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COST CONTAINMENT MEASURES

PURPOSE

1. The purpose of this Circular is two-fold, namely:

1.1 To inform accounting officers, accounting authorities and chief financial officers of
departments and entities of the Cost Containment Measures, as issued by National

Treasury in Instruction No. 03 of 2017/2018 (see Annexure A), dated 15 May 2017; and

1.2 To withdraw Treasury Circulars No. 22/2015 and No. 42/2016.



BACKGROUND

2.

10.

National Treasury issued Instruction No. 01 of 2013/2014 (Cost Containment
Measures) effective from 1 January 2014. In support of this Instruction, National
Treasury issued the Guideline on Cost Containment Measures effective from August
2014. Both the Instruction and the Guideline were disseminated to departments and
entities by the Provincial Treasury under Circular No. 22 of 2015 dated 4 June 2015.

National Treasury subsequently issued Instruction No. 02 of 2016/2017 (Cost
Containment Measures), which repealed Treasury Instruction No. 1 of 2013/2014 on
Cost Containment Measures and infroduced revised cost containment measures.

In addition to the above, National Treasury issued Instruction No. 03 of 2016/2017
(Cost Containment Measures related to Travel and Subsistence).

Both Instruction No. 02 of 2016/2017 and Instruction No. 03 of 2016/2017 came into
effect on 1 November 2016. These two Instructions were disseminated to
departments and entities by the Provincial Treasury under Circular No. 42/2016 dated
31 October 2016.

In Provincial Treasury Circular 42 of 2016, Departments and Entities were advised, as
an interim measure to continue applying their existing cost containment measures
based on NT Instruction No. 01 of 2013/2014 until Provincial Treasury advises
otherwise.

On 15 May 2017 National Treasury issued Instruction No. 03 of 2017/2018 which
repealed Instruction No. 2 of 2016/2017 on Cost Containment Measures and
introduced revised measures.

On 25 May 2017 National Treasury also issued Instruction No. 04 of 2017/2018 which
repealed Instruction No. 3 of 2016/2017 on Cost Containment Measures related to
travel and subsistence. Instruction No. 04 of 2017/2018 also prescribes revised cost
containment measures related to tfravel and subsistence.

a. In addition to the aforesaid paragraph, the Instruction No. 04 of 2017/2018 must
be read in conjunction with Instruction No. 02 of 2017/2018 that gives effect to
the National Travel Policy Framework.

b. Instruction No 04 of 2017/2018 was disseminated to departments and entities
by the Provincial Treasury under Circular No. 27/2017 dated 2 August 2017.

For ease of reference, paragraphs 2 — 8 are illustrated in tablet format marked as
Annexure C.

In Annexure B the new, amended and revised cost containment measures as issued
in NT Instruction No. 03 of 2017/2018, as compared to NT Instruction No. 01 of
2013/2014 are highlighted for consideration when revising Departmental cost
containment measures.



REQUIRED

11. Departments and entities are required to comply with the afttached Instruction
No. 03 of 2017/2018.

12. Departments and entities are required to note the withdrawal of Treasury Circulars
No. 22/2015 and No. 42/2016.

13. Departments and entities are required to please raise application and interpretation
issues on the cost containment instruction with Provincial Treasury for guidance.

%@

MR A HARDIEN
PROVINCIAL ACCOUNTANT-GENERAL
DATE: 4 September 2017




































Annexure B

COST CONTAINMENT MEASURES NT INSTRUCTION NO. 03 OF 2017/18

NEW/AMENDED REQUIREMENTS

Engagement of Professional services providers (consultants)

Paragraph 4.1 (Reworded - refers to “cost-effective alternative”)

Accounting officers and accounting authorities must ensure that consultants are
appointed only where this is cost-effective alternative to the utilisation of staff
employed by the department, constitutional institution or the public entity concerned.
The appointment of consultants must be supported by a motivated business case
setting out an analysis of the underlying skills gap and a diagnosis of requirements and
specified deliverables, as approved by the accounting officer (AO)/accounting
authority (AA).

Paragraph 4.2 (New requirement)

Bid documentation for the appointment of consultants must include a clause that
rates of remuneration will be subject to negotiation, not exceeding the applicable
rates as contained in the guidelines referred to in paragraph 4.3.

Paragraph 4.5 (New requirement)

Consultants must, where practical, be appointed on an output-specified basis,
subject to a clear specification of deliverables and associated remuneration. Where
consultants are appointed on a time and cost basis, this must be accompanied by
regular monitoring and reporting on activities, outputs and deliverables.

Paragraph 4.6 (Revised requirement)

Consultancy contracts must include overall cost ceilings by specifying whether the
contract price is inclusive or exclusive of fravel and subsistence disbursements.

Paragraph 4.7 (New requirement)

Accounting officers and accounting authorities may approve alternative travel and
subsistence arrangements for international consultants and expert advisors, taking
into account relevant cost-efficiency measures.
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Catering Expenses
Paragraph 4.9 (New requirement)

Accounting officers and accounting authorities must implement policies and
procedures to eliminate unnecessary catering expenses.

Paragraph 4.11 (Reworded - removed “out-of-fown officials”)

Notwithstanding the provisions of paragraph 4.10, departments, constitutional
institutions and public entities may incur catering expenses for official engagements
that last for five (5) continuous hours or more, including:

* The hosting of conferences, workshops, indabas, forums, recruitment interviews,
training sessions or hearings;

* Meetings related to commissions or committees of inquiry; or

* Meetings hosted by the AO/AA, including governance committee meetings.
Entertainment Expenses

Paragraph 4.13 (New requirement)

Entertainment allowances for AOs; AAs; CEOs or other persons in charge of public
entities may not exceed four thousand rand (R4 000) per person per year, unless
approved otherwise by NT.

Alcohol Expenses
Paragraph 4.14 (New requirement)

Expenditure on alcoholic beverages may not be included in the accommodation or
subsistence costs of employees of departments, constitutional institutions or public
entities or by persons appointed in terms of 12A of the Public Service Act, 1994.

Paragraph 4.15 (New requirement)

Expenses related to alcohol may not be claimed as part of reimbursable expenses,
including entertainment expenses by employees of departments, constitutional
institutions or public entities or by persons appointed in terms of 12A of the Public
Service Act, 1994,
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Expenses related to social functions and corporate branded items
Paragraph 4.17 (Reworded/added “sporting events” and “budget vote dinners”)

Accounting officers and accounting authorities must ensure that social functions,
team building exercises, year-end functions, sporting events, budget vote dinners and
other functions that have a social element are not financed from the budgets of their
respective institutions or by any suppliers or sponsors.

Paragraph 4.18 (New requirement)

Expenditure may not be incurred by departments, constitutional institutions and public
entities on corporate branded items of clothing or goods for personal use of
employees (other than uniforms, office supplies and tools of frade) unless costs related
thereto are recovered from those employees that are availed the items.

Paragraph 4.19 (New requirement)

Accounting officers and accounting authorities may incur expenditure to host
farewell functions in recognition of employees who:

* Retire after serving the department, constitutional institution or public entity for ten
(10) or more years; or

* Retire on grounds of ill health.
Expenses on newspapers and other publications
Paragraph 4.20 (New requirement)

Newspapers and other related publications for the use of employees must be
discontinued on expiry of existing contracts or supply orders.

Expenses related to telephone, cellular phones and data facilities
Paragraph 4.21 (New requirement)

Accounting officers and accounting authorities must implement policies and
procedures to effectively manage and monitor expenses related to telephones,
cellular phones and data facilities, including the recovery of costs for the private use
thereof by employees.
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Paragraph 4.22 (New requirement)

The allocation of cellular phones and data faciliies and the reimbursement of
communication related expenses must be managed in accordance with the
requirements associated with an employee's responsibilities rather than levels of
occupational positions.

Paragraph 4.23 (New requirement)

Accounting officers and accounting authorities may, subject to paragraph 4.24,
parficipate in the transversal term contract (RT15) arranged by NT for the acquisition
of mobile communication services. Documents related to this fransversal term
confract can be downloaded via the following web link:

http://www.treasury.gov.za/divisions/ocpo/ostb/contracts/default.aspx

Paragraph 4.24 (New requirement)

If accounting officers and accounting authorities decide not to participate in the
transversal term contract (RT15) referred to in paragraph 4.23, the AOs/AAs
concerned must report the discounts that will be achieved by their respective
institutions and obtain approval from NT prior to the conclusions of their mobile
communication services confracts. This information must be submitted to the NT via e-
mail to franversal.contracting@treasurygov.za.

NB: This information must also be submitted to PT via e-mail to
SCM.Helpdesk@westerncape.gov.za.

Note: In Treasury Circular 21 of 2012 dated 22 May 2012, PT provided a standard cell
phone policy to departments.

Where AOs and AAs decide not to follow the Treasury Circular 21 of 2012 or not
to participate in the fransversal term contract (RT15) for examples pool cell
phones, the AOs/AAs concerned must report the discounts that will be
achieved by their respective institutions and obtain approval from NT prior to
the conclusion of these mobile communication services contracts.

Expenses related to advertising
Paragraph 4.25 (New requirement)

Accounting officers and accounting authorities must exercise strict control of public
communication campaigns, publications and advertisements to ensure moderation
and cost-effectiveness. Vacancies must, where practical, be advertised through bulk
advertisements with minimal information related to the position. Detailed job
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Annexure B
specifications related should be provided on the website of the department,
constitutional institution or public entity.

Review of planned conferences and events
Paragraph 5.1 (New requirement)

Before approving the hosting of conferences or events, AOs and AAs must ensure that
the costs associated with such have been reliably estimated, cost-effective options
have been assessed and that sufficient budgeted funds are available to host the
conference or event.

Paragraph 5.2 (New requirement)

When assessing whether to host conferences or events, at least the following costs
must also be taken into account —

(a) Employee time for conference or event preparation and planning;
(b) Employee time for attendance at the conference or event or en route; and

(c) Any other costs referred to in paragraph 5.6 that are charged for the hosting or
running of the conference or event.

Paragraph 5.3 (New requirement)

When assessing cost-effective options to host conferences or events for 300 or more
delegates, AOs and AAs must take cognisance of the cost restrictions referred to in
paragraph 5.5.

Paragraph 5.4 (New requirement)

Accounting officers and accounting authorities must tfreat each conference or event
that is hosted as a separate project and all expenditure incurred by the department,
constitutional institution or public entity for hosting a conference or event must be
recorded against the relevant items associated with a project.

Hosting of conferences or events (within the borders of SA)
Paragraph 5.5 (New requirement)

Accounting officers and accounting authorities may proceed with the hosting of
conferences or events where the expenses related thereto do not exceed the rates
below (cost per delegate per day). The NT may periodically review these amounts.
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e 3Star-R350
e 4 Star-R480
e 5Star-R565

Inclusive of conference or event package, food and beverages excluding costs of
other services and items that conference or event organisers will require.

Paragraph 5.6 (New requirement)

For purposes of paragraph 5.5, the following services that are required by the
conference or event organisers are excluded from the costs referred to in 5.5 -

(a) Hiring of the venue, including the hiring of rooms for official business;
(b) Usage of audio visual and other equipment;

(c) Computer, fax, internet and telephone access;

(d) Printing;

(e) Outlays for conference or event preparation and planning;

(f)  Transportation of equipment or material to be showcased at the conference or
event;

(g) Speaker fees;

(h)  Administration expenses;

(i)  Translation and interpretation expenses; or

(i) Security costs to ensure the safety of attendees or dignitaries.
Paragraph 5.7 (New requirement)

Where expenses related to a conference or event exceeds the rates referred to in
paragraph 5.5 the AO/AO must obtain prior written approval from the relevant
treasury before proceeding with any arrangements related to that conference or
event. If such prior written approval is not obtained, the expenditure related thereto
shall be regarded as irregular expenditure and ex post facto approval may not be
granted by the relevant freasury.
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Paragraph 5.8 (New requirement)

When approaching the relevant treasury for approval in terms of paragraph 5.7
above, the AO/AA must, as a minimum, submit the following information —

(a) The nature of the conference or event;

(b) The target audience;

(c) The total number of anticipated delegates;

(d) The attendance cost per person;

(e) The breakdown of the conference or event expenses;

(f)  How the conference or event contributes to the mandate of the department,
constitutional institution or public entity; and

(g) How the conference or event contributes to the relationships with stakeholders.
NB: This information must be submitted to PT in a submission.
Paragraph 5.9 (New requirement)

Accounting officers and accounting authorities must exercise effective control of
conference or event expenses and avoid incurring non-essential expenditure by
identifying opportunities to maximise the use of government owned facilities and
resources, where available.

Attendance at external conferences or events (within the borders of SA)
Paragraph 5.10 (New requirement)

Accounting officers and accounting authorities must establish policies and
procedures to manage applications by employees to attend conferences or events
hosted by professional bodies or non-governmental institutions (external conferences
or events) held within the borders of SA, taking info account their merits and benefits,
costs and available alternatives.

Paragraph 5.11 (New requirement)

Accounting officers and accounting authorities may consider appropriate
benchmark costs with other professional bodies or regulatory bodies prior to granting
approval for an employee to attend a conference or event within borders of SA. Such
benchmark costs may not exceed R2 500 per employee per day. The NT may
periodically review this amount.
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Paragraph 5.12 (New requirement)

If the amount referred to in paragraph 5.11 exceeds R2 500 per employee per day,
the AO/AA may consider granting approval for employees of their respective
institutions to attend.

Paragraph 5.13 (New requirement)

The amount of R2 500 or the amount approved in terms of paragraph 5.12 excludes
costs related to tfravel, accommodation and related expenses, however includes the
following:

* Conference or event registration expenses;
* Incidental expenses; and

* Any other expenses incurred in relation to the conference or event.
Paragraph 5.14 (New requirement)

Accounting officers and accounting authorities must ensure that travel and
subsistence expenses related to their respective employees are consistent with NT
Instruction No. 04 of 2017/18 on Cost Containment Measures related to Travel and
Subsistence.

Paragraph 5.15 (New requirement)
When reviewing applications from employees to attend conferences or events within

the borders of SA, AOs and AAs must at least take the following into account —

(a) The employee’s role and responsibilities and the anticipated benefits of the
conference or event;

(b) Whether the conference or event addresses relevant concerns of the institution;
(c) The appropriate number of employees attending the conference or event; and

(d) The availability of funds to meet expenses related to the conference or event.
Paragraph 5.16 (New requirement)

Employees of departments, constitutional institutions and public entities must, where
applicable, take advantage of early registration discounts for conferences or events.

Paragraph 5.17 (New requirement)

Employees of departments, constitutional institutions and public entities may not
partficipate in conferences or events that offer inappropriate marketing benefits such
as laptops, tablets and other similar electronic equipment to attendees.
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Attendance at external conferences, events and study tours (outside SA)
Paragraph 5.18 (New requirement)

Accounting officers and accounting authorities must establish policies and
procedures for the approval of employees attending conferences, events and study
tours hosted by professional bodies and other governmental or non-governmental
institutions held outside the borders of SA (external conferences, events and study
tours), taking into account their merits, benefits, costs and available alternatives.

Paragraph 5.19 (New requirement)

Expenses related to the attendance of external conferences, events or study tours
may not exceed R60 000 per employee per conference, event or study tour. The NT
may periodically review this amount.

Paragraph 5.20 (New requirement)

If the amount referred to in paragraph 5.19 exceeds R60 000 per employee per
conference, event or study tour, the AO/AA may consider granting approval for
employees of their respective institutions to attend.

Paragraph 5.21 (New requirement)

The amount R60 000 or the amount approved in terms of paragraph 5.20 excludes
costs related to fravel, accommodation and related expenses, but includes costs
related to the following -

* Conference registration expenses;
* Incidental expenses; and

* Any other expenses incurred in relation to the conference, event or study tour.
Paragraph 5.22 (New requirement)

Accounting officers and accounting authorities must ensure that travel and
subsistence expenses related to their respective employees are consistent with NT
Instruction No. 04 of 2017/2018 on Cost Containment Measures related to Travel and
Subsistence.
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Paragraph 5.23 (New requirement)

When considering applications by employees to attend conferences, events or study
tours outside the borders of SA, AOs and AAs must at least take the following into
account —

(a) The employee’s role and responsibilities and anticipated benefits of the
conference, event or study tour;

(b) Whether the conference, event or study tour addresses relevant concerns of the
institution;

(c) The number of employees attending the conference, event or study tour is
limited to one (1), unless approved otherwise by the AO/AA; and

(d) Funds are available in the institution’s budget to meet expenses related to the
conference, event or study tour.

Paragraph 5.24 (New requirement)

Employees of departments, constitutional institutions and public entities must, where
applicable, take advantage of early registration discounts by seeking the required
approvals to attend well in advance of the conference, event or study tour.

Paragraph 8 (Revised)

In additions to the cost containment measures prescribed in paragraphs 4 and 5
above, AOs and AAs are urged to consider implementing additional cost
containment measures as contained in the enclosed Annexure A. Such measures are
considered necessary especially in light of the current economic realities.

REQUIREMENTS DROPPED

Engagement of Professional services providers (consultants)

The requirement to develop a consultancy reduction plans by 31 March of each year
has been excluded.

NB: This annexure serves as a guide to highlight new/revised cost containment
requirements.

ANNEXURE B: COST CONTAINMENT MEASURES NT INSTRUCTION NO. 03 OF 2017/18
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COST CONTAINMENT MEASURES

NT INSTRUCTIONS PT CIRCULARS
Instruction No. Effective date Status Circular No. | Effective date Status
Repealed by NTI No. 02 of Withdrawn by PT Circular
01 of 2013/2014 | 1J 2014 22/2015 4] 2015
or2013/ anuary 2016/2017 / une No. 29/2017
Repealed by NTI No. 03 of Withdrawn by PT Circular
02 of 2016/2017 | 1 N ber 2016 42/2016 31 October 2016
of201¢/ ovember 2017/2018 / crober No. 29/2017
R I NTI No. 04 of
03 0f 2016/2017 | 1 November 2016 | rePedied by NTINo. 040 27/2017 2 August 2017 ACTIVE
2017/2018
03 of 2017/2018 | 15 May 2017 ACTIVE 29/2017 4 September 2017 | ACTIVE
04 of 2017/2018 | 25 May 2017 ACTIVE 27/2017 2 August 2017 ACTIVE
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