allocated to a program together make up total cost:

· Direct costs are all those that can be directly and solely charged or attributed to the particular program; 

· Indirect costs cannot be directly allocated to the particular program but contribute in a way that can be measured, for example the proportion of time spent by staff working on more than one program. As a result these costs should be shared over the programs to which they relate, usually on a basis that relates to use in some logical cause and effect way;

· Overheads are the costs of support services that contribute to the effective delivery of whatever it is the program does but not in a clearly measurable way. It could include such expenses as personnel, finance, computing, general maintenance of the building occupied by those delivering a range of services. These services support programs but it is hard to establish the cost of the contribution. The costs of these services should be shared across all services that benefit based upon an assessment of the

The distinction of overhead from indirect costs is largely one of distance of relationship. Costs that cannot be directly attributed, but clearly relate to a small number of programmes are probably indirect. Costs that relate and provide support to many programmes are probably overheads.

10.4.5 Allocation of indirect and overhead costs

The key issue is to allocate indirect and overheads costs to different programs. Many methods exist. One method is named logical cause and effect. The key to this method to allocate indirect and overhead costs to different programs is that the attribution must recognise the cause-and-effect relationship between the costs incurred and what causes it to vary – also called the (activity) cost driver. Some commonly used cost-drivers are:

· Cubic floor area – for accommodation

· Number of staff – for payroll costs and personnel services

· Number of hours worked

· Number of transactions processed

· Number of documents received

· Number of students, patients or clients.

Box 7.2
Example – Allocation of accommodation costs

	To illustrate a specific example: accommodation costs Lei 10,000,000  and is shared between 4 programmes that occupy the 50,000 cubic metres in the following proportions (based on area occupied): 30%; 40%; 20%, and 10%. They are accordingly charged: Lei 3,000,000, 4,000,000, 2,000,000 and 1,000,000 for use of accommodation.


Clearly, for the method to work, records of use relevant to the type of expenditure need to be maintained.

10.4.6 Consideration of indirect and overhead in cost estimation

Because there are currently no arrangements for allocating indirect and overhead costs to programs, the full costs of program budgets, and consequently services, cannot be determined from the formal accounting system. The allocation of these types of costs, therefore, has to take place as part of the process of estimating the cost of policies. Not to do so would be to underestimate the costs involved. 

The key question is: What other parts of the organisation contribute to this program that may be affected by a change in policy or in the level of activity of a policy?

For existing policies, the proportions of staff time or other costs from other programs (i.e. indirect costs and overheads) are a question of estimation based upon a factual analysis of the situation. It will call for knowledge and judgement.

More importantly will be to understand if changes in existing policy will have an impact on the costs of other parts of the ministry, other ministries, or other budget institutions. It is clear that the issue of indirect costs is related to issues of fixed, semi-variable and variable costs. It may be necessary to undertake a special exercise in which staff maintains a record of how they have spent their time on different tasks associated with different program elements. Alternatively, senior management can decide how much time they plan their staff should spend on different programs. 

For new policies, the first issue to address is whether staff and other economic classifications that are not to directly in the program will be affected at all. If there is an impact then this will have to be estimated using the best judgement possible. This judgement will be more reliable the better the new task is understood and if current and future workloads are related to numbers of staff. Cost estimation of new policies will create pressure to understand the rationale and justification for current staffing levels, if these are currently not clear.

10.5 Cost estimation – Practical aspects

10.5.1 Steps in cost estimation

Five steps in order to complete cost estimation can be distinguished.

	Step 1 - Overall Scoping
	

	· Outline of the legislative or budget proposal, possibly as result of policy analysis

· Link to Government’s or Ministry / Budget Institution’s priorities

· Description of the activities envisaged and who and where it would be undertaken

· Description of:

· Character of the proposal 

· The activities

· Target groups, those likely to be affected

· Which programme affected
	This material will eventually form the basis for cost estimation.  Based upon which approval to more detailed work would be given and at which stage early consultations with other ministries / budget institutions affected might begin.

	

	Step 2 - Detailed Scoping
	

	· Preparation of assumptions in detail for each ministry / budget institution affected by the proposal

· Breakdown of the activities in more detail

· Analysis of the economic classifications that will be affected, (wages & salaries, goods & services, subsidies & transfers, capital) by ministry / budget institution

· Identify need for cost information and other information from other sources and seek this information

· Identify existing resources that could be used

· Identify additional resources that will be required
	

	


	Step 3 - Costing Inputs – First draft
	

	· Prepare detailed cost estimation based on assumptions

· Separate analysis for each programme and each ministry or budget institution affected

· Analyse by economic classification

· Seek inputs from affected Line Ministries / budget institutions

· Consider the extent to which estimates may be subject to uncertainty

· Consider the extent to which existing resources may be used

· Consider the impact of proposal on existing services – will they be able to cope, will existing staff, building and equipment be sufficient?
	

	

	Step 4 - Distribution of initial cost estimates
	

	· Distribute estimates and assumptions to all affected ministries and budget institutions

· Consider comments and revise accordingly
	.

	

	Step 5 - Summarising cost estimates and assumptions
	

	· Summarising results

· Attach supporting background papers
	


Need for informal consultation

The proposing Central Public Authority is encouraged to contact other Central Public Authorities and other budget institutions potentially affected on an informal basis to discuss what is envisaged by the proposed policy, how it might best be delivered and what impact it will have on them.  This phase is designed to allow for a full range of debate and for that reason no maximum time is prescribed so that issues can be fully explored. There is no prescribed method for developing this phase and some may choose to set up cross-ministry working groups or other forms of joint working and discussion.

The proposing Central Public Authority is encouraged to undertake as much informal discussion as possible in order to develop proposal that is based on the best information as possible and is well understood by all involved. The benefits of this approach will be felt later through an increased likelihood that the cost estimation will receive few adverse comments and the revisions to amend estimates of impact will be fewer.

There is no recipe for the conduct of this phase, some might choose to create inter-ministerial working groups or other forms of working and discussion in groups discussions.

Review by the Ministry of Finance

Any policy proposal must be examined by the Ministry of Finance. Some of the specific points to be reviewed by the Ministry of Finance, include:

· Implications on the budget: Which spending programs are assigned to the proposal? Does the policy involve additional resources or involves the redistribution of existing resources? Is there potential for savings that have not been identified?
· Coverage:  Have all the parties likely to be impacted by the proposal contributed / produced to the cost estimation? Are there possible savings that have not been recognized?

· Realistic assumptions:  Does the description of the likely impacts (price changes, workload changes) and related organisation impacts (staffing requirements) appear logical and realistic?  There will always be a degree of uncertainty. Are out-year amounts logically related to the first year?

· Accuracy: Are the mathematical sums and calculations correct?

The Ministry of Finance will review the proposal. It may identify other organisations or officials which might be impacted by the proposal, and notify them that they are designated to comment and submit possible cost impacts.

If the Ministry of Finance agrees with the cost estimation, it will formally approve by expressing an unconditional concurrence, and notifies that:

· the assumptions and estimates of workload and activity generated by the proposal appear reasonable;

· the fiscal estimates are reasonable;

· the fiscal estimate appears to cover all Central Public Authorities and budget institutions that are likely to be impacted;

· the degree and nature of any uncertainty has been indicated.

10.5.2 Characteristics of the proposal

The proposing Central Public Authority has to describe the main characteristics of the proposal. For cost estimation purposes two set of characteristics will be important to consider.

Time frame of cost implications

This characterisation helps to understand whether the proposal will lead to short, medium or long term obligations for the Government. The different types are as follows:

· Structural non-discretionary expenditure depends on the arrangements as stipulated in the law. It cannot be constrained by the government without Parliamentary approval, because law determines these expenditures. Examples are welfare payments (such as pensions, unemployment benefits), but also interest payments.

· Structural discretionary expenditure can be constrained by government decision in principle, but the expenditure is organisationally embedded. This can make terminating this expenditure very difficult. An example is the number of staff working for a Central Public Authority or budget organisation;

· One-off expenditure can be relatively easily constrained by Government decision and does not have financial implications for future years. 

Proposals resulting in expenditure that can relatively easy be stopped from growing –i.e. one-off and structural discretionary expenditures- can thus be distinguished from proposals resulting in expenditure that is more difficult to stop from growing -structural non-discretionary expenditures.

Nature of the proposal

This characterisation will help to understand the nature of the proposal. The different types are as follows:

1. Rate change

The proposal changes a tax or fee rate or adjusts the monetary value of a benefit, such as a social assistance payment. It may be fairly simple to determine the fiscal impact of this type of proposal as it primarily involves calculating the new rate against the target population (number or people or transactions) affected. Probably no other changes in budget (increase or decrease in staff or equipment) are required.
 

	Example 1: The excise tax on a litre of alcohol is reduced by 5 Lei

Example 2: Child allowance is increased by Lei 200 a month.


2. Change in eligibility

The proposal changes the definition of the applicable population covered by a regulation or eligible benefit. This might either increase or decrease the eligible (covered) population, depending on the change.

	Example 3: A worker safety regulation formerly applying only to businesses with 50 or more workers is proposed to apply to businesses with 30 or more workers.  This will create a workload increase in enforcement (and an impact on the businesses, which is addressed in a separate impact process)

Example 4: Child allowances previously provided until age 18 are proposed to be limited to children 16 or younger.  This will reduce the workload of the implementing organisation.


The cost impact on this type of proposal is somewhat more complicated, as the implementing organisation may have to take several factors into consideration.  In the case of “Example 4” in the box, there is a direct savings in social assistance payments.  However, there may, depending on the numbers, also be savings in administrative costs, as fewer employees may be needed when the number of recipients is reduced depending on the scale and the caseload of current employees.  So the organisation must estimate how much change in workload will occur and how that affects its budgetary requirements.  There will be a presumption that reduced workload will allow savings and if this is not the case then the reasons for this should be clearly explained.  There should already be a base of activity and historical cost information from which this estimate can be made.

3. New (or eliminated) service or requirement

The proposal will offer a new government service never before offered or impose regulations in a new area. Alternatively, the proposal may propose to reduce or eliminate an existing service. 

	Example 5: The proposal applies stricter rules on government ministries and other state administration bodies for the protection of data and privacy of personal information.

Example 6: Rehabilitation centres are proposed for the victims of human trafficking or new orphanages are set up.

Example 7: A New Ministry of Budget Institution is being established.


This type of proposal presents additional challenges in making cost estimates, as there may be little data on the scope of the undertaking.  In this case it will be important to carefully describe the assumptions and possibly to suggest a range of possible costs. 

4. Hybrid / Mixed

This type of proposal may combine elements of several of the earlier categories and therefore adds to the complexity of the cost estimation.

	Example 2+4: Child Allowance is increased by Lei 200 per month but at the same time the allowance is confined to those under 16 whereas before it was available to those under 18


5. Other

This category is used to capture other types not included in the four types above, such as:

· Capital versus recurrent expenditure

· Impact on central government budget and/or local government budgets

· Centralised – decentralised implementation

10.5.3 Cost factors

The next step would be to identify all types of factors that have an impact on the costs. Basically, you will have to understand which factors cause ‘demand’ for particular activity within a program to vary.

The major issues underpinning cost factors can usually be classified under five headings:

· Demographic change (the numbers of schoolchildren, elderly are key drivers in the demand for education including recreational education for the retired and social care);

· Societal change (e.g. divorce has created a larger number of smaller households increasing the demand for a larger number of smaller housing units. Divorce also creates additional demands for child social care and elderly social care);

· Government policy (e.g. the requirement for everyone to do a self assessment for tax purposes will increase demands put on the tax authorities to send out and process forms.  Governments may change entitlements to social benefits increasing or reducing public sector workloads);

· Technology (some public services particularly health are driven extensively by technological innovation, often reducing the cost of existing procedures but also by making new things possible increasing public demands and expectations e.g. IVF treatment for childless couples);

· External environment (new standards imposed through international agreement such as those for meeting the requirements of the EU Neighbourhood Policy Process, or the Kyoto Protocol on climate change or threats such as international terrorism).

By nature some of these changes may be easy to quantify (for example more school-aged children operating through demographic developments). Others may be more difficult in terms of a strict relationship (e.g. the threat of terrorism).  However the factor identified should lead to quantifiable changes in outputs, however they may be defined.  

In practice and in most cases, it is possible to quantify the service or products from a programme in some way or another. For programmes that directly serve the public, the cost factors may be considered in market terms as the ‘demand’ for the service. That demand may be obligatory (entitlements by law) and in other cases may be optional (the Ministry has a choice about responding). That demand may also be expressed in terms of whether it is potential (if everybody entitled to it seeks it) or fulfilled (actually sought and supplied).

Another word for cost factor is cost driver. You will have to answer the hypothetical question: What drives costs?
Costs of legislative proposals are ultimately determined by cost drivers: any factors which causes a change in the cost of an activity. An activity may have multiple cost drivers associated with it. Cost drivers are the forces that form the rationale underlying proposals with fiscal implications, either directly, such as in education (numbers of students), social benefit programs (numbers of beneficiaries) or indirectly (e.g. numbers of criminal activities per year, volumes of livestock products sold in shops, numbers of people attending concerts).

Revenues are driven by “revenue drivers”, such as GDP growth, private consumption expenditure and imports, number of issued driver licences.

For each legislative proposal ministries and other budget organisation are required to indicate the volume of increased or decreased outputs produced, services provided, activities undertaken that the proposal may generate. 

	Example 1: If the proposal required a criminal background check on all private security guards each year, then the number of persons (security guards) that will have to be checked should be indicated. Similar types of “cost drivers” include number of applications, inspections, recipients, or arrests.

Example 2: Suppose that the number of crimes (cost driver) is increasing and that the Government decides that more police patrols (services) are necessary in order to preserve the security of individuals. The Government must decide whether to hire more policemen, provide these with supplies and equipment, purchase more police cars, and build more police stations. It may decide that none of these are required, and that the same level of security can be assured through greater efficiency in the use of the existing level of inputs.


The table below provides some examples of cost drivers for various types of public goods and services.


Table 10.5
Examples of cost drivers

	Type of services
	Cost drivers

	Education Services
	Numbers of students at each level of education. The numbers are mainly derived from demographic projections.

	Health Services
	Numbers of potential users. This requires demographic projections and analysis of the standards of health.

	Justice, Law and Order Services
	In this case, services per user cannot easily be identified as people do not individually consume these services (i.e. these are pure public goods or collective services). Nevertheless, society requires these services. The requirement should be estimated and the supply of the services to meet the requirement is the cost driver.   The requirement for police services depends on the potential amount of crime and antisocial behaviour as well as the desired level of action. The requirement for prisons depends on the number of prisoners, though the relationship is one of interdependence.  The requirement for justice services can be divided into the requirement for commercial and criminal justice services. The former requires an analysis of the legal environment with regard to commercial activities. The latter is partially derived from the requirement for police services.

	Social Services
	The number of claimants is the cost driver. Claimants include pensioners, unemployed, the poor and disabled. The number of pensioners can be derived from demographic projections, the number of unemployed from projections of the unemployment rate, and the number of poor from projections of poverty levels.  

	Transport Services
	The numbers of cars and train passengers are the main cost drivers.  Projections of these derive from estimates of demand, based on demographic trends and income levels. The higher are incomes, the higher the demand for cars, and the greater the demand for road space. Except in densely populated areas, the demand for rail passenger services may go down as income levels rise. The demand needs to be estimated. Growth in the economy will likely give rise to more commercial traffic as goods are exported and imported.

	Support services for Private Sector Economic Activity
	Number of farmers, the size of farms and the types of crops and livestock are obvious cost drivers for farm subsidies and these should be projected.  Farmers may benefit from publicly funded research and development. Demand per farmer may not be readily defined, but requirements for farmers as a whole can be estimated through analysis of their needs. The estimated requirements are the cost drivers. These should be reviewed every few years.  As income levels rise and the knowledge base of farmers improves through higher education levels and use of more sophisticated techniques, the demand for government services may fall.

Industry and the services sector may also benefit from public funding designed to help overcome initial barriers to entering business; assistance to small businesses is an example. The requirements must first be identified and projected, and these are the cost drivers. As with agriculture services these should be revised every few years.

	Security (Defence) Services

 
	This is a pure public good and demand per person cannot be identified. Nevertheless, a country may require public funding for defence. These requirements need to be estimated (e.g. numbers of soldiers) and these are the cost drivers. Requirements also depend on international commitments. 

	Public Finance Management Services 


	Ministry of Finance tasks are the main cost drivers. This is in the area tax and macro/fiscal policy formulation, annual budget preparation, revenue collection, budget execution according to the budget plan, and accounting for spending.  These tasks are the cost drivers. 

	Government and the Legislature
	The cost drivers are the size of the Cabinet and the legislature.


Ultimately the users of public goods and services are the main cost drivers. If demand for public services was zero, none would be provided and the budget would not exist.

Because cost estimation requires estimates for the current year and two ensuing years, it is also necessary to estimate volumes over that t-year period.  The table below shows how cost driver volumes can be clearly stated by year. 

	Cost driver
	Estimated volumes

	
	FY
	FY + 1
	FY + 2

	Indicator ABC
	
	
	

	Indicator KLM
	
	
	

	Indicator XYZ
	
	
	


This table is particularly useful when there are specific outputs like applications processed, recipients served and when the average or “unit cost” of providing that service is known.  In that case the expenditure effect is the product of multiplying the change in outputs by the unit cost of each output.

A proposal could reduce required activity. Suppose there was a proposal to increase the threshold of procurements so that a written bid is required only on purchases over Lei 50,000,000 . An estimate of the number of annual procurement transactions in this range should be provided. This change would produce a reduced administrative workload of ministries and generate a savings in operating expenses.

In a number of cases a cost driver is determined by other cost drivers.

10.5.4 From cost driver to inputs

 The logical chain of determining cost looks like this:

Proposal
Cost Driver Change
Required Inputs
Cost

The step from cost driver to required inputs is not (always) a mechanical calculation. 

Historical costs are the usual starting point for programs, but they should be subject to careful scrutiny to ensure that the underlying policy assumptions about quality and level of service are suited to the objectives that have been set.  Costs can sometimes grow without review and without a clear focus on what they are intended to achieve.

However, assuming that historical cost information are not appropriate or available then, once cost drivers have been identified, a detailed cost estimation analysis is necessary. 

For example, under education, the demand for primary education derived from projections of student enrolment implies the need for teachers, books, class room equipment, school buildings, maintenance and operation, examiners, administration services and, of course, the costs of the people preparing the policies and programmes in the first place. Costs are calculated by multiplying estimated quantities required by estimated unit costs or prices.       

Costs are obviously higher, the larger the quantities of inputs. Under stringent budget constraints, decisions have to be made on ratios of inputs to cost drivers, for example, pupil/teacher ratios, textbook/pupil ratios, and computer/pupil ratios, taking into account also the desired education completion or proficiency targets (e.g. literacy and numeracy proficiency). 

	Example:  100 children per teacher are unlikely to produce desired results in terms of proficiency. On the other hand, ten children per teacher are probably extravagant.  


With limited resources, budget organisations have to strive to achieve maximum cost effectiveness. This means achieving the most (in terms of objectives) for a given amount of money, or minimizing the costs of achieving a predetermined target.  

The common types of inputs are:

· Employees—to deal with clients, take enforcement action and manage program activity. Determining the number (and type) of employees not only determines the amounts for the economic classification for wages (volume of wages) and other wage-related costs (insurance), but will also affect the amounts of other good and services needed (like furniture, computers) as these are often related to the number of employees.

· Equipment—desks, computers, etc. to support the employees needed. Equipment needed to provide service delivery (desks in schools, for example,  or laboratory equipment). Also some proposals may not require new employees, but will require the acquisition of new equipment.

· Other Operating Expenses—including power, heating, communications, rental of space, fuel, printing.

· Transportation costs—Vehicles for employees, busses for clients, domestic and international travel.

· Capital investment—New buildings, large new data or communication systems.
Every input category needs to be related to the categories of the economic classification.

10.5.5 Historical cost data and norms

Central Public Authorities and budget institutions will have to use historical cost data and existing cost norms to build up costs

Historical cost data

Despite the caution expressed about using average costs to predict future costs, clearly historical data is very important in estimating future costs. Historical costs provide the only real information about what it has cost us in the past to deliver services. But one need to be confident that if we use average costs they include all the costs, i.e. that indirect and overhead costs have not been omitted and that there will be no impact on fixed or semi-variable costs. There is also the danger that we perpetuate existing inefficiencies or uneconomic practices by continuing previous methods. With these reservations in mind, historical costs are still very useful and provide evidence that what is being proposed has some basis in experience.

Norms

Norms, often expressed as a coefficient, simplify the estimation of the costs of delivering public services. Instead of recalculating in bottom up detail the cost of delivering public services at specified standards, use of norms help to ensure that policy –determined service standards are met and greatly facilitate cost estimation.

Norms can be used as follows: 

· Service level/cost driver norm showing relationship between a cost driver -what drives demand for a service- (for instance, between amount of crime and level of police services, numbers of students and level of educational services, numbers of people and level of health services). Examples of such norms are:

· Number of police patrols per sq kilometre per day per number of crimes per day;

· Numbers of teachers needed to achieve specified quality level of education per pupil (pupil/teacher ratio);

· Numbers of students per text book, per computer, per item of lab equipment, in relation to desired education standards; 

· Numbers of health centres per sq. km or per capita, numbers of doctors per capita, number of hospital beds per capita, amount of drugs availability per person.

· Input/service level (output) norms showing volume of physical inputs needed per output. Examples are: numbers of policemen per patrol, numbers of police cars per 100 policemen, numbers of km per year for each police car, numbers of people per computer, amount of office space per employee, amount of furniture per employee, numbers of trips abroad per employee, numbers of ancillary staff per hospital.

· Technical/engineering norms, for instance road construction and maintenance norms (thickness of road per numbers of vehicles per year, amount of routine maintenance, amount of periodic maintenance, heating and lighting norms, building standard norms (e.g. thickness of insulation).

· Unit cost norms (cost per unit of input): Probably not so many of these as procurement is decentralized and open competition between suppliers becomes more prevalent. Nevertheless, some norms may persist, for instance per diem allowances rather than reimbursement of actual daily costs while travelling on business. 

Where norms comprise one economic classification only, then problem of fixed, semi-variable costs should not arise, but more complex norms involving more than one economic classification may include assumptions about cost mixes that may need to be explored to establish that they are practical. For example, norm about accommodation space presumes a mix of classifications and will only really work in the case of new build or renting additional accommodation. These may be technical rather norms that need to be interpreted and applied in each situation.

Norms have to be reviewed on a regular basis.

	Risks of mechanical use of norms

The use of norms runs the risk of being too mechanical and rigid, leading to cost overestimation. The relationships between cost drivers (demanders of services) and service levels and between inputs and service levels may change over time. Technical/engineering norms may change over time. Actual unit costs may diverge from assumed unit cost norms over time. Even worse, mechanical use of norms can breed irresponsible budget practices: budgets are larger than needed, creating incentives for over invoicing and collusion between government staff and suppliers. 

Examples:

· Lower than necessary pupil/teacher ratios: Technological progress (use of IT) perhaps facilitates higher pupil/teacher ratios, thus providing cost savings. Arguments for low pupil/teacher ratios may reflect vested interests in the form of more employment opportunities for teachers and teacher trainers.

· Hospital bed and doctors per capita norms and supporting input/output norms may not reflect demand for health services and may generate vested interests in favour of training more doctors and building hospitals and, in general, for local authorities to attract as much money in transfers from central government as possible.

· Norms such as number of study trips abroad and numbers of kilometres internal travel per staff member need revising periodically to reflect changing needs. 

· Fixed ratios of nonwage operating costs per staff member may not reflect technological progress and underutilized capacity. 

· Price indexation (a form of norm) can lead to cost overestimation as it reduces incentives for procurement staff to shop around for the most cost effective inputs. 

· Technical norms need updating to reflect technological progress. Ministries with infrastructural project and engineering companies may collude in keeping engineering norms for road construction and maintenance unchanged.


In summary, norms are useful for cost estimation, but their use should not be mandatory or mechanical. They should be revised periodically.

10.5.6 Total costs

Once the input requirements are determined, it is fairly straightforward to calculate the costs of those inputs and assign them to the appropriate economic classification and year. 

10.6 Dealing with uncertainty

Estimating future costs or revenues can be an uncertain task. Despite the best efforts and analytical research it is sometimes the case that the level of future activity of a new policy can be in a range of possible answers.

To deal with this situation and to ensure that decision-makers are aware that the estimates may be subject to uncertainty a technique called Sensitivity Analysis is used. The technique simply models the results of possible answers and expresses them in three forms: Highest, Medium, and Lowest (or H, M, L). An alternative expression of this is called: Conservative (worst), Best (most likely), and Optimistic (lowest).

Where the differences between the three cases are small, then it is not of great concern. However, where there are large differences, it is important to set out the assumptions and the areas of uncertainty.

Therefore, It is important to determine: 

1. Which assumptions are facts?

2. Which assumptions are estimates or uncertain?

This will help in developing a more precise estimate of output, service and activity volumes and cost implications. 

Not all estimates are equally certain and it is useful to decision makers to know how much confidence to put in the estimate, or alternatively how much the reality might vary from the estimate put forward as the most likely. Therefore, it is important to provide a basis for stating the reliability of the estimate.  A volatility estimate should be developed for proposal with the significant fiscal impact, i.e. exceeding for instance Euro 50 million for the entire period. This does not have to be scientifically determined; an “informed estimate” is sufficient.

The Central Public Authority or budget institution needs to indicate if:

· The estimates are exact if the deviation of the fiscal impact fulfilment in Year FY+3 in other than basic scenarios varies in 90 % of cases within the range +/- 5 %

· The estimates are stable if the deviation of the fiscal impact fulfilment in Year FY+3 in other than basic scenarios varies in 90 % of cases within the range +/- 15 %

· The estimates are unstable if their fulfilment certainty in Year FY+3 is outside the range +/- 15 %.     

This should be described in the narrative description as it forms the basis of better understanding the cost/revenue calculations.

It is not necessary to get preoccupied with statistical precision, although if a statistical confidence can be expressed then this should be used.  The main idea is that for policies with potentially large and volatile impact that decision makers are given idea of the range of outcomes from best to worst, and well as the most likely case. It will be essential, therefore, for budget organisations to collect as much reliable evidence as they are able about the population group at whom this proposal is directed.

Some uncertainty is related to cost driver volume or the size of target population.

EXAMPLE Uncertainty size of target population 

	It is proposed to increase the per capita allowance for books for schools. However, the figures on pupil numbers are subject to a degree of estimation leading to uncertainty. The figures for numbers of pupils are in the range 200,000 to 400,000. In this case the H, M, L figures would be:

· Highest 200,000

· Medium 300,000

· Lowest 400,000

It is possible, if the figures have been collected on a statistical basis, to express the results in terms of confidence levels, so that although 400,000 might be the highest number the probability is 98% that it will not be, or put the other way, there is only a 2% probability that it will. If, however, we are only 90% confident that 300,000 will be the number then there is a 10% chance it could be higher, or lower.


Other uncertainties may relate to the costs themselves.

EXAMPLES Uncertainty of costs

	For example, in road construction the terrain may have been surveyed, but when detailed work is undertaken there may be unforeseen conditions that make additional excavation and foundation work necessary. 

Capital projects should contain a contingency to deal with uncertainties. A 10% contingency is not unusual and gives ministries flexibility in moving funds to different economic classifications within a project, or within different sub-components.

Similarly, it may be difficult in the case of disability benefits to estimate what the cost will be as each case is individual and the costs in enabling each individual to lead as normal a life as possible will be different.


The biggest uncertainty exist if there is no common understanding on both size of the target population (cost drivers) and the unit costs (size of the benefit).

10.7 Presenting supporting information

To be able to complete good cost estimation it will be necessary to prepare supporting information that support any new policy proposal. It will also assist those responsible to calculating cost to build these up carefully and logically. 

The process may be complex, in that it involves a number of steps, but it will not necessarily be difficult. Each situation is different and will call for judgment and care and thought. Most importantly the process will require information. None of the methods of classifying and analyzing information and costs is a substitute for good quality information.

It will be important to understand first (i) the cost factors and (ii) unit costs used.

It is required to indicate the volume of increased or decreased volumes of cost drivers that the proposal may generate. It is necessary to estimate the volumes over at least a three-year period. It is useful to present this information in tables, but  in some cases it can be described in words.
EXAMPLE showing estimated volumes – Rate change
	Example 1 (change in volume): in 2008 around 20 million litres of alcohol were sold and that volume is expected to grow by 3.5% annually    

Example 2 (change in volume): One-time requirement to update the Tax Authority website and to print and mail 200,000 tax rate schedules to Moldovan Businesses   

Example 3 (change in volume): No additional workload


EXAMPLE showing estimated volume – Change in eligibility
	Example 4: As of 30 June 2009 there have been registered around 19 500 businesses with 30-50 employees in Moldova, with an expected increase 1% per year.


EXAMPLE showing estimated volumes – Change in eligibility
	Cost driver
	Estimated volumes

	
	2008
	2009
	2010
	2011

	Expected number of Moldovan children 16 or older than 16 years
	164,000
	160,000
	157,000
	155,000

	Assumption
	Because payments are made to families, not children, the reduction in workload affects only those families where there are no children under age 16.  This amounts to 7% of the present recipient families.  There are no expected staff savings but there will be a proportionate reduction payment processing costs .

	
	
	
	
	


EXAMPLE showing estimated volumes – New service or requirement
	Example 6: The exact number of electronic data systems containing information requiring protection is not known.  However, it is estimated that there roughly five major systems and two minor systems in each ministry (15) and organisation.  This would then mean that a total of about 95 major and 80 minor systems needing protection systems and equipment.  There is no change in the “workload” over the period and the effects will be largely one-time.

Example 7: This workload (number of victims of human trafficking) can vary. During 2008 a total of 6,600 victims were identified by control authorities. Of this number approximately 75% return immediately to their country of origin and would not be affected by this proposal.  The remaining 25% (1,650 in 2008) are expected to each need two months in the rehabilitation centres, so a total of about 275 “person/years” of accommodation will be required (1 650/12*2).  This same number is used for 2009-11, but could be higher or lower.


The next step is to indicate what portion of the fiscal impact will require changes in the budget. In a limited number of cases, the proposed action may have been contemplated in the budget process and is already included (or partially included) in the budget and medium-term estimates. In this case, implementing the proposal will not have an effect on the previously planned budgetary aggregates. Moreover, some of the workload may also be capable of being absorbed by existing staff by improved working methods that form part of the proposal.

The previous sections have explored the question of how to handle uncertainty. Not all estimates are equally certain and it is useful to decision makers to know how much confidence to put in the estimate, or alternatively how much the reality might vary from the estimate put forward as the most likely. Set out below is a short method that may be used to record the reliability of the estimate. This does not have to be scientifically determined; an “informed estimate” is sufficient: For reasons of practicality it is worth adding a note on how any uncertainty should be addressed.

Mark the appropriate level of certainty, considering the impacts on all Central Public Authorities and budget institutions:

· The estimates are exact if the deviation of the fiscal impact fulfilment in Year T+3 in other than basic scenarios varies in 90 % of cases within the range +/- 5 %.

· The estimates are stable if the deviation of the fiscal impact fulfilment in Year T+3 in other than basic scenarios varies in 90 % of cases within the range +/- 15 %.

· The estimates are unstable if their fulfilment certainty in Year T+3 is outside the range +/- 15 %.

Estimate of “optimistic”(least impact on budget) and “pessimistic” (greatest impact on budget) impact for unstable proposals with large financial impacts (> Lei 50,000,000 in the “realistic” estimate) should be also provided in addition to the basic “realistic” estimate, unless there is considerable certainty about the numbers, in which case the basis for this confidence in predictions should be clearly explained. Lower value proposals where there is considerable uncertainty (+/- 15%) in predictions should also have “optimistic” and “pessimistic” estimates of impacts. These alternative scenarios will help the decision makers see the range of possible outcomes.

One way to set these levels is to return indicate for each workload indicator estimate the volumes for the “optimistic” and “pessimistic” cases.  The cost estimates would then flow from those workload estimates.  The method of “optimistic” and “pessimistic” estimates will depend upon the circumstances of each case and will call for judgement based upon the information that is available as part of the policy analysis process.

It is not necessary to get preoccupied with statistical precision, although if a statistical confidence can be expressed then this should be used. The main idea is that for policies with potentially large and volatile impact that decision makers are given idea of the range of outcomes from best to worst, and well as the most likely case. It will be essential, therefore, to collect as much reliable evidence as they are able about the population group at whom this proposal is directed.

The Ministry of Finance may either accept the assessment of certainty or make its own assessment when reviewing the proposal.

In any case, Central Public Authorities and budget institutions will have to indicate the sources of information, particularly if opinions differ about the ”correctness” of information.

11 Guidelines for Developing Sector Expenditures Strategies

This chapter provides the general methodology for the preparation of Sector Expenditures Strategies within the framework of the MTBF . The annual MTBF circular provides   guidelines that are more detailed and specific for the respective budget exercise.
11.1 Purposes of Sector Expenditure Strategies

Sector Expenditure Strategies represents a key element of the MTBF, which aims to align policy priorities to resource allocations. These strategies focus on the identification of expenditure priorities at the sector level and their implications for resource allocations in the sector. 

The main objectives of the elaboration of Sector Expenditure Strategies in the context of the MTBF are: 

· To establish a link between policy priorities and public expenditure allocated to the sector;

· To prioritise expenditure proposals within the ceilings of available resources; 

· To identify measures to improve the effectiveness of existing budgetary allocations for redirecting existing resources to spending priorities.

Every year, the expenditure strategies are reviewed, updated and extended with one year to maintain the multi-year perspective of three years in budget planning.

Sector expenditure strategies are used to determine the revised expenditure ceilings of sectors and Central Public Authorities. Subsequently, they support public authorities in developing and justifying detailed budget proposals.

The main responsibility for developing sector expenditure strategies belongs to the specialised public authorities which represent a major share in total expenditure in the sector. To facilitate the development and coordination of the strategies with other relevant institutions in the sector, annually the MTBF Coordination group shall establish special  interministerial working groups for the elaboration of sector expenditure strategies. The terms of reference of the sector working groups are provided in Annex 3.A.  
Basic requirements for developing sector strategies expenditure, the main stages, the format used and the deadlines for submission are described below.

11.2 General requirements

Sector expenditure strategies must satisfy the following general requirements:

· To be comprehensive – to reflect the entire sector and not be limited to only part of the sector managed by a specialised public authority, and shall include both recurrent and capital investments, as well as all sources of public funding (i) the State Budget, (ii) budgets of Administrative Territorial Units, (iii) the State Social Insurance Fund and (iv) the Mandatory Health Insurance Fund;

· To be consistent with the policy priorities established in strategic planning documents at national level and other government programs;

· To be realistic - take into account the resources available and be developed within the expenditure ceilings set by the Ministry of Finance. Realism implies also that proposals are to be considered in the light of the time required to implement the measures;

· Must include priority measures - taking into account:
(i) analysis of the use of existing resources and identifying efficiency measures;
(ii) prioritisation of measures by their impact on economic growth and poverty reduction, and proven by cost-benefit analysis, and
(iii) evaluation of the possibility of redirecting resources from programs having less priority to those with a higher level of priority. 
11.3 Main steps in developing sector expenditure strategies

The elaboration of Sector Strategic Expenditures comprises four main phases:

1. Analysis of the implementation of sector expenditure strategies of the previous MTBF;

2. Developing sector expenditure strategies;

3. Review of sector expenditure strategies for the following MTBF cycle;

4. Adjustment of sector expenditure strategies to the updated expenditure ceilings.

Each phase is described below.

11.3.1 Phase I: Analysis of the implementation of sector expenditure strategies of the previous MTBF 
The first step in the process of elaborating expenditure strategies is an analysis of the implementation of policy actions, envisaged in the expenditure strategy of the previous year. In this context, Central Public Authorities in collaboration with other relevant institutions that manage resources in the sector carry out that an analysis and present a report on the implementation of policies conform the requirements of the Ministry of Finance. The same report shall also be submitted to the State Chancellery. The format for the analysis is presented in Section 11.4. 

The report shall include both actions to achieve policy priorities made in the MTBF of the previous year, the expenditure incurred and their impact on performance indicators. 

The analysis at this stage serves as the basis for revising existing policies and developing / updating the expenditure strategies for the next budget cycle.

11.3.2 Phase II: Development of Sector Expenditure Strategies

This phase involves the development of sound expenditure strategies and comprises the following steps:

Step II.1 - Presentation of strategic framework for the sector

This step includes updating the information base on the size and role of the sector in the economy and defining the role of the Government in managing the sector - either direct provider of public services and responsible for providing public infrastructure or a more regulatory role). Also the medium-term objectives in accordance with national development strategies and other strategic documents at national and sector level that will lead to achieving the goals and objectives already defined and the realisation of the basic functions within the sector will have to be considered. 

Step II.2 - Identification of expenditure programs

This step involves the development or review of a list of programs / sub-programs, which are part of the sector. The program budget classification support this step. Since the programs under the budget classification largely correspond to the name of sectors, as a rule, in the context of sector expenditure strategies sub-programs will be used. 

In case there is a need to create a new program/sub-program again, or it is deemed necessary to change the list of programs/sub-programs, proposals thereto are discussed and coordinated with the Ministry of Finance.

The requirements and basic characteristics of a program are described in more detail in the program budget methodology, which is included in Chapter 12 of this Unified Set. 


Programs and sub-programs will include not only programs funded from the State Budget, but also programs funded from the budgets of the ATUs, the State Social Insurance Fund and the Mandatory Health Insurance Fund.

Step II.3 - Strategic analysis for each program separately

This step involves the analysis of each program / sub-program identified in the previous step. The analysis will include a brief description of the programs and the current situation and constraints related to their implementation,  as well as identification of  medium-term priorities, which will be used to determine the volume of resources required for the sector. In order to provide this brief analysis and to reflect the links between the different elements of the analysis, in particular the rationale for priority objectives and actions over the medium term, a special format will be used. This format is presented in Table 11.2.

This format could be reviewed annually in the context of the MTBF  circular and includes specific elements for the respective fiscal year, as well reflect improvements as a result of the evaluation of the MTBF process of the previous year.

The analysis presented in this Table contains the following sections:

1. Existing situation and major challenges. It will include a summary of the analysis of the current situation in the sector. In particular, the analysis should include urgent problems in the sector, including issues concerning budget management. Where possible, it should include relevant quantifiable performance indicators (services network indicators, staffing).
2. Goals and objectives over the medium term. Here program objectives will be established for the MTBF  period. This should also indicate how the program contributes to the achievement of strategic priorities in the medium term in the context of the national development strategy and the strategic priorities of the Government over the medium term. Where possible, objectives should be quantified, with an emphasis on the first year of the MTBF\.
3. Medium term actions to achieve the goals and objectives. These actions can be distinguished in:

· Actions for a more effective and efficient use of resources. This includes efficiency measures which relate to: the implementation of information systems, structural reforms and reductions in staff, rationalisation of social services structure, savings on energy and utilities as a result of changing operational norms, replacement of equipment, etc. Savings achieved as a result of such actions could providing additional support to fund new spending initiatives identified in the MTBF  period.

· New actions involving additional expenditure. This reflects the initiation of priority policy initiatives that contribute to expansion of the volume of services or improvement of the quality of services, such as increasing the amount of certain social benefits or implement some targeted needs, creating the infrastructure for agricultural production, creation of institutions and structural subdivisions, etc. New policy measures proposed must be consistent with strategic priorities in the context of national development strategies and other national programs and strategies (to be highlighted and reference to be made). The reform actions submitted must correspond to existing problems and policy objectives and the commitments must be achievable within the available resources of the MTBF . The emphasis will be on identifying a limited number of specific priority actions, which can be monitored. It is also very important to set the terms for implementation of activities, placing emphasis on activities to be undertaken in the first year of the MTBF. Also, a more detailed description of the actions will required, in particular, for the first year of the MTBF .

4. Implications for resource allocation at the sector level. Analysis of the financial implications of proposals will be identified taking into account of the following:

· It will reflect the absolute costs of the actions identified, the amounts of increases or saving of resources, including consecutive redistribution between programs for each year of the MTBF. To support this activity the Guidelines for cost estimation which are described in Chapter 10 can be used.
· In the phase of presentation of the draft expenditure strategy the costs of actions should be divided into costs which fall within the preliminary ceilings provided at the beginning of the MTBF  process and costs which are not covered. The costs which are not covered reflect both the existing commitments that do not have  financial coverage and new initiatives. They will be examined later when deciding on the final expenditure ceilings.

· Analysis of the financial implications of the proposed measures should reflect the implications for the various types of budgets: State budget, Budgets of the administrative-territorial units, State Social Insurance Fund and the Mandatory Health Insurance Fund. It should also reflect the different revenue sources: own revenue, revenues, or general budget resources.
5. Performance indicators should be identified to ensure monitoring of program performance. In line with the Program Budget Preparation Methodology, the indicators can be grouped into: (i) resource indicators - expressed the amount of resources consumed (time, cost) to realise activities aiming at producing goods and providing services (preferably expresses on a per unit basis), (ii) output indicators - measuring the volume or quantity of good and services resulting directly from the program, (iii) results indicators - which assesses the quality of the program and describe the extent to which the aim and objective expected has been achieved.

A prerequisite for effective implementation of the programs is to ensure relevance of performance indicators. To ensure alignment with strategic documents at the national level, these indicators should be formulated on the basis of performance indicators included in these documents. 
Step II.4 - Development of expenditure proposals
This activity should be conducted based upon current trends in the use of resources and taking into account the previous analysis.

Table 11.3 provides a format for presenting the proposals to adjust the preliminary expenditure ceilings (baseline) and as well as the costs of new policy initiatives. This information together with the justification will serve as the basis for finalising the expenditure ceilings by the Ministry of Finance. Additional information on how to complete the table concerning estimates for preliminary expenditure ceilings (baseline) are presented in Chapter 3.6 and Chapter 9 of this Unified Set.

Table 11.4 presents the format for presenting proposals on the allocation of resources by program / sub-programs in the sector, also reflecting the redistribution of expenditure between the components of the National Public Budget. 

11.3.3 Phase III: Consideration of Sector expenditure strategies 
At this stage the preliminary sector expenditure strategies will be reviewed:

· The State Chancellery  shall examine and endorse the proposals submitted to verify the connection with policy priorities established in national development strategy and other strategic documents at the national level. 

· The Line Divisions of the Ministry of Finance shall examine the proposals submitted in the light of: (i) efficiency and effectiveness of the proposals, (ii) the structure of the expenditure and options to improve resource utilisation, (iii) additional expenditure in relation to the preliminary ceiling. The Ministry of Finance will consider the comments of the State Chancellery with respect to the national priorities.

The review of the preliminary Sector  Expenditure Strategies serve as the basis for the finalisation of expenditure ceilings for each sector. After discussion and coordination with the MTBF Coordination Group, the Ministry of Finance shall notify the public authorities about the final expenditure ceilings by sector, who subsequently will adjust their strategies. 

11.3.4 Phase IV: Adjustment of expenditure strategies to updated expenditure ceilings

The final step involves updating Sector Expenditure Strategies by the public authorities in collaboration with respective sector working groups to ensure alignment with the updated expenditure ceilings. The final Sector Expenditure Strategies (Tables 11.2 to 11.4) are presented to the Ministry of Finance and will be attached to the Document on MTBF  Forecasts.

After approval of the Document on MTBF  Forecasts by the Government the Sector Expenditure Strategies serve as a basis to develop detailed budget proposals.

11.4 Formats for presentation

Table 11.1 provides a format for the report on implementation of sector expenditure strategies in the previous year.
The presentation of the draft Sector Expenditures Strategies will comprise:

	· Table 11.2: Analysis of expenditures programs and policy priorities by program/sub-program

	· Table 11.3: Proposals for setting sector expenditures ceilings per sector

	· Table 11.4: Distribution of resources by expenditure programs and sources of financing.


The final Sector Expenditures Strategies will comprise Tables 11.2 and 11.4

Table 11.1 Raport privind implementarea Strategiei de cheltuieli pe anii ______ pe sectorul ____________

	Probleme cheie /politici
	Acţiuni CCTM din anul precedent (AB-1 )
	Acţiuni CCTM în vigoare (AB)
	Acţiuni întreprinse pe parcursul anului precedent (AB-1)
	Alocaţii financiare, executat (cheltuieli de casa) în anul precedent (AB-1), mii lei
	Rezultate/indicatori de monitorizare

	
	
	
	
	
	Planificat în CCTM din anul precedent (AB-1)
	Real indeplinit în anul precedent (AB-1)
	Devieri(explicaţii)

	1
	2
	3
	4
	5
	6
	7
	8

	Program/ Sub-program  1
	 

	În această coloană se vor include problemele -cheie şi obiectivele de politică pe termen mediu din CCTM precedent pentru fiecare program/subprogram in parte (se vor transpune din documentul CCTM precedent)
	La fel ca şi în coloana 1, în această coloană se vor expune acţinule prioritare de politică care au fost identificate pentru programul dat în documentul CCTM din anul precedent (se vor transpune din documentul CCTM precedent)
	Se vor indica toate acţiunile din CCTM 2009-2011 specificate pentru soluţionarea problemelor identificate in col 1. Aceasta in cazul cind soluţonarea problemelor cheie identificate in col 1au fost preconizate acţiuni si în CCTM în vigoare (se vor transpune din documentul CCTM în vigoare)
	Se vor specifica acţiunile concrete intreprinse pe parcursul anului precedent. 
	 Se indica alocaţile financiare din toate sursele de finanţare care au fost utilizate la acţiunile indicate in col. 4. Este necesar de a indica costul pentru fiecare acţiunie în parte şi costul total al programului.
	Se indica rezultatele/indicatorii de monitorizare planificaţi pentru fiecare program/subprogram din CCTM din anul precedent (se vor transpune din documentul CCTM precedent)
	Se va indica cum real au fost indepliniţi indicatorii preconizaţi in coloana 6 , iar in cazul cind au fost obţinute şi alte rezultate/indicatorii importanţi pentru programul/subprogramul  dat urmeaza de asemena a fi inclusi.În primul rînd este necesar de a explica indeplinirea indicatorilor de monitorizare ce au fost specificaţi în documentul CCTM din anul precedent. 
	Se vor explica motivele neexecutării/neindeplinirii rezultatelor/indicatorilor de monitorizare preconizati. De asemenea, în cazul cind unele acţiuni preconizate in CCTM precedent nu au fost îndeplinite vor fi explicate motivele şi necesitatea includerii/exluderii acestora in/din Strategia sectoriala de cheltuili pe următoarea perioadă.

	 
	 
	 
	 
	 
	 
	 
	 

	Bugetul total al programului/subprogramului pe anul precedent (AB-1), mii lei1
	

	Cheltuieli executate total pe program/subprogram în anul precedent (AB-1), mii lei2 
	

	

	Program/ Sub-program  2...n
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	Bugetul total al programului/subprogramului pe anul precedent (AB-1), mii lei1 
	 

	Cheltuieli executate total pe program/subprogram în anul precedent (AB-1), mii lei2
	 

	
	


Note:


În tabelul dat urmeaza a fi incluse toate programele şi subprogramele specificate in CCTM precedent.


1- Se va indica costul total al programului dat, dar nu numai pe acţiunile specificate din cadrul programului.  Costul include cheltuielile totale ale bugetului public naţional (toate sursele de finanţare) - bugetul precizat pe anul precedent pentru programul dat.

2- Se va indica executarea cheltuielilor de casă ale bugetului public naţional pe anul precedent pentru programul dat.

Table 11.2 Formatul de prezentare a analizei programelor de cheltuieli pentru fiecare sector în CCTM

Sectorul  <<denumirea sectorului> 

Prezentarea sectorului: va include o analiză sumară a situaţiei existente din sector în forma unei teze. În special, analiza trebuie să cuprindă problemele acute cu care se confruntă sectorul, inclusiv aspectele cu privire la utilizarea eficientă a resurselor.  Arătaţi clar în ce mod problemele cu care se confruntă sectorul ţin de Strategia SND.

	
	
	Costurile acţiunilor pe ani  (mii lei )
	

	Probleme cheie/politici
	Acţiuni prioritare de politică
	Anul AB+1
	Anul AB+2
	Anul AB+3
	Indicatorii

de monitorizare

	
	
	TOTAL


	inclusiv
	TOTAL


	inclusiv
	TOTAL
	inclusiv
	

	
	
	
	în limita de cheltuieli
	Costuri neaco-perite
	
	în limita de cheltuieli
	Costuri neaco-perite
	
	în limita de cheltuieli
	Costuri neaco-perite
	

	Programul I/Sub-programul:  <<denumirea  şi descrierea succinta a programului ( ce activităţi  include acest program, scopul acestui program etc.)

	Această secţiune va fi separată în doua parţi: 

A.  va  cuprinde un rezumat al analizei situaţiei curente din ramură pe teze . În special, analiza trebuie să cuprindă problemele stringente din ramură, incluzând şi problemele  ce ţin de utilizarea eficientă a resurselor în ramură. Unde este posibil, se vor prezenta indicatori măsurabili,( indici de reţea, state şi contingent).

B.   va  include obiectivele de politici pe termen mediu ale programului pentru perioada CCTM.  Obiectivele sau scopurile specific pentru următorii trei ani trebuie să fie identificaţi pentru fiecare program individual. Această secţiune  trebuie  de asemenea să indice în ce mod programul contribuie la realizarea  priorităţilor pe termen mediu ale SND. Aceste obiective trebuie de asemenea să fie consecvente cu acelea din cadrul strategilor sectoriale, (la momentul la care acestea nu contrazic scopurile SND). Acolo unde este posibil, obiectivele trebuie să fie cuantificate, cu un accent pe anul imediat următor.

Informaţia inclusă în această secţie care vor servi în calitate de temei  pentru acţiuni de politici enumerate în coloniţa 2
	Această  secţiune trebuie să identifice acţiunile de politici la nivel de sector identificate pentru realizarea obiectivelor enumerate în coloniţa 1.

Acţiunile din această coloana vor fi separate in:

A.. Acţiuni ce duc la o utilizare mai eficace şi eficientă a resurselor, şi,

B. Acţiuni nou identificate pentru perioada CCTM, ce  reprezintă priorităţi pentru dezvoltarea ramurii, in primul rind acţiunile şi sub-acţiunile SND identificate pentru implementarea pe parcursul perioadei CCTM. Acestea ar trebui să fie enumerate în ordinea priorităţilor, unde prioritatea de prim ordin trebuie să reprezinte acţiunile special identificate în documentul de concept/ priorităţile de politici

Acţiunile specificate trebuie să fie consistente cu acţiunile cuprinse în CCTM pentru a asigura continuitate. Scopul nu este de a da o listă completă a acţiunilor, dar de a le evidenţia pe cele mai importante. Unde e posibil de a indica costul acţiunilor identificate şi  termeni limită de realizare, accentul punându-se pe activităţile ce urmează a fi întreprinse în anul pentru care se planifică bugetul
	Aici vor fi expuse  costurile acţiunilor menţionate în coloana anterioară. În acest compartiment trebuie sa fie inclus costul absolut, al acţiunii (propunerii) identificate pentru fiecare an in parte. Pentru fiecare coloana cu denumirile „AB+1”, „AB+2” şi „AB+3” trebuie specificate costurile totale (pentru fiecare an in parte costul absolut),  inclusiv cu specificarea în limita plafonului de resurse CCTM şi costuri neacoperite”.   

Costurile ar trebui să fie  consecvente cu Planul de acţiuni SND pentru pentru perioada respectivă, până la momentul la care informaţia actualizată nu este disponibilă.


	Această secţiune va indica indicatorii de monitorizare de bază pentru fiecare program.

Indicatorii trebuie să fie focusaţi pe eficacitate, eficienţă şi programele de cheltuieli şi nivelul de implementare. Se recomandă ca fiecare program să aibă trei indicatori:

· Indicatori de rezultat

· Indicatori de produs
· Indicatori de eficienţă
În măsura posibilă, aceşti indicatori ar trebui să fie elaboraţi în baza indicatorilor de performanţă din documentul SND, pentru a maximiza consecvenţa şi eficienţa

	Programul /Sub-programul II :  <<denumirea  şi descrierea succinta a programului ( ce activităţi  include acest program, scopul acestui program etc.)

	
	
	
	

	Programul /Sub-programul II :  <<denumirea  şi descrierea succinta a programului ( ce activităţi  include acest program, scopul acestui program etc.)

	
	
	
	


Notă 1: În versiunea finală vor fi excluse coloniţele cu „Costuri neacoperite” şi în analiză se vor conţine doar măsurile care sunt cuprinse în limita de cheltuieli.

2. AB+1 – anul viitor pentru care se elaborează bugetul, AB+2 şi AB+3 – anii următori anului pentru care se elaborează bugetul.


Table 11.3
Proposals for establishing expenditure ceilings per sector, program

	mill Lei

	 
	Sector/program
	Code
	FY
	FY+1
	FY+2
	FY+3

	
	
	
	
	
	
	

	1
	Approved budget current fiscal year FY
	This reflect indicators in the approved budget of the current fiscal year (base year) at the level of sector, program/sub-program. For the medium term, the same amounts are to be taken.

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	2
	Commitments approved in the MTBF of the previous year
	This reflects the total costs of commitments approved in the previous MTBF  taking into account the financial implications for each year included in the MTBF  period for each action considered

	 
	2.1 Factor 1 / Action 1
	 
	 
	 
	 
	 

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	 
	2.2 Factor 2 / Action 2
	 
	 
	 
	 
	 

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	3
	Factors in estimating or updating the baseline
	This indicates cost factors taking into account when calculating estimates for updating the baseline. These factors can be determined by macroeconomic indicators (inflation), demograhic developments (number of beneficiaries), changes in legislation or regulations.

	
	3.1 Cost factor 1
	
	
	
	
	

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	
	3.2 Cost factor 2 
	
	
	
	
	

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	4
	Baseline estimate / update (preliminary expenditure ceiling) (1+2+3)
	This is an indicator, which is obtained as a result of the sum of indicators 1, 2 and 1.

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	5
	Efficiency savings
	This reflects the sum of savings achieved by implementation of measures leading to more efficient use of existing resources.

	
	5.1 Measure 1
	
	
	
	
	

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	
	5.2 Measure 2 
	
	
	
	
	

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	6
	New policy priorities
	This reflects the total costs of new policy priorities for each action considered.

	
	6.1 Policy 1
	
	
	
	
	

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	
	6.2 Policy 2 
	
	
	
	
	

	
	Recurrent expenditure
	
	
	
	
	

	
	Capital investments
	
	
	
	
	

	7a
	Adjusted expenditure ceiling (4+5+6)
	This is an indicator, which is obtained as a result of the sum of indicators 4, 5 and 6.

	 
	Recurrent expenditure
	 
	 
	 
	 
	 

	 
	Capital investments
	 
	 
	 
	 
	 

	7b
	Adjusted expenditure ceiling (4+5+6)
	It will reflect the same figures as the indicator 7.A, only it will reflect where the ceiling is proposed to be funded - from its own resources or general.

	
	Funded from:
	
	
	
	
	

	
	General resources
	
	
	
	
	

	
	Own resources
	
	
	
	
	

	
	
	 
	 
	 
	 
	 


Abbreviations:  FY – present fiscal year, FY+1- next year for which the new draft budget is prepared, FY+2 and FY+3 – next years ahead of the year the budget is prepared
Notes: 

3. Each public authority should use this format as a basis for his contribution. Following discussions in sectoral working groups the lead ministry leader in the sector will make a consolidation for the whole sector.

4. Indicators 1, 2, 3 and 4 are completed by the Ministry of Finance at the phase of presentation of preliminary expenditure ceilings. Public authorities can submit proposals for revision or amendment of these indicators by presenting a rigorous justification to the Ministry of Finance.


Table 11.4
Distribution of resource allocations by expenditure programs / sub-programs by sectors, mil Lei 
Sector _________________

	Name program/sub-program
	Code
	FY-2
	FY-1
	FY
	FY+1
	FY+2
	FY+3

	
	
	Actual
	Actual
	Approved
	Draft
	Estimate
	Estimate

	Program/sub-program I. 
	
	
	
	
	
	
	

	Program/sub-program II.
	
	
	
	
	
	
	

	Program/sub-program III. 
	
	
	
	
	
	
	

	Program/sub-program IV.
	
	
	
	
	
	
	

	… 
	
	
	
	
	
	
	

	Program/sub-program n
	
	
	
	
	
	
	

	Total by sector
	
	
	
	
	
	
	

	Financed from: 
	
	
	
	
	
	
	

	State Budget total
	
	
	
	
	
	
	

	including:
	
	
	
	
	
	
	

	   General resources
	
	
	
	
	
	
	

	   Own resources
	
	
	
	
	
	
	

	Budgets ATUs
	
	
	
	
	
	
	

	Budget State Social Insurance Fund
	
	
	
	
	
	
	

	Mandatory Health Insurance Fund
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Note:

Year FY-1 and FY-2 will reflect the expenditure made (cash spending) conform the complete accounts of the years preceding this year. 
Year FY - will reflect approved allocations in the Law on State Budget for the respective fiscal year. 
Years FY+1, FY+2, FY+3 - will reflect the estimates of expenditure on programs for the next three years following the base year. The total amount per year sector are forecasts which will correspond with be the ceiling established in the MTBF for that sector.
12 Program Budgeting Methodology

12.1 Introduction

Program budgeting is an efficient management tool for setting priorities and for taking decisions on the future allocation of budgetary resources depending on the results achieved of governmental spending programs. Program budgeting addresses three major questions:

1. “what to achieve?”

2. “how to achieve this?”

3. “how much will this cost?”

Under the first question (“what to achieve?”) should be formulated the objectives of government policy. Under the second question (“how to achieve”?) should be formulated the programs (groups of activities and/or projects) which need to be implemented to reach the objectives. Under the third question (“how much will it cost”?) should be calculated the costs of each spending program in order to determine the amount of allocated funds to the identified programs. 

Answering the question “what to achieve?” starts with the formulation of strategic objectives or aims. These aims show the final desired effects for society in different policy areas under the responsibility of a respective ministry. There should be formulated one aim per identified policy area. As these aims are usual very broadly formulated, and thus difficult to monitor their achievement, they need to be made operational by the formulation of more concrete “specific” objectives. Such objectives are both more measurable and more manageable in their achievement. 

Answering the question how these different types of objectives will be reached (How to achieve this?) should be done by the formulation of programs. Programs are coherent groups of activities and projects (aimed at achieving objectives) for which (preferably) a clear accountability structure exists. 

The third question (How much will this cost?) involves the assessment of the financial implications of these programs, both for the forthcoming fiscal year as for the medium-term. Additional guidance on costing is included in Chapter 9 of this Unified Set.

 

12.2 Main definitions

The following notions shall be used in these Guidelines: 
· Program Budget means set of spending programs having clear aims, objectives, well-defined performance indicators to measure progress in achieving these objectives and respective financial resources allocated to these programmes.

· Program is a coherent, aggregated set of projects and activities implemented by the government to achieve certain objectives.

· Aim reflects the final policy effects for society that a ministry attempts to reach. (“what do we want to achieve?”). 

· Objectives express in more concrete form the different strategic aims identified per ministry and are declarations of planned achievements and anticipated results, measurable for a certain period of time. 

· Performance Assessment Indicators is a system of indicators which assess the resources, efficiency, output and results of the Program during both its development and implementation. 

· Resource Indicators assess the financial, material, human and technical resources used for the implementation of the Program. 

· Efficiency Indicators assess the average quantity of the resources (time, costs) used for achieving one output or result. 

· Output Indicators point out or measure the volume of the outputs (services) deriving directly from Program implementation. 

· Outcome Indicators assess the effects and quality of the Program and describe to which extent the Program has achieved the anticipated aim and objectives. 

12.3 Guidelines in identifying programmes, aims, objectives and performance indicators

A program budget shall have the following elements: 

1. Programs

2. Aims

3. Objectives

4. Performance indicators.

 

12.3.1 Programs

A Program is a general mission or any other kind of declaration of the aims which determine the direction of development that a ministry adopts for the short, medium or longer term. If the Program is too general, large and therefore difficult to manage, it can be divided into sub-programs. 

Key principle is that each program reflects an aggregation of services or goods supplied to external parties by the Central Public Authority and by its subordinate institutions that receive their funds through the Central Public Authority’s budget. External parties are the public, the private sector, other government ministries, public organisations, or the ministers (e.g. policy advice). Programs reflect aggregations of similar good and services provided by a Central Public Authority so they provide a sound basis for allocating, planning, management and monitoring budgets. Products and services can be a set of coherent activities. Having similar or related goods or services grouped into programs facilitates the setting of coherent performance indicators at a later stage in developing program budgets.

Public authorities shall follow the following rules while developing programs:

1. Programs should be formulated in a way, which includes all spheres of activities of a ministry that are aimed at achieving their policy objectives.

2. Programs shall represent the priority option and the most efficient and effective way to realise the policy objectives of a Central Public Authority.

3. All the goods and services of a Central Public Authority and subordinate institutions receiving their funds through the Central Public Authority’s budget should be covered by the programs;

4. There should be no repetition of goods and services between programs. Goods and services should be exclusive to the programs they are allocated to.

5. It must be feasible to allocate revenue, expenditure and capital investments to the programs;

6. Programs can be specific to each public authority (public institution) or common to several public authorities (public institutions).

7. The number of programs will vary depending on factors such as the size and functions of a Central Public Authority. They should aggregate the goods or services supplied to a level that is useful for strategic planning and analysis by senior officials, ministers and the government. They should also be sensible as a basis for the budget appropriations.

8. A Program follows the structure as indicated in the figure below.


Figure 12.1
Relations between the different elements of a program

	



Examples are:

	Box 12.1 Examples of programmes and sub-programmes

	Examples of programmes:
	· Transportation

· Social Protection

· Public Finance Management

	Examples of sub-programmes:
	· Road Development

· Family and Child Protection

· Administration of the Revenues of the National Public Budget


9. Each program shall include a narrative description. The narrative description of the program shall be a balance between conciseness and explanations sufficient enough allowing the user to identify the program and to understand the objectives and indicators of the programme. The Program narrative description answers some of the following questions: 

· What shall we do with the Program? 

· What are the issues the Program addresses? 

· Who are the beneficiaries of the services provided by the respective Program? 

An example is:

Box 12.2 Example of Narrative Description: The Programme “Prevention and Combating of Corruption and Economic Fraud”

	The level of corruption, economic fraud and money laundry is monitored steadily by the Centre for Fighting against Economic Crimes and Corruption. The process of diminishing these parameters is based on a tri-dimensional activity: prevention, combating and education. In this respect the activities consist in discovering and examining the corruption deeds and cases of economic frauds (including money laundering), development of policies on prevention and conducting campaigns aimed at raising the public awareness.


12.3.2 Aims

Aims reflect the final results of policy that a line ministry strives for over the planned period (“what do we want to achieve?”). The aims are long-term priorities. The role of aims is to structure political debate. The aims should reflect the key long-term policy intentions of the government. Some aims are not only long-term, but also permanent by nature. This is the case, for example, for core state functions, such as efficient collection of taxes, provision of law & order, and national defence. Since these functions are permanent by nature, they may not be explicitly referred to in the government’s policy agenda. This does not mean that available funds for the programmes falling under these strategic objectives will remain stable as well. 

The following principles shall be considered while identifying and specifying aims: 

1. Aims must be defined clearly and precise. The formulation must be concise and clear (sentences must be used limit as much as possible in terms of the use of commas and the conjunction “and” as well as the number of words).

2. The number of aims must be limited to facilitate overview, though the number should also not be limited to only one or two.

3. Aims may reflect a state that is wished and that must be maximised or an undesired effect that must be minimised.

4. It should be possible to relate key policy documents or political statements to which the aims refer (the Constitution, laws, concepts of government policy in respective areas, the statute of a ministry, strategies, etc.).
5. Aims may correspond to one or more targets that may be set.

6. Aims shall remain valid and stable during the whole implementation of the program.
Box 12.3 Examples of aims

	Examples of aims
	· Efficient collection revenues in the National Public Budget

· Optimisation and diversification of sport among the citizens

· Prevention and combating of corruption and economic fraud 

	Examples of aims that  reflects a state that is wished and that must be maximised or an undesired effect that must be minimised
	· Improvement of life expectancy

· Reduction of infant mortality rate


12.3.3 Objectives
After the formulation of aims the next step should be the formulation of more operational objectives. Objectives must be linked to the defined aims to which it belongs. They are considered a re-formulation of the aims in more detail and concrete terms. Concrete objectives are necessary to understand the program’s specific activities and projects. “Concrete” means that the objectives should be measurable and manageable for the ministry. Measurability implies that the degree of achievement of the objective should be measured and the desired direction of development should be clear. Manageability means that the Central Public Authority should feel confident that it could realise to a large extent its achievement.

The following rules shall be applied for the identification and specification of objectives:

1. For each aim a number of logically related objectives should be formulated;
2. Public authorities should ensure that operational objectives are linked to only one aim;
3. Public authorities shall verify that the objectives will not be contradictory with each other if these objectives fall under the responsibility of the same public authority;
4. The objectives set by the Public authorities within a program shall be included in the order of their importance;
5. To assess whether the formulated objective is well formulated, it should be assessed against the requirements towards objectives as indicated in the table below:


Table 12.1
Requirements to objectives

	Requirements
	Considerations

	Challenging
	Has a target value been included?

	Timed
	Is it indicated when, i.e. within which period the outcome/problem should be realised/solved?

Has a time path with intermediate target values been included? (intermediate objectives)

	Client-oriented
	Are the target groups of the policy indicated?

	Measurable/testable
	Can on basis of the present formulation the realisation of the objectives be monitored mid-term with performance indicators and/or evaluation study?

Can accountability over the objectives be made ex post?

	Manageable
	Can the public authority give direction to the objectives?

	Responsibility
	Do the objectives demonstrate whether the public authority is accountable for the outcome? 

	Concise
	Has the objective been formulated short and to the point? Is the essence of the policy clear? 

	Feasible
	Have the objectives been formulated realistically? Is it possible to make a qualitative assessment of the feasibility?


Box 12.4 Examples of objectives

	Examples of objectives:
	· Building 300 km of highway by 2010
· 5% Reduction of early school leaving in 2008
· 60%  Reduction in the number of cases to be examined and determined by 2010

	Examples of intermediary objective
	· 2008: Building 100 kilometres of highway

· 2009: Building 150 kilometres of highway

· 2010: Building 50 kilometres of highway


12.3.4  Performance indicators

The result and performance of the programs are expressed by means of indicators. The aim of the performance indicators is to measure the progress of the program in the achievement of its objectives. Performance indicators represent a particular value or characteristic used to measure input, activity, output, efficiency or outcome. Performance indicators contain valuable information about a situation and/or development and that is related to the information need of managers and/or politicians. Performance indicators can be expressed in quantitative or qualitative terms. Crucial words are thus “valuable information” and “information need”.

Basically, there are various types of indicators: resource, output, efficiency and results indicators.

· Resource indicators shall reflect the resources (financial, human and material) used to achieve the activities aiming at producing goods and providing services, such as staff, equipment, materials, etc. Budget institutions shall identify and include in the programs precise resource indicators, so to ensure maximum relevance of the resources needed by the nature of the objective.

· Output Indicators shall characterise the aspect of the output and shall assess the quantity of the outputs or services, accompanying the achievement of objectives during program implementation. Examples are: kilometres of roads built or number of cases of tax evasion sent to court. Output indicators indicate therefore the amount of public goods produced or services provided to citizens, business and other public organisations. Outputs result from internal activities or efforts. It could relate to services and goods provided to parties outside the ministry (final output) but might as well relate to services and goods provided to the other government organisations (intermediate output).
The concept of outputs is not confined to tangible goods and public services delivered directly to citizens. The concept also includes more intangible flows of influences on the surroundings from agencies, institutions and other entities delivering on public policies. Outputs are potentially largely controllable by public authorities and measurable either quantitatively or qualitatively. Thus outputs can be used for performance management with less difficulty than results. Output indicators are useful for measuring financial requests and for determining the resources necessary for a program.

· Efficiency indicators shall characterise the aspect of the efficiency, and shall express the relation between the goods produced or the services provided and the resources used to produce or provide them. Examples of efficiency indicators are: average cost of the maintenance and repair works per kilometre of road, expenditures per one abandoned child, average number of days needed to examine a case of tax evasion.

· Result Indicators shall determine the aspect of the results and, in comparison to other indicators, shall characterize the effect or quality of the program. The result indicators shall describe the extent to which the aims and objectives of the program are achieved. These indicators are of a special importance and shall be set for each program and related program objective. Results indicators indicate the purpose that is achieved by producing the output or delivering the service. A result indicator could reflect changes in the economic, physical, social or cultural environment that a public authority proposes to influence. Results - whether intended or unintended - are not usually completely controllable by the government. The degree of control depends on the influence of external factors on the objective in question, the efficiency of implementation and the quality of the policies for reaching the policy objective. Examples of results indicators are, for instance: (i) the degree to which the accessibility to remote roads is improved; (ii) percentage of 18 year old pupils completing their lyceum courses; (iii) total fiscal arrears and fines collected as a result of convictions.

The full set of performance indicators should be prioritised on the aims and objectives. There should not be more indicators than are necessary to capture the objectives. The set of performance indicators should give complete and reliable insight in a certain situation or development, and should cover all significant aspects of the program. Otherwise, an unbalanced set will have significant gaps or biases in the performance being measured, which may promote undesirable behavioural changes. 

There are many factors that determine whether an indicator is useful, informative and effective. Performance indicators should preferably meet certain criteria:

1. Clear: precise, understandable and unambiguous;

2. Relevant: appropriate and useful to the objective at hand;

3. Economic: data available at reasonable cost;

4. Adequate: attributable, providing a reliable and timely basis for the assessment of performance;

5. Monitorable: sufficient availability of information, consistent over time and between similar organisations, and open to independent scrutiny.

The table below describes the main considerations that need to be taken into account when reviewing performance indicators against these criteria.


Table 12.2
Requirements to performance indicators

	Criterion
	Consideration

	Clear
	A precise and unambiguous definition to ensure consistent collection of data and facilitate fair comparison. The performance indicator should be easy to understand to the users of the indicators, whether they are managers, target groups, or individual users of the product or service. They must have a common understanding of the indicator. One must avoid to define the indicator too difficult, so that people have difficulty in collecting the information. Too tight or too broad definitions may also create problems. Definitions that are too tight may make it difficult for some of the data providers to deliver the information, while definitions that are too broad could allow for a number of different ways of counting and thus interpretation what is being measured.

	Relevant
	The indicator should be relevant to what the public authority is aiming to achieve. An indicator should aim to measure success in achieving a particular objective. To promote the relevance the performance indicators have to be related to the strategic goals and objectives of the organisation or of a specific program. This will reduce the risk of selecting performance indicators only because data are available rather than to meet the objectives.

	Economic
	The costs of collecting information have to be balanced against its usefulness. Where possible, an indicator should be based on information already available and linked to existing data collection activities.

	Adequate
	Performance indicators should measure something that the public authority can reasonably be expected to influence. It should be clear who is responsible for the organisation’s performance against that indicator. Ideally the indicator should also give an indication of how much of any change can be attributed to the organisation. Some indicators may reflect more than one aspect of a product or service, which could make it difficult to attribute the organisation’s role in any change. Sometimes the degree to which activities create the desired effects will not be clear. In these cases it is still appropriate to set such targets. These targets help focus an organisation on priorities and its overall goal.

The indicator should be reliable, that means accurate enough for its intended use. To be valuable, performance information should be reliable. All users must have confidence that any performance information represents what it purports to represent. A performance indicator should be statistically valid – an indicator based on a very small sample of cases may show large fluctuations. The indicator should also be responsive to change, that means that it should be able to notice significant changes in performance. 

The indicator should provide data frequently enough to track changes that are taking place in order to take action. The indicator should provide up-to-date information, with a short time lag between the period the data covers and the moment the data becomes available. The importance of having frequent data will depend on the speed at which policies can be changed to affect the outcomes as well as the length of time before the target is due. There is often a trade off between accuracy and timeliness. Producing statistics quickly means that some data sources cannot be used, and less time can be spent on checking the data. There is also a trade off between the cost of collecting data and the frequency of its collection.

	Monitorable
	Preferably an indicator should be capable of able to be compared with past periods or similar programs. In order to help ensure that the indicator will be comparable changes in definition over time must be minimised. If changes will be necessary it is helpful to estimate their effect on existing indicators so that comparisons can be made between periods before and after the change. Standard definitions should be used where these exist to allow that government organisations may be measuring similar concepts, or international definitions may exist which allow comparison between countries. New measures may not initially be comparable over time, but as more data is collected comparisons will be possible. This criterion should not stop new indicator being selected.

The indicator needs to be collected and calculated in a way that enables the information and data to be verified. The ‘clear’ criterion is a first step to ensure that a performance indicator should be collected and documented in a way that allows other people to check, or validate the measure. Ensuring the indicator is verifiable is important in maintaining consistency, and ensuring that producing the indicator does not depend on a single individual. Having clear documentation also support in promoting confidence in the indicator. It should be possible to verify the accuracy of the information and the consistency of the methods used. This stresses the importance of good internal quality controls at different levels of the organisation. External audits should ideally complement these internal control processes.


Many indicators will fail to meet all the requirements. Therefore, it may be necessary to start with indicators that meet only some criteria, and improve continuously the indicators over time.

It is better practice when making decisions on whether or not to include a performance indicator to determine perceptions of key management staff and the minister in relation to the value of an indicator. Moreover, operational staff should also be consulted because they are more aware of the risk that the definition of specific indicators could lead to inappropriate actions in order to meet targets associated with the indicators, but which are not directed to improve the product or service.

The performance indicators shall be measured providing information about the efficiency and effectiveness of the programmes as it is shown in the figure below. 


Figure 12.2
Inter-Relationships Between Performance Indicators


  

12.4 Development, approval and modification of program budgets

While developing a program budget, specialised Central Public Authorities together with their subordinate Budget Institutions shall follow the instructions for preparing and submitting budget proposals as described in Chapter 4 of this Unified Set.
In the process of developing budget proposals, authorities may propose formulations (names) of new programs, if it considers that the existing ones do not adequately reflect the direction of activities to be realised. However, it must be borne in mind that submitting proposals to create new programs are carried out at the initial stage of the annual budget cycle when considering policy proposals.
When preparing program budgets on, heads of the budget institutions and their subdivisions are responsible for collecting and systematising data, financial and non-financial. They also must report about the results achieved.

After collecting the budget requests, the budget shall be structured by programmes sing a prescribed format containing the aim, objective, and performance indicators and shall be transmitted to the Primary budget Institutions for consolidation. The budget proposals for programmes shall be presented by the line ministries. 

The total volume of the resources allocated for financing programmes shall not exceed the limits of expenditures set by law for the respective years, including the basic expenditures (without capital investments in constructions, except for the “science and innovation” sphere) and estimations of special resources for the respective years.

While assessing the costs of each programme, the line ministries shall use principles contained in the traditional MTEF and Budget Circulars.

In accordance with the instructions of the Ministry of Finance, budget institutions shall adjust program proposals so as to ensure:
· Alignment with the established expenditure ceilings;
· Justification of objectives and proposed performance evaluation criteria;
· Proper formulation of the programme elements. 

The program budget proposals must be accompanied by calculations and explanatory notes which should contain:

· Justification, of programmes, sub-programs, their aims and objectives pursuant to the normative acts, as well as explanation of the priorities and nature of the objectives; 

· estimation of the expenditure for all components of the programmes; 

· other relevant information meant to complete the substantiation and justification of proposals.

Primary budget executors shall approve the budget foundations per program on the basis of the total volume of resources approved by law for every programme at the level of the primary budget executors. Primary budget executors shall divide the resources allocated for concrete programmes among the subordinated public institutions, which implement the approved programmes or subprogrammes. The public institutions, in turn, shall approve their own programme/subprogram, defining objectives and performance indicators for which those financial funds were allocated.
For the purpose of monitoring the programmes and subprogrammes by means of Information System of the Ministry of Finance, the programmes shall be given distinct codes, according to the program classification.
The code of the programme/subprogram contains 7 characters, as follows: 

XX XX XXX
             Code activities

Code sub-programme
Code Programme 

  

13 Framework regulation for the development of the Budget at the level of Central Public Authority

This chapter describes the contents of a framework regulation on budget preparation at the level of Central Public Authorities, which can be used to organise the internal processes of the development of the budget in relation to subordinate budget institutions and the departments within the Central Public Authority.
Each Central Public Authority should establish such a regulation, to be approved by the head of the Central Public Authority and  to be distributed to all subdivisions and institutions subordinated to the Central Public Authority. The regulation framework can be modified to reflect the specific needs.

Regulation N° .../Year of  ____

to ensure budget preparation process within Central Public Authority ____ 

Approved: Head of CPA

Coordination: Head of the Department responsible for budget planning, Tel.:

The Central Public Authority (indicate full name) in compliance with existing laws, regulations and methodologies, shall issue this Regulation.

General Provisions

1. The objective of this Regulation is to formalise procedures for preparing the Budget of the Central Public Authority . 

2. This Regulation shall be binding for the Central Public Authority of ____ (hereinafter referred to as “CPA”) and its subordinate budget institutions or the institutions managing resources in this sector ….
3. The Regulation shall govern the procedures for:

i) Contributing to the development of the Sector Expenditure Strategies
ii) Preparing Budget submissions and presenting them to the Ministry of Finance

iii) Contributing to the preparation of the Annual Budget Laws

iv) Communicating and disaggregating the Budget for the subordinate institutions after its approval by the Parliament

4. The Budget Department
 and its subdivisions are responsible for the overall coordination of elaborating the annual budget of the CPA and in particular for the following:

· dissemination of circulars of the Ministry of Finance and, if necessary, develop further guidance;

· set intermediate deadlines for drafting the draft budget;

· being responsible for examining and analysing the financial impact of proposals, for consolidating the proposals and discuss them within the CPA;

· presenting the final proposals to the Ministry of Finance;
· participating in budget hearings.

5. The Department for analysis, evaluation and monitoring of policies is responsible for the analysis of existing policies, the review of new policy initiatives and the multi-dimensional assessment of their impact.

Preparation of the Annual Budget 

Elaboration of the MTBF 
1. Senior management of the CPA shall nominate the persons who will take part in the Sector Working Group which will be responsible for developing or updating the Expenditure Strategy of the sector to which the CPA belongs. It is essential that the working group will include the head responsible for analysis, evaluation and monitoring as well as the head responsible for budget planning. The overall responsibility for coordinating and organising the process of development of sector expenditure strategies belongs to the Department responsible for budget planning.
2. The Budget Department of the CPA shall disseminate the MTBF  circular of the Ministry of Finance to subdivisions of the CPA and, where appropriate, to the subordinate institutions. If necessary, it shall develop further instructions and set intermediate deadlines for drafting of the MTBF and the draft budget.
3. The departments of the CPA shall analyse the current situation and assess the overall capacity of the CPA to address the specific needs in the policy domain of the CPA, and shall determine proposals that should be taken in the next financial year in order to improve that capacity. This should be conducted as a part of reviewing the implementation of the existing sector expenditure strategy and updating it for the next MTBF  cycle.
4. The Departments of the CPA and, where appropriate, the subordinate budget institutions shall present the analysis under paragraph 3 of this Regulation and shall provide suggestions for new policy proposals to the Department for analysis, evaluation and monitoring of policies to the Budget Department for review and comments. These budgetary requests will be submitted pursuant to the format in Annex 13.A.
5. The Budget Department and the Department for analysis, evaluation and monitoring of policies shall be consulted as an important source of input for the decision-making and shall be actively involved in reviewing and updating the sector expenditure strategy. The result of this process should be the set of priorities and decisions regarding the activities to be continued, changed, started, or stopped in the next fiscal year that will be used as the basis for the Sector Expenditure Strategy of the sector to which the CPA belongs.
6. The Budget Department shall consolidate the proposals and shall determine whether the requests justify any changes in the preliminary expenditure ceilings established by the Ministry of Finance. When necessary, the Budget Department may discuss the requests with subordinate institutions, and may ask the department under which the subordinate institution belongs, to participate in such a meeting. Together with the Department for analysis, evaluation and monitoring of policies, the Budget Department will verify the budget proposals for consistency with the CPA’s priorities and the requirements included in the MTBF  Circular, as well as will verify the correctness of the presented estimates.
7. The Budget Department submits a consolidation of the proposals with its recommendations to senior management of the CPA. The overview shall explicitly indicate the requested deviations from the preliminary expenditure ceilings. Senior management shall assess the proposals, and decide on the acceptance or rejection of the proposals.

8. Senior management may ask departments of the CPA, and where appropriate, budget institutions, to make verbal presentations to them, in order to explain/justify their requests and to verify the fact that the requests are consistent with the CPA’s and the Government’s priorities.
9. The Budget Department shall adjust the proposals based on decisions of senior management of the CPA and will present them to the Sector Working Group to which the CPA belongs, and submit them to the Ministry of Finance in accordance with the instructions and required formats.

10. In examining and discussing the proposals submitted to the Ministry of Finance, the Budget Department shall submit any additional information when requested. 
11. After finalisation of the expenditure ceilings for sectors and Central Public Authorities, the sector expenditure strategy shall be adjusted to be aligned with the established expenditure ceilings.
Elaboration of the draft annual budget

12. Following the final expenditure ceilings approved by the Government, the Budget Department will issue an internal budget circular to which is attached the Budget Circular of the Ministry of Finance. 

13. The Budget Department coordinates the preparation of programme budget of the CPA and identifies the CPA’s programmes.

14. The Budget Department shall appoint the employees responsible for programme preparation and management and shall announce their names in writing to senior management within 15 calendar days from this Regulation entering into force. The Budget Department shall announce changes in the employees responsible for these tasks to senior management within 10 calendar days.

15. The appointed employees shall be responsible for the preparing the required information for the programmes in compliance with the formats required by the Ministry of Finance and included in this Unified Set of Methodologies.

16. Following receipt of the information, the Budget Department shall prepare a summary report for submission to senior management, having reviewed the programmes and agreed with the departments and budget institutions concerned. The comments of the Budget Department will become part of the report.

17. The report shall include:

· Comparison of planned and achieved outputs and results of the previous year, expected results in the current year and estimates of planned outputs and results for the forthcoming fiscal year as well as for the next two years;

· Identification of insufficiencies, such as: (i) inappropriately set objectives for which the necessary data on its accomplishment are not available; (ii) not setting realistic time schedule to accomplish the objective; and (iii) inappropriately setting measurable indicator(s) that is not following an objective or does not reflect its accomplishment;
· Proposals of measures to remove the identified insufficiencies and information on the status of these measures.

18. The Senior management of the CPA shall discuss the budget proposals. The Budget Department and departments that have submitted proposals shall provide any information required for decision making by the CPA.

19. The Budget Department compiles the required formats as indicated in the Budget Circular and in this Unified Set of Instructions and sends it for final approval to the Management of the CPA which submits it formally to the Ministry of Finance.

20. The Budget Department supports the Management of the CPA during the budget hearings with the Ministry of Finance. The CPA may request relevant staff of the departments and subordinate budget institutions to be present and participate during these hearings.

21. When the final steps have been taken regarding the CPA’s budget submission and the new budget law has been passed, the Ministry of Finance notifies each C{A about the actual appropriation that has been approved for the next fiscal year and shall request disaggregation of the approved budget in accordance with the provisions in Chapter 5 of this Set.

22. The Budget Department of the CPA shall prepare the preliminary disaggregation of the approved budget and inform the heads of the departments and the subordinate budget institutions about the budgetary allocations in the approved budget for the next year.
23. Budget institutions shall make the disaggregation of the approved budget in accordance with the ruling legislation and regulations and shall present it for approval to the Central Public Authority or hierarchical superior institution to which it is subordinated.
24. Each CPA must take final steps to establish their internal controls and other management processes so that it can fulfil its responsibilities for continuing/changing/terminating existing programmes and starting new ones.
25. In January, each CPA begins the process of leading the implementation of the new year’s budget and programme changes. The Budget Department will be fully engaged in this process.

Final Provisions

26. This Regulation shall come into effect on .____, 2010







The Head of the Central Public Authority
Annex 13.A: Format for the submission of expenditure proposals

The formats below are examples of an extended format which can be used by the PCA and subdivisions / subordinate institutions in the internal discussions on new spending proposals, and for the presentation of concrete  proposals.

The first format may be used to facilitate internal discussion before deciding on submitting a request. The second format may be used when it has been decided to submit a request for additional funding.

These formats may be adjusted according to the size of the CPA, its characteristics and nature of the proposals for additional funding.

Template to analyse the expenditure proposal
	
	Dimension
	Key issues to consider
	Information available from

	1. 
	Problem definition
	What problem is the budget request trying to address?
	

	2. 
	Policy objectives/desired outcomes
	What are the objectives of the request?
	

	3. 
	Compliance with the priorities in the government’s programme of actions and other national strategic documents
	Is the request consistent with the aims of the government program or other national strategic documents?

How will the proposal contribute to achieving these?
	

	4. 
	Priority
	How important is this request relative to other requests?

Has this request been submitted in previous MTBF /budget rounds and been declined or only partially approved? If so why, and has it changed?

How does the proposal fit with what your Department / Budget Institutions is currently doing?
	

	5. 
	Non-discretionary
	An item is non-discretionary if it results from:

Existing Moldovan legislation

Pay settlements with significant costs that cannot be met

Significant capability risks that have a direct effect on service delivery

Costs associated with agreed government policy

Note that costs for non-discretionary items should be for the smallest scale activity that is practical. Additional costs for larger program options (if a larger size is preferred) should be submitted as discretionary
	

	6. 
	Discretionary
	Requests are discretionary if the CPA has a choice on whether to fund the request or not (i.e. it does not fit the criteria above). This includes any additional spending for larger program options.
	

	7. 
	Evidence
	What evidence is there to suggest that the request will address the identified problem and will achieve the intended objectives?

Has clear intervention logic been established?

Does the request represent “value for money”?

How is “value for money” determined?

Is there sufficient demand for the request or activity?

Is the request the best way to achieve the stated objectives?

What other options have been considered, and why have they been rejected in favour of this request?
	

	8. 
	Reprioritisation
	Can the request be funded fully or partially from the re-prioritisation of existing funding?

If offsetting savings are identified, are there any risks that these may not be realised (e.g. are they demand driven)?

Can the request be funded fully or partially from third party charging or other sources (private sector)?

If not, why not?
	

	9. 
	Expected fiscal and social costs
	What are the assumptions driving costs (or where can this information be found)?

How were the costs established (e.g. external/internal benchmarking, cost driver analysis)?

Are there any non-financial costs to be considered?
	

	10. 
	Expected benefits (fiscal and social)
	What are the expected benefits of the request?

How long until they are realised?

Has a cost-benefit analysis been undertaken?

Will the request result in a reduction of costs or additional revenue to the Government in future years?

Are there wider economic or other benefits that are difficult to quantify?
	

	11. 
	Risks
	Has a risk analysis been undertaken?

What risks have been identified if the request is/is not implemented?

What risk management strategies will be implemented to mitigate the identified risks?

Are there any regulatory or legislative risks that have not been identified?
	

	12. 
	Implementation
	What are the details and issues with regard to implementation (e.g. timing, capability, project and change management)?

Should the request be piloted before full implementation?

Does partial implementation create risks for future budgets?
	

	13. 
	Review, monitoring and evaluation
	How will the CPA of ___ know whether the request has achieved its objectives?

What arrangements will be put in place to monitor and/or evaluate the efficiency and effectiveness of the request? 

Can performance data be collected easily at little cost or how costly will performance data collection be?
	

	14. 
	Consultation
	Have relevant sections, other budget institutions and stakeholder groups been consulted and do they agree with the request?
	

	15. 
	Capability
	Requests should show you have explicitly considered the following:

Environmental, social, cultural and economic implications and the interactions between them, where these implications are significant (whether direct or indirect)

The medium and long term effects and risks (e.g. the effects in 5, 10 or 20 years’ time and beyond depending on the issue)

Other initiatives or existing programs, including any inter-linkages that should be considered together
	


Template for submitting expenditure proposal
	Program/subprogram


	Please state the code and title of the program/subprogram/element related to the budget request




	Participant of the program/subprogram
	Please state respective department or budget institution participating in program/subprogram



	Link of the budget request to the Programme of the Government
	Please state how does the budget request relate to the Government priorities

(or its part related to CPA____)



	Link of the budget request to the CPA ____ objectives
	Please state how does the budget request relate to the objectives of the CPA ____
(concepts, strategies, programming documents etc.)



	Link of the budget request to the legislation 
	Please specify how does the budget request relate to the valid or prepared legislation of the Republic of Moldova

	Evidence
	Please state the evidence of the budget request being related to the identified problem and will reach the intended objective/objectives.

Please state if the budget request complies with the philosophy „value for money“ and how

Please state if there is sufficient demand for budget request and how big

Please state if the budget request is the best way of reaching the set objective 

Please state what other options were considered and why were those rejected unlike this one



	Change of priorities 
	Please state if the budget request could be fully or partially financed by the third party or from other funds (private sector. If not then why?



	Expected costs
	Please state what are the underlying assumptions of he costs estimates and what are their determinants.

Please state how were these expenditures set (e.g. internal/external comparison, benchmarking, analyses or cost determinants).

Please specify if any non-financial costs should be taken into consideration.

	Expected benefits
	Please specify what are the expected benefits from satisfying and funding the budget request and when will they be visible.

Please say it the cost-benefit analyses were done.

Please say if the request will lead to cost reduction or generate budget revenue in the coming years.

Please state if also other economic or other benefits exist which are difficult to quantify.



	Risks
	Please state if the risk analyses was executed.

Please state what risks were identified in case the request will not be realised/not realised.



	Analyses and evaluation 
	Please state how are the data on admission of indicators going to be collected and what are the cost of data collection going to be.



	Consultations
	Please state if the consultations with the respective department, budget institutions or participants took place and if they agree with the budget request.



	Source of funding
	Please state what sources are proposed to fund  the program/subprogram/element (state budget, local budgets or other funds)

	Budget request demand (000 Lei)
	Please state the amount of the budget request

	Economic specification of budget request (000 Lei)
	Code: 
	Wages, salaries, other incomes and bonuses

	
	
	Goods and services

	
	
	Current transfers

	
	
	Capital expenditures

	
	
	

	Goal
	Please state the goal of program/subprogram

	objective/objectives
	Please state the objective objectives)of program/subprogram/ element

	Measurable indicator

Value of indicator
	State measurable indicator (indicators) related to the objective (objectives)
	

	
	Type
	

	
	
	

	
	
	

	
	
	

	Brief description of activity to the set objective
	Briefly describe activities to be performed and will contribute to the accomplishment of the objective.



	Elaborated by
	Please state name, date and signatures

	Approved by
	Please state name, date and signature
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Boxele cu liniile întrerupte =Elementele şi activităţile CCTM.


A.1 = Etapa I Elementul 1�(Elaborarea Conceptului CCTM /Cadrul macrofinanciar pe termen mediu)
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� 	Categories of expenditures – totality of expenditures, in particular for certain institutions or certain similar activities. For example, in the sector "education" the following categories of expenditure are distinguished: (i) preschool, (ii) schools, gymnasia, lyceum, (iii) extra-curriculum school institutions, (iv) boarding schools, etc.


� 	Absolute expenditures  - expenditures estimated in fixed amounts, peculiar for some activities which are not common for all ATUs.  


� 	In the case of ATU budgets, proposals and draft budgets of the ATU of level I and II are presented to the General Finance Division which shall prepare a synthesis of draft ATU budgets and shall present it to the Ministry of Finance.


� 	The Guidelines focuses on cost estimation, but the same principles, approaches and methods can be applied to revenue as well. The Guidelines do not focus on projecting tax revenues as this requires different methods.


� 	Activities include the processes, techniques, and types of treatment that comprise a programme's service methodology, i.e. what it does. It may also means the volume or scale of what is being done, for example the numbers of children entitled to student awards. Or it could be the numbers of active labour market courses. The term is used to distinguish from the term classification, such as salaries, which describe the nature of the expenditure. When activity means the volume of work to be undertaken by staff, for example the number of beneficiaries that each staff member in a Labour office is expected to handle, then the term workload is used.


� 	Figures are illustrative only – no attempt at realism is pretended.





� The concurrence of the Ministry of Finance is not equivalent to an endorsement of the proposal. The Ministry of Finance may object to the proposal for policy, fiscal, legislative or other reasons.  This only means that the fiscal impact is fairly stated in accordance with the methodology, in the opinion of the Ministry of Finance.


� 	However, at some point economic behaviour comes in and as such “elasticities of demand” will have an effect, so that increases in a tax rate on consumables (like alcohol) will not produce a linear increase in total revenue.


� 	The Budget Department is responsible for budget planning the CPA. The Actual name may vary depending on the volume and scope of responsibilities exercised by this department.
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