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IMMOVEABLE ASSET MANAGEMENT MR NB LANGENHOVEN)
MOVEABLE ASSET MANAGEMENT (MS N EBRAHIM)

SUPPORTING AND INTERLINKED FINANCIAL SYSTEMS (MR A EASTIAANSE)
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THE PROVINCIAL AUDITOR
MASTER RECORDS OFFICIALL AINANCIAL MANAGEMENT

1) STATUS OF NATIONAL TREASURY INSTRUCTION NOTE 32 OF 2011; AND

2) ISSUANCE OF NATIONAL TREASURY CIRCULAR: POSTPONING IMPLEMENTATION
OF SUBPARAGRAPH 3.9.4 OF INSTRUCTION NOTE 32: ENHANCING COMPLIANCE

MONITORING AND IMPROVING TRANSPARENCY AND ACCOUNTABILITY

IN

SUPPLY CHAIN MANAGEMENT (SCM), DATED 31 MAY 2011

1.  PURPOSE

1.

of;

The purpose of this communique is to inform departments on the requirements

a) The current status in the Provincial context of the implementation of Nationai

Treasury's Instruction Note 32 of 2011, and

b) To disseminate the attached National Treasury Circular

lincluded as

“Annexure A").
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2.2

2.3

2.4

2.5

BACKGROUND

Since the issuing of Instruction Note 32 on 31 May 2011 and rendering of
provincial comments at various stages, Nafional Treasury Circular dated 28
September 2011 was issued, postponing paragraph 3.3, 3.4 and 3.5 of the
Insfruction Note. Subsequent to this, Nationai Treasury Circular dated 24 Aprii
2012 (aftached Circular) was issued, postponing the implementation of sub-

paragraph 3.9.4.

The Provincial Treasury submitted comments in writing and met with the
National Treasury regarding our concerns in respect of the Instruction Note and
afforded National Treasury an opporiunity fo interrogate the concerns o which

it issued a revised Instruction Note for comment.

Whilst we have tabled our concerns/ comments to the revised Insfruction Note
the National Treasury has to date not issued the final Instruction Note 33 { the
revised version of Instruction Note 32, nor responded to our concerns/

comments.

Therefore the sections under dispute have nof been taken up in the revised

Provincial Treasury Insfructions (PTIs) issued 28 March 2012.

Taking cognisance of the above, the following requirements cf Instruction Note
32 are reflected in the Table hereunder depicting the extent to which the
requirements of NT Instruction Note 32 has been taken up in the PTls, and what
the current Provincial requirements are as well gs those which have been
postponed by National Treasury and those that have not been implemented

by the Province including the reasons for non-implementation.
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2.6

3.

3.1

3.2

3.3

3.4

3.5

It should be noted that the National Treasury has in the interim amended the

requirement of sub-paragraph 3.9.4, unpacked further in paragraph 3 below.

POSTPONEMENT OF THE IMPLEMENTATION OF SUB-PARAGRAPH 3.9.4

Following consultations with departments and Provincial Treasuries by the
National Treasury, it was found that the implementation of sub-paragroph 3.9.4
was problematic. The National Treasury has therefore taken a decision fo
posipone the implementation of the abovementioned paragraph pending the

issuance of arevised instruction note.

Sub-paragraph 3.9.4 reads as follows:

"Any deviation in excess of these threshelds (20% or R20 million in respect of
constfruction related goods, works and/ services and 15% or R15 million in
respect of ali other goods and/ services, whichever is the lower amount] will
only be allowed subject to the prior wriften approval of the relevant freasury.
Whilst provision is made for deviafions, it is imperative fo note that requests for
such deviafions may only be submitted fo the relevant freasury where good

reagsons exist.”

The requirement has however in the interim been amended, where institutions
are required to forward motivations for all expansions/ extensions in excess of
these thresholds {menfioned in 3.2 above] o the Provincial Treasury and to the
Auditor-General within 10 {ten] working days after the Accounting Officer or

Accounting Authority has granted approval for the deviation.

The Provincial Treasury will scrutinise such reports and take appropricte action

where deemed necessary.

Reporis sent to the Provincial Treasury will assess the case against current policy
and prescripts and insfitutions should note that the Provincial Treasury wiil only

provide a written response if any findings of non-compliance are noted.

page 8of 9



3.6 Cases submitted fo the Provincial Treasury must address the following key
criteria and Departments are requested o submit such cases in the attached

format (Annexure B).

4, REQUEST
4.1  Accounting officers / accounting authorities are requested to:
(a] NMNofe and adhere 1o the requirements of this Circular; and
(b)  Ensure that the content of the Circular is brought to the attention of all

relevant officials within their institufion and schedule 3A and 3C public

entities reporting to their executive cuthorities.

NADIA EBRAHIM

DIRECTOR: PROVINCIAL AND LOCAL GOVERNMENT SCM
DATE: 2/ /0 6 [20/2
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nationa: treasury

Degarimeant;
National Tressury
REFUBLIZ OF SOUTH AFRIGA

Eng: Jeyre! Scobramanian Tel: 012 315 5336 Fax:012.315 5343 EmailJeyrel Soobramanian@ireasury Gov.za

TCALL: ACCOUNTING OFFICERS OF DEPARTMENTS AND

CONSTITUTIONAL INSTITUTIONS

ACCOUNTING AUTHORITIES OF SCHEDULE 34 AND 3C
PUBLIC ENTITIES

HEAD OFFICIALS OF PROVINCIAL TREASURIES

SUPPLY CHAIN MANAGEMENT CIRCULAR

POSTPONING  IMPLEMENTATION OF SUB-PARAGRAPH 394 N
CINSTRUCTION NOTE NUMBER 32 DATED 31 MAY 2011, RELATED TO
ERNHANCING COMPLIANCE MONITORING AND IMPROVING THRANSPARENCY
AND ACCOUNTABILITY IN SUPPLY CHAIN MANAGEMENT (SCW)

1.2

22

2.3

PURPOSE

This Circular serves to inform accounting officers and accounting authorities that sub-
paragraph 3:8.4 in Instruction Noie Number 32 dated 31 May 2011 has besen
postpened f&f imilementation,

This postponement shall be for the period up until a revised Instruction Note is
issued.

BACKGROUND

On 31 May 2011, the National Treaswry issued instruction Note No. 32 to, amongst
others, improve accountability and provide supply chain management directives to
accounting officers of depariments and constitutional instititions and to accounting
authorities of public entities listed in Schedules 3A and 3C o the Plblic Finange
Management Act (PFMA), 1889 {Act No. 1 of 1990}

On 28 September 2011, the National Treasury issued a Circular postponing
impiementation of paragraphs 3.3, 3.4 and 3.5 as contained in Instruction Note 32
dated 31 May 2011 pending the issuance of a revised Instruction Note.

After consultation with deparfments and provincial treasuries,; it has since come o
light that sub-paragraph 3.8.4, as coniained in instruction Note 32 dated 31 May
2011, is also problematic for implementation,



Postponing Implementation of sub-paragraph 3.9.4 in Instruction Note No. 32 dated 31 May

2011, refated to enhancing complance moniforing and improving transparency and
accountability in Supply Chain Management (8CM)

3.2

3.3

34

3.5

5.2

POSTPONEMENT OF IMPLEMENTATION

Taking cognisance of paragraph 2.3 above, sub-paragraph 3.9.4, as contained in
Instruction Note No. 32 dated 31 May 2011 is also postponed for implementation
pending the issuance of a revised instruction Note.

The sub-paragraph in question reads as follows:
Sub-paragraph 3.8.4

Any deviation in excess of these thresholds will only be aflowed subject to the prior
written appraval of the relevant treasury. Whilst provision is made for deviations, it is
imperative to note that requests for such deviations may only be submitted fo the
refevant ireasury where good reasons oxist.

Institutions are, however, required to forward motivations for all expansions in excess
of the thresholds to the relevant treasuries and to the Auditor-General within 10 (ten)
working days after the Accounting Officer or Accounting Authority has granted
approval for the deviation.

Such motivations must include, ameng others, the contract number, the description
of the contract, the name of the contractor, the original contract amount, the value
and percentage of the deviation and'the reasons for the deviation.

The relevant treasuries will scrutinize such reports and take appropriate action, if
deemed necessary, This may include the investigalion of any system cof financial
ranagement and internal control in terms of sections 6(2)(e} and 18(2)H of the
PFMA and the institution of financial misconduct proceedings in terms of Chapter10
of the PFMA and Chapters 4 and 33 of the Treasury Regulations.

STATUS OF INSTRUCTION NOTE NUMBER 32 DATED 31 MAY 20114

With the exception of paragraphs 3.3, 3.4, 3.5 and sub-paragraph 3.8.4 all other
provisions in Instruction Note No. 32 dated 31 May 2011 are still effective until a
revised Instruction Note is issUied. '

APPLICABILITY

This Circular applies to alf depariments and constitutional institutions and to public
entities isted in Schedule 3A and 3C to the PFMA.

CISSEMINATION OF INFORMATION CONTAINED IN THIS CIRCULAR

Head Officials of Provincial Treasuries are requested to please bring the contents of
this Circular to the atlention of all accounting officers of their respective provinciat
departments.

Accounting officers of national and provincial departments are requested to piease
bring the contenis of thie Circular to the attention of accounting authorities of all
Schedules 3A and 3C public entities reporting to their respective executive authorities,



Fostponing implementation of sub-paragraph 3.9:4 in Instruction Note No. 32 dated 34 May
2011, related fo enhancing compliance monitoring and improving transparency and
accountability in Supply Chain Management {SCM)

7. NOTIFICATION TO THE AUDITOR-GENERAL

A copy of this- Cireular will be forwarded to the Auditor-General for notification,

ACCOUNTANT-GENERAL

DATE: 25 {g:;} L § WA

Jan2312(k)
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