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Foreword

This ‘Best Practice Guide is the fird in series of publicaions to asss Accounting Officers in
dedling with the changes brought about by the Public Finance Management Act. One of the most
important and immediate changes is the requirement to formaise in-year management, monitoring
and reporting processes, as pat of the broader improvements to the manner in which government

finances are managed.

The PFMA promotes the need for in-year management of resources, and requires, with immediate
effect, accounting officers to act as managers, and ensure effective in-year management mechanisms
are in place. Accounting officers must monitor progress on the department’s operational plan (which
includes the budget), and produce, consider and act on monthly and quarterly reports, which are to be
submitted to the executive authority and the treasury. Systems and processes dready exist for the
monitoring and reporting monthly of budgetary peformance, but accounting officers will have to
sorutinise the (financid) information, including data on grants and trasfers, before sgning off on the
reports required by the Act.

When congdering in-year management, monitoring and reporting, it is easy to focus atention on the
information systems that produce the reports, a the expense of the other eements in the process,
paticularly the gtarting point: the data that is the fundamenta building block of the entire procedure,
and aso the need to make use of the output generated — the production of information is not an end
in itsdf — managers must use it.  This guide consders dl aspects of the process in a user friendly
manner, in order to encourage Accounting Officers to take thelr respongbilities serioudy and

improve the use of the resources entrusted to them.

The Guide is dructured into four sections an introduction which sets the context, PFMA
requirements and some of the concepts involved, as well as an overview of the process. Section two
condders the in-year reports themsdves, including the mechanics of production (such as the
necessary month-end procedures and the process of making projections), and this is followed by a
condderation of the interpretation of the reports and indituting any remedia action which may be
required (such as exercisng virement). The find section congders the qudity issues to be addressed

in the coming years.

Maria Ramos, Director-General, National Treasury



1 INTRODUCTION

Background and Context

It is impossble to manage any organisation without the information to develop plans evauate
dternatives, and where necessary, to inditute corrective actions.  Traditiondly, managers in
government have placed too little importance on receiving and acting upon accurate and up-to-date
data — paticulaly finendd data - with the result that accountability has been undermined and
available resources have been used to less than their maximum potentid.

The Public Finance Management Act (Act No 1 of 1999 as amended by Act 29 of 1999) dtresses the
need for accounting officers (and those to whom manageria responsbilities have been delegated) to
regularly monitor and report on the performance of their Departments againg the agreed budget for
the year. However, this is not a mechanidtic requirement to ‘tick boxes, but one dement in a
process designed to improve the use of limited financid resources in the ddivery of services to

communities.

The Act dresses the need for regular monthly monitoring reports to be produced by the accounting
officer for submisson to the Miniser or MEC and the relevant treasury. The intention is to develop
a sngle process (based on the ‘Early Warning System’ which has evolved over the past two years) to
meet the information needs of managers and satisfy the reporting requirements of the PFMA, as well
asthe provisons of the Divison of Revenue Act (No 16 of 2000: DoRA).

The reports will focus atention on performance againg budget and againg service ddivery plans,
and will dert managers where remedid action is required. In addition, reports will be consolidated
and published monthly for Nationa Depatments and quarterly for Provinces in the nationd
Government Gazette, in line with internationd best practicee.  These monthly reports will facilitate
the compilation of the year-end financid datements and annud report, and the reduced timeframe
for audit procedures will strengthen accountability to legidatures.

L egal requirements

In brief, the reporting requirements specified in sections 32 and 40(4) of the PFMA, and dso in
sections 7 to 9 of DoRA, require that expenditure and revenue information for dl programmes be
provided each month to the national Treasury (see Annexure A). Falure to provide this information



is not only illegd and grounds for the sanctions under the Act to take effect, but aso reflects poor
management.

Regardless of these legidaive requirements, the monitoring of finandd data is an essentid eement
in managing the peformance of any spending agency. Unless managers receive gppropriate
information on the services for which they are accountable, effective management and governance is

impossible.

Concepts
Three basics questions arise during the ‘ monitoring’ phase of the management process-

What has happened so far?
Wheat do we think will happen to our plan for the rest of the year?
What (if any) actions do we need to take to achieve our agreed plan?

At present, managers are not dways able to address these questions in an informed manner, as the
data they receive is often inaccurate or only avalable after a long delay. One of the most crucid
aspects of implementing the PFMA will be improving the qudity of informaion avalable to
managers. ldedly, the information generated by a management information system should be-

accurate, for meaningful decisons and steps to be taken;

timely;

religble;

clear and unambiguous,

economicaly judtified, and avoid the production of unnecessary data;

flexible, and easy to adjust as needs change;

comparable, to ensure that decisons have a basdine;

relevant to each particular manager’ s area of responsibility.

While no sysem will ever be ided and there will dways be scope for improvement, the accounting
sysems currently in place throughout government (eg. FMS, BAS) ae capable of providing
managers with sufficient data to dlow them to discharge their responsibilities  The improvements
that are necessary will be stimulated by managers interrogating the information presented to them.



Best practice internal reporting

Jug as the qudities of information are important, so is the manner in which it is communicated.
Complex financid data, presented in endless columns and rows of figures may meet dl the qudities
outlined above, but Hill prove ineffective if managers are unable to access and hence use it to assist
in the decisons they take.

Information to managers and Ministers of MECs (referred to as Executive Authorities in the Act) is
usualy presented ininterna reports, which should be designed to facilitate:-

contralling the current activities of the organisation;

planning its future Srategies and operations,

improving objectivity in the decision-making process,

optimising the use of resources,

measuring and evauating performance;

improving interna and external communication.

Interna reports must achieve a baance between presenting sufficient detail to be meaningful without
overburdening the preparer or swamping the reader; focussng on critical outputs with accurate and
timely data, presented attractively and concisdly.

‘Best practice internd reporting suggests that management information should include-
A graphicd presentation of performance for the period showing Key Performance Indicators
(KPIs) - thisis seldom provided;
An emphasis on both operationd and financia KPIs which are the focus for senior management;
Written commentary on the overal performance of the entire organisation;
A st of financid daements (idedly compiled on the accrud base, but noting the limitations of
the current cash-based system);
A concise report from each mgor business unit, highlighting variances against budgets.

The PFMA gpecifies that a variety of reports (some monthly, others quarterly, and findly, a the
year-end) be produced, and there are different responsbilities for Executive Authorities and
Accounting Officers.  While the information specified in the Act may be seen as an increase on that
currently produced, it represents the minimum that a manager will need to manage, and must be seen
in this light: Accounting Officers must use the information before passing it to the rdevant treasury —
smply producing it to satify a legd requirement will be an exercise in futility. The intention is that
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there ought to be a single process for ensuring that effective management, monitoring and reporting
can take place within a Department and then the same information be submitted to the (relevant)
Treasury in order that it may discharge it’s monitoring and publication responsbilities.



2 PRODUCTION & INTERPRETATION OF REPORTS

I n-year management, monitoring and reporting

Each depatment will have compiled a three-year drategic plan, and the firs year of this (the
operationa plan) will include the service ddivery indicators and costs which, once approved by the
legidature, becomes the annua budget. The executive authority must ensure that the accounting

Monthly Quarterly Annually
Minister | Treasury
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Officer Minister v
- »| Treasury Auditor-
Operational T General
plan » Treasury T
Published l
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Published 3
|
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Outputs l
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officer’s performance agreement is condstent with the operationd plan, and that the KPIs reflect the
fact that implementation must start as soon as the finendd year begins.

Once the finandd year begins the accounting officer mugst submit regular monthly monitoring
reports to the Minister or MEC and the relevant treasury. The PFMA specifies a variety of progress
reports, monthly, quarterly and a year-end, with different responshilities for executive authorities
and accounting officers (those for accounting officers are summarised in Annexure B). The

requirements are illusirated in the diagram above, and are detailed in the remainder of this chapter.

These reports will focus on performance against budget and againgt service ddivery plans, and will
dert managers when remedia actions are required. The onus to take such actions is put squarely on
the manager and not on the (rdevat) treasury. The tressury’s role will shift away from the

traditiona micro-control approach, which required even mundane matters to be referred to it for
gpproval.

8



Whilg the Act focuses on finendd reporting, (as finandd data are leading indicators of
performance) the accounting officer is aso expected to include nonfinancd indicators to the
executive authority, which will normaly be programme-specific and produced quarterly (this will be
aforma requirement from April 2002).

Internd control measures such as internd audit will ensure that the accounting officer can be more
proactive, and problems dedt with timeoudy. This goproach will dso assg the externd auditor.
The monthly monitoring reports will be consolidated and published in the nationd Government
Gazette, in line with international best practice.  These reports will facilitate the compilaion of the
year-end financid statements and the annua report, which completes the accountakility cycle.

Monthly reports
The accounting officer must submit to the reevant treasury and executive authority within 15 days of
the end of each month, information on:
the actuad revenue and expenditure for tha month, in the format determined by the nationd
Treasury
projections of anticipated expenditure and revenue for the remainder of the current financia year
in the format determined by the nationa Treasury
information on conditiona grants received and actud spending againgt them
information on dl trandfers
any materid variances and a summary of actions to ensure that the projected expenditure and
revenue remain within the budget.

Provincial statementsto the national Treasury

In addition, the provincid tressury must submit a statement of transactions affecting its revenue fund
(in the prescribed format) to the national Treasury before the 22nd day of each month. The head of
the provincid treasury must certify that the information has been verified.

Quarterly reports

The national Treasury will publish in the Government Gazette, a least quarterly, a statement of the
revenue and expenditure of each of the ten revenue funds, showing actud performance agang the
budget for each vote.



Information on grants made under the DORA must be reported in terms of that Act, which requires
that the accounting officer effecting trandfer payments must submit a report to the reevant treasury
within 15 days after every quarter, outlining per organisation al the funds trandferred up to the end
of that quarter.

Annual report

The accountability cycle is completed by the production and publication of an annua report, which
reviews performance and achievement agang the plan and budget approved by the legidature a the
dat of the year. The Act requires each department to publish an annua report that ‘fairly presents
the dae of its afars, its finahcid results and pogtion a the end of the financid year, and its
performance againgt predetermined objectives. The annual report is the subject of another ‘Best

Practice Guide in this series, and is not considered further here.

The Reporting Process

Conceptualy, there are a number of Seps in the process of converting the millions of individud
transactions that occur as a result of government activities into the information to be published
monthly. While the mgor focus is usudly on the reports generated by the accounting system at the
end of each month, the stages which surround the production of the reports are equaly important,
and these are summarised in the diagram attached as Annexure C.  (While the process may be clear,
a number of problems reman to be solved in order to improve the qudity and rdiability of the
information, and the issues to be addressed over the coming months are considered in Section 4 of
thisGuide.)

Accounting officers are not expected to understand al the technical detals of these processes, but
from a managerid perspective, they will need to appreciate the key stages, these are the accounting
procedures which have to be completed a the end of each month, the comparison of actua revenue
and expenditure to that anticipated in the budget, and the projections for the remainder of the year.
In order to improve accountability, each Accounting Officer is required to sgn the report for his or
her department before it is submitted to the relevant treasury and the executive authority.

The key stagesin this process are congdered in more detail in the paragraphs below.
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Month-end procedures and reports

In any large organisation such as a government department, a sequence of complex and interlinked
accounting transactions must be completed at the end of each period in order to produce a ‘result’ for
the period. While the detal and volume of these transactions may vary condgderably from
department to department (and from accounting system to accounting system), the nature of the tasks
to be completed will be condgent, and will include the requirement to undertake reconciliations,
check the dlocation of transactions, clear errors and suspense items, baance various types of
accounts, etc. These processes may well appear tedious, but a falure to complete them on a routine
basis will lead to mgor complications and delays a the end of the finandd year, and possbly
expose the accounting officer to a charge of financid misconduct for not producing the department’s
accounts within the prescribed period of two months.

In order to meet it's obligaions the Nationa Treasury requires monthly information from
departments by the 15" of the next month, and hence in future, these month-end procedures will
have to be completed at the very latest by the 10" day of every month. A citailed example (taken
from a Provincid government) of the tasks to be completed within each department gppears as

Annexure D.

Completion of the procedure outlined above will dlow the ‘books to be closed’, and a monthly result
produced in the form of ‘actud expenditure and revenue. This information is usudly shown on a
cumulative basis, againg the budget for the corresponding period in order to indicate any variance
(each of the mgor different sysems in operdtion has a variety of user manuds avalable, and the
sient points of FMS, BAS and PERSAL gppear as Annexure E). It is crucid tha managers

understand the reasons why variances have arisen, and thisis discussed in detall below.

Formats and Projections
Examples of the reports to be submitted to the relevant treasury in terms of the PFMA and DoRA are
shown a Annexure F.

These formats require more than an indication of (and explanaion for) variances between the actud
result for the period and that budgeted: they require a projection to the end of the finandd year. In
the padt, this projection was often smply presented as the difference between the annua budget and
actuad expenditure (or revenue) to date; in effect managers assumed that any unspent amounts on
their budget would be used by the end of the year. In other words, managers were implicitly stating

11



that the plan upon which their budget had been based would be achieved exactly, despite the fact that
this plan had been compiled up to 10 months before the start of the finandd year, and may have
been overtaken by events, or that the evidence (in the form of recorded variations in the year-to-date

performance) demonstrates that events may not be on track.

This unthinking approach is not acceptable, and is one of the most crucial changes in attitude sought
by the PFMA. It is essentid that managers address the in-year management concepts outlined in the
introductory section of this Guide. These are:

What has happened so far?

Wheat do we think will happen to our plan for the rest of the year?

What (if any) actions do we need to take to achieve our agreed plan?

The month-end report reflects what has happened so far. It must be noted that variances between the
actud result and that budgeted arise for different reasons, and it is vitd that the underlying reason for
eaech varidion isidentified before any projection for the remainder of the year can be made.

In generd, the reasons variations arise are as follows:
Errors — large scde accounting systems are prone to errors at the data input stage (for example,
incorrect codes are used, resulting in misallocations between cost centres or line items);
The report is incomplete as some transactions have not been captured at the time the report was
produced (for example, a batch of invoices was not received and processed before the closing
date);
The budget ‘profile - that is the anticipated timing of particular events during the year — proved
to be inaccurate. For example, a the time the budget was agpproved, it was assumed that vehicles
would be sarviced in July, and this did not happen until August — resulting in an apparent
underspending in the July report); dternatively, the budget ‘profileé may smply have divided the
totd figure for the year into 12 equa instaments while the actua pattern of expenditure is
seasond (for example, dectricity, where expenditure is likely to be higher in the winter). It must
be stressed that the exercise to produce an accurate month-by-month profile of the annuad budget
is an area where accounting officers can make an immediae improvement in the financid daa
avalable to them;
Actuad events do not accord with those planned (for example, projects are dow to start, and will
not be completed within the financid year). This is the type of varigtion that will require the
greatest attention from management.
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Any projection must be based on an understanding of which of the four reasons mentioned above has
given rise to a variaton (and of course, even a zero vaidion to date does not mean that the
projection will equa the remaining budget). Based on this understanding, each manager will be able
to apply his or her mind to predicting what will happen to ther plan over the rest of the year. For
exanple, will a dday in the award of a tender result in a capitd project running into the next
fineandd year with a consequent underspending this year? Smilarly, the financia consequences of
al aspects of the plan can be anticipated and a redigtic projection caculated. Findly, each manager
must consder what (if any) action must be taken to achieve the agreed plan: thisis considered below.

Commitments

One of the key factors in developing any projection is a condderation of the ‘commitments that a
department may have entered into to date, for example, orders issued for goods or services which
have not yet been recdved. Clealy, committed amounts reduce the baance avalable for
expenditure in the remaining portion of the yer and must be brought into the caculation of any
projection.

Summary

The PFMA promotes the need for in-year management of resources, and requires, with immediate
effect, accounting officers to act as managers, and ensure effective in-year management mechanisms
are in place.  Accounting officers must monitor progress on the department’s operationa plan (which
includes the budget), and produce, consider and act on monthly and quarterly reports, which are to be
submitted to the executive authority and the treasury. Systems and processes dready exist for
monitoring and reporting monthly budgetary performance, but accounting officers will have to
scrutinise the (financid) data, including data on grants and transfers, produced before sgning off on
the reports required by the Act.

Financid data is a leading performance indicator (i.e. it is normdly available before other nont
financid dad), and should idedly be accompanied by nonfinancid indicators, and both should be
submitted to Executive Authorities and Cabinet or the Provincid Executive Committee on a
quarterly bass. From April 2002, this will be an obligation of the PFMA (athough accounting
officer are free to begin immediatdy).
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Accounting officers are expected to use international best practice; this will be monitored by the
relevant portfolio committee and by SCOPA. Failure to implement best practice may expose the
accounting officer to disciplinary proceedings. For example, should unauthorised expenditure occur
and the accounting officer be unable to demondrate that he or she had made use of the monthly
reports required by the Act and had taken appropriate remedia action, the relevant treasury may wish
to indtitute charges of financia misconduct.

14



3 TAKING ACTION

Introduction

Once the reporting requirements of the PFMA and DoRA have been satisfied, managers will need to
decide on the actions they mugt indigate. At a minimum, variaions resulting from erors at the data
input stage must be corrected, and dlowances made for transactions not captured a the time the

report was processed. Changes may aso be required to budget ‘profiles for the remainder of the
year.

However, the greatest management attention must be devoted to those Stuations where actud events
do not accord to those anticipated in the operational plan (and noted ether as a varidion in the
accounting report or from other sources); in other words, to address the question, what actions must

be taken to achieve the agreed plan? In finandd terms, some or dl of the following actions may
become necessary:

Virement

Rollovers

Transfer of functions

Additiona funds through an adjustments budget
Curtallment of expenditure on the programme

Each is congdered in the paragraphs below.

Virement

Virement means that under certain conditions, a budgetary dlocation is transferred from one man
divison to another (without increesing the tota departmenta budget). Unless the relevant treasury
directs otherwise, an accounting officer may utilise a saving of up to 8per cent of the amount
gopropriated under a main divison (i.e. programme) for defraying excess expenditure under another
main divison within the same vote. This must be reported to the executive authority and the relevant

treasury within seven days.
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[llustration of the exercise of Virement

DEPARTMENT OF XXX
Budget Actual Variation
R million expenditure
Programme A 1200 1600 400
Programme B 1000 800 (200)
Total 2200 2400 200

Unless an adjustments budget change increased the totd dlocation by R200 million, and dso
increased the dlocation for programme A and decreased the origind dlocation to programme B, the
Auditor-Generd's audit opinion will note that the tota budget was overspent by R200 million, and
that this is unauthorised expenditure. It will highlight that the budget for programme A (which is a
main divison of a vote) was overspent by R400 million, compared to the origina alocation. Section
42 of the PFMA on virement does dlow the accounting officer to shift R80 million (8 per cent of
R1 000 million (dthough there are limitations specified in Section 43 (4), and personne expenditure
and transfers by departments may not be increased without prior gpprova of the relevant treasury)
from programme B to A. Had this been done, only R320 million of the additiond R400 million
goent on programme A would have been unauthorised.  Further, programme B is underspent by
R200 million (or R120 million had the virement been exercised).

Rollovers

A particular problem in recent years has been the amount of money ‘rolled over’ from one finanad
year to the rext. This is generdly the result of poor planning, and Government intends to reduce the
amount of rollovers in future. Accounting officers must recognise that, in most cases, the falure to
utilise funds alocated by alegidature represents underperformance.

However, there may be instances where a project or activity is likey to ‘dip’ into the next financd
year, and the Act dlows for this. Appropriated funds that have not been spent in a particular
financiad year may be ‘rolled over’ to a subsequent year in certain circumstances, and subject to
goproval by the rdevant treasury. Capitd funds may be rolled over to findise projects dill in
progress or for other capital purposes. Transfer payments may not be rolled over for purposes other
than origindly voted. A maximum of 5per cent of a depatment’s current expenditure may be

carried into the next financid year.

16



Transfer of functions

Before seeking forma approvd from the Miniger of Public Service and Adminidration or the
Premier of a province for a transfer of functions to another sphere of government, the transferring
accounting officer must fird obtan the approvd of the rdevant treesury for any funding

arangements.

Additional fundsthrough an adjustments budget

The Act provides for an adjustments budget to ded primarily with matters that are unavoidable and
were unforeseegble a the time the budget was compiled. Any depatment requesting additiona
funds through an adjusments budget must submit a memorandum to the rdevant treasury, the
Cabinet/EXCO Secretariat and any treasury subcommittee of the Cabinet/EXCO.

Curtailment of expenditure on a programme

In some Stuations, it may become necessary to curtall expenditure on an agreed programme, as the
circumstances have changed to such an extent from those anticipated a the time the operationd plan
was agreed, or in order to avoid unauthorised expenditure being incurred. This Stuation must be
reported to the Executive Authority and relevant treasury as soon as the Accounting Officer becomes

aware of the dtuation.
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4 QUALITY ISSUES

Managers often complain about the quality of the financid information provided to them, but fal to
aopreciate that they are in a podtion to improve the dtuation by interrogeting the reports they
receve. For example, the qudity of the information produced depends crucidly on the accuracy and
timeliness of the data entered into the various sysems.  Accounting officers will need to ensure that
al gaff involved in these processes have suitable cgpacity. The qudity of the information will only

improve if accounting officers and CFOs condder, test and use such information.

A number of qudity issues have been identified and are receving atention. They are summarised
below, as in a number of instances, accounting officers may be able to indigate improvements within
their departments.

1 Mapping of links

At present, there are a number of ingances of imperfect ‘mapping from feeder and/or accounting
gysems into the Vulindea database, which gem from the nature of the data dructures within the
different sysems. This is further complicated by the fact that the chat of accounts is used in
different ways across departments.  The requirement to publish data by ‘main divison' and the desrre
to build reliable higtories upon which projections can be based place an additiona burden in tha
programmes may hot adways run consgtently from year to year, and hence a consderable effort will

be required to ensure that dl linkages are correctly specified by the department concerned.

2 Roll out of ‘Vulindlda

A daa warehouse with a user-friendly ‘front end’, known as ‘Vulindida, has been developed to
extract redevant data from the various accounting systems, in order to facilitate reporting by
depatments. Vulindidawill be made avallable to al usersin the coming months.

In addition to fadlitating monthly reporting practices, Vulindlda will contain monthly (and yearly)
expenditure and revenue information (budget, actud and forecast), and will aso be used to monitor
aset and ligbility information and to assg in the eventud financid consolidetions required in terms
of section 8 and 19 of the PFMA. In order to facilitate budget andyss, the database will ultimately
hold a history of 5 years and is currently being used for reporting in terms of the internationdly
agreed system of ‘ Government Finance Statistics .
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One of the reasons that individuds doubt the credibility of the Vulindda system is that the figures
extracted do not gppear to reconcile to other data In most cases, this is Smply the result of ‘timing
differences, which will be diminated with adherence to an agreed schedule of deadlines for
interfaces etc to be compl eted.

3 Suspense accounts

One of the reasons that data may be unrdidble is the (mis-) use of sugpense accounts, which could
result in expenditure being under-recorded. In order to diminate this problem, the Treasury
Regulations require that these accounts are cleared each month, and this will be monitored in the
future.

4 Definitions of content in pro formareports

At present, the data reported by departments may be inconsstent, in that various ‘off-budget’ items
may be included in some cases. It is essantid to ensure tha there is a common understanding of the
treetment of donor-funded expenditure, agency payments and expenditure of nonvoted funds such
astrading entities. A precise definition of the content of reports will be agreed for circulation.

5 Personal Responsibilities

The mgor thrugt of the PFMA is to enhance accountability throughout government, and this cannot
be achieved unless there is a clear undergtanding of which officid is responsble for each aspect of
the reporting process. One example of this is the requirement that ech Accounting Officer formaly
‘dgns-off’ hisor her departmental monthly report before submission to the relevant Treasury.

6 Month-end processes, and restatement of previous monthsfigures

At present, the procedure for the monthly closure of ledgers dlows for a 3 month “window” period
during which transactions (such as those from control accounts, Depost, Orders payable and
Consolidated Paymaster Generd accounts) can be posted into a previous month. Clearly, this
process of “backdating” transactions to previous months may compromise key aspects of financid
management, paticularly the correct reflection of revenue and expenditure, and hence the provision
of reiable management information. In future, it must be agreed that dl ledgers will dose by the
latest on the 10th day of the following month, and if departments fal to do this the Office of the
Accountant-Generd will ‘force the closure dectronicaly.
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7 Treatment of source documents

The output of any system is only as good as the data thet is input, and there are qudity issues around
the coding of source documents and the treatment of batches that must be addressed within
departments by the Accounting Officer.

8 ‘White book’ not always loaded
There are many cases where the approved budget, as specified in the “White book’, is not loaded into
the accounting system, making it impossible to compare actud results with the budget.

9 Use of Data

If the data contained in the reports, generated by a fairly complex process, are not seen by those
preparing them to be used for any meaningful purpose, then it is likdy that diminishing efforts will
be given to the process. It is the responshility not only of Accounting Officers to use the
information contained in the reports in managing ther Departments, but dso of the Nationd

Treasury to been seen to make condructive use of the information submitted to them.

11 Functional responsibilities between Departments & Treasuries

The PFMA emphaszes the responshilities of Accounting Officers, yet this has often undermined in
the past by Treasuries assuming ingppropriate responsbility for work that should be undertaken
within Departments.  While it is recognized that paiterns of behaviour which have been entrenched
over many years cannot be reversed overnight, changes must be made to sgnd dearly that the
Treasury is no longer a ‘finendd policeman’ and that Accounting Officers must assume their
responghilities.
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Annexure A
Public Finance Management Act

Section 32: Publishing of reportson state of budget

(1) Within 30 days after the end of each month, the National Treasury must publish in the national
Government Gazette a statement of actua revenue and expenditure with regard to the Nationa Revenue
Fund.

(2) After the end of a prescribed period, but at least quarterly, every provincia treasury must submit to the
Nationa Treasury a statement of revenue and expenditure with regards to the Revenue Fund for which
that treasury is responsible, for publication in the national Government Gazette within 3 days after the
end of each prescribed period.

(3) The statement must specify the following amounts and compare those amounts in each instance with the
corresponding budgeted amounts for the relevant financial year:

(&) The actua revenue for the relevant period, and for the financial year up to the end of that period;

(b) the actual expenditure per vote (distinguishing between capital and current expenditure) for that
period, and for the financia year up to the end of that period; and

(c) actua borrowing for that period, and for the financial year up to the end of that period.
(4) The Nationa Treasury may determine-

(a) the format of the statement of revenue and expenditure; and

(b) any other detail the statement must contain.

Section 39: Accounting officers' responsibilitiesrelating to budgetary control
(1) The accounting officer for a department is responsible for ensuring that:

a) expenditure of that department is in accordance with the vote of the department and the main
divisons within the vote; and

b) effective and appropriate steps are taken to prevent unauthorised expenditure.
(2) An accounting officer, for the purposes of subsection (1), must:

a) take effective and appropriate steps to prevent any overspending of the vote of the department or a
main divison within the vote;

b) report to the executive authority and the relevant treasury any impending:

(i) under collection of revenue due;
(i) shortfallsin budgeted revenue and

(iif) overspending of the department's vote or a main division within the vote;
and
[Para. (b) amended by s. 20 (a) of Act No. 29 of 1999.]
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(c) comply with any remedia measures imposed by the relevant treasury in terms of this Act to prevent
overspending of the vote or a main division within the vote.

[Para. (c) substituted by s. 20 (b) of Act No. 29 of 1999.]

Section 40 (4): Accounting officers reporting responsbilities

The accounting officer of adepartment must:

(a) each year before the beginning of a financial year provide the relevant treasury in the prescribed format
with a breakdown per month of the anticipated revenue and ependiture of that department for that
financial year; and

(b) each month submit information in the prescribed format on actua revenue and expenditure for the
preceding month and the amounts anticipated for that month in terms of paragraph (a); and

(c) Within 15 days of the end of each month submit to the relevant treasury and the executive authority
responsible for that department-

(i) theinformation for that month;

(ii) a projection of expected expenditure and revenue collection for the remainder of the current financial
year; and

(iii) when necessary, an explanation of any materia variances and a summary of the steps that are taken to
ensure that the projected expenditure and revenue remain within budget.

Division of Revenue Act, 2000

Conditional grants
7. (1) The transferring nationd officer responsible for a conditional grant set out in Schedule 3A or
Schedule 3B must by 1 April 2000 or such date agreed upon with the Director-General, but not later than 30
June 2000, submit to the Director-General at least the following information:
(@) The purpose and conditions, if any, of the grant;

(b) the proposed criteriafor the division of such grant among the provinces,

(c) any associated costs, including any future costs, arising directly or indirectly from the grant but
not covered by it;

(d) the monitoring and reporting mechanisms for such grant;
(e) the proposed payment schedule for such grant;
(f) agreements, if any, of the MINMEC relating to such grant; and

(g) such other information that may be requested by the Director-General.
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(2 A transferring nationd officer must by 1 April 2000 or such later date agreed upon with the
Director-General, but not later than 30 June 2000, certify to the Director-Genera that al arrangements,
business plans, payment schedules and any other requirements deemed necessary to allow funds to be
transferred to a province or municipality, are in place.

(3) Before submitting the information required in subsections (1) and (2), the transferring national

officer must consult with the receiving officer in respect of agrant to a province, or with SALGA in respect
of a Schedule 3B grant to be received by a municipality.

(4) The Director-Genera may exempt a grant from any of the requirements of subsections (1), (2) or
(3).

(5 (a) The transferring nationa officer must deposit, in accordance with a payment schedule
determined by the Director-Genera after consultation with the head officids of provincia treasuries in
respect of a deposit to a provincial Revenue Fund, a Schedule 3A or 3B grant into-

(i) thereevant provincid Revenue Fund; or

(i) the relevant municipal banking account, where a Schedule 3B grant is transferred directly to a
municipdity.
(b) The transferring provincial officer must deposit, in accordance with a payment schedule

determined by the transferring national dficer after consultation with the Director-Genera, a Schedule 3B
grant into the relevant municipa banking account.

(6) Funds transferred to a provincial Revenue Fund must, subject to section 226 of the Congtitution,
only be withdrawn-

(a) interms of an appropriation by a provincia Act; or

(b) in the case of a Schedule 3B grant transferred to a municipality through a province, as a direct
charge against that Revenue Fund.

(7) Thereceiving officer of a Schedule 3A or Schedule 3B grant must ensure-

(a) that it is properly managed and accounted for;

(b) that the funds are spent in accordance with its purpose and conditions; and

(c) that there is compliance with agreed reporting and monitoring mechanisms.

(8) (a) The receiving officer in a municipaity of a Schedule 3B or 3C grant must submit to a
transferring provincia or nationa officer, as the case may be, a report on the grant in the prescribed form not
later than five working days after the end of every month or such date prescribed in respect of such grant.

(b) The receiving officer in a province in respect of a Schedule 3A or 3C grant or the transferring
provincia officer, as the case may be, must, by the tenth working day after each month or such date
prescribed in respect of such grant, submit a report to the head officia of the provincia treasury and to the
transferring nationa officer.

(9) The reports contemplated in subsection (8) must include-

(&) an outline of actual revenue and expenditure on the grant for a month and the projected total

revenue and expenditure on the grant for the financia year, including projected commitments on
it for the financia year;
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(b) the reasons for any projected under-spending or over-spending on that grant and an identification
of the measures to be taken to deal with such under-spending or over-spending.

(c) the projected roll-over into the next financia year;

(d) information on how the province or municipdity receiving a grant complied with its conditions;
and

(e) such other information as may be requested by the Director-General.

(10) Thetransferring national officer and the head official of a provincial treasury must ensure that the
report contemplated in subsection (9) is submitted in the prescribed form to the Director-Genera by the
fifteenth working day after the end of each quarter or such date agreed upon with the Director-Generd.

Agency payments

8. (1) The national accounting officer of a department or the provincial accounting officer of a
provincia department responsible for transferring an agency payment is responsible for accounting for that
agency payment and mugt, for the purpose of such accounting, by 1 April 2000 or such date agreed upon with
the Director-Genera but not later than 30 June 2000 or such date agreed upon with the Director-General but
not later than 30 June 2000, enter into agreements with the relevant provincia or municipa accounting
officers regarding any responsbilities and obligations of the principa and agent departments concerning that
agency payment, and must, if he or she is a nationa accounting officer, submit a schedule outlining such
agreements to the Director-Genera, or must, if he or she is a provincial accounting officer, submit such a
schedule to the head official of the provincial treasury concerned.

(2) Subject. to subsection (1), an agency payment to a province must be deposited in a banking
account approved by, and subject to the conditions determined by, the head officia of a provincia treasury
and must comply with the framework determined in terms of section 7 of the Public Finance Management
Act.

(3) A province or municipality performing an agency service may charge a two percent fee or such
other amount agreed upon to cover the costs or rendering such service.

Allocationsin respect of capital grants
9. (1) In respect of grants identified as capital grants in Schedules 3A, 3B and 3C, every transferring
national officer must, on a quarterly basis, provide the Director-Generd with a schedule outlining the transfer

agreements for such grants in respect of each province or municipality receiving such grant during that
quarter.

(2) the agreements referred to in subsection (1) must include-
(a) the conditions of the grant;
(b) the monitoring;
(c) the projected dates of transfers of the grant; and

(d) the projected financia implicationsin future years,
resulting from the project funded by the grant.
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(3) The transfer of funds in respect of alocations for capital grants must be in accordance with a
payment schedule determined by the national accounting officer responsible for that alocation after
consultation with the Director-Genera, relevant provincial accounting officers and the head officias of the

provincia treasuries concerned.

(4) Funds transferred to the provincia Revenue Fund or a municipa banking account for capital
projects may not be used as collateral, pledge or any other form of security or for any other purpose other
than the purpose set out in the transfer agreement.
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Annexure B

Accounting Officer’s Reporting Responsibilities

Accounting officer must When? Reference
Unauthorizedand Report, in writing, to the relevant treasury (and | On discovery S 38(2)(9)
other expenditure tender board in the case of irregular expenditure)
particulars of unauthorised, irregular or fruitless
and wasteful expenditure.
Under-collection Report to the executive authority and the rlevant | No  specific  time | S 39(2)(b)
or over- treasury any impending: stipulated
expenditure undercollection of revenue
shortfal in budgeted revenue
overspending of the vote or main division.
Financial Submit financia statements to the Auditor-General | Within two months of | S 40(1)(c)
statements and the relevant treasury. the end of the
financial year
Annual reports  Submit to the relevant treasury and executive | Within five months of | S40(1)(d)
authority: the end of a financial
an annual report year
the audited financial statements
the report of the Auditor-Generd.
Breakdown per Provide the relevant treasury with a monthly | Before the beginning | S40(4)(Q)
month breskdown of the anticipated revenue and | of thefinancia year
expenditure for the financial year.
Actual and Submit to the relevant treasury revenue and | Within 15 days of the | S40(4)(b)
anticipated expenditure information for the preceding month | end of each month
figures and the budget for that month.
Projected figures Submit to the relevant treasury and executive | Within 15 days of the | S40(4)©
authority end of each month
a projection of expenditure and revenue for the
remainder of the year
an explanation of material variances
the remedid actions teken to reman within
budget.
Inability to Report to the relevant treasury and executive | Promptly S40(5)
comply authority any inability to comply with the
reporting requirements and the reasons for such
falure.
Other Supply to the relevant legidature, treasury, | As  regulated  or | S40(1)(f) and
information executive authority and the Auditor-General any | required 41
information, documents or explanations, as may be
prescribed or required.
Inventory When transferring assets and liabilities to another | Within 14 days of the | S42(3)
department, file a copy of the signed inventory | transfer
with the relevant treasury and the Auditor-Generdl.
Utilisation of Submit to the executive authority details of the | Within seven days S43(3)
saving exercise of virement.
Directive  that If any directive of an executive authority will | Promptly S64(3)
will  lead to result in unauthorised expenditure, file copies of
unauthorised the directive with the Auditor-Generd, nationa
expenditure Treasury, and, in the case of a province, to the

provincia treasury
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Annexure D
Example of Month-end Procedures (ex Free State Province)

PROCEDURE IN RESPECT OF ACCOUNTING MONTHSON FMS

1. BACKGROUND

The Depatment of State Expenditure issued an indruction to provinces to close accounting months
on FMS before the 10" of the following month (this instruction accords with the Public Finance
Management Act).

2. DISCUSSION OF ISSUES

21 FMSREPORTS
Departmental Accountants have access to FMS and can decide when to request FMS reports for
follow-up and clearance.

The Depatment of Finance will in future only submit reports to Departmental Accountants after the
closng of a paticular month, together with a satus report which will indicate transactions that were
not cleared in time for month closing.

22 FMSTRANSACTIONS

Except for rectifications for the previous month (which are adlowed up the 5th day of the following
month) FMS transactions must be recorded for the specific month in which the FMS document is
completed.

2.3 INTERFACE TAPES

PMG INTERFACE

This interface takes place twice each week, which means that by the 5th of the folowing month al
transactions in respect of the bank account will be interfaced until the end of the previous month. A
letter will be sent to ABSA to confirm this arrangement.

TELEPHONE INTERFACE

The telephone expenditure interfaces on a monthly basis and normaly not later than the 20 of thet
month.

MEDPASINTERFACE

The Medpas interface normally takes place not later than the 15 of the following month.

GG TRANSPORT INTERFACE
The Public Works, Roads and Transport Departmenta Accountat must ensure that the interface
takes place before the 15™ of the month and that transactions are recorded in that specific month.

PERSAL INTERFACE
All Persal Interfaces are done before the 5 of the following month.
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24  RECONCILIATION AND CLEARANCE OF INTERFACES PROCEDURE

PMG

As the province has one PMG account, the interface together with the relevant report 0044 will be
handed over to the Accounting Controller (Finance), for reconciliation, control and clearance of the
PMG adjustment account. This action must be findized before the 8" of the following month.

TELEPHONE

Arrangements will be made with the Depatment of State Expenditure to programmaticdly print
report 0044 with each telephone interface.  The interface together with the report 0044 will be
handed over to the Accounting Controller (Finance) for reconciliation and control.  Within 1 day, the
Accounting Controller must provide the Departmenta Accountants with a copy of the undlocated
objective report, and this is to be cleared within 1 week. The Accounting Controller hinvhersef
must ensure that the interface is reconciled and al transactions are correctly recorded before month
end.

MEDPAS

The interface report as well as the report 0044 is handed over to the Departmental Accountant of
Hedth immediady after receipt. Depatmentd Accountants must ensure that the reconciliation is
completed and al undlocated expenditure is cleared before month end as well as that al cdculated
costs are allocated.

GG TRANSPORT

The interface report as well as the report 0044 is handed over to the Departmental Accountant of
Public Works, Roads and Transport immediately after receipt. The Departmental Accountant must
findize within 1 week: the reconcliaion; Issuing of dams where goplicable Cdculation and
recording of depreciation; Recording of calculated codts.

The Accounting Controller (Finance) will request the FMS Reports in respect of unalocated
expenditure and provide it to dl the Departmenta Accountants for clearance before month-end.

PERSAL

The following arrangements will be made with the Department of State expenditure:
To programmatically print report 0044 with each Persdl interface
The system must be changed to ensure that no back dated postings are alowed.
The interface report with the report 0044 is handed over to the Persd Controller who must ensure
that the reconciliation and control is done before month-end.
The Persa Controller must provide dl Depatmenta Accountants with their unalocated
personnd expenditure reports, which must be cleared before month-end.

STANDARD STOCK
The manager of the Standard Stock Depot must ensure that journals in respect of al stock issues are
captured before the 20" of the month.

ROAD COST

The Public Works, Roads and Transport Departmentd Accountant must ensure that dl journds in
respect of the Road Cost System are captured by the 20™ of the month.
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25 LEDGER ACCOUNTS
The following ledger accounts need to be cleared to a zero ba ance each month:

Departmental Accountants Centralized Accounts
Receipt Suspense Account PMG Clearance Accounts
GG Trangport Accidents Account PMG Claims Payable Accounts
Journa-line Error Suspense Account Persd Interface Control Account
Justice Sub-accountant Claims Account Sdary Transfer Control Account
Furniture Manufacturing Account Recoverable Salaries Account
Specid Functions: Cash Discount Disdlowance Control Account
Interrespongbility Clearance Account Deduction Code Absent Account
Debt |mplementation Account
Contract Breach
Claims and Payovers
Hospital Debt
ADVANCE ACCOUNTS
PETTY CASH

The balance for each office must reconcile with the approva for petty cash.

STANDING ADVANCES
Depatmenta  Accountants must ensure that dl officas indicated on the account ill qudify for
standing advances. If not the amount must be disallowed and recovered from the specific officid.

ADVANCES TO DEPARTMENTS/INSTITUTIONS
This account must reflect a debit balance, approvad must exist for the payment of the advance and the
department/ingtitution must till deliver a service to the specific department.

ADVANCES FROM DEPARTMENTS/INSTITUTIONS
This account must reflect a credit baance and must reconcile with the records of that specific
department/inditution.

DEPOSIT ACCOUNT (ABSA)
This account may not reflect any credit transactions, and dl debits must be money in trangit.

ORDERS PAYABLE
This account is the responghility of the Depatment of Finance except for Socid Security payouts.
This account may not reflect any debit balances.

GENERAL SUSPENSE ACCOUNT
Every transaction on this account needs to be evduated to determine if the amount is recoverable or
gtill be allocated to the vote, and the necessary steps taken.

TRANSPORT AND SUBSISTENCE DEBT
This account must be evduated monthly to ensure that Trangport and Subsstence clams are
submitted and outstanding amounts in respect of advances owed to the Government are recovered.

LOSSES ACCOUNTABILITY NOT DETERMINED
A transaction reflected on this account indicates that a loss has not leen findized: this should happen
within onefinancid year.
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GENERAL DEPOSIT ACCOUNT
This account may only reflect credit transaction baances and must be regularly evauated to ensure
that allocations are correct or, if gpplicable, that amounts are paid back to inditutions.

UNAUTHORIZED EXPENDITURE ACCOUNT

All transactions on this account must be evaluated monthly.  All issues reflected in Financid Control
reports which have been rectified must dso be rectified on this account. If any Ex Pogt Facto
approvas ae granted in respect of previous year's transactions, it is important to determine the
origind transaction to ensure that rectifications are done correctly. Pease note that dl transactions
are not alocated to objective codes in the vote due to the fact that some transactions are reflected on
the Exchequer Ledger Account.

FUNDS
The following accounts are centrdized and the Accounting Controller must ensure that the monthly
funds requisition as well as the actud funds received in respect of al votes are recorded correctly:

Genera Account of the Vote
Exchequer Ledger Account
Funds Requisition Account

TRUST FUNDS
The Provincid Depatment of Fnance will ensure that depost and invesment accounts are
reconciled monthly. All interest received must be recorded and al money received must be invested.

TRIAL BALANCES

REVENUE

No debit baances are to be reflected againgt revenue items in the trid baance. Furthermore revenue
items must be evauated to identify any possible incorrect alocation of money received.

EXPENDITURE

No credit baances are to be reflected agangt expenditure items in the triad balance, and no
expenditure may be reflected againgt any deleted FMS codes. Each Departmental Accountant must
aso verify that no expensesin respect of another vote is paid againgt their vote.

DEBTORS SYSTEM

All Departmental Accountants have to ensure that their accounts on the Debtors Subsystem of FMS
are requested before the 5™ of a month in respect of the previous month. All receipts'sdlary
deductions must be alocated correctly before accounts can be requested.

26  OBJECTIVE CODES

UNALLOCATED OBJECTIVES

All expenditure againg unalocated objective codes must be cleared monthly to ensure tha zero
balances are reflect before the 5 of the following month.

THEFT AND LOSSES

All objective and items in repect of thefts and losses must be evaduated and reconciled with the
actud write-off of losses.
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2.7 REPORT 0012

The Accounting Controller will provide report 0012 on a monthly basis to Departmenta Accountants
on the 15" and dl authorization form code 1011 must be submitted to the Department of Finance not
|ater than the 251" of the month to ensure that control and capture are completed.

28 CAPTURE OF FMSDOCUMENTS

It is important to note that al FMS documents must be handed to the data capturers at leest 3 days
before the different due dates to ensure that dl information is captured and processed.
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Annexure E1
Financial Management System (FMYS)

The tool utilised by the mgority of depatments for capturing and monitoring budgetary information
is the ‘Financid Management Sysem’ (FMS).  An online budgeting facility is available, which can
show the approved appropriation dlocated by the rdevant legidature. This facility dlows for two
years budgets to be captured and updated on the system (the current financia year, YO; plus the
forthcoming year, YO+1). The origind budget can be reflected separately from the adjustment
budget, and the current budget figure is continuoudy be available for control purposes.

Reportsavailableon FM S
Report GO01: Multi-year budget report — structure level (Departmenta).
Report GO03: Multi-year budget structure report for responsibility manager.
Report GO02: Single year budget report on structure codes (Departmental).
Report GO04: Single year budget structure report — responsibility manager.

Profiles of Expenditure
Profiles of expenditure are month-by-month estimates of anticipated departmental expenditure, and
the figures should reflect dl likely charges againgt any Vote (or program) for any ensuing month.

An inteface from the PERSAL system supplies an automatic projection of expenditure to FMS,
based on the actud post establishment (any change to the PERSAL post establishment will resut in
an automatic change to FMS). Other non-personne costs are maintained manudly, based on item
specific criteria. Projections can be creasted from an estimate, a budget, a previous trend or from a

Specific amount.

The following financid control facilities are available on FMS:
Profiles of expenditure can be maintained and updated online on FM S, using various bases.
Expenditure control reports are available, and carry monthly profiles.
Personnd projections linked to the post establishment are maintained and updated via PERSAL.

The budget figure on the sysem plays a critica role in exception reporting.  ‘Plus figures reflect a
potentiad saving for the department, whig a ‘negative figure reflects a potentiad overexpenditure.
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The ealy idettification of these variances is criticadl to expenditure management and to the
requesting of additiona funding.

Falure to maintain both the profile and budget figures will render the expenditure control report
worthless. Because these figures can be maintained online, the results of changes can be viewed

and/or updated immediately which enhances the decision making process.

Commitments

FMS will regigter, track, reduce and clear commitments that are processed via the periodic payment
sysem. The newly rdeased LOGIS procurement system enforces commitment of orders as standard
procedure. Details of individud commitments are recorded on FMS by way of the unique order
number and can, subject to the necessary approval, be amended to more accurately reflect the find
expenditure.  Managers who do not enforce the system committing of funds in their departments run
the risk of over expenditure on the budget.

Financial Authorities

The facility of Financia Authorities on the FMS is in place to address those items d expenditure that
are classfied as column 2 items in the gppropriation, or item vaues which by lawv cannot exceed the
vaue a which they were gppropriated. As payments are made for items in this category, FMS tracks
the expenditure and produces exception messages when predetermined thresholds are reached. The
system will not dlow the vaue of a financid authority to be exceeded and s0 acts as a very secure
mechaniam in assisting the manager to maintain grict fisca discipline.

Outgtanding Payments

FMS includes a periodic payment system, which generates payments againgt certified orders, on the
ingruction of the Periodic Payment Controller. There are normdly three frequencies of cheque
generdtion in the periodic payment sysem, namey, weekly, two weekly and monthly, dthough
orders are processed on a daily bass on the FMS without physical cheques being generated. These
processed orders fdl into the category of outstanding payments. This process ensures that gtrict
control can be maintained over the drawings on the department’s bank account, ensuring improved

cash flow management.
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Annexure E2

Basic Accounting System

The Basc Accounting Sysem (BAS) is used by a number of depatments for monitoring and

reporting on their budgets The system provides information to ensure budgetary control on a

continuous basis which is essentia for ensuring effective expenditure and revenue control.

Reportsavailable on BAS
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Expenditure Control report This report reflects the dlocated budget of the current financid
year for a specific activity, the expenditure to date, as well as the remaining part of the alocated,
goproved budget (Origind budget dlocation). This report can be used for expenditure control
purposes, aswell as for information purposes.

Expenditure for twelve months-report This report reflects the actua expenditure per month,
per Standard or sub-item leve, for a twelve month period. It aso provides information of actud
expenditure per month, per specified category of expenditure. This information can then be usd
to project the expected expenditure, per month, for the remaining part of the year (Cash flow
forecast).

Detail report This report reflects detail of al transactions (expenditure) processed, per Standard
and/or per sub-item, for specific activity. This information can be used to verify the correct
dlocation of expenditure, and to assess the actud expenditure as compared to the planned
business operations for the activity a a given period of time (As per Operationd plan).

Multi-year expenditure report This report will reflect per activity, per sandard item, the
fallowing information:

Expenditure for the Year 0-2, as per Appropriation report

Expenditure for the previous financid year, YO-1

Budget dlocation for the current financid year, YO

Provisiona budget alocation for the next financid year, Y0+1 (as per MTEF dlocation)

Provisona budget dlocation for the financid year, Y 0+2 (as per MTEF dlocation).



Annexure E3

Personnel and Salary Administration System (PERSAL)

As personnd expenditure is the largest expenditure item in most depatments budget, it is
imperative that it is monitored on a continuous basis, not only to ensure proper budgetary control but
a0 to achieve the mogt efficient and effective utilisation of available Saff.

Reports available on Persal
Report 3.3.20:  Human resource planning, Establishment adminigtration
Posts with incumbents and vacancies

The gpproved post establishment for a specific activity, as per organisationa gructure, is reflected on
this report.  This (gpproved) post edtablishment is utilised as a bass to cdculate the funding
requirements in respect of personnd expenditure. This report provides information on the number of
goproved posts, the number of filled pogts per rank (dong with the detall of the incumbents), as well
as the number of vacant posts per rank.

Report ST 1303: Expenditure history
Expenditure per person
This report reflects for each individud on the (approved) post establishment of the activity, detall of
hisher totd sdary package. The information is displayed per sub-item and will incdlude employer
contribution to the Stabilisation Fund.

Report 3.5.90: Human resource planning, Estimates, Fixed establishment
Detail estimatesfor selected Persal numbers
This report reflects for a specific activity, projected expenditure per month, the current as well as
subsequent two financid years.  This information will summarise al personnd assgned to the
specific post establishment.

Report SR 0039(1): Summarised statistics per rank code and notch
This report reflects per rank, the number of personnd per sdary notch, i.e. number of personnel on
the firgt, second or third notches and will assst accounting officers to plan optimaly their personnd
expenditure.
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Annexure E4

LOGIS

FEATURES, FUNCTIONALITY AND CONTROL

LOGIS is a provisoning, procurement and stock-control sysem which is highly adaptable to the

requirements of any department. The structure or primary components of the sysem enable it to be

implemented in any store or depot Stuation.

LOGIS Features

Supply Chain Management Best Practice

LOGIS subscribes to sound supply-chan management best practice in providing for the
classfication of items by Pareto andyss, aso known as the 80/20 principle , or the ABC
classfication method. This inventory management technique ensures optimum levels for the
20% of items in a store, which comprise 80% of the value of the store stock. The benefits of this

are widespread, afew examples are:

Reduced stock-holding cost

Reduction of theft due to less stock-holding
Reduced warehouse / store space, and related costs
| dentification and reduction of obsolete stock

Asset Management

LOGIS enables the recording and tracking of each seridised item (asset) within a store, thereby
entrenching accountability and control.  Items which are seridised are normaly high-vaue, non
consumable items. These items are often issued to a sub-divison or entity within the store, and
should be returned to the store when no longer needed. LOGIS dso enables asset verification,

asset reporting and disposal of assets.

Batch Numbers
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LOGIS controls batch-numbered items according to the expiry date of the item, ensuring a firgt-
in, firg-out issuing of batch items. Batch number warning reports are printed of stock reaching
the expiry date.



FM S Interface

The LOGIS inteface to the Financid Management Sysem (FMS) enables automated
payments, reduces double-payments, late payments, payment pendties, fraud and error
opportunities, and brings grester control over expenditure.

Re-useability of Stock

LOGIS enables the trandfer of excess stock from one store to another. These stock figures are
avalable before placing an order to a supplier, thereby entrenching the re-usesbility of stock
within government .

Management Reporting

The LOGIS Balanced Scorecard offers management a comprehensive view of the operations
within al gtores and departments on LOGIS, focussng on aspects of service delivery, cos-
savings and continud improvement, as well asfinancia control.

Cataloguing

LOGIS offers an easy-to-use item catdogue, categorised according to logical item groupings
known as the MIIN (Management Information Item Numbers).

Flexibility

LOGIS is adaptable and flexible in usage, enabling it to be implemented by diverse dtores
within Government. It has varying levels of contral, offering the user flexibility in the usage
and control of the system, according to the level of control required within their department /
gore.  Only the low-levd or base-functiondity controls are prescribed and cannot be
modified by the user.

LOGIS Functionality

Provisoning

LOGIS offers functiondity to support the provisoning of sock via
=* Requests

» Reguest Consolidation (if required)

* Reguigtioning

» Requistion Authorisation (if required)
= Stock Allocation (is required)

»  |suing
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Procurement

LOGIS supports the complete Order-to Cash process of procurement via:
Generation of Procurement Advices

= Approvd of Procurement Advices

= Consolidation of Procurement Advices (if required)
»  Order Preparation

*  Order Authorisation

» Recept Handling

Financial I nterface

LOGIS offers functiondity to support the financid inteface to the Fnancid Management
Sysem (FMS) via
= Commitment of funds (upon order authorisation)

* Invoice capturing

= Credit Note capturing

= Payment Advice capturing

=  Payment Advice Authorisation and Financid Approva
= Resubmisson of Regected Payments

= Back-dated Price Increases

Service Assessment
LOGIS offers on-line functions to assess the status of service provided to the end customer.
Stock-Take Functionality
LOGIS prompts stock-takes to occur when they fdl due on various stock groupings. It
performs automatic sock freezing and unfreezing during the stock-take period, and provides
functionality to adjust stock balances according to stock-take balances.
Y ear-End Functionality
LOGIS provides year-closure functiondity according to Tressury Indructions and offers
automatic re-classfication of items according to usage petterns, thereby ensuring end-to-end
stock control.

Weapon and Machine Registers

LOGIS contains a register of dl wegpons and machines on inventory, as well as complete
dlocation information.
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Bin Allocation
LOGIS provides bin-dlocation, bin numbering and control for each item within a store.
On-Line Searches and Enquiries

LOGIS assds the user with data entry by providing easy-to-use searches al relevant data
fidds. LOGIS dso offers many enquiry functions which give users access to vitd
informetion.

LOGIS Control

Government Logistic Policies

LOGIS complies with the Policies and Procedures specified by the Nationa Treasury (Norms
and Standards).

Stock Contral

LOGIS provides control of stock through the management of inventory leves thereby
providing the right item to the requestor at theright time.

LOGI SBalanced Scorecard
The LOGIS Bdanced Scorecard is a highly-successful  drategic  management  and
measurement tool, which trandates the LOGIS vison and objectives into tactics, measuring

across a balanced set of perspectives. Key performance measures are assessed monthly and
communicated to dl levels of users and management.

Data Integrity and Security
LOGIS provides solid deta integrity and data security, and has full audit-trail capabilities.

Supplier Management
LOGIS tracks the ddivery peformance of suppliers, detaling the datus of each ddivery
(under or over-ddivery, lae or ealy ddiveries or patidly deivery). This information can be

used in the assessing and awarding of contracts to suppliers, as good supplier management is
key to effective and efficient control.

EFT payments
LOGIS enadles the automation of payments via Electronic Fund Transfer (EFT) to suppliers,

thereby capitdisng on payment discounts.  Supplier banking detalls are automaticaly
verified with data from various banks before payment is made to the supplier.
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L OGI S Future Enhancements

OnlineIntegration with the Basic Accounting System (BAS)
Online, red-time, seamless integration with the Basc Accounting System for operating
accounts will enable commitment of funds budget checking and blocking, automated
payments and generd expense control according to Generdly Recognised Accounting
Practices (GRAP) principles.

Training and M anagement Reporting

Traning usars in stock control techniques and benefits, in order to understand stock
management, using LOGIS and the LOGIS Balanced Scorecard as atool.

I nter national Cataloguing Standards

The incluson of the UNSPSC and EAN/UPC sandards for catdoguing will facilitate easier
gock redeployment, disposal, goods recelving, improve item and asset tracking and further
enhance stock control capabilities.

PFM A-Compliance

The LOGIS sysem will be adepted according GRAP as defined in the Public Finance
Management Act (PFMA).
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Conditional Grantsto Provinces

Annexure F

Monthly Report by Receiving Provincial Department to transferring National Department to

Provincial Treasury|

Divison of Revenue Act 2000 - Section 7 (8)
Schedule 3A and 3C — (Grants spent by province directly, and not transferred to a municipdity)

Grant Province Month

Y ear

Financial Information
For the Month Totd Trandfers and Expenditure To-date Annua Allocation Committed Projected

at end of Rollover
Month
Received Spent Scheduled Received Expenditure Budget Current Forecast
R’000 R’000 for Transfer | R"000 R’000 R 000 R’000 R’000 R’000
R’000

Variances: If Current Forecast differs from Annual Allocation, then include here an explanation. Also identify any measures to be taken to

rectify this.




Variances. If expenditure to date differs from amounts received, then include here an explanation. Also identify any measures to be taken to
rectify this.

Compliance Summary: Include here summary information about how the municipalities are complying with the conditions of the grant.




General Comments

e the accounting officer of the provincia department certify that | have ensured that funds have
been used as agreed, and spent in accordance with the purpose and conditions of the grant as per requirements of Section 7(7) of the Division of
Revenue Act.

PROVINCIAL RECEIVING OFFICER
..... [ oooii.

(Note: Thisreport must be completed and provided to the head official of the provincial treasury and to the transferring national officer within ten working days of the end of
each month. Provincial Receiving Officer refers the Accounting Officer of the receiving department)
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Q

Conditional Grantsto Provincesand Municipalities

uarterly Report by Transferring National Department to National Treasury

Divison of Revenue Act 2000 - Section 7 (10)
Schedule 3A, 3B and 3C — Grants to Provinces and Municipdlities

Grant National Department Quarter

Financial Information

Ending Y ear

Province/Municipa
lity

For the Quarter Totd Transfers and Expenditure To- Annud Allocations Committed Projected
date end of Rollover
Quarter R’000
R’000
Trandferr | Expenditu | Scheduled | Transferre | Expenditu Budget Current
ed re for d re R'000 Forecast
R’000 R’000 Transfer R’000 R’000 R’000
R’000

Variance: If Current
rectify this.

Forecast differs from Annual Allocation, then include here an explanation. Also identify any measures to be taken to

Province/Municipdity

Explanation of Variations and Measures
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Variance: If expenditure to-date differs from amounts transferred, then include here an explanation. Also identify any measures to be taken to
rectify this.

Province/Municipdity Explanation of Variations and Measures

Compliance Summary: Include here summary information about how provinces/municipalities are complying with the conditions of the grant.

General Commentson transfers and expenditur e of this grant
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PP the national accounting officer certify that | have received reports from Receving Provincia
Officers or Recelving Municipa officers and certifying that funds have been used properly, accounted for, and spent in accordance with the
purpose and conditions of the grant as per requirements of Section 7(7) of the Divison of Revenue Act.

TRANSFERRING NATIONAL OFFICER
....... [ocoid ...

(Note:  This report must be forwarded to the Director-Generd, Department of Finance, no later than the fifteenth working day after the end of

the quarter.
Trandferring Nationd Officer refers to the Accounting Officer of the transferring nationd department)
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