Harmonization of Charts of Accounts and Budget Classification Segments
Meeting Minutes-7th,18th, July 2021
The financial reporting unit and the technical working group comprising FGS and FMS relevant colleagues held a physical meeting in Garowe from 7th-18th July 2021. The meeting was attended by representatives from the FGS budget department, FMS budget and treasury colleagues, PREMIS advisors, and RCRF PIU, as you can see in the attached attendance sheet.
The primary objective of the meeting is to harmonize the charts of accounts and budget classification segments and produce a standard reporting format to ease the consolidation work and ensure data consistency. The unification of the government’s accounting data is a building block for a sound budget management system and is considered the essential step towards broader public finance reforms. 

Puntland Minister of Finance Hassan Shire officially opened the meeting by welcoming all the participants after a quick introduction. The Minister highlighted the importance of the harmonization efforts and standard fiscal reporting towards debt relief and led better management and accountability through clarity, consistent presentation, and transparency of operations. In addition, Puntland Accountant General and DG Ministry of Finance encouraged the participants to exchange ideas and experiences related to the unification of charts of accounts and budget classification segments to produce consolidated fiscal data.

After that, the committee members had substantial technical discussions on economic codes classifications of revenue, expenditure, asset, liabilities, and capital. They have also expanded the discussions into other budget classification segments, namely location, fund source, program, and organization. During the process, team members removed the duplicate codes, improved code description, adjusted code numbering, and introduced new lines as deemed necessary. Also, the participants agreed to upload the charts of accounts into FMIS platforms and review the document every three years. Also, the preparation and execution of 2022 budget would be used the new agreed documents. 

 The following sections pointed out discussions and agreed points around the charts of accounts and other budget classification segments, namely location, fund source, program, and organization. Notably, the coding structure of economic codes and different budget segments deemed to be the accounts that are in full compliance with the Government Finance Statistics Manual 2014 (GFSM 2014). 
Economic Codes

This segment classifies government accounting data into revenue, expenditure, asset, liability, and capital with other sub-classifications based on the needs of the user and the nature of the entry. Regarding the economic segment, it has been agreed on the following key points as reflected in the final version of the charts of accounts.

· The turnover tax code of the revenue side collapsed into one line without further classifications. This tax charged the estimated gross sales of business payable by the persons without a business registry. 

· The grants from the foreign governments and international organizations are classified into current and capital- —the breakdown of each to be captured under program and fund source segments.

· The revenue collection commission proposed by the Puntland team has been renamed as administrative incentives.

· The technical team introduced new revenue, expense, and asset lines, including medical examination fees, court filing fees, DSA Allowance, the salary of para-military forces/city inspectorate, voluntary contribution, road construction, and contingency. Also, the team added different types of levy taxes imposed for various purposes. 

· The billboards owned by the government are recorded as rental income tax instead of advertisement fees. 

Fund Segment

The Fund Segment indicates the source of funding for the relevant expenditure and revenue transactions. The fund sources include domestic revenue and external assistance from foreign countries and international organizations. The team agreed to insert funding source-specific codes up to six-digit levels according to standard global Donor-Agency codes compiled by OECD. The coding of funding agencies should be drawn from the DAC code; where an agency is not identified in the DAC, it should be captured under the origin country and numbered sequentially. The below table provides an example format of this segment:
	Revenue
	External Assistance
	Funding Country
	Specific Agency

	1
	Revenue
	1
	Domestic
	11000
	Government Fund
	
	

	1
	Revenue
	2
	External
	12012
	UK
	1201201
	DFID

	1
	Revenue
	2
	External
	12302
	USA
	1230201
	USAID

	1
	Revenue
	2
	External
	12008
	Denmark
	1200802
	DRC

	1
	Revenue
	2
	External
	12006
	Italy
	1200655
	GIZ


Location Segment
The Location Segment code allows the expenditure made or revenue collection to be identified by geographic location, which benefits from the transaction. The participants agreed to unify the coding of the location up to a four-digit level. The first digit connotes The FGS or state government, where the second digit identifies the region and the last two digits numbered for different districts under the state. In the case of embassies, the last two digits recognized the Somali embassies in different countries.
	Entity
	Region
	District

	1
	Federal Government of Somalia
	11
	FGS
	1100
	FGS

	2
	Somaliland
	21
	Awdal
	2101
	Borame

	3
	Puntland State of Somalia
	31
	Nugaal
	3101
	Garowe

	4
	Jubbaland State of Somalia
	42
	Lowe Jubba
	4201
	Kismayo

	5
	Southwest State of Somalia
	52
	Bay
	5201
	Baidoa

	6
	Galmudug State of Somalia
	61
	Galgaduud
	6101
	Dhusamareb

	7
	Hirshabelle State of Somalia
	71
	Middle Shabelle
	7101
	Jowhar

	8
	Benadir Regional Adminstration
	81
	BRA and LG
	8101
	Hamar-weyne

	9
	Embassies 
	91
	Embassies 
	9101
	Somalia Embassy in Egypt

	9
	Embassies 
	91
	Embassies 
	9102
	Somalia Embassy in Ethiopia


Organization/Cost Center

The organization segment of the budget classification structure is coded up to six-digit. The first two digits pertain to four sectors: administration, economic, social security, and defense. The second two digits identify the Ministry/Agency, and the final two digits stand the departments. The following table shows the full format of the cost center.
	Sector
	MDAs
	Departments

	01
	Administration Affairs
	0101
	Office of the Presidency
	010101
	Office of the President

	01
	Administration Affairs
	0102
	Office of the Parliament
	010201
	People’s House

	01
	Administration Affairs
	0105
	Ministry of Finance
	010502
	Accountant General

	01
	Administration Affairs
	0124
	National Independent Electoral  Commission
	012401
	National Independent Electoral  Commission

	02
	Security and Defense
	0201
	Ministry of Defense
	020102
	Armed Forces

	02
	Security and Defense
	0202
	Ministry of Internal Security
	020202
	Police Force

	03
	Economic Sector
	0301
	Ministry of Water and Energy
	030101
	Ministry of Water and Energy

	03
	Economic Sector 
	0305
	Ministry of Fishery and Marine  Resource
	030502
	Somali Marine Research 

	04
	Social Sector
	0401
	Ministry of Health
	040101
	Ministry of Health

	04
	Social Sector
	0402
	Ministry of Education and Higher Education
	040202
	Somali National University


Program Segment

The program Segment provides the option to track development projects.  This first two-digit segment starts with MDAs code, the second two digits identify the Project, and the last two digits recognize components/activities. Therefore, each FGS and FMS would list their specific projects and activities attached to MDAs as per the agreed the structure.
Fiscal Reporting Format
The RCRF project operation manual identifies the fiscal reports from federal member states disaggregated by month, MDAs, and object code at a six-digit level to satisfy the criteria and publish them online for transparency and accountability. However, FMS using the BISAN system, declared quarterly publishing detailed government data contradicts the state PFM acts and creates confusion with the public to comprehend adequately.  Also, they have suggested improving communications and involve all relevant colleagues at the grassroots level. 

Moreover, the technical working group suggested organizing a meeting between all relevant stakeholders to clarify more the RCRF disbursement conditionalities in fiscal reporting, particularly separating different types of reports and publishing detailed information into the website. Finally, FGS and all FMS agreed to share monthly fiscal reports that includes previous months as earlier did by the BISAN users, to consistently consolidate and produce accurate reports.
Control Mechanism of Charts of Accounts
The introduction or modification of codes initiated by any MDA should be channeled through the respective Ministries of Finance. The Ministry of Finance sends the request for amending the codes to the FRU for review and deliberations based on GFS Manual. The FRU and the technical group provide feedback maximum of three working days with alternative options for the rejected codes. Finally, the accountant general and the budget director of the federal government approves the suggestions and thereby submit the system administrators. The Puntland state minister of finance officially closed the meeting with a word of appreciation and gratitude.
