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1
Introduction 
The Medium Term Expenditure Framework (MTEF) Treasury Guidelines document is issued to departments and public entities each year to facilitate the preparation of the MTEF budget submissions. This document serves as a tool for provincial government and public entities to implement budget reforms, and the following are some of the major developments and reforms of the management of public finances in recent years:

· KwaZulu-Natal (KZN) has suffered substantial budget cuts over the last few MTEF periods. Some of these cuts relate to the annual data update of the Provincial Equitable Share (PES) formula, while others relate to the National Treasury’s fiscal consolidation plan. There were also fiscal consolidation cuts against the conditional grant allocation. Again, KZN was not spared from the budget cuts over the 2018/19 MTEF, although National Treasury indicated that these cuts were kept to a minimum for provinces. These cuts were, however, mitigated to some extent by an upward adjustment in the Provincial Own Revenue budgets. 
· The Provincial Executive Council held an urgent Finance Lekgotla on 7 February 2018 to decide how the 2018/19 MTEF budget cuts should be effected, while trying not to compromise the province’s priority spending areas, as well as protecting the delivery of frontline services. It was determined that the equitable share budget cuts would be effected proportionately against all Votes in 2018/19, while the 2019/20 and 2020/21 budget cuts were offset by the Contingency Reserve exceeding R650 million in those two years.

· On the other hand, National Treasury added some funds to the provincial baseline for Social Development with a total of R92.630 million allocated over the 2018/19 MTEF as a result of the impact of the NAWONGO Court Case judgment in the Free State. This is because National Treasury anticipated that the judgement could have some effect on the other provinces. Also, an amount of R165.970 million was allocated over the MTEF toward the prevention and early intervention programmes to fight violence against women and children. National Treasury provided R2.031 billion in 2020/21 for the carry-through costs of the wage agreement and this was used partially to offset the budget cut in the outer year, while the balance was allocated proportionately to all Votes.
· The KZN Poverty Eradication Master Plan (PEMP) and the Provincial Growth Development Strategy and Plan (PGDS/P) continue to form an integral part of the planning and budgeting process of departments and public entities.
· National Treasury introduced a budget database for public entities, as well as a quarterly reporting tool for public entities listed in schedules 3C and 3D to the PFMA in 2016/17. Public entities will continue to use this database in preparing the 2019/20 MTEF budgets, and Provincial Treasury will conduct further training on the use of this database with public entities. The database is aimed at standardising budgeting formats and classification of items across provincial public entities, for improved transparency and oversight.
· The Provincial Treasury published the Estimates of Capital Expenditure (ECE) in 2018/19 for the second time. The ECE publication provides details of infrastructure projects that are planned to be implemented by provincial departments in the MTEF period. The publication of the information is aimed at giving valuable insight into the infrastructure priority areas of the KZN provincial government and improving infrastructure planning which, in turn, will assist in ensuring timeous implementation of infrastructure projects. 

· For the Quarterly Performance Report (QPR) process, as from 2017/18, an online system was rolled out, namely the eQPR, where inputs are made directly to Office of the Premier (OTP). Provincial Treasury continues to draw the non-financial information from the new system for inclusion in quarterly budget performance reports.
· The implementation and monitoring of the cost-cutting measures will continue, and ongoing emphasis will be placed on reprioritising savings toward enhanced service delivery. Departments and public entities should take ownership of these measures, and redirect savings toward the enhancement of service delivery. 
With the above developments and reforms in place, the following are some of the critical dates to be noted by departments and public entities:

· Departments are required to submit their 2019/20 MTEF budget submissions, including draft Estimates of Provincial Revenue and Expenditure (EPRE) and database to Provincial Treasury by 31 July 2018. It is stressed that public entities must submit their budget submissions to their parent departments a few days prior to this date. The aim is that parent departments must assess each entity’s initiatives and then forward the input, as well as their own analysis and recommendations, to Provincal Treasury by 31 July 2018.
· Departments and public entities are required to submit their first draft 2019/20 APPs to OTP by 10 August 2018 for the MTEF period. Also, the second draft APPs are due to OTP by 9 November 2018.
· Departments are required to submit their 2019/20 MTEF figures and second draft narrative for the 2019/20 EPRE to Provincial Treasury by 07 November 2018. Note that the departmental chapters of the 2019/20 EPRE narrative must include a section relating specifically to each public entity, as in the 2018/19 EPRE.
The elements above are discussed in greater detail in the ensuing chapters of the document: 

Chapter 2 of the Treasury Guidelines highlights the focus of the 2019/20 MTEF policy priorities, as well as the alignment of the budget with national and provincial strategic priorities.  

Chapter 3 describes the budget process.

Chapter 4 describes the reprioritisation of the budget. 
Chapter 5 describes the alignment of the infrastructure process with the budget process.

Chapter 6 describes the format of the 2019/20 MTEF budget submissions.
Chapter 7 contains the budget submission tables.
2

Focus of the 2019/20 MTEF policy priorities 
For the 2019/20 MTEF, the fiscal consolidation programme continues, and the provincial focus will continue to be on addressing the triple challenge of poverty, unemployment and inequality, in line with the 2016 PGDS, and the 2017/18 version of the PGDP in an attempt to eliminate poverty. Thus, the focus for funding initiatives should be on projects or programmes that contribute to poverty eradication and, therefore, departments and public entities will need to take note of both national and provincial outcomes and incorporate these into their plans, and take into account the recent reforms in their budget preparation.  

2.1
Alignment between the NDP and the PGDS/P

The NDP focuses on a more capable state in partnership with stakeholders, and the goal is to treble the size of the economy by 2030 so that 11 million more work opportunities are created. The focus on developing and upgrading capabilities is to enable sustainable and inclusive development.

The key objectives of the NDP are to set a vision for the country which will eliminate poverty and reduce inequality through:

· Uniting South Africans of all races and classes around a common programme to eliminate poverty and reduce inequality.

· Encouraging citizens to be active in their own development, in strengthening democracy and in holding their government accountable.

· Raising economic growth, promoting exports and making the economy more labour absorbing.

· Focusing on key capabilities of both people and the country with focus on skills, infrastructure, social security, strong institutions and partnerships both within the country and with key international partners. 

· Building a capable and developmental state.

· Strong leadership throughout society that works together to solve the country’s problems.

The NDP pursues these objectives through a set of 14 outcomes (listed in Section 2.5), clearly identifying the key focus areas of government, and sets targets to be achieved by 2030. 
All interventions, indicators and targets contained in the 2014 version of the PGDP have been aligned to interventions, indicators and targets set in the 14 outcomes. The NDP has therefore been provincialised in KZN, and the planning frameworks of national and provincial government have been fully aligned.

2.2 
Provincial Growth and Development Strategy and Plan
In November 2016, the Provincial Executive Council adopted the revised KZN Vision 2035 which states that “By 2035, KZN will be a prosperous province with a healthy, secure and skilled population, living in dignity and harmony, acting as a gateway to Africa and the world”. The 2017/18 version of the PGDP, which now sets out revised indicators, targets and interventions for seven goals and 31 strategic objectives, aimed at driving both government and non-government processes to achieve this Vision for the province, was adopted at the same time.

The following seven long-term goals have been identified as a compass to guide policy-making and resource allocation to 2035 and emphasise a focus on:

· Inclusive Economic Growth through developing and optimising opportunities in the various sectors of the KZN economy.

· Developing the skills of people in the province to ensure that they will benefit from the jobs the province hopes to create.

· Ensuring that the human and social environment is conducive to a healthy, safe and secure living environment for all people living in the province.

· Promoting the development of strategic infrastructure to support social, economic and environmental development in KZN.

· Ensuring that sustainable development practices are adhered to at all times. 

· Promoting good governance practices and policy alignment to support this growth and development trajectory for KZN.

· Facilitating spatial equity to ensure that all geographic regions of the province receive attention and are optimally developed.

The purpose of the 2016 KZN PGDS is to: 

· Be the primary strategy for KZN that drives growth and development in the province to 2035. 

· Mobilise and synchronise strategic plans and investment priorities of all spheres of government, state-owned entities, business, higher education institutions, labour, civil society and social partners toward achieving the desired growth and development goals, objectives and outcomes. 

· Spatially contextualise and prioritise interventions so as to achieve greater spatial equity.

· Develop clearly defined institutional arrangements ensuring decisive leadership, robust management, implementation and ongoing review of the strategy. 

The PGDS provides KZN with a strategic framework to grow the economy for the development and improvement of the quality of life of all people living in the province. It further provides KZN with a framework to ensure full alignment with the NDP, as well as to provide a basis for the alignment of District Growth and Development Plans and Municipal Integrated Development Plans. 

It is against this background that the 2017/18 version of the PGDP, as an implementation framework for the PGDS, was adopted in August 2017. The PGDP translates the 31 strategic objectives identified in the PGDS into a range of implementable interventions, and encompasses monitoring, evaluation, reporting and reviewing components, as well as key indicators and targets set for 2020, 2025 2030 and 2035. As a living and dynamic growth plan for the province, the PGDP is reviewed on an annual basis and it is anticipated that the 2018/19 version of the PGDP will be adopted by the Provincial Executive Council in August 2018. 

In summary, the PGDS/P is an important planning tool providing, among other things:

· A set of departure points that guides KZN’s approach to dealing with socio-economic issues that are manifested spatially.

· A basis for informed consensus on KZN’s spatial priorities and future spatial development.

· A basis for prioritisation and alignment of government investment and development initiatives to ensure sustainable and maximum impact.
· A foundation to capitalise on complementaries and facilitate consistent and focused decision-making.
· Guidance to municipal level strategic and spatial planning.
· A clear indication to the private sector about desired development direction.
The latest version of the PGDP now also contains a list of catalytic projects classified as addressing major needs, or being either major enablers, or game changers in the province. These are projects which have the potential to make a significant impact and contribution toward achieving the strategic goals and vision for the province.  As such, the implementation and refinement of the PGDP have been institutionalised through the system or structure of 18 Action Work Groups (AWGs). These PGDP AWGs have been set up to take responsibility for the implementation and reporting of the various strategic objectives of the PGDP, as well as to provide input to the annual refinement of the PGDP. They operate across government departments, public entities, as well as non-government developmental partners, and they promote collaborative planning, resource allocation, implementation and reporting. The 31 strategic objectives of the PGDP have been assigned to the AWGs. The membership of an AWG comprises those departments and agencies which have a role to play in the implementation of the particular strategic objective, as well as representatives from organised businesses, labour and civil society. 

The plan is also aligned to the 17 Sustainable Development Goals, 10 priority areas of the African Union Agenda 2063, and the new Urban Agenda which is the outcome document agreed upon at the Habitat III cities conference held in Quito, Ecuador, in October 2016. This document will guide the efforts around urbanisation of a wide range of actors – nation states, city and regional leaders, international development funders, United Nations programmes and civil society – for the next 20 years. Inevitably, this agenda will also lay the groundwork for policies and approaches that will extend and impact far into the future.
In order to promote further alignment, the AWGs have also been tasked to manage the implementation of Executive Council Lekgotla Resolutions and instructions contained in the State of the Province Address. The 15 Strategic Integrated Projects of the Presidential Infrastructure Co-ordinating Commission, which are of relevance to KZN, have also been assigned to the relevant AWGs. Key resolutions from the Growth Coalition have also been incorporated and are tracked through these workgroups.

2.3 KZN Poverty Eradication Master Plan 2030

The KZN Provincial Executive Council adopted the PEMP for KZN in 2014. The KZN PEMP was developed through the Operation Phakisa Model and the Laboratories (Lab) process and was also fully aligned with the NDP and the PGDP. 

The PEMP identifies five pillars on which the drive to eradicate poverty in KZN is to be based. These pillars are:

· Social security and housing.

· Agriculture as the most critical sector of the economy.

· Enterprise development.

· Employment creation.

· Skills development.

These five pillars are then further elaborated on by the identification of the 29 game changers (these are clearly outlined in the KZN PEMP 2030, which can be access on [http://www.kznonline.gov.za]), which are specific interventions to be pursued through the structures established for the PGDP and Operation Sukuma Sakhe. The PEMP is therefore, in essence, a focus on key issues already being pursued through the implementation of the PGDP, but which obviously require a greater level of focus and faster implementation to address the immediate plight of the poor sections of the KZN population. 

The 169 poorest wards in the province have been identified and the implementation of phase 1 of the PEMP is being directed to the poorest wards in the five poorest municipalities in KZN, namely Msinga, uMhlabuyalingana, Maphumulo, uMdoni and Nkandla. During phase 2, the focus will be widened to the five poorest wards in each district and, in subsequent phases, to all of the 169 identified wards. 
The institutional structures for the implementation of both the PGDP and the PEMP have therefore been integrated, and both plans rely on the functionality of the PGDP AWGs and the Operation Sukuma Sakhe structures at provincial, district, local and ward level. The activities of all these structures are being co-ordinated from a Provincial Poverty Eradication Operations Centre, which functions directly under the guidance of the Premier.
2.4 Managing fiscal constraints
National Treasury continues to effect various budget cuts on both the PES and the conditional grant allocation in line with its fiscal consolidation plan. 

In view of the budget cuts, instead of allocating funds to departments, KZN had to find ways to deal with the cuts. The total amount reduced from the baseline, net of the Provincial Own Revenue upward adjustment, was R475.947 million, R542.072 million and R878.677 million over the 2018/19 MTEF. The Contingency Reserve thus amounts to R174.054 million, R744.930 million and R650 million over the MTEF. Thus, difficult decisions had to be made by the Provincial Executive Council to deal with this situation. 
In order to reinforce the budget reductions, departments and public entities are requested, in terms of Treasury Circular (PT) 3 of 2018/19, to ensure the following over the 2019/20 MTEF:
· All vacant non-OSD posts to remain frozen for both departments and public entities. Departments and public entities are permitted to fill critical vacant posts, as long as they remain within their baselines and receive permission to fill these posts from the Premier and the MEC for Finance.
· Any revised organograms, which have the effect of increasing a department’s or public entity’s total staff number may not be implemented. Any revisions to organograms must be approved by the Premier and MEC for Finance.
· Where posts that become vacant through natural attrition, or where departments and public entities elect to fill critical posts from within their baselines, these posts may not be filled without receiving approval from the Premier and MEC for Finance.
· A detailed assessment must be done of each department’s/public entity’s personnel in order to move non-productive staff to productive, critical service delivery posts and all departments should review the correctness of the information on PERSAL so that the system only reflects the number of posts that the department can afford to fill, i.e budgeted posts.
· Departments and public entities must ensure total enforcement of the current cost-cutting measures. Lavish and expensive events will not be approved by Provincial Treasury and the number of events held by departments and public entities such as sod turning, launches, conferences, fundraising and marketing, etc., should be kept at the absolute minimum and costs associated with such events should be rationalised.
· Inter-provincial sport outings that involve travelling, accommodation and catering costs are discouraged, unless departments participate in nationally organised sport events. All such events must be submitted to Provincial Treasury for approval.
· Procurement and/or hiring of VIP services and facilities such as marquees, toilets and catering, etc., for events is strictly prohibited.

· Donations and sponsorships made by departments and public entities toward events must be submitted to Provincial Treasury prior to making such donations or sponsorships. The submission must indicate what value for money will be achieved and what aspects of the proposed events are being sponsored.

· New expenditure items/projects/mandates will only be permitted if they are funded through internal reprioritisation by the department and/or the public entity. Motivation for items/projects/mandates that require new funding from the provincial fiscus must be submitted to Provincial Treasury who will assess these critically.
· All requests for equitable share roll-overs will be critically assessed by Provincial Treasury prior to being submitted to the Provincial Executive Council for approval.
Furthermore, in order to remain within the lower expenditure ceiling set, the province embarked on a strategy to rationalise provincial public entities. The value proposition of the rationalisation exercise is centred on the realisation of cost savings. However, despite the fiscal constraints faced by the province, it is important to maintain the right balance between financial sustainability, increased performance and economic development over the medium to long term. The main aim of the rationalisation exercise is to achieve improved operational efficiency that will allow government entities to “do more with less”. Improved governance will allow entities to be closer aligned with government strategy, to use fewer resources and to generate increased revenue.

Eighteen entities were subjected to the concept model, which is a tool developed by the Rationalisation of Public Entities Task Team (ROPETT) to provide justifiable criteria for the evaluation and a clear vision as to the desirable outcome, to ensure consistent application of principles across the board. The entities were classified in terms of their nature (functional and legal), then entities were analysed in terms of strategic and functional alignment according to government role, government policy/strategy, government fit and public interest, also looking at potential  duplications, overlaps and similarities. Other criteria that were assessed were, among others, the number of employees, amount of government transfer and own revenue generated by the entity, operational expenditure, capital expenditure, financial, performance, efficiency and governance criteria. ROPETT focused largely on recommendations that involve restructuring decisions, e.g. down-scaling of functions, transfer of functions, abolishment, mergers, etc. These over-arching restructuring recommendations were presented to the Provincial Executive Council who adopted the restructuring recommendations in principle. The in-principle decisions were discussed with Chairpersons, CEOs and organised labour. The Chairpersons and CEOs were in turn requested to consult with staff on the in-principle decisions and the responses were evaluated by ROPETT. The final recommendations were then adopted by the Provincial Executive Council on 15 November 2017.

Furthermore, it was recommended that joint executive committees be established by the shareholder departments and their entities’ management to drive the implementation of the Provincial Executive Council decisions. These joint committees will be responsible for developing the implementation plans for each entity, with clear and specific milestones.

The joint committees will also consider the filling of posts within entities and evaluate requests from entities to enter into long term contractual agreements, in order to ensure that service delivery is not negatively affected by the rationalisation process.

The 2019/20 budget process will continue to enforce the compilation of reprioritised budgets and service delivery that is aligned to the 14 national outcomes, the NDP, the PGDP and the PGDS within available budgets. Departments and public entities are requested to continue implementing the updated cost-cutting measures, and redirect any savings realised from this to service delivery projects/programmes. Departments and public entities are encouraged to fund any new priorities through reprioritisation. As in previous budget processes, departments are directed to consider the budget proposals received from their public entities. The social sector departments, namely Health, Education and Social Development, are requested to cost the agreed to national priorities which require additional funding, as well as to cost a maximum of two provincial ‘initiatives’. The other departments are requested to identify and cost a maximum of two ‘initiatives’. Public entities are also given the opportunity to cost two ‘initiatives’. It is emphasised that, due to budget cuts, ‘initiatives’ are to be once-off in nature, as the fiscus would not be able to accommodate any carry-through costs.
2.5
Alignment of the national and provincial strategic priorities with the budget
2.5.1   Introduction

It is critical that departments’ and public entities’ MTEF budgets are informed by their strategic planning process, particularly in terms of goals, objectives, performance indicators and targets. This will ensure that budgets and strategic plans speak directly to each other. Departments and public entities are required to prepare the 2019/20 MTEF budget in line with their APPs (three-year plan). In 2019/20, the APP must be formally tabled in the Provincial Legislature 10 days before the tabling of each department’s budget (in line with Treasury Regulation 5.2.2) and the final document must be submitted to OTP by 30 April 2019.
The 14 national outcomes as set out by the former President in his SONA in February 2015 and reiterated in February 2017 are still relevant and are as follows:
· Improved quality basic education.

· A long and healthy life for all South Africans.

· All people in South Africa are and feel safe.

· Decent employment through inclusive economic growth.

· An efficient, competitive and responsive economic infrastructure network.

· Sustainable human settlements and improved quality of household life.

· An efficient, effective and development oriented public service and an empowered, fair and inclusive citizenship.

· Skilled and capable workforce to support an inclusive growth path.

· Vibrant, equitable, sustainable rural communities contributing towards food security for all. 

· A responsive, accountable, effective and efficient local government system. 

· Environmental assets and natural resources that are well protected and continually enhanced.

· Building a national democratic and cohesive society. 

· An inclusive and responsive social protection system.

· Transforming society and uniting the country.

In the 2015 SONA, a further nine point plan was mentioned with the aim of igniting growth and creating jobs. The nine points were re-emphasised in the 2017 SONA and are:

· Resolving the energy challenge.

· Revitalising agriculture and the agro-processing value chain.

· Advancing beneficiation or adding value to our mineral wealth.

· More effective implementation of a higher impact Industrial Policy Action Plan.

· Scaling up private sector investment.

· Stabilising the labour market.

· Unlocking the potential of small, medium and micro enterprises (SMMEs), co-operatives, township and rural enterprises.

· State reform and boosting the role of state owned companies, information and communications technology (ICT) infrastructure or broadband roll-out, water, sanitation and transport infrastructure.

· Operation Phakisa aimed at growing the ocean economy and other sectors.
· Cross-cutting areas, such as science and technology, water and sanitation infrastructure, transport infrastructure and broadband were roll-out.
In addition, the following cost-containment measures issued by National Treasury are still applicable:

· Restrictions on filling managerial and administrative vacancies, subject to the review of human resource plans and elimination of unnecessary positions.
· Reduced transfers for operating budgets of public entities.
· Capital budgeting reforms to align plans with budget allocations while strengthening maintenance procedures.
· Mandatory use of the new e-tender portal, thereby enforcing procurement transparency and accessible reference prices for a wide range of goods and services.
· A national travel and accommodation policy and instructions on conference costs.
· New guidelines to limit the value of vehicle purchases for political office-bearers.
· Renegotiation of government leasing contracts.
· New centrally negotiated contracts for banking services, ICT infrastructure and services, health technology, school building and learner support.
2.5.2
Planning and budgeting: Preparing APPs and MTEF budget submissions 
Planning and budgeting are closely related processes. It is important for budget plans to link to strategic plans to ensure the key objectives and priorities are budgeted for.

Annual Performance Plans and budgets 
In 2019/20, departments and public entities need to table an APP (three-year plan for the 2019/20 MTEF), taking cognisance of the need to align the reprioritised budgets with these plans, national and provincial spending priorities, such as the PGDP and the PEMP. 

Departments and public entities are expected to review performance or service delivery results from the previous period, which provide essential feedback for planning for the new MTEF. Departments also need to critically evaluate value for money achieved on transfers made by them to public entities (if applicable). 

With regard to the APPs, departments and public entities are required to forward their first, second and third drafts to OTP who will share these with Provincial Treasury. The two oversight departments will assess these plans and give departments’ feedback once these drafts are assessed and moderated by DPME. The assessment by OTP will be a comprehensive analysis of the plans to ensure alignment to the Planning Framework and other higher level strategic documents such as the MTSF, the NDP and the PGDP. Provincial Treasury will analyse the second draft APPs in November/December, focusing on alignment to departments’ uniform budget structures and value for money.  
For the QPR process, departments will capture their inputs on the new e-QPR system (Provincial Treasury will have “read only” access to the data), on a quarterly basis. In 2019/20, OTP will facilitate the process and ensure that all data is uploaded to DPME. 

The “Framework for Strategic Plans and Annual Performance Plans” and the “Framework for Managing Programme Performance Information” compiled by National Treasury remain applicable for the preparation of the planning documents. DPME is currently reviewing the frameworks and revisions will be communicated to departments and public entities as soon as revisions are available for communication.
2.5.3
Budgeting for service delivery

Increasingly, planned performance indicators will be used as the basis for budget allocation decisions, monitoring service delivery, and performance reporting on a quarterly and annual basis. It is emphasised that, in the case of certain sectors, customised performance measures have been developed, with the aim of ensuring consistency of information, as well as facilitating comparison across provinces. 

Departments must therefore ensure that, where applicable, sectorally defined service delivery information is used in determining their budgets and these must be included in the first and second drafts EPRE inputs. In cases where departments are not following sectoral measures, then a letter requesting deviation must be forwarded to OTP (and copied to Provincial Treasury) for annual submission to DPME.

It is important that departmental budget and strategic planning teams do not work in isolation from one another. There needs to be close liaison between them to ensure that what is planned is budgeted for. This is of particular importance in compiling Sections 2 and 3 of the EPRE (the Review and Outlook).  

It is emphasised here that the service delivery information provided by departments to motivate for their once-off initiatives in their budget submissions, as well as evidence of cost-cutting, will play a major role in the evaluation and final assessment of the proposed once-off initiatives. It is stressed that, if service delivery information and evidence of cost-cutting (as well as redirecting of cost-cutting to service delivery) are not provided or are inadequate, then proposed once-off initiatives cannot be considered. Proposed initiatives are discussed in more detail in Chapter 6.
                               3 The budget process 
The MTEF details a three-year rolling expenditure and revenue plans for provincial departments and public entities. 
The MTEF budget process is designed to match the overall resource envelope, estimated through ‘top-down’ macro-economic and fiscal policy processes, with the bottom-up estimation of the current and medium-term cost of existing departmental plans and expenditure programmes.

The budget process allows government to:  

· Prepare the 2019/20 expenditure estimates in the context of enhancing service delivery and ensuring value for money.

· Strengthen and evaluate the alignment between medium and long-term plans. 

· Revise its policy priorities, macro-economic framework and resource envelope. 

· Evaluate departmental and public entities plans in line with the national outcomes, provincial priorities and the objectives of the PGDP and the PEMP.

· Involve various role-players that provide political and technical advice when faced with trade-offs between competing spending priorities. 

· Focus on changing the structure of the economy from a resource extraction economy to a more production-led economy that can create employment opportunities.

· Focus on fiscal prudence by way of cost-cutting, ensuring enhanced service delivery, as well as value for money. 

· Compile a reprioritised budget (with the focus on cost-cutting) that is aligned with the national outcomes, the nine point plan, as well as provincial priorities. Note that this approach builds on previous years’ budget reforms.

· Obtain the required authority (voting process) from the Provincial Legislature to spend.

3.1
The budget process diagram
Diagram 1 provides an outline of the budget process, which is explained in more detail in the paragraphs below:

Diagram 1: Outline of the 2019/20 MTEF budget process
                                                                            Budget/Planning                          Infrastructure   
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3.2
The 2019/20 MTEF budget submission

For the 2019/20 MTEF, departments and public entities are expected to prepare budget submissions in accordance with the format prescribed in Chapter 6 of these Guidelines, which include the first draft EPRE and the database. These budget submissions must be submitted to Provincial Treasury by 31 July 2018, together with institutions’ draft 2017/18 Annual Reports and first draft APPs to be submitted by 10 August 2018. 

Departments must ensure that their draft APPs, together with the budget submissions, have been discussed with the relevant portfolio committees and MECs. In addition, departments must liaise closely with their public entities and ensure that their submissions are evaluated by them and presented to the relevant portfolio committee, for onward submission to Provincial Treasury by 31 July 2018. 

In summary, the 2019/20 MTEF budget submissions should include the following documents:

· MEC’s letter.

· Accounting Officer’s/Accounting Authority’s covering letter.

· Explanatory memorandum (if not included in the covering letter).

· 2019/20 MTEF budget submission of departments (including reprioritised budget, costing of up to two once-off initiatives per department, as well as costing of initiatives in respect of national priorities in the case of Education, Health and Social Development).

· Draft 2017/18 Annual Report.

· Draft 2019/20 APP.

· Departments are required to provide Provincial Treasury with proof (minutes of meeting) that the draft budget was presented to respective portfolio committees. This could be minutes from the portfolio committee meetings, or written confirmation from the HODs/CFOs, to allow the budget analysts to verify the committees’ involvement.

· Public entity’s budget submission, as well as an indication of support of proposed initiatives (a maximum of two once-off initiatives per public entity) from the relevant parent department.

3.3
Medium-term allocation process (MTEC Hearings) and Provincial Executive Council approval
The documents listed in Chapter 6 will be used by the budget analyst from Provincial Treasury when preparing for the Medium Term Expenditure Committee (MTEC) Hearings. 

The MTEC is a technical committee responsible for the evaluation of budget submissions, and making recommendations thereon to the Ministers’ Committee on the Budget (MinComBud) and subsequently to the Provincial Executive Council and consists of various units from Provincial Treasury, as well as officials from National Treasury.
This year, the MTEC Hearings will be held from 17-25 September 2018, and will focus on the following aspects of departments’ and public entities’ budget submissions:
· How effective departments and public entities have been in implementing the expanded cost-cutting measures, as well as reprioritising the resultant savings toward service delivery.

· Have available resources been channelled to service delivery projects, placing an emphasis on the efficient allocation of funds?
· The reprioritised budgets of departments and public entities should be aligned to the national and provincial spending priorities, the PGDP, as well as the PEMP.

· A maximum of two proposed once-off initiatives per department that are aligned to the national and provincial spending priorities, as well as the objectives of the PGDP and PEMP. This once-off request means that the initiative can be spread over a period of two or three years, as long as the initiative has an end-date within the MTEF. These initiatives must be ranked in order of priority, and must include motivation, costing and service delivery information.

· A maximum of two proposed once-off initiatives per public entity, again ranked in order of priority, including motivation, costing and service delivery information.

· In the case of Education, Health and Social Development, any other initiatives that are aligned to their national priorities, also ranked in order of priority. 
· Any other information as may be required in the National Treasury MTEF budget guidelines.
The Accounting Officer, Chief Financial Officer, senior officials, as well as public entities are invited to the first MTEC Hearings, when budget inputs will be considered. Based on the outcome of these Hearings, departments/public entities may be required to provide further input in respect of their 2019/20 budget and resubmit this to Provincial Treasury. These will be considered at the second MTEC Hearings scheduled for 5-12 November 2018. The MTEC will then make preliminary recommendations to MinComBud, for consideration in the latter part of November 2018. Thereafter, the MinComBud recommendations will be presented to the Provincial Executive Council for final approval.

It should be noted that departments and public entities do not need to wait for the preliminary allocation letters before preparing the EPRE document, but that they can start preparing the documents earlier. Departments and public entities should be aware that National Treasury requires the first draft of the EPRE by 31 July 2018 and, hence, more effort must be put into the compilation of the first draft document. Also, the budget timetable and the proposed budget process for 2019/20 will be presented to the Provincial Executive Council in June/July 2018. 

Upon Provincial Executive Council’s approval, preliminary allocation letters will be issued by Provincial Treasury to departments in the latter part of November 2018. Once these letters have been received, departments will be required to update their 2019/20 EPRE (including the MTEC database), and finalise their draft APPs for the 2019/20 MTEF period, accordingly. It is noted that the detailed financial summary tables for public entities included in the EPRE need to be submitted, together with the second draft budget submission, to the parent departments. 
3.4
Recurrent problems and potential risk areas
The following highlights the recurrent problems that are experienced by Provincial Treasury, including potential risk areas that might impact negatively on the 2019/20 MTEF budget process. Departments and public entities are urged to address these problems and risk areas, as follows:
· Budget related challenges:

· Some departments and public entities are still not involving the relevant portfolio committees in the budget process early enough, and this area needs to receive greater focus. Departments must involve their portfolio committees during the planning process, particularly with regard to the reprioritisation and identification of new initiatives, and the impact of national and provincial priorities. This should be done before the submission is finalised and submitted to Provincial Treasury. Departments and public entities are required to provide Provincial Treasury with the minutes from the portfolio committee meetings, or written confirmation from the HODs/CFOs, to allow the budget analysts to verify the committees’ involvement.
· There is often no alignment between budgeting and planning (both implementation plans and service delivery planning). This will be closely monitored by OTP and DPME going forward. In order to address this, and to ensure that there is clear alignment between plans and budgets, OTP will continue to build the capacity of public entities in this regard.
· Several departments and public entities are still not complying with both Treasury and statutory deadlines. For example, some do not submit their budget submissions on time, and/or the budget submissions are not signed off by the MEC and/or the Accounting Officer. Late submissions make it difficult for Provincial Treasury to meet the many tight deadlines stipulated during the process. In cases of consistent non-compliance with deadlines, Provincial Treasury will refer the matter to the relevant MEC, via the MEC for Finance.
· When completing the database, public entities need to ensure that the 2018/19 Main Budget corresponds to the numbers used in the 2018/19 EPRE. Subsequent changes need to be captured as adjustments. Similarly, the numbers reflected in documents on budget and expenditure submitted to portfolio committees need to correspond to the numbers submitted to Provincial Treasury, or motivation needs to be given to explain any differences.
· There are still teething problems with the database submissions and restrictions in respect of file size on the server, corruption of files when submitting, etc. This will take time to resolve, but saving the Excel document as an Excel binary workbook seems to have addressed some of the size issues for the interim.
· There is still a lack of communication between public entities and parent departments, in particular where allocation letters and funding agreements are concerned. In some instances, departments are not involved in the functioning of, and provide no oversight in respect of the public entities that they are responsible for. Departments MUST provide an analysis of the budget submissions of their public entities, with particular focus on the initiatives received from them. The onus is on public entities to ensure they submit their inputs to their parent departments in good time.
· Some departments are still not fully aligned to the sector specific budget and programme structures. In addition, some sectors continuously revise their budget structures, and this complicates and confuses the budget and planning processes unnecessarily. It is acknowledged that some sectors are still reviewing programme structures such as Vote 6: Provincial Treasury. Provincial Treasury (Public Finance) needs to be kept informed of any progress in this regard. If a department’s budget and programme structure is not aligned to the sector, formal reasons for deviations need to be provided, and authority to deviate must be sought from National Treasury.
· The ongoing restructuring of departments’ and public entities’ organograms needs to be carefully examined, monitored and controlled, as a large proportion of the provincial budget is tied up in Compensation of employees spending and, hence, growth in staff numbers is likely to crowd out service delivery spending unless these numbers are carefully controlled. Departments should ensure that they comply with the Amended 2015 Organisational Design directive on changes to the organisational structures by departments which was issued by DPSA on 13 September 2016, specifically Section 9.6 in respect of consultation requirements.
· As such, departments/public entities were told to implement the moratorium on the filling of non-critical posts, and to look at staff becoming more focused and streamlined in their various work processes. On the one hand, there is continued under-expenditure as a result of delays in filling funded vacant posts due to internal moratoria while restructuring is in progress. On the other hand, some departments and public entities over-spend due to lack of control of the restructuring process and the filling of unbudgeted posts. Departments and public entities must therefore ensure that all newly created structures/posts are funded from their existing baseline, because of the impact that this might have on the MTEF budgets, as well as ensure that approval is obtained from the MEC for Finance and the Premier for the filling of posts, as per Circulars PT (12) of 2015/16, PT (10) of 2016/17 and PT (3) of 2018/19. OTP has issued circulars guiding departments on the process to be followed when filling vacant posts in relation to cost-cutting measures. These circulars were dated 27 October 2015, 04 May 2016 and the last one was dated 18 October 2016.  
· IYM related challenges:

· A number of departments and public entities continue to submit their IYMs after the due dates. Also, some departments and public entities submit incomplete IYMs and the quality of information is poor and projections are not credible. In addition, some of the departments’ actual expenditure figures do not tie back to the Vulindlela figures (which feed from BAS reports). Departments and public entities are reminded to carefully revise their projections monthly, taking into account unforeseen delays in projects, delays in filling of posts, etc.
· Departments and public entities are reminded about the effect of cash blocking, which effectively prevents over-spending as the BAS system is locked if there are insufficient funds in a department’s bank account. A number of departments were affected by this in 2017/18, and CFOs are alerted to ensure that this risk is managed in 2018/19.

· In terms of Section 40(4) (c) of the PFMA, an accounting officer of a department must, within 15 days of the end of each month, submit the actual revenue and expenditure and projections for the remainder of the financial year in the prescribed format (IYM) to the relevant treasury and executive authority responsible for that department. Projections are invaluable for planning purposes, and serve as an early warning system for departments and Provincial Treasury, should over/under-expenditure be anticipated. It is noted that some departments’ projections are calculated by dividing the budget available by the number of months remaining in the financial year, and that should not be the case. Accurate projections are required from each department in order that Provincial Treasury can anticipate the monthly and annual spending of the province as a whole, and undertake meaningful decisions. Despite this being raised as an issue in the last two years, the problem still remains and needs to be addressed.
· In recent years, it has come to the attention of Provincial Treasury that many departments and public entities are unaware of the difference between funds that are earmarked for a specific purpose and funds that are specifically and exclusively appropriated in terms of an Appropriation Act. Further explanation of the use of specifically and exclusively appropriated funds is provided in Section 6 below.

· Departments are reminded of the PFMA and Treasury Instruction rules regarding Transfers and Capital. New transfers may not be introduced and existing transfers may not be increased without Provincial Treasury approval. This needs to be obtained prior to the transfer taking place. A number of departments applied for ex post facto approval in 2017/18, and these will not be approved in future. Any reduction in a Transfer or Capital requires Legislature approval. This means that, once the Adjustments Estimate process in November is complete, no further reductions in Transfers or Capital can be undertaken, as there is no further window of opportunity to approve these.  

· After a few years of good behavior, the March “cash outflow” spike issue continues to be noted by Provincial Treasury, suggesting lack of proper planning on the part of departments, as well as fiscal dumping. The figure shows an example of the spike, in respect of one of the departments, and the spending of many departments reflected a similar picture.
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· Cost-cutting related challenges:

· Certain departments and public entities are still not adhering to the cost-cutting measures outlined in the Provincial Treasury cost-cutting circular. In view of the fiscal consolidation cuts implemented on provinces by National Treasury, it is imperative that departments and public entities adhere to the cost-cutting measures as part of good governance, in order to protect service delivery spending in the province. It has been noted that some departments continue to provide meals for in-house meetings, host functions for staff, and host events without obtaining approval from Provincial Treasury. Provincial Treasury will continue to report on any non-compliance in the monthly Provincial Executive Council memorandum dealing with the province’s budget performance.
· Departments need to review all bursary related contracts to ensure that these do not contain guarantees of employment following graduation. Contracts should include an “escape clause” where the bursary holder is exempted from any bursary debt, should employment with the department not be possible.
· As previously mentioned, as part of the fiscal consolidation programme of government, the province reviewed its public entities, and final recommendations were adopted by Provincial Executive Council on 15 November 2017. As such, public entities, therefore, need to keep in mind restrictions on the filling of posts, and ensure that they do not enter into long term commitments during the process of implementation of the recommendation. Public entities need to therefore consider capacity issues when submitting budget plans
· Also, some departments and public entities continue to submit their event requests (private venues/marquees) late and/or incomplete. Provincial Treasury will not approve submissions for events after they have taken place (no ex post facto approvals). Requests for events must reach Provincial Treasury five (5) working days before the event is planned to take place to allow sufficient time for Provincial Treasury to assess the requests, and should be accompanied by the following:
· Three quotations for each item to be procured (not just marquees).
· Date of the event.
· Venue of the event.
· Total cost of the event – with a detailed breakdown cost of each item (including accommodation if applicable).
The submission should be reviewed by the departments’/public entities’ budget office, CFO and Accounting Officer before forwarding to Provincial Treasury for approval. If any of these role-players’ signatures and support is missing, then the request will not be approved.
· As per the 2016 SONA, all international trips need to be rationalised, National Treasury introduced cost containment (National Treasury Instruction Note 03 of 2017/18: Cost-containment measures), and Provincial Treasury issued Circulars (PT) 16 of 2016/17 and (PT) 24 of 2016/17 in this regard. Thus international trips undertaken by MECs, officials of provincial departments, as well as public entities need to be submitted timeously to the Provincial Executive Council for approval. MECs should only bring a memorandum requiring approval for an international trip to the Provincial Executive Council if the matter has policy implications. For international trips relating to day-to-day programmes of departments, the following now applies:

· If a MEC intends to undertake an international trip, such trip requires the Premier’s approval. 

· If officials intend to undertake an international trip, departments’ respective MECs are required to approve such a trip.

· Prior to submission, the full costing of international trips including flights, accommodation, number and names of delegates, conference fees, as well as any other expenses must be submitted to Provincial Treasury for approval. This costing will form part of the submission to the Provincial Executive Council, once approved by Provincial Treasury. In terms of cost-cutting measures, departments and public entities need to justify why such international trips are absolutely essential. Departments and public entities need to ensure that these submissions to Provincial Treasury are sent well in advance of the trip to ensure that bookings, etc., are able to be timeously done, once approval is received. 

3.5 
Final stages of the budget process (EPRE) 

The preparation of the provincial budget goes through various stages that span over a period of nine months, including reprioritisation of budgets by departments and public entities, political oversight, MTEC budget hearings and recommendations by MinComBud and approval by the Provincial Executive Council. Once these processes are finalised, departments receive allocation letters which include additional funding from National Treasury (excluding conditional grants) and provincial cash resources. In turn, departments should send revised allocation letters to their public entities, where relevant.
Following the receipt of allocation letters, departments and public entities need to update the MTEC database with new information and prepare their EPRE spreadsheets and narrative (giving details of payments and estimates’ trend over the seven-year period). The information contained in the EPRE is intended to provide the Provincial Legislature and other stakeholders with sufficient detail of what departments and public entities intend achieving in the coming MTEF period and, also, how the funds were used in previous years, while taking into account the effect of cost-cutting measures. 

The format used in preparing the EPRE is formulated by National Treasury and thereafter customised by Provincial Treasury to include other information that is beneficial to the reader. Each department and public entity will be required to update their MTEC database and then use the EPRE spreadsheets which are linked to the database, minimising the duplication of tasks. Once departments have prepared their draft EPRE documents and submitted them to Provincial Treasury, a process of refining the documents will begin with the following steps (over a period of two months):

· Provincial Treasury submits comments on the first and second draft 2019/20 EPRE inputs to departments and public entities, focusing on compliance to the format and update of information. This will take place in November/December 2018.

· Departments and public entities will then incorporate Provincial Treasury comments and submit revised EPRE inputs in January 2019.

· Provincial Treasury thereafter begins a process of quality control, involving a review team which checks the documents for quality of information provided and comments on areas that need improvement. The respective analyst for each Vote will liaise with each department/public entity to obtain the information required. Each departmental public entity chapter of the EPRE document will go through this rigorous process to ensure quality and relevance of the information provided.

Although the final format for the EPRE will be communicated in November 2018, departments and public entities should not wait until then to start compiling their inputs. The 2019/20 EPRE should reflect the outcome of a budget process that has already been undertaken by the department, including close liaison with the relevant public entities and portfolio committees.    

The 2019/20 MTEF figures, and the second draft EPRE narrative must be submitted to PT by 07 November 2018, and the second draft APPs must be submitted to PT by 9 November 2018. As previously explained, departments and public entities should put more effort into the compilation of these documents, because they are assessed by NT.

The MEC for Finance will table the provincial 2019/20 budget in the Provincial Legislature in early March 2018. 

The draft budget planning process timetable attached as Annexure A provides the specific dates for the submission, comments and finalisation of the EPRE document. Note that the dates in the timetable are subject to change once the National Treasury timetable is received. As mentioned, public entities must submit their EPRE narrative and tables to their parent department before the deadline (by arrangement between the parties) to give adequate time for assessment and comment.
3.6 
Draft 2019/20 budget planning process timetable and 2019/20 infrastructure planning schedule

The draft 2019/20 budget planning process timetable and detailed 2019/20 infrastructure planning schedule are outlined in Annexure A, attached.
3.7 
Political oversight of the budget process 
The key to strengthening the link between national and provincial goals and spending plans lies in enhancing political oversight of the budget process. The various portfolio committees of the Provincial Legislature, as well as Provincial Executive Council supported by MinComBud and MTEC, should play a leading role in this regard. The political executive is responsible for policy and prioritisation, and hence political oversight of the budget is essential to ensure that:

· Departments’ and public entities’ spending plans and the delivery of quality services are linked to the policy priorities of the time.

· Available resources are channeled to critical service delivery projects, taking into account competing priorities and fiscal realities.

Departments and public entities must therefore ensure that their budget submissions and draft APPs are first discussed with their MECs and relevant portfolio committees before they are submitted to Provincial Treasury. Proof must be provided that this interaction has indeed taken place, such as minutes of the portfolio committee meeting, written confirmation signed by the HOD that the MEC and the portfolio committee was involved, etc.

Several important developments have taken place in recent years that should further facilitate and enhance political oversight of the budget process. These are as follows:

· The Provincial Legislature is no longer governed by the Public Finance Management Act and Treasury Regulations. These have been replaced by the Financial Management of Parliament and Provincial Legislatures Act (FMPPLA), which was implemented with effect from 1 April 2015. The new legislation ensures the autonomy of the Provincial Legislature, and aims to strengthen the institution’s oversight role over provincial departments and public entities.
· The annual budget process is now conducted in line with the FMPPLA. As such, the Speaker, as the Treasury of the Provincial Legislature, submits the Provincial Legislature’s budget request directly to the MEC for Finance, and not via Provincial Treasury’s MTEC process which is followed by all provincial departments and public entities. The Speaker and the MEC for Finance jointly signed a Terms of Reference document in order to formalise the new budget arrangements between the Provincial Legislature and Provincial Treasury going forward. 
· The Provincial Legislature is continuing to implement the sector oversight model in a phased-in basis, taking into account fiscal constraints. It is anticipated that political oversight in the province will be significantly enhanced once this model is fully implemented, because the aim is to provide improved support to the various portfolio committees, including researchers, budget analysts, etc. It is noted, though, that not all portfolio committees have their own researchers or budget analysts at this stage, and many still rely on support that is provided by Provincial Treasury.
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Reprioritisation 
The purpose of the 2019/20 MTEF budget process is to ensure that all departments and public entities reprioritise their budget in line with their service delivery plans, national and provincial priorities, as well as the PGDP/PEMP. 
In order to achieve this, departments and public entities are required to do the following: 

· Channel available resources to service delivery projects, placing emphasis on the efficient allocation and spending of funds, i.e. cost-cutting.

· Re-assess and reprioritise their main expenditure items over the MTEF in line with the national and provincial priorities, as well as the PGDP/PEMP, taking into consideration the budgetary constraints of the province. 
4.1
The budget framework

As indicated in the Introduction, the 2019/20 MTEF budget process will focus primarily on the following:

· Poverty eradication by 2030.

· Updated cost-cutting measures and the channelling of the released extra funding toward enhancing service delivery projects.

· Placing emphasis on the efficient allocation of funds in view of the fiscal consolidation cuts.

· Curtailing Compensation of employees spending.

· Review and reprioritisation of departments’/public entities’ budgets. The rationalisation of public entities project has been finalised, and the recommendations on the restructuring of entities have been adopted by the Provincial Executive Council. It is therefore recommended that public entities take into account the recommendations when preparing their 2019/20 budget.    
· Proposal and prioritisation of two once-off initiatives per department and two once-off initiatives per entity that are aligned to the national and provincial priorities.

· Alignment with the PGDP and PEMP.

· Proposal of any other initiatives aligned to national priorities by the three social sector departments, Education, Health and Social Development. 

The 2019/20 MTEF budget needs to focus on obtaining more value for money. Spending must continue to become more efficient, and lower-priority spending must continue to be reduced. Government’s efficiency-savings initiative, intended to redirect funds to high-priority service delivery areas, remains the focal point of the 2019/20 MTEF budget planning process. National Treasury continues to focus on the concept of efficiency savings, which is intended to ensure that funds are directed to service delivery rather than non-essential spending or frills. 

The challenge is to identify efficiency savings in non-essential goods and services, and redirect them to enhance service delivery levels. Furthermore, departments should focus on reducing costs relating to core service delivery, particularly where improved SCM processes can result in efficient procurement of service delivery products. This should be seen in the context of the likelihood of more budget cuts in 2019/20, particularly with the downgrade of the country to junk status. 
4.2 
Own revenue projections for the 2019/20 MTEF period 
It is essential that strategic plans of major revenue collecting departments and public entities clearly state the intention to optimise revenue generation and collection in the ensuing MTEF. These plans should set out relevant measurable revenue performance targets, indicators and outcomes for the MTEF. In addition, departments and public entities should give a summary of the measures to be adopted in the MTEF period to enhance the generation and collection of own revenue.

The MTEF revenue forecasts should be based on credible scientific methods of estimation, as far as possible. The forecast should be established by using the previous year’s collection as a base. Consequently, the revenue forecast cannot be lower than the total revenue collected in the preceding year, or the projected end-of-year collection for the current (2018/19) financial year, unless it includes significant once-off revenue collection. In the absence of any scientific methodology as a forecasting tool of revenue, departments and public entities are encouraged to project the revenue for the 2019/20 MTEF by adding a minimum of the inflation rate (CPI) plus one per cent to the projected end-of-year collection for 2018/19 (refer to Section 4.3.1.6 of this document for the CPI figures). This will enable departments and public entities to realise positive real growth in their overall collection.

Departments and public entities must always strive to build robust revenue forecasts. The conservative budgeting approach must be avoided. It is not always the case that over-collection is construed as good performance, as conservative budgeting or poor forecasts could be the cause. All departments and public entities should persistently seek ways to enhance revenue through increased efficiency of current activities. In the exceptional case where a department or public entity forecasts revenue that is less than the previous years’ level of collection or the projected end-of-year collection for the current year, the rationale for the forecast, as well as the assumptions and policy changes that underpin the revenue budget forecast, should be provided. As previously mentioned, it is usually not acceptable for revenue forecasts to be less than the previous actual or estimated collection, unless there has been significant once-off revenue collected.
Provincial Treasury continues to facilitate the Revenue Forum and Revenue Bi-lateral meetings. The Revenue Forum aims to, among others, put efficiency improvement measures in place, share best practices on transversal issues, share learned experiences and develop sector strategies for the review of fees and taxes aimed at the enhancement and optimal collection of revenue. Revenue Bi-lateral meetings are to a large extent combined with MTEC meetings. However, certain conditions or specific needs may require that such Bilateral meetings are held outside of the MTEC meeting. Bi-lateral meetings intend to obtain the ongoing commitment of CFOs to own revenue generation, promote optimal and sustainable revenue generation and collection by provincial departments and public entities over the MTEF, enhance compliance with the PFMA, Treasury Regulations, etc.

It is crucial that departments continue to comply with the provisions of the PFMA and Treasury Regulations. All departments should submit a detailed Revenue Variance Report monthly together with the Revenue In-Year Monitoring (RIYM). Departments must ensure that their RIYMs are aligned to the monthly signed IYMs. Electronic reports are due on 15 of each month, while signed copies are to be submitted by the end of a month. Tariff reviews must be submitted by November every year for approval, and should include all items for which the state renders services (e.g. tender fees, parking fees, licence fees, etc.).
4.3
Expenditure

4.3.1  
Baseline assessment and reprioritisation

When evaluating budget proposals from different departments and drafting the budget, Provincial Treasury and public entities are guided by government’s priorities, as well as the revenue raising capacity and functional responsibilities of each sphere of government. 

As a result, departments and public entities must conduct a detailed baseline exercise to assess which programmes have not delivered on expected indicators, and identify cases of insufficient capacity to deliver services. The compilation of the budget should reprioritise capacity or resources to these areas. Where this is not feasible or viable, a decision may be made to further cut lower priority programme funding. The baseline exercise may include decisions to reprioritise funds from lower priority to higher priority programmes. Departments and public entities should closely examine their resultant baselines to ensure that programme funding is provided to address the service delivery targets identified. Proper costing of services is an important component of the baseline examination. 
To finalise the budget, the baseline and reprioritisation exercise must cover the following:

4.3.1.1
Identification of non-recurrent expenditure

Amounts for “once-off” projects or where spending takes place over a defined period should be excluded when the baseline is re-examined. Non-recurrent expenditure should be identified at programme, sub-programme and activity level in the relevant annexures. Departments and public entities should indicate the cost escalations for non-recurrent allocations that will be re-scheduled from the current financial year to the next financial year.
4.3.1.2
Slow spending programmes

Programmes that may not have met historic targets due to slow SCM processes, lack of human resources or poor planning, among others, should be identified. This may result in the identification of savings, and decisions may need to be taken to modify or cut non-priority programmes.
4.3.1.3
Under-performing programmes

The baseline examination, supported by a realistic assessment of actual performance indicators and outcomes against targets, should identify possible areas of savings.
4.3.1.4

Efficiency savings/Cost-cutting

In view of the recent fiscal consolidation cuts, efficiency savings can be achieved through reducing operating costs and non-service delivery activities (e.g. advertising, catering, vehicle hire, travel, security, non-essential telecommunications, entertainment costs and consultant fees, where relevant, etc.) and should be considered for all programmes. This requirement also applies to public entities. Where a departmental programme consists mainly of transfers to public entities, the department and the relevant public entity should identify efficiency savings in their budgets. Similarly, departments and public entities must strive toward effective/efficient and economical service delivery where there is a healthy balance between administrative overheads and service delivery or project costs. Departments should also ensure that any other entities receiving transfer funding (such as NGOs and municipalities) are also applying cost-cutting to the way in which they utilise provincial transfers received.
Departments and public entities are reminded of the contents of Treasury Circular PT (3) of 2018/19, as amended, which outlines areas to be targeted for cost-cutting, for example, reduction of Compensation of employees’ costs. Also to be noted are the latest instruction notes from National Treasury regarding cost containment (National Treasury Instruction Note 03 of 2017/18: Cost-containment measures). The attached Annexure B reiterates the cost-cutting measures that have been communicated in past Treasury Circulars, and includes the National Treasury Instruction notes. While the cost-cutting measures are now well known to everyone, many departments and public entities are slipping back into bad habits and this is not sustainable in view of the fiscal consolidation cuts. 
When departments and public entities apply the cost-cutting rules, they need to use discretion and take cognisance of the practicality of the issue at hand. For instance, the PT Circular allows departments and public entities to hold two events per month (not exceeding 24 events per year), but it must be noted that departments should not hold events for the sake of meeting this target. Exceptions to the 24 events per year rule are covered in circular PT (27) of 2016/17. Departments and public entities must send their submissions to Provincial Treasury in respect of the use of a private venue/hiring of a marquee five working days in advance before making a booking with the service providers. This has become a major issue and departments and public entities need to ensure that this requirement is met. The main reason is that further information is often required from the departments and public entities before approval can be granted, and this takes time. Departments and public entities are also requested to indicate the breakdown of the total costs of the event. These must include accommodation costs for officials, where applicable. Where multiple events form part of a campaign, such as the annual Road Safety campaign (Transport and Community Safety and Liaison) or the Anti-illegal Abortion campaign (Health), consideration will be given to exceeding the 24 events ceiling should this arise. Departments and public entities need to ensure that they have motivated to Provincial Treasury regarding exceeding the 24 events ceilings where campaigns form part of events to be held.    
Departments and public entities are reminded that the cost-cutting rules must not be counter-productive and should not impede service delivery, but should be seen as an integral part of good governance. Also to be noted is that the MEC for Finance, in her 2018/19 budget speech emphasised that “the cost-cutting measures remain in place”. Accordingly, Provincial Treasury has re-issued these to all departments and public entities as it has done for the past few years as a reminder to focus resources on service delivery spending. The provincial cost-cutting measures and those issued by National Treasury must, therefore, continue to be adhered to over the 2019/20 MTEF.” Departments and public entities are also reminded that some of the cost-cutting rules are at the discretion of the Accounting Officer/Accounting Authority, and should not be implemented “blindly”. It is also reiterated that savings from cost-cutting must be redirected back to service delivery during the year. As alluded to in previous years, some departments still use cost-cutting as justification for under-spending at year-end. This will be monitored closely going forward and cost-cutting will not be accepted as a reason for marked under-spending
4.3.1.5
Rescheduling of projects or activities
Where implementation of projects or activities has been rescheduled, departments and public entities should provide a detailed explanation for the rescheduling. Departments and public entities should also state the savings and financial implications of rescheduling projects and activities. Where identified savings cannot be reprioritised, a cut in the baseline will be appropriate.
4.3.1.6
Inflation-related adjustments

The MTEF allocations already provide for average growth of about 6.4 per cent over the 2018/19 MTEF. The programme baseline allocation for all three years is only indicative and may change following rigorous examination of baselines. CPI inflation is projected at 6.5 per cent in 2018/19 and 6.3 per cent in 2019/20. Based on these figures, the new outer year allocation for the 2019/20 MTEF (2021/22) has been calculated by removing non-recurrent items from the 2019/20 baseline and growing the remainder by 6.5 per cent. 

4.3.1.7
Specifically and exclusively appropriated funds

Despite a specific reminder in the 2018/19 budget process, some departments and public entities remain unaware of the difference between funds that are earmarked for a specific purpose and funds that are specifically and exclusively appropriated in terms of an Appropriation Act. This was highlighted once again in the 2017/18 preliminary outcomes of departments, where it was evident that several departments used unspent funds that were specifically and exclusively appropriated, to offset spending pressures in other areas. Departments and public entities are reminded of the differences, which are as follows:

· Funds may be earmarked/ring-fenced for a specific purpose by Provincial Treasury, MTEC, Provincial Executive Council, etc. In this case, these funds will be shown to be earmarked in Provincial Treasury’s allocation letter. In terms of Section 6.3.1(c) of the Treasury Regulations, Treasury approval can be obtained to use these earmarked funds for other purposes. 
· Funds may be specifically and exclusively appropriated for a specific purpose by Provincial Treasury, MTEC, Provincial Executive Council, etc. In this case, these funds will be highlighted as such in the Main Appropriation Act or the Adjustments Appropriation Act. In terms of Section 43(4) (a) of the PFMA, these funds cannot be used for any other purpose without Legislature approval (i.e. through another Appropriation Act). As such, Provincial Treasury cannot grant approval in this regard. This also means that, if funds that are specifically and exclusively appropriated are not spent by year-end, departments and public entities should show year-end under-expenditure by an amount that is equivalent to or larger than the amount specifically and exclusively appropriated.
· Funds budgeted for transfer to municipalities should be gazetted after the tabling of the budget and are also considered to be specifically and exclusively appropriated, and are indicated as such in the Main Appropriation Act or the Adjusted Appropriation Act. Transferring departments should monitor the spending of provincial funds by municipalities, so that unspent funds are returned to the Provincial Revenue Fund where they are not committed. In 2016/17, Provincial Treasury started reporting on the spending of provincial funds by municipalities. Note that municipal transfers that are invoice-based, such as property rates and transfers to municipal clinics, are not included in this definition.
4.3.1.8
Establishing the 2019/20 baseline budget and salary adjustments

The equitable share baseline for 2020/21 should be increased by 5.3 per cent to create the 2021/22 baselines. This percentage is only indicative at this stage, but provides for real growth in the baselines of key sectors like Education, Health and Social Development.
In 2015/16, government reached a multi-year wage agreement with the trade unions, which lapsed in 2017/18. At this stage, the negotiations for 2018/19 and beyond have not been finalised. At present, the offer by the employer is 7 per cent for levels 1 to 7, 6.5 per cent for levels 8 to 10 and 6 per cent for levels 11 and 12. The offer is over three years with the proposal that two outer years increase by inflation plus 1 per cent for levels 1 to 7, inflation plus 0.5 per cent for levels 8 to 10 and inflation only for levels 11 and 12. Unless instructed otherwise, departments should use the current offer in their budgeting for Compensation of employees. Also part of the current offer is the phasing in of housing allowance for spouses, where both partners are government officials. This will need to be factored into departments’ budget planning. Public entities not aligned to the Public Service Co-ordinating Bargaining Council (PSCBC) must ensure that they make adequate provision for salary increases within their baselines. Departments should make provision for all personnel related allowances such as long service recognition, danger allowance, etc. These increases are reflected in the table below: 

	Levels
	2018/19
	2019/20
	2020/21
	2021/22

	Levels 1 – 7
	7%
	5.3% plus 1%
	5.3% plus 1%
	5.3% plus 1%

	Levels 8 – 10
	6.5%
	5.3% plus 0.5%
	5.3% plus 0.5%
	5.3% plus 0.5%

	Levels 11 – 12
	6%
	5.3% only
	5.3% only
	5.3% only

	Levels 13 – 16
	5%
	5%
	5%
	5%

	Inflation and wage adjustment percentages still to be confirmed, and will be communicated in due course


Note:  The above table will be included in the budget submission documentation due on 31 July 2018, with departments requested to replace the percentages as reflected above with their actual budgets for each category, so that Provincial Treasury can verify that sufficient funding has been allocated for Compensation of employees.

Note: These percentages from 2019/20 exclude the 1.5 per cent performance-based pay progression. Note also that conditional grants should be kept constant for 2021/22, as the revisions to these will only be finalised later in the budget cycle. Furthermore, in the past, the progression rates differed according to the remuneration policies in different sectors, for example, Education provided for only one per cent progression every year. This is now part of the current offer and pay progression is to be standardised across all sectors at 1.5 per cent. 

Note: The Housing allowance will increase at 6.3 per cent on 1 July 2018, with increases at 5.7 per cent, 5.6 per cent and 5.5 per cent over the 2019/20 MTEF. The increases for employer contributions to medical aid are higher than the wage increases at 8.8 per cent for 2018/19 and 8.2 per cent, 8.1 per cent and 8 per cent over the 2019/20 MTEF. Departments need to ensure that these rates are applied in their calculations and are funded through reprioritisation. These remain percentages will be updated in due course.
Departments and public entities are urged to pro-actively manage their personnel establishments and take action to reduce costs associated with promotions and progression over the medium term in view of the recent fiscal consolidation cuts, as well as the uncertainty whether National Treasury will allocate additional funding in respect of higher than budgeted wage adjustments. Departments and public entities should consider different ways to change their personnel profile in order to achieve cost-effectiveness in programme service delivery. Departments and public entities are reminded of the requirements of Circular PT (3) of 2018/19 with regard to controlling expenditure on personnel.
It has also been observed in past years that, in some instances, departments and public entities that budget for the filling of vacant posts do not properly align their budget estimates and in-year projections with their in-year HR plans. This was highlighted by the fact that many departments and public entities under-spent their personnel budgets significantly and were forced to undertake virements at year-end, moving funds from Compensation of employees to offset over-spending in other areas. The CFO offices need to work closely with their HR components in this regard. 
4.4
Public entities 
Public entities are required to submit the budget submission documentation to their parent departments in the format prescribed in the Treasury Guidelines, including the proposal of two once-off initiatives. The date of submission should be by arrangement with the parent department, to allow for evaluation and the inclusion thereof in the parent department’s input to Provincial Treasury by 31 July 2018. 

Departments should note that they must submit a thorough evaluation of each public entity submission (particularly initiatives), and failure to comply will result in the initiatives of the public entity and the parent department being penalised and/or not being considered.

Note that the departmental chapters of the 2019/20 EPRE narrative must include a section relating specifically to each public entity. Departments need to briefly outline the purpose and objectives of the public entities receiving transfers, highlight the major achievements of 2018/19 and the planned activities and projects of each of the public entities for the 2019/20 MTEF, as well as significant challenges facing the public entities. The database tables for public entities will be updated and submitted together with the budget submissions and draft APPs. The first draft is due on 31 July 2018, while the second draft is due on 07 November 2018. 
The rationalisation of public entities project is still ongoing. The recommendations on the restructuring of entities were approved in principle by the Provincial Executive Council in November 2017. The briefing of public entities and organised labour has taken place. It is therefore anticipated that public entities will start to incorporate the rationalisation recommendations into their 2019/20 budget. Although the full extent of the mergers cannot be provided for in the budgets at this stage, Provincial Treasury anticipates that some elements may already be incorporated, e.g. savings on Board costs, savings on Compensation of employees in respect of support posts, elimination of duplicated programmes, etc. 

Public entities are not restricted as far as budget shifts and virements are concerned. However, the Finance Portfolio Committee has requested that public entities limit budget movements to adjustments and post adjustments processes, and that budgets reflected in mid-year, and close-out reports tabled in the Legislature and presented to Portfolio Committees, correspond with the budgets reflected in the EPRE and the Adjustments Estimate. 
5
Infrastructure 
Infrastructure development plays a critical role in job creation and economic development as a whole. It also supports departments and public entities in delivering their primary objectives and mandates. Since the dawn of democracy the focus has been the construction of new infrastructure in order to close the gap that was created by the imbalances of the past. This has led to a challenge in trying to find a balance between building new assets and maintaining the current asset base. 

The constrained fiscal environment and the unavoidable budget cuts in both equitable share and conditional grants demand an effective infrastructure delivery system that focuses on minimising the inefficiencies. This requires both departments and public entities to take responsibility in maximising the outputs through planning to ensure that government obtains good value for the money. The budget spent in maintenance of existing infrastructure in the province is still not adequate, and often is reprioritised to capital spending during the year. The reason for moving the budget from maintenance to capital in-year varies from department to department, but is usually related to the state of existing infrastructure, lack of systems and processes to deal with maintenance related projects, as well as to offset other departmental spending pressures. 

For effective reporting, National Treasury implemented a standardised approach in reporting provincial infrastructure budgets, to assist provinces to monitor the shifting of budgets by departments in-year, and to monitor whether these shifts are done in the best interest of service delivery. This also assist to minimise the inefficiencies in the system. The standardised reporting is in line with the Infrastructure Delivery Management System (IDMS) and applicable to all departments including public entities that have infrastructure budgets.

When planning for new facilities, it is important for departments and public entities to budget for the operations and maintenance of each new facility. This is typically allocated to economic classification categories such as Goods and services and Machinery and equipment.
5.1 
Infrastructure planning 

The IDMS emphasises the importance of short and long term planning, hence the following plans are required for all departments with infrastructure budgets:
· User Asset Management Plan (U-AMP): This is a long term plan as per the Government Immovable Asset Management Act, 2007 (GIAMA). The purpose of GIAMA is to ensure a uniform framework for the management of immovable assets in government and to ensure that assets support the delivery objectives of departments. GIAMA makes it incumbent on national and provincial departments to promote public service delivery objectives through the sound management of assets used or controlled.  

· Infrastructure Programme Management Plan (IPMP) with Construction Procurement Strategy (CPS): This is a medium term plan that focuses on the MTEF period. The purpose of the IPMP and CPS is to develop an efficient and effective management plan for the sector department’s infrastructure programme over the MTEF period (which must be aligned to the U-AMP). It also includes the contractual arrangements that the department will adopt for delivery.

· Infrastructure Programme Implementation Plan (IPIP) and a Project List (Table B5): The IPIP is an annual implementation plan. It is aligned to the IPMP and is required to be finalised between both sector department and implementing agent before the beginning of the financial year. Departments that implement their own infrastructure should also develop implementation plans. 

· Estimates of Capital Expenditure (ECE): The project list on the IPIP is required to be captured on National Treasury’s database in the form of Table B5. The ECE publication provides detailed infrastructure expenditure plans for provincial departments and gives valuable insight into the infrastructure priority areas of the provincial government. The ECE includes lists of infrastructure projects planned to be implemented in the MTEF period by provincial departments. The detailed publication of these projects is aimed at improving infrastructure planning which will assist in ensuring timeous implementation of these projects. 

· In-year reporting on the IRM: The project list as published in the ECE is also required to be captured on the IRM at the beginning of financial year, for reporting purposes. The capturing on the IRM has to take place during the first two months of the financial year and, after the date announced by National Treasury, the IRM is blocked for capturing. The departments will have to follow the Adjustments Estimate process, should there be any changes or adding more projects during the year of implementation.

At the beginning of the financial year, departments are also required to capture all the projects that will be implemented in year-zero on BAS at project segment level, as required by SCOA, and the circular on the standardised approach in the reporting of provincial infrastructure projects has details of the process (Ref. Provincial Infrastructure Circular 1 of 2016). Infrastructure planning should form part of the departmental budget prioritisation, as it is an integral part of a department’s objectives. 

NB: Departments that implement infrastructure through public entities or municipalities are also required to comply.
	5.1.1   2019/20 KZN Infrastructure Planning and Reporting Schedule
2019/20 KZN Infrastructure Planning and Reporting Schedule

	Document(s)
	Date(s)
	Activity

	End of Year Evaluation Report
	15 May 2018 
	Departments submit the End of Year Evaluation Report to Provincial Treasury

	
	21 – 25 May 2018 
	Provincial Treasury facilitates engagements & assessments with departments on EOY Evaluation Reports 

	
	29 May 2018 
	End of Year Evaluation Report  signed by sector department HOD and final submission to Provincial Treasury

	Infrastructure Reporting Model  (IRM) 
	22nd of each month


	Departments submit the completed IRM to Provincial Treasury. Departments will create a report on 15th of every month. Submit IRM report electronically on 22nd of every month. The signed off IRM report submitted to Provincial Treasury by 28th of each month

	
	29th of each month
	The signed off IRM submitted to NT by Provincial Treasury

	User Asset Management Plans (U-AMP) 
	15 June 2018
	Departments submit a 10 year 2019/20 U-AMPs to Provincial Treasury

	
	18 – 22 June 2018
	Provincial Treasury facilitates engagements and assessments with departments (first U-AMP assessments)

	
	28 June 2018
	2018/19 U-AM Ps signed by sector departments’ HODs and final submission to Provincial Treasury

	Infrastructure Programme Management Plans (IPMP), Construction Procurement Strategy (CPS) and Concept Reports
	14 August 2018
	Departments submit draft IPMP with CPS including  project list indicating all projects to be implemented in the 2018/19 MTEF to Provincial Treasury

	
	20 – 24 August 2018
	Provincial Treasury facilitates IPMP engagements and assessments with departments (first IPMP assessments)

	
	29 August 2018
	Departments submit IPMP with CPS including  project list indicating all projects to be implemented during MTEF signed by HOD 


The IRM report is due on the 22nd of every month. Should this day fall on the weekend or holiday, then it is due on the last working day preceding that. The signed off IRM report is due on the 29th of every month. Should this day fall on the weekend or holiday, then it is due on the last working day preceding that. The IPIPs must be submitted by implementing agents to the sector departments by 15 March every year.

5.2 
  Performance

End of Year (EOY) Evaluation: The primary purpose of the evaluation, as reflected in this EOY Evaluation Report, is to gain insight into the progress made with the implementation of the infrastructure programme and projects, to reflect on the impact, and to identify challenges. The EOY Evaluation Report also assesses: 

· The progress made by the end of March 2019 by the programmes against the objectives and outcomes.

· The past financial and non-financial performance of the infrastructure service delivery of the department.

· The impact that the previous year’s performance will have on planning and implementation on the next and subsequent year’s delivery.

Departments must use the prescribed EOY Evaluation template to complete the information required in terms of this report. 

Infrastructure Reporting Model: Departments have a responsibility to report progress on infrastructure projects on a monthly basis. This report is due on the 22nd of every month and a signed off expenditure sheet is due on the 28th of each month. This report is web-based and the Provincial Treasury, National Treasury and relevant National sector departments have access to the IRM. 

Human Resources Capacity in Infrastructure Units: The implementation of the IDMS requires appropriate competences in departments. According to the IDMS, this is one of the gaps that have been identified in infrastructure development. The provincial IDMS that is being reviewed will have guidelines on the minimum capacity required for the planning and implementation of infrastructure. Departments that have a portion of infrastructure conditional grant funds allocated for human resources are required to submit HR capacity reports on a quarterly basis. This is also applicable to departments that receive equitable share funding that is specifically and exclusively appropriated for IDMS implementation. 

5.3     Governance 
Infrastructure reviews: In order to oversee the progress made by departments, structured interactions are necessary. After the submission of IRM reports, plans and evaluation, there will be an analysis by Provincial Treasury on progress made, and engagements will take place as per an annual schedule. This will be achieved during the MTEC hearings and the Infrastructure Review Committee.

Provincial Infrastructure Development Committees (PIDC): Department that receives infrastructure funding are also encouraged to have forums to engage with their implementing agent to monitor financial and non-financial progress during the year.

5.4     Budget adjustments 
Departments and public entities are requested to note that, during the implementation phase, should there be changes to the infrastructure projects or budget reflected in the published ECE, the provincial Adjustments Estimate process needs to be followed, and departments must clearly indicate the changes on a revised Table B5. During this period of tabling the Adjustments Estimate, the IRM will be opened for capturing the adjustments for about a month, and will be locked thereafter.

5.5     Performance-based incentive system for selected infrastructure grants

The performance-based system was introduced in the 2012 MTBPS by the Minister of Finance. The approach is aimed at improving inefficiencies in the infrastructure delivery chain, by promoting sound planning in order to achieve better value for money. The Departments of Health and Education can access additional financial incentives to the provincial baselines by submitting planning documents and performance reports that meet the minimum requirements as outlined in the guidelines for the performance-based system. 

The financial incentives are ring-fenced as “unallocated” within the baselines of the Education Infrastructure Grant and the Health Facility Revitalisation Grant over the MTEF. The financial incentives must be committed in the financial year allocated, and ideally should be utilised for the maintenance of existing infrastructure assets or towards planning stages of new projects to be constructed in the following financial year.  

Projects benefiting from the incentive will be monitored and the performance of these projects may negatively or positively affect future assessment outcomes. In order to qualify for the incentive allocation, departments must attain a minimum overall score of 60 per cent on the final evaluation done by National Treasury.
6

Format of the 2019/20 MTEF budget submissions 
The 2019/20 MTEF budget submissions of departments/public entities (i.e. submission of the reprioritised baseline allocations) must follow the format described here and should include the following:

· MEC’s letter.

· Accounting Officer’s/Accounting Authority’s covering letter.

· Explanatory memorandum including departmental analysis and recommendations regarding all public entity inputs (where applicable) including once-off initiatives fully evaluated.

· Departments and public entities are required to provide Provincial Treasury with proof that the draft budget was presented to respective portfolio committees. This could be minutes from the portfolio committee meetings, or written confirmation from the HODs/CFOs, to allow the budget analysts to verify the committees’ involvement.

· 2019/20 MTEF budget submission, i.e. the Excel template comprising two files:

· Baseline analysis 

· MTEC database (for departments and public entities) 

· Costing of initiatives 

· Draft 2017/18 Annual Report.

· Draft 2019/20 Annual Performance Plan.

If necessary, Provincial Treasury may request additional information in support of a particular department’s/public entity’s submission.

The above documents are explained in more detail below.
6.1
MEC’s letter

The letter from the respective MEC must be signed and confirm that:

· The MEC concurs with and approves of the reprioritised budget submission of departments (and public entities, where applicable) and the once-off initiatives proposed and that they conform to the provincial/national priorities.

· The relevant portfolio committees have been involved in the budget process providing details, such as the date that the department and public entity met with the portfolio committee, or copies of minutes of the portfolio committee meeting where the budget proposal was supported.

This MEC’s letter is intended to indicate political oversight of the budget process, and to facilitate an improvement in the manner in which budget submissions are evaluated.

6.2
Accounting Officer’s/Accounting Authority’s covering letter

The Accounting Officer’s/Accounting Authority’s covering letter must report on the departmental/public entity’s planning process leading to the formulation of the reprioritised medium-term budget submission of the department/public entity, and must be signed and provide a concise summary of:

· Key strategic objectives and performance indicators to be achieved over the medium-term period and how they contribute toward achieving the national outcomes, provincial priorities and the objectives of the PGDS/P and PEMP.

· Cost-cutting measures.

· Proposed changes to programme aims, strategic objectives and performance indicators.

· Reprioritisation within baseline and the addition of spending plans for the third year of the new medium-term period.

· Motivation in support of the proposed once-off initiatives.

· Reference to transversal programmes that have an impact on the budget.

· An update in respect of progress on the head count exercise and the organisational review.

· Written confirmation that public entities reporting to the department concerned have been involved in the compilation of the budget submission, and that the public entities’ proposed once-off initiatives have been received and reviewed and whether they are supported by the parent department or not. 

6.3
Explanatory memorandum

An explanatory memorandum should be compiled in a MS Word document that will accompany the completed baseline analysis template. It should be divided into three parts as follows:

Part 1: Baseline Analysis:

Part 1 should talk to the Baseline Analysis tables (MTEC database and reprioritisation tables), and should include motivation for any significant changes in the reprioritised budget and evidence of cost-cutting, and any major annual fluctuations. The explanations should be detailed, meaningful, and should cover both programme and economic classification. 

Part 2: Proposed once-off Initiatives: 

Part 2 should discuss the initiatives, ranked in order of priority, and should include the following:

· Purpose of initiative (including an indication of support for the initiative, such as Provincial Executive Council approval, support of the MEC and relevant portfolio committee).

· Alignment of initiative to national and provincial priorities (PGDP), as well as specific national priorities, in the case of Education, Health and Social Development.

· Objectives of the initiative.

· Confirmation of how the initiative is aligned to the department’s and public entity’s new APPs.

· Summary of the proposed implementation strategy.

· Discussion on the service delivery achievements to be attained by the initiative.

Part 3: Evaluation of public entity’s input:

Where relevant, Part 3 should provide a brief evaluation of the public entity’s input, and should indicate whether or not the once-off initiatives proposed by the entity are supported by the parent department. This section should be comprehensive and not a mere one-liner.
Explanation of tables in the budget submission

The 2019/20 MTEF budget submission, which must be accompanied by a detailed explanatory memorandum, consists of a template that comprises two files, made up of the following tables:

1. Baseline Analysis 

A.
MTEC database for departments and public entities.
B.
MTEC database for public entities 

2. Costing of once-off initiatives

A. Summary tables
· Summary of payments and estimates by programme for the initiative

· Summary of payments and estimates by economic classification for the initiative

· Summary of infrastructure payments and estimates for the initiative

· Summary of service delivery information for the initiative 

B. Goods and services table

Details as to how these tables are to be completed by departments/public entities are given in the paragraphs below.

Baseline analysis 
A. MTEC database for departments 
The MTEC database is a comprehensive tool for budgeting as it also takes into account the non-financial information. When used optimally, it provides departments and Provincial Treasury with the ability to evaluate how the budget changes affect service delivery. Therefore it is imperative that departments and public entities complete the database fully, with accurate information (both financial and non-financial). Below is a look at various sections of the database and what information is required and the possible sources of information. 

Departments must bear in mind that the MTEC database must be completed at a sub-programme level per level 4 SCOA items. Understanding the level of complexity of the MTEC database tool, it is important for Provincial Treasury to clarify some of the issues that result in incomplete and inaccurate submissions. The sections below provide as much information as possible to assist departments in completing the tool. 

The following are sheets in the database, and details of how to complete these sheets are provided below and also in the database (under the General sheet, Help button):

· General – For creating a datafile, Help function and Provincial Treasury settings.

· Settings – For setting the database for the relevant department and public entity, financial year and province, and provision of officials responsible for submission of database to Provincial Treasury.

· Summary – formula driven, providing summarised information for the department.

· Programme sheets – for capturing expenditure and budget estimates and non-financial information.
· Direct charges – to be used by Provincial Legislature only (for Members’ remuneration).

· Functions shifts – for information on function shifts between votes and also between programmes.

· Performance indicators – an overview of performance indicators on each programme sheet.

· Reprioritisation – an overview of reprioritisation undertaken under each programme. 
· Personnel – providing details of personnel estimates, for the Vote, per programme.

· Training – providing details of training provided by the department.

· PPP projects – providing details of PPP costs per project.

· Entities – providing financial information on public entities and other entities receiving transfers from provincial departments.

· Municipalities – providing details of transfers to municipalities made by provincial departments.

· Own receipts/ Revenue sheet for public entities – providing details of provincial receipts estimates for Votes and revenue and budget estimates.

· C-grant – providing details of conditional grants receipts and payments per vote. 
· Analysis – providing an overview of the baseline for the department and other analysis.

· Infrastructure – for capturing infrastructure details per project (Table B5). 
· Infrastructure Summary – providing an overview of infrastructure expenditure and estimates in various categories. 
· ODA Summary – providing details of donor funding and agency receipts.
· Deviations – providing details of deviations from the Annual Report in respect of previous financial years and reasons thereof.

· Checks – indicators of errors in the information captured under various sheets. 
1. Explaining the financial years and the data required

The MTEC database requires information over a period of seven years (similar to the EPRE tables). There are three previous years, the current year and three MTEC years (future years). For the 2019/20 MTEC process, the financial years are as follows:

	Financial year
	Data source

	2015/16
	2015/16 Audited AFS/Annual Report

	2016/17
	2016/17 Audited AFS/Annual Report

	2017/18
	2017/18 Unaudited AFS

	2018/19 Budget
	2018/19 EPRE

	2018/19 Revised Estimate
	2018/19 June IYM

	2019/20 Baseline
	2019/20 column in 2018/19 EPRE

	2020/21 Baseline
	2020/21 column in 2018/19 EPRE

	2021/22 Baseline
	As per formula in the Treasury Guidelines


2. General workings

Budget structures

The MTEC database must be completed in terms of approved budget structures for provincial departments. Previous years’ expenditure must be recalculated where there has been a change in the budget structure or a function shift across departments, for comparative purposes.

Completing the template

The template contains cells that need to be completed by the department, as well as cells that are formula driven. The formula driven cells are locked and departments should not try to change any formula as that will render the entire template corrupt and will require recapturing on an entirely new template (these cells can only be amended by National Treasury, not Provincial Treasury). The cells for capturing are highlighted in yellow. 

The numbers must be completed in Rand thousands (meaning rounded off to the nearest thousand, e.g. R1 million will appear as 1 000 in the template not 1 000 000). THERE MUST BE NO DECIMALS USED as this may result in programmes, sub-programmes and economic classification not balancing. Where formulas have been used to calculate the increase from one year to another, the formulas must be removed by copying and pasting the cells as values and then decimals must be removed. Note that if tables are received with decimals, these will be returned for correction. Clarifying the shaded areas:

· Yellow shaded – for manual capturing.
· White and grey – locked and formula driven.
· Blue – drop-down lists.
3. Summary sheet

This sheet provides a summary of payments and estimates for the Vote as a whole and there is not a lot of capturing required except for the following areas:

· Name of the Executive Authority (MEC).

· Name of the Accounting Officer (HOD).

· Source of funding section where information must be provided in respect of the total equitable share and conditional grant funding. Provincial Treasury to assist in differentiating between national equitable share funding and provincial cash resources (which fall under Other). This section is at the bottom of the sheet, before the Accounting Officer’s signature.

· The MTEC database must be signed off by the Accounting Officer.

4. Programme sheets

On each of the programme sheets, the department must provide details pertaining to the following:

· Programme manager (official) responsible for that particular programme and official’s post.

· Programme purpose as per the APP.

· Performance and operation information that must be aligned with the APP and Annual Reports (for previous financial years). The source of this information for the current financial year will be the QPR for the first quarter.

· The bulk of information at programme summary is formula driven and the information at sub-programme is utilised to automatically complete the relevant cells. Where the sub-programme total and economic classification do not balance, the deviation will be reflected in red.

· The departments must ignore the National Conditional grants section as the province does not make transfers as conditional grants.

Capturing information in transfers and subsidies

The transfers and subsidies are captured differently from other categories which are captured under each sub-programme. The transfers and subsidies are captured in a separate section where all transfers for sub-programmes are classified. In this section, the department will provide the detail of the transfers such as: 

· The recipient or transfer name (where there are numerous recipients), expenditure and budget estimates. 

· Economic classification using the drop-down list available on the far right of the section.

· Current/capital classification of the transfer.

· Sub-programme (to ensure that the expenditure and budget estimates are linked to the correct sub-programme).

· Whether the funds are ‘specifically and exclusively appropriated’.

· Purpose and description of the transfer payment.

More details are available in the MTEC Database template under the General sheet, Help button.

Detail of payments for financial assets

The Payments for financial assets category has also been provided with a separate section in the same way as the transfers, where the information for sub-programmes must be captured. The descriptions are available on the drop-down list. On the far right of the section, are cells where to choose the sub-programme from the drop-down list and to provide purpose and description of the payment.

Specifically and exclusively appropriated

A section has been provided to capture details of the specifically and exclusively appropriated funds for the first year of the MTEF (2019/20) only. The department will use the 2018/19 Appropriation Act to identify funds that are specifically and exclusively appropriated. The department must provide the description and purpose of the funding and budget estimates for 2019/20. This information will appear in the 2019/20 Appropriation Act. 

Sub-programme section

On each of the sub-programme sections, the department must capture the following information:

· The name of the official responsible for the sub-programme.

· The purpose of the sub-programme.

· Performance information aligned to the APP and QPR. Outcome and output related to outcome must be selected from the drop-down list for each Performance Indicator. Targets to be provided must be absolute values/numbers (not percentages). Where the department has to use percentages, these must be accompanied by values in brackets.

· Expenditure and budget estimates for all seven years as per the table above. Note that Goods and services is as per the current level 4 SCOA classifications.

Performance information
· The actual performance for the first two years (2015/16 and 2016/17) must be sourced from the Annual Reports.

· The actual performance for the previous year (2017/18) must be sourced from the draft Annual Report (preliminary result) and tabled 2017/18 APP (target).

· The target for 2018/19 must be sourced from the 2018/19 final APP.

· MTEF baselines must be sourced from the draft 2019/20 APP and information provided for the columns as follows:

· 2018/19’s budget target must be sourced from the 2018/19 APP. This relates to targets set for each year in the 2018/19 APP.

· Change in the indicative baseline target should talk to the increase or decrease in the target which must be in line with the reprioritisation. Where there is reprioritisation within projects this should be reflected by a reduction in one performance indicator and increase in another.

· Revised indicative baseline after the reprioritisation. This must correspond to the targets in the draft 2019/20 APP.

· Indicative baseline reprioritisation. It is ideal to see a reduction or increase in the budget if the service delivery target is reduced or increase and vice versa. Any change in the budget must be reflected in the reprioritisation of budget under the sub-programme.

Reprioritisation

Reprioritisation of baselines can only be done under each programme sheet, at a sub-programme level, per level 4 SCOA items.

Explaining the Reprioritisation columns:

· Indicative baseline must be as per the 2018/19 EPRE (or final database).

· There are two columns to be used for reprioritisation. First column (From) is for the reduction of baseline in a particular item and the second column (To) is for increasing the baseline in a particular item, using funds reprioritised from somewhere else, not additional funding.

· Note that the two columns must offset each other at a departmental level if there was reprioritisation between programmes. If the two columns do not equal to zero then there is an error in the reprioritisation which will need to be rectified.

The Reduction to baseline column must not be used for reprioritisation of the baseline but only for reduction of the department’s/public entity’s baseline, where the funds go back into the provincial fiscus.

The Additional funds column caters for additional funding allocated by Provincial Treasury which will be indicated in the allocation letter to the department/public entity.

5. Direct charges

This sheet relates to payments that are charged directly to the Provincial Revenue Fund and this relates only to the Members’ remuneration under the Provincial Legislature in the case of KZN.

6. Function shifts

This section provides details of function shifts between Votes and within Votes over the period of seven years. This section is checked against the total expenditure outcomes and budget estimates for the vote.  The first section must provide the numbers prior to the function shift being undertaken, in line with the Annual Financial Statements and 2018/19 EPRE. Function shifts that took place in 2017/18 must also be provided, as well as those in the 2019/20 MTEF.

7. Performance indicators
This section is linked to programme sheets and gives a view of performance indicators for all programmes. The department must specify in the programme sheet whether they want to see the performance indicator under this overview.

8. Reprioritisation
Under this section, departments must capture summarised details of the reprioritisation undertaken at each programme per economic classification. This section splits the reprioritisation into two sections, one where the funds are reduced and where the budget is being increased. Programme and economic classification details are available in the drop-down list.

9. Personnel 
National Treasury is in the process of migrating the personnel model to web-based system but it appears that the revised model will only be ready late in 2018/19 or early in 2019/20. However, Provincial Treasury will circulate a “simple template” in July 2018 that departments need to populate. The much anticipated web-based system will, among other things:
· Align the Personnel model with the database (avoid duplication of work).
· Automate the process of completing the model (e.g. interfacing directly with PERSAL).
· Improve accuracy of the model by minimising the reliance on the assumptions.

10. Training
Departments must provide information on training provided for officials. These relate to the number of personnel trained and the number of training opportunities, bursaries offered, internships provided, learnership provided, etc.

11. Public-Private Partnerships (PPP) projects
Departments must provide information on PPP projects in the table provided, per each project. Where there is more than one project, the template has a macro built-in to unhide rows that can be used to capture information.

12. Entities (public entities and other entities)
Departments must obtain financial information from their public entities and capture under this section, using the tables provided. This section caters for public entities and other entities.

13. Municipalities
This section is available to provide information on transfers to municipalities, not the spending by departments at district municipal level and the database does not cater for this level of information.

14. Own receipts
Departments should provide details of any estimated receipts that are deposited into the Provincial Revenue Fund. Public entities should provide details of any estimated receipts. With regard to 2019/20 and 2020/21, departments must capture their original estimates as reflected in the 2018/19 EPRE. In the absence of the adjustments columns in the database, reprioritisation must be taken into account in the columns for the medium-term receipts estimates and reported in the explanatory memorandum, providing original numbers and the reasons for the changes. When calculating the estimates for 2021/22, the departments must follow the guidelines provided as per Section 4.2.
15. Conditional grants
This section provides information such as conditional grants receipts from national, provincial roll-over (funds that were not surrendered to National Treasury and rolled over) and actual expenditure for previous years. The information provided for previous financial years must be in line with the Audited AFS (for 2015/16 and 2016/17), Unaudited AFS (for 2017/18) and 2018/19 EPRE in respect of 2018/19, 2019/20 – 2021/22. For 2018/19, the Amount received must be the same as the DORA allocation, as the assumption is that all funds will be received (not the amount received to date as per the Exchequer grant account). Note that 2021/22 must be kept constant as the final allocations will be received from National Treasury at a later stage.
16. Infrastructure
There are two sheets for infrastructure information. The first sheet (Infrastructure – Table B5) is for capturing all information pertaining to infrastructure projects. The second sheet (Infrastructure Summary) provides an overview of summary for infrastructure in various aspects and is formula driven. 

The detailed Table B5 infrastructure sheet (capturing sheet) must be completed as follows:

· Departments and public entities must provide a list of all projects which are implemented in the current financial year (2018/19) and those to be implemented over the 2019/20 MTEF. The information must be provided per project.

· For infrastructure projects implemented in the previous financial years, departments and public entities must also provide details per project. However, where the number of projects is huge, these must be summarised according to types of projects, per infrastructure category, e.g. Upgrading of clinics, Nature of investment Upgrading and additions: Capital (selected from the drop-down list) or Construction of new clinics, Nature of investment New infrastructure assets: Capital (selected from the drop-down list). The departments must ensure that, where information is copied from other sources, they must paste as values to avoid corrupting the template.

· Departments and public entities must avoid copying and pasting on the blue shaded areas and should rather use the drop-down list provided.

B. MTEC database for public entities 
The MTEC database is a comprehensive tool for budgeting. It is imperative that public entities complete the database fully, with accurate information. Below is a look at various sections of the database and what information is required and the possible sources of information.  

Public entities must bear in mind that the MTEC database must be completed at a programme level per and at SCOA item level 4. Understanding the level of complexity of the MTEC database tool, it is important for Provincial Treasury to clarify some of the issues that result in incomplete and inaccurate submissions. The sections below will provide as much information as possible to assist public entities in completing the tool. 

The following are sheets in the database, and details of how to complete these sheets are provided below and also in the database (under the General sheet, Help button):

· General – For creating a datafile, Help function and Provincial Treasury settings.

· Settings – For setting the database for the relevant entity, financial year and province, and provision of details of officials responsible for submission of the database to Provincial Treasury.

· Revenue sheet – for capturing revenue and budget estimates.

· Expenditure sheet – for capturing expenditure and budget estimates by programme and economic classification, as well as some non-financial information. 
· Reprioritisation – an overview of reprioritisation undertaken by the entity.

· Personnel – providing details of personnel estimates for the entity.

· Infrastructure – for capturing infrastructure details per project.
· Infrastructure Summary – providing an overview of infrastructure expenditure and estimates in various categories.
· ODA Summary – providing details of donor funding and agency receipts.

· Analysis – providing an overview of the baseline for the entity and other analysis of tends.

· Financial position – largely formula driven, providing summarised information for the entity. In addition, it provides for the cash flow and balance sheet information.

· Budget scenarios – providing for various budget cut scenarios. 
· Checks – indicators of errors in the information captured under various sheets.

17. Explaining the financial years and the data required

The MTEC database requires information over a period of seven years (similar to the EPRE tables). There are three previous years, the current year and three MTEF years (future years). For the 2019/20 MTEC process, the financial years and relevant source documents are as follows:
	Financial year
	Data source

	2015/16
	2015/16 Audited AFS/Annual Report

	2016/17
	2016/17 Audited AFS/Annual Report

	2017/18
	2017/18 Unaudited AFS

	2018/19 Budget
	2018/19 EPRE

	2018/19 Revised Estimate
	2018/19 June IYM

	2019/20 Baseline
	2019/20 column in 2017/18 EPRE

	2020/21 Baseline
	2020/21 column in 2017/18 EPRE

	2021/22 Baseline
	As per formula in the Treasury Guidelines


18. Completing the template

Budget structure
Previous years’ expenditure must be recalculated where there has been a change in the budget structure or a function shift across programmes/ economic classification, for comparative purposes.
The template contains cells that need to be completed by the entity, as well as cells that are formula driven. The formula driven cells are locked and entities should not try to change any formula as that will render the entire template corrupt and will require recapturing on an entirely new template (these cells can only be amended by National Treasury, not Provincial Treasury). The cells for capturing are highlighted in yellow.
19. Revenue
On the revenue sheet, the entity must provide details on own revenue and transfers from the department(s). Roll-overs need to be captured in the Adjusted Appropriation and transfers from other departments/intuitions need to be indicated separately under Transfers received. With regard to 2019/20 and 2020/21, entities must capture their original estimates as reflected in the 2018/19 EPRE. In the absence of the adjustments columns in the database, reprioritisation must be taken into account in the columns for the medium-term receipts estimates and reported in the explanatory memorandum, providing original numbers and the reasons for the changes. When calculating the estimates for 2021/22, the entities must follow the guidelines provided as per Section 4.2 of this report.
20. Expenditure sheet
On the expenditure sheet, the entity must provide the entity’s purpose, programme names and a summary of performance information.
The bulk of information at summary level is formula driven and the information at programme level is utilised to automatically complete the relevant cells. Where the programme total and economic classification do not balance, the deviation will be reflected in red. Remember to add expenses in respect of roll-over funds to balance with revenue.
Performance information
· Only capture key service delivery performance measures and targets on the database.

· The estimated targets for the previous year (2017/18) must be sourced from the draft Annual Report (preliminary result) and tabled 2018/19 APP (target).

· The target for 2018/19 must be sourced from the 2018/19 final APP.

· MTEF targets must be sourced from the draft 2019/20 APP

· MTEF baselines must be sourced from the draft 2019/20 APP.

Reprioritisation
Indicative baseline reprioritisation – It is ideal to see a reduction or increase in the budget if the service delivery target is reduced or increase and vice versa.
Reprioritisation of baselines must be done per programme, per level 4 SCOA items.

Explaining the Reprioritisation columns:
· Indicative baseline must be as per the 2018/19 EPRE.
· There are two columns to be used for reprioritisation. First column (From) is for the reduction of baseline in a particular item and the second column (To) is for increasing the baseline in a particular item, using funds reprioritised from somewhere else, not additional funding.

· Note that the two columns must offset each other at an entity level if there was reprioritisation between programmes. If the two columns do not equal to zero then there is an error in the reprioritisation which will need to be rectified.

The Reduction to reprioritised column must not be used for reprioritisation of the baseline but only for reduction of the entity’s baseline, where the transfer is reduced.

The Additional funds column caters for additional funding allocated by the departments and/or PT which will be indicated in an allocation letter or addendum to the funding agreement of the entity.

21. Reprioritisation
Under this worksheet, entities must capture summarised details of the reasons for reprioritisation undertaken at each programme per economic classification. This section splits the reprioritisation into two sections, one where the funds are reduced and where the budget is being increased. Programme and economic classification details are available in the drop-down list. The purpose column provides for the original purpose of the funding. The yellow reason column provides for the motivation of why funds were moved or how such will be applied. The completion of this sheet is not compulsory. 
22. Personnel
Entities complete the personnel sheet to provide details of personnel numbers for the entity, per salary level for all seven years. This is to give an overview of trends in personnel numbers. When providing the information, the entities must complete both tables and take the following into account:

· There should be a logical inflationary progression per salary level, and a realistic advancement from one level to the next.
· Current establishment numbers must be provided for proper analysis of trends and movement of numbers. The number of posts on the approved establishment refers to the number of employment positions approved by the Accounting Authority and Executive Authority. The detail of the approved estimate must be in the context of the current financial year (2018/19).  

23. Infrastructure
There are two sheets for infrastructure information. These sheets are only relevant to entities that own infrastructure assets. The first sheet (Infrastructure) is for capturing all information pertaining to infrastructure projects. The second sheet (Infrastructure Summary) provides an overview of summary for infrastructure by category and is largely formula driven. 

The detailed infrastructure sheet (capturing sheet) must be completed as follows:

· Entities must provide a list of all projects to be implemented in the current financial year (2018/19) and those to be implemented over the 2019/20 MTEF. The information must be provided per project.

· For infrastructure projects implemented in the previous financial years, the entities must also provide details per project. However, where the number of projects is huge, these must be summarised according to types of projects, per infrastructure category, e.g. Upgrading of clinics – Nature of investment – Upgrading and additions: Capital (selected from the drop-down list) or Construction of new clinics –Nature of investment – New infrastructure assets: Capital (selected from the drop-down list). The entities must ensure that, where information is copied from other sources, they must paste it as values to avoid corrupting the template.

· Entities must avoid copying and pasting on the blue shaded areas and should rather use the drop-down list provided.

24. OSD Summary 
Entities to ignore.
25. Analysis 
Entities to ignore.

26. Financial Position 
This sheet provides for a summary of revenue and expenditure data as captured in the respective sheets. Entities need to capture Cash Flow data and Balance Sheet data on the template.

27. Budget Scenario  
Entities to ignore.
Costing of initiatives

A. Initiatives table:

· Payments and estimates by programme for the initiative.

· Payments and estimates by economic classification for the initiative.

· Infrastructure per initiative.

· Service delivery information/motivation at summary level per initiative. This need not be limited to measures reported on in the APP. 

B. Goods and services table.

C. Compensation of employees (additional posts required as a result of the initiatives).

Note:  A separate template should be completed for each provincial/public entity initiative. The two once-off initiatives must be ranked in priority order by each department/public entity. 

Note:
In the case of the social sector departments, Education, Health and Social Development, a separate template must be completed for each proposed national priority.

Provincial Treasury budget analysts will assess compliance of submissions in terms of the following set evaluation criteria, which are the basis for making recommendations to MTEC regarding funding of new budget proposals. Submissions that fail to meet the requirements of the guidelines will be returned to a department/public entity for resubmission.

· Is it clear how the initiative contributes to the government policy priorities, as well as clearly aligned to the PGDP and PEMP? 
· Is the initiative aligned to core functions?

· Has the department/public entity provided credible service delivery information/motivation with initiative submitted? 

· Is the costing/initiative realistic and comprehensive (detailed breakdown)?

· Has there been adequate political involvement in the budget formulation process?

· Has the department/public entity undergone a thorough reprioritisation with a view to fund part of the initiative from within budget? 

To assist in preparing comprehensive summaries for the MTEC meetings, it is important that detailed and relevant narrative information is provided with budget submissions under each programme. The narrative submission should provide clarity on tables submitted and explain how new funding requests relate to existing departmental aims and programme objectives. Evidence of feasibility studies and implementation readiness should be provided where relevant. There should also be an explanation of why the new proposals could not be accommodated in the reprioritisation exercise.

The submission must reflect whether the request for additional funds is a completely new priority or whether the initiative has been piloted before, along with demonstrated results. Where business plans of projects have been changed, the deviations from the original financial approval must be disclosed. Departments and public entities should also provide a detailed narrative of the consequences if the submission is not funded.
7
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Annexures 
APRIL





MAY





JUNE





JULY





AUGUST





SEPTEMBER





OCTOBER








NOVEMBER








DECEMBER








JANUARY








FEBRUARY








MARCH








Q 1





Q 2





Q 3





Q 4





1st draft  SPs/APPs


Submit budget submissions


Submit NT’s budget database


Annual Reports


MTEC Hearings

















MinComBud


2nd  draft SPs/APPs


2nd MTEC hearings (if required)


Submit NT’s budget 2nd database


Draft EPRE


 





Benchmarking


Final EPRE 


Budget Day


Tabling SPs/APPs


Finance Portfolio Com. Budget hearings








Prepare SPs/APPs


Issue Treasury Guidelines 


Start on budget submissions





Project list/Table-B5 incorporated in the database





2017/18 end of year  evaluations with commitment register


U-AMP submissions





Finalisation of project list/  Table-B5 and tabling of  ECE








IPMP & Construction Proc Strategy


Project list incorporated in the database









