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Financial management system boundaries

AR i Resource Annual budgets
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plans, e.g. three
year rolling plans

allocation Development,
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revenue

Planning
system

Public expenditure

review
Fund release
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warranting

Audit system

Accounting for
revenue and
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Source: Adapted from Integrated Financial Management. Michael Parry, International Management Consuitants Limited.
Training Workshop on Government Budgeting in Developing Countries. THE UNITED NATIONS. Degémber 1997.



Macrofiscal discipline and stability

inance crises




Comprehensiveness

include all revenue and expenditure, all agencies

Accuracy

record actual tfransactions and flows




Atftaining and Maintaining Good Basic Institutions

Basic public finance institutions must work well for good policy
M outcomes

ynced OECD reforms,






CORE PROCESSES

- Budget Allocations

- Supplemental Budgets

- Virements

- In-year monitoring and correction

- Warrants (cash allocations)
- Cash Flow Management ] Treasury
(forecasting, planning,

sequestration)

Ministry of Finance

-
-
-
-
-
-
-
-
=
.

- debt management

- financial asset management S q
- accounting (policy, system p_en ng
management, chart of accounts) Ministry

- make payments
- collect revenues
- account management and

reconciliation Spending Unit - verification of receipt of
- Central Bank relations goods/services
- program/cash plans

- internal control

- program management

- spending (commitments)
- recording & reporting

- payment orders

Financial Management 1s Everyone’s Responsibility

And Service Delivery is also MoF’s R€sponsibility



Manage Spending and Revenues to budget
support choices of elected officials
allow budget to be planning and steering tool
promote macrofiscal discipline

> —e opportunities for corruption

> entation (service




CORE TREASURY FUNCTIONS

Cash management (flow and stock)
Financial asset management

Debt management, servicing;
Guarantee and contingent liability management

oolicy, chart of accounts,
T




CONTINGENT LIABILITIES

Government acts as a guarantor of debt
repayment in the event that the borrower
cannot make repayment, or of payment
under certain conditions

Loan, pension benefit, bank deposit, agricultural
orice

debt must be managed with the

Q-.



Ex Ante
(to commitment)
External o Centralized commitment control
(to spending (transaction approval)

Allocations (commitment limits)
e Warrants (cash limits)
Rrocurement rules

gel/pay rules

Internal gding unit

unit)

Ex Poste

Central internal audit,
external audit
Regular reporting

o Quarterly close-outs

o Ministry internal audit
o Performance

Management




Tensions between needs of center to
Control cash flow
Control policy

And agency need to manage programs

Larger, less detailed allocations

> application of




Agent “accountability”

_ for results n
> Central *
= control
= Agent
Incentive
for off-
budget



Monitoring/managing
Cash balances

Cash flow
Inflow




Financial management system:

Informaftion system that tracks financial events
and summarizes information

supports adequate management reporting,
decisions, fiduciary responsibilities, and
ditable financial statements

: ,/




and receivable. May
\d cost



Can refer to core and non-core integration

haracteristics*

*from Core Financial System Requirement. JFMIP-SR-02-01. Joint Fingricial Management
Improvement Program. Washington, D.C., November 2001.



Ability to*

Collect accurate, timely, complete, reliable,
consistent information

ide adequate management reporting
ide and agency policy

*from Core Financial System Requirement. JFMIP-SR-02-01. Joint FiMagement
Improvement Program. Washington, D.C., November 2001.




Timely, accurate in-year reporting
Internal controls, audit
External audit

lent detail to identify sources of




