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2006 CASH FLOW FORECASTS and 2006 PROVINCIAL 
BUDGETS

Purpose

The Purpose of this Circular letter is to:
1. advise National Departments, Statutory Authorities and Provincial

Administrations (agencies) of their responsibilities in providing Treasury with
detailed cash flow forecast to enable Treasury to plan 2006 warrant release,

2. request Provincial Administrations to provide their Budgets as soon as possible
and to provide assistance to Local Level Governments (LLGs) in preparing their 
budgets,

3. foreshadow a letter, to be sent to each agency, advising the agency of its 2006
Staffing Ceilings, and 

4. advise agencies to revise and submit their Work Plans, and Implementation
Schedules (for projects), for implementation against the level of resources
appropriated by the National Parliament to each agency in the 2006 Budget.

Background & issues

It is important for the Department of Treasury to be able to gain a good
understanding of the cash flows required by agencies throughout the upcoming
budget year to enable Treasury to plan the release of warrant through the year to 
strike an appropriate balance between meeting the needs of agencies, where
possible, and ensuring that domestic borrowing remains within parameters set by
the Medium Term Fiscal Strategy (2002-2007) and the Medium Term Debt
Strategy.
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The 2006 National Budget has now been passed by the National Parliament and,
as provided for under the Organic Law on Provincial and Local-level Governments
(s. 141) and under the Public Finances (Management) Act 1995 (s. 65A), Provincial
Administrations and LLGs need to bring forward their respective Budgets as soon 
as possible.  Early provision of Provincial and LLG Budgets ensures that each
Provincial Administration and LLG has its appropriated funds early in the budget
year and it also avoids the need for ‘supply budget’ arrangements to be entered
into.

On the basis of the 2006 Budget and taking account of the 2005 Retrenchment
and Retirement Program, Treasury will write to each agency, later this year,
advising that agency of the staffing level that funding has been appropriated for in
2006.

Agencies that have based Work Plans (and Implementation Schedules) on the level
of resources sought in their 2006 Budget Bids, should ensure that they now
revise those Plans and Schedules, where necessary, to ensure that they can
undertake the highest priority functions within the resources appropriated to
them in the 2006 Budget.

Key Issues for Action by Agencies

Cash Flow Forecasts

To assist Treasury in planning its Whole of Government Cash Flow Forecasts,
each agency should prepare, on the basis of its 2006 appropriations, a cash flow
forecast for Personnel Emoluments and Goods & Services, on a monthly basis, to
best reflect the cash flow requirements over the year. 

Treasury will use this information, along with information on other expenditures,
revenues and debt parameters to establish, on a monthly basis, the amount of
cash available and ensure warrants that can be released, to meet fixed costs for 
that month, with the balance to meet agency cash flow requests, where possible.

Treasury recognizes that these cash flow forecasts are estimates and that cash 
flow requirements for the year may change.  However, it would be appreciated if 
agencies could provide firm forecasts, at least for the first quarter of 2006.

Warrants for the recurrent budget are released progressively over the course of
the year to allow for appropriate cash management and to guard against
overspending by agencies. Treasury recognises that in some circumstances this is
not appropriate and some flexibility is needed.  Agencies with one-off or other 
items requiring irregular release of warrants are encouraged to contact Treasury
as soon as possible.

While it is preferable for agencies to provide the cash flow forecasts to Treasury
before the end of December 2005, all agency cash flow forecasts, covering the 2006 
Budget year, should be with Treasury before 20 January 2006.
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Provincial and LLG Budgets

Provincial Administrations and LLGs are reminded that given the 2006 National
Budget has now been passed by the National Parliament, individual Provincial
and LLG Budgets should be submitted to the Treasurer as soon as possible.  In
any event, Provincial and LLG Budgets should be submitted to the Treasurer for 
his consideration before the end of this year.

While ‘supply budgets’ have been agreed in previous years, there is no guarantee
that the Treasurer will agree to the issuing of supply budgets in 2006.  Provincial
Administrations and LLGs have been aware of their individual ‘preliminary budget
ceiling’ since early June this year.

Just as the preliminary budget ceiling provides the basis for national departments 
and statutory authorities to formulate their budget bids (i.e. submissions), it 
should also be used by Provincial Administrations to guide the formulation of
draft Provincial and LLG budget bids.

Provincial Administrations should also be providing assistance to LLGs to ensure
that LLGs are also able to submit their budgets to the Treasurer in a timely way.
Where individual LLGs are having problems formulating their budgets, the 
responsible Provincial Administration should contact Budgets Division within
Treasury so that advice on what assistance might be available can be discussed.

In past years, there have been instances where LLGs have not submitted their
Budget bids until late April.  This causes a number of problems both for Treasury
in planning Whole of Government cash flows and for the LLG in question in that 
one third of the year has passed before it has access to its appropriated level of
funding.

Funded Staffing Levels

There has been considerable work done by Treasury with agencies over the 2005
year on reaching an agreed level of staffing that should be affordable within the
2006 Budget appropriations. On the basis of that work, the determination of the 
2006 Budget and the outcome of the 2005 Retrenchment and Retirement 
Program, Treasury will be writing to agencies to advise them of the amended
staffing levels to be funded in 2006. 

Agencies should be aware that these staffing levels may differ from the
‘Establishment’ levels agreed with the Department of Personnel Management. It is 
expected that these letters will be sent out later this year. 

Work Plans and Implementation Schedules

In handing down the 2006 Budget, the Government has struck a balance between
what was requested by agencies, the requirements of the Medium Term
Development Strategy (2005 – 2010) (i.e. expenditure priorities) and the need to
maintain prudent financial management of the economy.
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In that sense, many agencies have received less funding than they requested and 
these agencies need to amend and revise their Work Plans and, where 
appropriate, their Implementation Schedules, to take account of the reduced level 
of resources allocated to them in the 2006 Budget.  Plans and Schedules should, 
where necessary, be amended for both the Recurrent and Development Budgets.  

It is also important that each agency ensure that, where necessary, these revised 
Work Plans and Implementation Schedules be accompanied by revised 
Performance Indicators when they are forwarded to Treasury.  This will enable 
better monitoring of expenditure by agencies against stated objectives, 
particularly during Quarterly Reviews.   

NINO SARUVA 
Acting Secretary 
Department of Treasury 


