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ANNUAL FINANCIAL STATEMENTS 2010/11:DISCLOSURE OF CASH AND CASH
EQUIVALENTS

PURPOSE

I

To provide Accounting Officers and Chief Financial Officers with additional
guidance pertaining to the compilation and finalization of annual financial
statements for the 2010/11 financial year.

BACKGROUND

2.

Departments compile the 2010/11 AFS in terms of the Deparimental Financial
Reporting Framework Guide for the year ended 31 March 2011 issued in terms of
the PFMA by the National Treasury: Office of the Accountant General.

The Provincial Treasury analysed the guidance provided in the Deparimenial
Financial Reporting Framework Guide 2010/11, Chapter 4, paragraph 15 and
established that guidance on the disclosure of disbursements as part of Cash and
Cash equivalents is unclear.

CASH AND CASH EQUIVALENTS DISCLOSURE REQUIREMENT

4.

The prescribed accounting policy on cash and cash equivalents contained in the
2010/11 Word template reads as follows:

“Cash and cash equivalents
Cash and cash equivalents are carried in the statement of financial position at cost.

Bank overdrafts are shown separately on the face of the statement of financial
position.

For the purposes of the cash flow statement, cash and cash equivalents comprise
cash on hand, deposits held, other short-term highly liquid investments and bank
overdrafts.”



5. Cash and Cash equivalents in Chapter 6 of the Departmental Financial Reporting
Framework Guide as prescribed includes:

- bank account balances

- Cash awaiting banking

- Petty cash/imprest floats

- Cashin transit

- Short term deposits

- Deposits at call, and

- Other highly liguid investments that are readily convertible to cash on hand at
the entity's option.

6. For the 2009/10 AFS NT OAG confirmed that the balance of disbursements account
will have to be netted off against the paymaster general account and the net
balance must be disclosed as cash and cash equivalents (debit balance) or bank
overdraft (credit). To maintain consistency the following examples illusirate the
disclosure requirements that should be applied for the 2010/11 AFS:

Scenario |
Department X
Paymaster general account R3456700 a
Disbursements (R1 900 300) b
Short term investments R3 800989 ¢

Disclosed in the AFS (Statement of Financial position) as follows:

Cash and cash equivalents R5357 389 (atbtc)

Scenario 2

Department Y

Paymaster general account R 50 000 a
Disbursements (R600000) b
Short term investments R859 000 c

Disclosed in the AFS (Statement of Financial position) as follows:
Cash and cash equivalents R859 000 (c)
Bank overdraft (R650 000) (a+b)



Scenario 3

Depariment Z

Paymaster general account (R258000) «
Disbursements (R600000) b
Short term investments R859 000 c

Disclosed in the AFS (Statement of Financial position) as follows:
Cash and cash equivalents R859 000 (c)
Bank overdraft (R858 000) (a+b)

The accounting policy for cash and cash equivalents in the current year is
consistent with prior year, however has not been consistently applied by
departments in the 2009/10 financial year. The relevant 2009/10 AFS information will
have to be assessed and restated if it is not in line with the above analysis.

REQUIRED
7. CFQOs are requesied to check that the abovementioned issue has been addressed

in their final set of financial statements before submission to the AGSA on 31 May
2011.

APPRECIATION
8. The Provincial Treasury wishes to express its gratitude to all officials who have

provided feedback, comments and inputs during the challenging period of
compiling the AFS and wishes them well with their 2010/11 audits.

M.

PROVINCIAL ACCOUNTANT-GENERAL
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