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2. Introduction
The objective of this document is to outline the processes to be employed for the Bank Reconciliation by the Department.

The process described in this document has been developed with reference to the Public Finance Management Act no.1 of
1999 (PFMA) and Treasury Regulations and the responsibility lies with the Department to ensure that it complies with all
National and Departmental Rules, Regulations, Legislation, Policies and Procedures.

The process is presented in a Flow Diagram, followed by an explanation for each step involved in the process. The roles
and responsibilities of each role-player in the process are also defined.

The objective of the Bank Reconciliation function is to provide the facility to ensure that the actual cash balance agrees with
the bank balance and that all discrepancies are identified and followed up. Manual reconciliation must be kept to a
minimum (through the use of electronic interfacing).

The terms Bank Reconciliation and PMG Interface are often used interchangeably. They are two terms for the same process
of reconciling information on bank transactions received from PMG with the payments or deposits the Department has in its
own books.
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3. Flow Chart Components Description

e  Main process

e Sub-process

e Role-players

> ¢ Flow of tasks within the process
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4. Bank Reconciliation Process Overview
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5. Bank Reconciliation Process
5.1 Bank Reconciliation Process Flow
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5.2 Bank Reconciliation Process Description

The bank reconciliation process contains automatic interface transactions as well as user intervention. When cheques are
cashed at the bank or deposits are made, the bank «sends™ transaction text file to BAS. This information is processed into
the BAS automatically and this is referred to as an interface. If the transactions that interface from the bank match off with
their contra transactions, it will post automatically according to the transaction processing rules that are set up by the system
controller. If there is a discrepancy and the transaction does not match with a contra transaction, it will post to the relevant
Exception account and must be cleared to the correct account after the discrepancy has been resolved.

The person responsible for clearing the Bank Reconciliation or PMG Exceptions must obtain a bank statement from the
bank and then request Matching reports on the following accounts:
e Exception Account (This is a system controlled account to post all unmatched bank reconciliation transactions. This
account must be cleared on a monthly basis and must have a zero balance before month closure or year closure. This
account is Debited or Credited and the Pay Master General account is credited or debited.)

e Bank Adjustment Account (This account is used to post incorrect debits (debit Bank Adjustment and credit the
Exception Account) and incorrect credits (debit Exceptions account and credit Bank Adjustment account) received
from the bank.. These transactions will be cleared as soon as a reversal is received. (For a debit amount debit
Exceptions account and credit PMG Adjustment Account. For a credit amount credit Exception account and debit
Bank adjustment account.)

e Sal Persal EBT Control Account (This account is credited with Persal EBT payments (for example salaries and
pensions etc.), (debit Outstanding payments and credit Sal Persal EBT Control Account) and debited with bank
debits received (debit Sal Persal EBT Control Account and credit Pay Master General Account).

The online dialogue to clear exceptions can be accessed as follows:
On the BAS Main Menu, under Business.
Choose: Interfaces

Exceptions

Pay Master General.

On this window, choose the tape status of “PROCESSED”™ and click on resolve. Choose a specific transaction type and
click on List. This will list all the relevant exception transactions. Use the bank statement and the matching reports to
investigate the reason for the transaction to be an exception and take action.

5.3 Exceptions

The following possible scenarios might occur and possible solutions are provided.
5.3.1. Cheque exceptions

Cheque exceptions might occur because of the following reasons:

a) The department issued a manual cheque but the payment has not been captured in BAS yet. (This can be
determined by searching for the MICR number (cheque number) on BAS by using the Online Disbursement
enquiry.) This should be picked up by the bank. and the cheque should be dishonoured, but in some rare
cases it does happen that the cheque is paid by the bank.

Action to be taken:

The source documentation for this payment must be found and the payment must be captured and authorised
on BAS as soon as possible. Once this has been done and a disbursement number is allocated to the payment,
the exceptions can be resubmitted to the Cheques Payable option.

b) The cheque has interfaced with an incorrect amount. (This will be determined if the cheque number can be
found on the bank statement, but the amount is different than the amount captured on BAS. The online
inquiry can be used to determine this.) This should be picked up by the bank, and the cheque should be
dishonoured. but in some rare cases it does happen that the cheque is paid by the bank.

Action to be taken:
The exception should be resubmitted to PMG Adjustment account and the bank should be informed of the
mistake immediately. The bank will then send through a reversal and the correct transaction.
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c) The cheque has interfaced with an incorrect MICR number (cheque number). (This will be determined if the
amount can be found on the bank statement, but the MICR number is different to the number on the BAS.

The online inquiry can be used to determine this.)
Action to be taken:

The incorrect MICR number can be changed via the serial number change option and after authorisation, the

exception can be resolved to cheques payable..

d) The cheque is a Persal cheque and the cheque mapping was not done on BAS. (This will be determined if the
cheque number is found on the bank statement. The user has identified the cheque number as a Persal cheque
and then checked under Business. Interfaces. Interface mappings. The cheque number can be typed in and the

user click on List to find it. )
Action to be taken:

The mapping must be captured on BAS and then exception should be resubmitted to Cheques Payable option.

5.3.2. Deposit Exceptions

Deposit exceptions might occur because of the following reasons:

a) The deposit interfaced with an incorrect deposit number. (This can be determined by searching for the amount

on the bank statement and finding the problem.)
Action to be taken:

The deposit slip should be found and the deposit number needs to be verified. The incorrect serial number

can be changed and the exception can be resubmitted to the Deposit Account option.

b) The deposit confirmation was not done. (This can be determined by locating the deposit number on the bank

statement and checking online if the deposit number can be found.
Action to be taken:

The deposit slip should be found and the deposit details need to be verified. The deposit confirmation needs

to be done. The exception can be resubmitted to the Deposit Account option.

5.4 Bank reconciliation Statement

e Once all Interface Exceptions have been cleared. the Bank Reconciliation process needs to be finalised by

authorising the Bank Reconciliation Statement

The objective of the Bank Reconciliation function is to provide the facility to ensure that the actual cash balance
corresponds with the bank balance. After a month has been closed on BAS a Bank Reconciliation must be sent to

the CFO of the Department.

It is very important that the daily bank reconciliation must be done in order to check whether all the bank
statement transactions have been interfaced and if not, to log a call immediately to the Logik Call Centre to
investigate. The financial month must not be closed if all the transactions have not been interfaced and the bank

balance on BAS balance to the balance for the last day of the month.
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