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. Following is a detail of the applicable step bypstgrocedures to be followed for

disbursement and expenditure of public funds in @nhe countries participating in the

project. The steps identify the locus of respotisipand demonstrates the importance of
having trustworthy administrative officials comnreit to implementing the law at each
step.

. The general requirement as specified by ExcheqgnérAadit Acts, the Finance Acts,
and all related financial rules is that all goveamhaccounting transactions must be
properly recorded and folioed in files to actiofiagdrs which actually spend government
funds. All files must be properly kept in desigrtht@binets and vaults for easy retrieval
and examination required.

. The expenditures must also be analysed by spedmidget analysts to guide efficient
use of public funds and public assets.

. As part of the implementation of the METF, the beidgill is laid by the Minister of
Finance, and after debate and amendments, is pays&arliament. The Parliament
means:
a. Lower House
b. Upper House
c. The Governor General, with mandated signature unelewvant section of the
Constitution.

. Once passed, the Minister of Finance notifies Mii@s, Departments and Statutory
authorities by circular detailing the allocatiory; Heads, Subheads, Items, and Sub-
Items as detailed in the budget.

. On receipt of notification, and when necessaryntplement the specified actions or as
otherwise mandated by law, a request is made tdthester of Finance by the relevant
Senior Accounting Officer for a Grant of Creditdover the specified Heads, Subheads,
Items, and Sub-Iltems as detailed in the budget.

. A Cheque is prepared by the Minister of Financep¢odrawn against the Treasury,
received, and placed in the relevant account bylésggnated senior officer, for example
the Director of Finance.

. Departments make request to the designated sefficercofor release of funds to the
appropriate Budget Section or Department. The rgquest detail the Heads, Subheads,
Items, and Sub-Iltems as set out in the budget.



9. Requests for releases are checked for accuracyuatification, in keeping with the
details of the allocations approved. All requesessummarized on a monthly basis, then
on a quarterly basis; then on an annual basis.

10.The designated senior officer then notifies theuesting Departments of the amounts
approved under each Head, Subhead, Item, and 8uobaks set out in the request.

11.Statements of releases are prepared for all rdggefiepartments, subject to the
availability of funds.

12.All requests made and all requests approved arensuized by requesting Department,
on a monthly basis and attached to a Warrant fpmeat.

13.The Warrant is submitted to the Pay-Branch, whgkhe term used here to refer to the
institution authorized to incur public expenditure.

14.Warrants must show: (i) the funds allocated; ¢ funds released; and (iii) the funds
now available after releases to various Departmant$ after revenues received and
collected to date.

15.All Warrants must be checked for accuracy and sigbg the designated senior
accounting officer and also must be submitted toekamined and signed by the
responsible Minister or other designated seniaceffof the Ministry.

16. Statements of Releases for Departments are thericséme Heads of Departments who
prepares and transmits Vouchers notifying the Hedd®levant Accounting Units by
Folio in relevant files, so that payment can be enad

17.Allocations and releases are detailed in Vote Baolk® other relevant deduction records
according to Heads, Subheads, Items, and Sub-Hterast out in the budget.

18.Each Item is recorded in one or more separate Bobtk pages.

19.For an action to be take in response to the redeaseProcurement Officer with
appropriate authority, acting in accordance with pnhocurement procedures as set out in
the Financial Rules, must make a signed request $gned commitment to be lodged in
the Vote Book, detailing the item(s) to be procuasd the amount required to pay for
the commitment.



20.1t is emphasized that this commitment must be madeccordance with all applicable
procurement rules of the law, including all apptieatendering procedures. A Tenders
Register is normally mandated for this purpose. &gy of the commitment is made in
the Vote Book by a responsible accounting officed anust indicate the amount of the
releases remaining after the commitment is made.

21.Vouchers for payment can only be prepared aftectimemitment process is followed in
line with the law and accounting prudence, whichniended to avoid exceeding the
amounts provided for in the budget and funds releas

22.Vouchers for payment received by Accounting Unitsthen checked by the Head of the
Accounting Unit for compliance with financial regtions and the availability of funds.
The Head must ensure that proper attachments, tsigsa bills, copies of contracts,
progress reports on projects, inspection approvatsl all other legal requirements
accompany the voucher BEFORE payment is made.

23.Then, Schedules of Accounts are attached to docisni@npayment and entered into the
Vote Book. Details of amounts must be clearly shamd correct balances must be
detailed under each item entered for payment.

24.Vouchers that are verified are then sent to the Braych for a final round of checking
and then for the preparation of cheques.

25. A Cheque Register must be kept of all chequesvedand paid by the Accounting Unit,
and copies of all payment vouchers must be kepttHer public records for periods
designated by law. This might be up to 60 yearsame cases, and usually is not less
than 20 years.

26.Vote Books are examined regularly and figures olethiby officers of the Budget
Section for preparation of an Expenditure Statement

27.This statement is used for decision-making by Budgelysts and copies are also sent
to senior accounting Officers for use in ensurimg &accuracy of the accounts as relevant.
Budget analysis is based on the entire set of nsatéésed in this Manual regarding the
economy, efficiency and effectiveness of the pubkpenditures incurred. This is a vital
step in the procedures set out for generating vimuéhe public from expenditure of its
funds, and in particular must address all issuanarket failure as specified if they are to
guide the development process.



28.This statement is also sent to the Ministry of Ro&for their records, for the conduct of
accounting audits as mandated by law, and for arslgnd use in decision-making,
regarding: (i) future plans; and (ii) to guide respe to future requests for allocations and
releases. The Ministry responsible for Developnflainning should also have routine
access to these reports.

29.The process includes provision for virement anddfer of funds to address the situation
in which funds available might be insufficient teet the approvettems of Expenditure
as mentioned above and detailed in the budget.

30. Adjustments of allocations and related virement &adsfer of funds due to insufficient
funds under approved Items of Expenditure can beasted from the Budget Section.
This is usually done only to facilitate urgent pagnts that must be made.

31.These adjustments must be recorded in relevant Books, Schedules of Accounts, and
other relevant documents.

32.Supplementary allocations may also be needed dueftweseen circumstances, such as
disasters, increases in payments to public uslitier other government decisions.
Sometimes, these government decisions are senhdyMinistry of Finance. Such
supplementary allocations must be added to preatiasations for the year and relevant
accounting recorded prepared and updated to réflent and the expenditures incurred.

33.To ensure the accuracy of all public recoladernal Auditors are required by law and
are mandated and authorized to make regular chac#isreviews of the accounting
records in all government departments.

34.These Internal Audits are designed to ensure camgd with the financial rules and
regulations, as set out in law such as the Exchrempue Audit Act, the Finance Act, and
all related legally issued instructions. They ds®anade and signed to ensure accuracy
of the final figures.

35.For this purpose, copies of all vouchers, schedafeAccounts, and all mandated and
necessary attachments used for payment of govetnmenies must be lodged at the
Final Accounts Section.

36.These documents are checked and rechecked, andasiz@avith adequate labelling to
meet professional accounting standards, such asntemational Financial Reporting
Standards (IFRS). The purpose is to ensure eairitgpand retrieval.

37.They are then also stored in appropriate cabimetssaults for easy tracking and retrieval
when the Internal Auditors and the Auditor Gener&@lepartment demands them.



38.Details of revenues collected as also summarizedl kapt at the Final Accounts
Department.

39.At the end of the financial year, the Budget Offecenust independently examine all
Vote Books, obtain all figures, and prepare a tedaaccounting report of all final
expenditures — often called a Final Expendituréectant.

40.Reconciliation of all Vote Books, payments, andeipts must be done and a special
Reconciliation Department exists for this purpodéere necessary, final adjustments,
presented in the form of a statement of transferir@ment of releases, must be done to
ensure that the correct figures are obtained abdhgted to all relevant sections and
departments of the government, such as the Mingdtfinance for use in preparation of
final accounting reports and budget analysis.

41.The Minister of Finance would then submit a regdortthe Auditor General using the
reconciled expenditure figures, for the purposeanfexternal accounting procedure,
mandated under the Exchequer and Audit Act andgsiin reporting to Parliament.

42.Regarding the ‘external accounting’, the Auditorn€el has the power to obtain any
information necessary from government accountingwand from any impinging source
in order to ensure that funds for any year has leegpended in accordance with the law.

43.However, it is the work of internal budget analyarsd the external PER to determine
whether or not the funds spent meet the ‘valuasfoney’ standards determined by
economic analysis and other analysis developedtivgr alata domains, and to inform
updates of the MTEF or future budgeting accordingly

Budget Analysis, the MTEF and the PER
44, Starting from the perspective of the efficient eégublic assets and financial resources,
an important step in the public accounting procesise work of internal budget analysis,
applicable to all action units in the government.

45.Budget analysts must examine expenditure pattemnsughout the budget year to
determine: (i) whether the expenditure patterns @metrack to match the planned
expenditures, and eventually does so at the eritleofear — i.e., on track to feature a
sufficient degree of economy; (ii) whether the engiure patterns are on track to
employ the best technologies available during tharyat optimal cost, and eventually
match at the end of the year — i.e., on track &iuie a sufficient degree of efficiency
with respect to th@rovision of public services at a reasonable qualitd costand (iii)
whether expenditure patterns are on track to aehibe goals and objectives of the
MTEF and the long term plans — i.e., on track tatdee a sufficient degree of
effectiveness.



46.Early in the budget cycle, the budget analysts ramatnine the procurement procedures
and plans as well as the absorptive capacity af tkepective units, and must issue a
justified alert their respective units and deparita@bout the sufficiency of both of these
available implementing capacity, and the likely gested) impact on economy,
efficiency and effectiveness as described above.

47.At the end of the budget cycle, the budget analysisst examine the procurement
procedures and plans as well as the absorptiveitgd their respective units, and must
issue a justified analysis to their respectivesiaitd departments about the sufficiency of
both of these available implementing capacity, #mel outturn in terms of economy,
efficiency and effectiveness as described above.

48.The analysis of effectiveness must address alessfi market failure as specified if they
are to guide the development process. Hence thgebuwhalysis must be based on the
accounting data and on supplementary administratigestatistical data.

49.These budget analyses must be sent to the Mire$tRynance for their records, for the
conduct of accounting audits as mandated by lad,fananalysis and use in decision-
making, regarding: (i) plans for the public sectvestment program in the medium term
and long term plans; and (ii) to guide responsdutare requests for allocations and
releases. The Ministry responsible for Developnflainning should also have routine
access to these reports in its efforts to guidésiavs of the MTEF and the long term
plans shaping the future of the country.

50.The PER does the same thing as a complementamnakteview process. Like all other
budget functions, it is also informed by the repat the budget analysts. It differs only
with respect to the scope of the analysis and thanized inclusion of all stakeholders.

51.Regarding the scope, the PER differs in scope standard internal budget analysis in
that it might need to revisit, and even review aadse, the models and forecasts used to
prepare the long term plans, the MTEF and the bisddeternal responsibility for such
functions is usually reserved for the modellingfstd the Ministry of Planning and the
Ministry of Finance.

52.1In these respects, the relevant Ministry staffhef tountries in the projects would at best
have developed an integrated expenditure framewarding a multi-sector
macroeconometric model that can project (forecth&t)rate of growth of the economy,
consumption and investment, and inflation, amongeovariables, as well as the rate of
growth of the sectors of the economy that are ebgpeo drive achievement of economy-
wide goals.



53.Such forecasts must be consistent with the praojestof the rate of unemployment, the
debt to GDP ratio, the monetary sector targetsexternal balances and the social sector
targets of the economy, including the poverty eatd the extent of inequality.

54.Correspondingly, the macroeconometric model woudth de used to generate related
projections or forecasts of revenues, expenditianed,relevant fiscal balances, which are
consistent with the above real sector projectiohsvell as the monetary and external
balances and the methods of financing the soctébstargets of the economy.

55. Notwithstanding the internal coherence of the nucaérdata generated from the
modelling framework developed and used by govertirfenplanning and the budgets,
and notwithstanding the role of government as leafiehe PER process, the dialogue
process used by a PER must allow stakeholderdllittocand use reviews and revisions
of the model, or scenarios developed with it, asessary enable a probing national
policy dialogue that might also inform negotiationgh external stakeholders, such as
the IMF or the World Bank. Policy analysts would normally have such flexibility.

56. Multi-sector models are required, including repreagons of the education and health
sectors, because they allow numerical representatiothe key behavioral dynamics,
important inter-sector linkages, and the causalhaeisms that transmit the effects of
government spending to income and prices, and ¢éhémdhe sectors of the economy,
unemployment and the debt to GDP ratio.

57.Macroeconometric models are most likely, becausg #re by far less complicated and
less expensive than the alternative computablergemguilibrium models that might
also be used and the statistical precision of gtenates of their impact parameters are
known.

58. At the same time, they still capture and illumintdte main interactions of the economy
and society, allow for ex-ante and ex-post scenanalysis of policy effects, and for
relatively straightforward rescaling and elabonatio meet policy needs.

59. Macroeconometric models can also represent theangfaxogenous factors such as oll
price changes and the operation of the law of denrathat context, which is to say the
process of competition that leads to equilibraficgntegrating) behavior in the economy
when shocks occur.

60.1f the PER Team deems it necessary, then in prepaach a model, the main rule is to
start from a simple and small model and then ektleat as the exercise proceeds.



