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“INTERPRETATION OF PEMA, DORA AND TREASURY REGULATIONS VATH
REGARD TO ADVANCE PAYMENTS

. Your comespondencs dated 25 February 2000 vith regard {0 fhe abiove has
reference. | s

The Public Finance Management Act (PFMAY, 1999 (Act 1 of 1950 promotes
the objective of good ﬁnancéaé.-.-ma:nagemaﬂ% in.order. o maximise Servics
deiivery through the effective and efficient use of limited state resources.

Cne of the key objectives of the Aot Is 1o enable public sector mEnagers fo
- manage, but at the ‘same Hme holds them accountable for thelr financisl
- menagement decisions.

“in terms  of section 38(1)(a)i of the- PFUA, the accounting officer of a
‘department must ensure that his o her depadment has ang. maintaing
effective, efficient.and transparent systers of fingncial and sk management
and internal control, '

:,%aﬁm 35%1';}{%}};95-5}@ Act also makes accounting officers of departments
responsible for the effective, efficient, economical 3rd Iransparent tee of ther
espective departiment's resqurces,




B oy Lorrespondence: dated 18 February 2004 HiC 25 February 2008, # is
Lo indicated thas %he-_in-deﬁeﬁden% Development Trues (0T} mplements projecis
.07t behalf of government depariments, Actording 1o the Soniracts covEring
these engagements the DT acts as an- mplementing agerd for depariments
‘anrd consequently requires: departments 0 make initial advances based on

- projected cash flows '

- ncludes: avoiding propayments for goods and. Services (is. payments in
o atlvance of the receint of goods and Servictig, -_ﬁﬁf&ga-f&qﬁire& by contractyai
' _.-arfaﬂgﬁem&ﬁfs with the supplier”

8L in your “orespondence dated 18 February 2009 and 25 Febiuary 2009,

. concem is raised that chief financial. officers of certain departments asppear
reluctant o make advances. 1o the DT due o tha provisions of Treasury
- Reguiation 15101 200

“This reluciance 'i}y..-depéﬁme-ms;ag:é_pé.am 1o be impacting negatively on the
DT's ability to émg-i&maﬁi_'-m@f&m o behalfof departments, based or s
Usiness mode! referred fo in paragraph 6 abave.

L andfor services that. a' payment is made Ao behaif of the relevan

- deparkment). With 'ﬁ”s@{-%_em&y-'faiiwx%ﬁg this modus operandi. goventment
" depatbrients are therefore not prohibited from making initial advances, o/ the
DT as its contracted implementing agent.

pre.

. During discussions o 19 March: 2009, the IDTs Chief Financiat Officer

indicated that several provincial deparments had raised concem that fhe
“annual Division of Revenue Act | DORA} may prohibit the fronstering of funds

- ko the DT for mplementing projects. in-this regard, i is worthy of note that
money paid in termsof DORA are fegulated more specifically whereby the

- - pariicular schedule in-terms of whith B is Promuigated witt defermine the
. processes that should be faﬁ@wed_én-:%ch :_pazdz%w?ar_ case, Sugz;}%em&;}ﬁﬁg
sy 5-1:§am§'€mg for provinciaj functions are normaily not further regulated: and can be
T S .f;.‘agg}iied_ according o the preference of the authorised depariment, In'this




interpretation of Treasury Regulations and PEMA.
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. TTreasury Regulstion ﬁ&:%ﬁ:iﬁ'ﬁeaiing; with payments in shvence

;;}é%ié@:uiéaf Eﬁﬁ:%_;a?;éc%:a he 10T may be approached o rendar such senvices

-~ required tp,

?mmm, in.the case of specific purpose aliopations mate in terms of the
- oannual Division of Revenue Aot ﬁ;&_mﬁzﬁéﬁ@ﬂs'sﬁeaiﬁ@d shodd be complied
with in each case by the relevant province - Most imporiantly, provincial budget

L -approval should be In' place angd that $e published famework is compliad
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% %_:'; : imgj- g;ég_m }&?ﬂ?éﬁ;sjesﬁmﬁd ex;ﬁéﬂaﬁ{m«bﬁﬁg&maﬁ@s o your enguiry,

- with I this is.in place, # does not protibit or constrain & provincial depariment
1o engage the IDT as its. mplementing agent to execute projects In terms of

conditions that inay apply o the grant.

in the case of advances, if should however he noted that section 26(Z)(c) of

' the Division of Revenue Act, Zﬁi}g.;aquéws-imi & receiving officer may not

tramsfer any Schedule 5 or § affogations or & portion of such an altocation to

@y other entity for the performance of afunction unless:

_:-1_53} - he receiving - officer. has. certified 1o the National Treasury thet the

transfer is.not an atenipt to antificialiy inflate fts spending estimates
“rand that there are good ressons for ihe advance payment: and

T Aby: ?h&?éaﬂmag ?‘-’f@ééﬁ;ﬁ'ﬁ has approved the advance pavinent,

SUAveENAR

- CHIEF DIRECTOR: GOVERNANCE MONITORING AND COMPLIANCE
. DATE: 12 May 2008
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