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GUIDELINE ON VIREMENTS: SUPPLEMENTARY INSTRUCTION ON COMPENSATION OF
EMPLOYEES

1.

PURPOSE

Treasury Circular No. 23/2006: Guidelines on virements, provides a uniform
interpretation and application of section 43 of the Public Finance Management Act,
1999 (Act 1 of 1999) (PFMA): Virement between main divisions within a vote, as
currently applied in this Province.

The purpose of this circular is to provide an additional Treasury instructions regarding
the treatment of shifts pertaining to compensation of employees (CoE).

BACKGROUND

The recent developments relating to —

— the continued constrained economic and fiscal situation, due to the weakened
outlook for the global economy;

— the downward revision to South Africa’s growth forecast for 2016 by the
International Monetary Fund;

— the severe drought;

— adepreciating rand;

— expected interest rate hikes and market volatility; and
— increased debt service costs

resulted in National Cabinet endorsing stronger measures to restore a sustainable
fiscal path, which included baseline reductions to the Provincial Fiscal Framework.



As per the Provincial Cabinet’'s memorandum and accompanying resolutions on
Changes to the Provincial Fiscal Framework, discussed and adopted by the Provincial
Cabinet on 26 January 2016, Provincial Cabinet approved that specific cuts to
personnel budgets be applied to the 2016 MTEF budgets of line departments. This
include maintaining the current levels of fiscal reserves, locking of PERSAL, personnel
expenditure ceilings, measures to address inefficiencies in the personnel system and
manage personnel (headcounts and quantum). As part of creating a sustainable
fiscal base, no further shifts away from CoE, without the prior approval of the
Provincial Treasury, in 2015/16 and over the MTEF will be allowed, and departments
must remain within the approved CoE ceilings.

3. DISCUSSION

Section 43(1) of the PFMA empowers the accounting officer of a department to utilise
a saving in the amount appropriated under a main division within a vote towards the
defrayment of excess expenditure under another main division within that same vote,
unless the relevant treasury directs otherwise. National Treasury Regulation 6.3.1(q),
however, limits the use of savings pertaining to CoE, subject to treasury approval.

This supplementary Treasury Circular will now limit any increase or decrease of funds
allocated to CoE in a financial year, whether the shifts take place within or between
programmes. Any shifts in CoE requires the Provincial Treasury’s prior approval.

4. ACTIONS REQUIRED

In terms of this Circular and due to the reasons under Paragraph 2: Background,
above, the following will now apply to CoE:

For purposes of section 43(1) of the PFMA the aggregate amount of compensation
of employees in a vote may not be increased or decreased without the prior
approval of the Provincial Treasury. In addition no shifts, without the Provincial
Treasury’s prior approval, to or from CoE is permitted (within or across programmes).

Virement of funds from compensation of employees to fransfers and subsidies for
the payment of severance/exit packages are excluded from the provision.

5. ACTIVE DATE

The amended Virement Rule pertaining to CoE as per this Treasury Circular will be
, effective from Tuesday, 26 January 2016.
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