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[image: Похожее изображение]On April 4-6, 2017, PEMPAL Treasury Community of Practice (TCOP) held a Cash Management and Forecasting Thematic Group meeting in Moscow, Russian Federation. The main objective of the meeting was to continue discussions on the cash management and forecasting function with an emphasis on more active cash management including enhancing the relationship with the central bank, and leveraging the use of information technology. The event also served as the forum for updating the thematic group activity plan. The meeting was attended by 43 specialists representing 11 PEMPAL countries (Albania, Armenia, Azerbaijan, Belarus, Croatia, Kazakhstan, Kyrgyz Republic, Macedonia, Montenegro, Russian Federation, and Turkey). The workshop was facilitated by the World Bank team working with TCOP, including Ms Elena Nikulina, Team Leader for PEMPAL, Mr. Ion Chicu, Ms Galina Kuznetsova, Mr. Mark Silins and Mr. Mike Williams. Logistical support was provided by the PEMPAL Secretariat based at the World Bank Country Office in Moscow.   
[image: C:\Users\wb364884\Desktop\IMG_0880.jpg]Mr. Vladimir Kolychev, Deputy Minister of Finance of the Russian Federation opened the Moscow event by welcoming the participants to Moscow. He emphasised that in recent times the Federal Treasury of Russia had managed to reduce costs and increase revenues through more active cash management. He felt the Russian Treasury had much to offer PEMPAL. Despite the achievements of the Treasury to date, he was also hopeful for even greater results gleaned through learning from other TCOP member countries. He wished participants an exciting and enjoyable experience, and particularly highlighted the opportunity such events provided for networking, both formally and informally.

Mr. Roman Artyukhin, Head of the Treasury of the Russian Federation was next to address the workshop. He emphasised that while the Treasury was very proud of its achievements, he was also confident that further improvements could be achieved by targeting the TSA cash balance and expanding the operation and coverage of the TSA. He also highlighted the opportunity for improvements through greater cooperation with the Central Bank as the Russian Federation moves towards even more active cash management. He also extended his best wishes and encouraged participants to enjoy Russian hospitality.

Mr. Stanislav Prokofiev, Deputy Head of the Treasury of the Russian Federation was the designated Chair for the event. He commenced proceedings with a minute’s silence for the victims of the terrible event in St Petersburg on the preceding day. 

Ms Zaifun Yernazarova, Deputy Chair for the TCOP also welcomed participants on behalf of the TCOP Leadership Committee. She thanked the MoF and the Federal Treasury of Russia for their initiative in hosting the event and for their ongoing support to PEMPAL through access to the Russian methodology processes and instructions and via the direct provision of advice and assistance.

The final speaker for the introductory element of the workshop was Ms Elena Nikulina, World Bank Team Leader of PEMPAL, who welcomed participants on behalf of the WB and expert team working with TCOP. She also thanked the leadership of the MoF and specifically the Treasury for their support, highlighting that this was one of a number of events hosted by the Russian Federation, the third for the TCOP.
 
Ms Nikulina also provided some history of the thematic group which was first launched in  Tirana, Albania in 2015. Since then the group had been very active, having undertaken a series of video conferences, led by the representatives of Turkey, Russia and other international experts. In 2016, the first face-to-face group event was convened in Ankara, Turkey. It was during that event that the thematic group expressed its desire to visit Russia to learn from their experience. The main topics for this workshop were also identified in Ankara. 


The first session of the thematic workshop commenced with presentations from the host country, with a background presentation by Mr. Stanislav Prokofiev, Deputy Head of the Treasury of the Russian Federation. The Treasury reform project which commenced more than 15 years ago and which was undertaken with the support of the World Bank was one of the biggest projects of this nature in the world. The project has also facilitated a greater understanding of cash outflow requirements in particular. This has resulted in a consolidation of the cash management function across government with the Russian Federation now able to better support its own internal cash flow requirements, reducing the need for borrowing.
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The savings/increased revenues have exceeded 1.4 billion USD in the last financial year.  While the TSA coverage in the Russian Federation is already quite extensive, well beyond central budget agencies (see diagram above), there are plans for further expansion to subnational entities, as the Treasury seeks further consolidation and cash management efficiencies. 


The second presentation was titled ”Treasury Single Account: general policies on cash flow Regulation” and was delivered by Mrs. Ekaterina Semenova, Head of Department of Federal Budget Execution of the Treasury of the Russian Federation. Mrs Semenova indicated that good quality planning was the basis for effective cash management. The Treasury has the goal to extend the daily cash horizon from 1 month to three months and has learnt from practical experience that this process should be undertaken gradually, to allow capacity to improve and to identify issues.

The Treasury is also currently considering implementing a “due date” concept and at this stage are considering a five-day time horizon. To date the focus of the Treasury has been on processing of payments as soon as possible after requests are received. They noted however that international experience uses this concept to set the payment date for a fixed period after the receipt and acceptance of goods and services, which provides for improvements in the cash flow planning horizon, and improves accuracy for the timing of outflows. 
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Ms Natalia Savkina, Head of Unit of Cash Planning of the Federal Budget Execution Department of the Treasury of the Russian Federation, delivered the third presentation on Day One, titled  ”Forecasting and cash planning of the TSA balances.” The presentation highlighted how the integration of ICT in the Russian Federation had improved cash management in general. The process commences with the annual budget and the annual cash plan which has very specific deadlines which must be adhered to, commencing immediately after the approval of the budget by the State Duma. Each month the plan is further reviewed and updated, based on in-month trends and systemic changes in forecasts. The Russian Federation has a big set of electronic forms which are completed by budget and other entities, and which are submitted each month for review and integration to the updated plan.  In practice the Treasury monitors the plans and forecasts much more frequently, including weekly. Active monitoring also occurs daily, which demonstrates the relationship between the cash plan and liquidity forecasting.  


The final and fourth presentation for Day One was focussed on targeting the TSA Balances and was delivered by Mrs. Oxana Pavlyukova, Deputy Head of Department of Federal Budget Execution of the Treasury of Russian Federation.
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The presentation focussed on how the Treasury targets the TSA balance, including its use of a cash buffer. Mrs Pavlyukova also discussed the methods used to determine the volume of funds to be placed each day. 

The Treasury is now running generally two algorithms for forecasting the balance: one for the periods of “moderate” revenue and a second model where revenue flows are expected to be high. The targeted buffer has now also been largely determined at the level of 150-300 million roubles. 

Day One concluded with round table discussions on participants’ impressions, summarized in the Box below, regarding the four presentations delivered by the Russian Federation colleagues during the day. 
Summary of Participant Comments – Day one
· Russia has a very comprehensive approach both in terms of its use of ICT and coverage of the TSA
· The hosts have a clear strategic focus which came through in all four presentations
· The coordination between Treasury and Ministry of Finance is a strong feature. Separating the cash forecasting from the targeting of the balance of the TSA is a good idea. However, at the same time, some countries felt that the rationale for separation of the Treasury from the MoF seemed unclear, and was not the experience in many other countries 
· There is a good use of both rough and fine-tuning tools for cash management  
· Russia may also benefit from a strengthening of performance measurement and performance analysis 
· The complexity and size of Russia was evident. This has meant that some of the challenges are different from those of other participating countries, although countries can still consider how some of the more advanced reforms could be applied and be of benefit 
· Some countries also have fewer human resources for planning and forecasting
· Most countries do not have the same market opportunities for advanced fine tuning tools that are available to Russia 
· Coverage of the TSA is varied in other countries and it is not generally as extensive as in Russia. The arguments for how to expand coverage could therefore be useful in other countries particularly how to expand coverage to EBFs.
· The internal lending to government entities, while seen as a useful approach, raised issues regarding risks and what to do if the borrower defaulted 
· Focussing on the development of the capacity of staff and human resources is another clear benefit learnt from Russia.  

Comments were also sought from the two attending experts. Both experts commented on the very positive achievements by the hosts, including the use of ICT, coverage of the TSA, which has already extended beyond most other countries internationally, the attempts to move to a 90 day time horizon for liquidity forecasting, and the use of more advanced tools for rough and fine tuning.    The key points highlighted were:
Mark Silins
· Zero Balance Accounts can be used to sweep funds to and from the TSA. Thus, ZBAs can be in overdraft during the day as long as funds are swept prior to the end of the day for reimbursement. 
· Managing cash effectively requires attention to the timing of all payments. Paying just-in-time, neither late nor early in accordance with a due date for payments is good international practice – frequently 30 days is used. Generally, prepayment in any form should only occur where you receive a discount from the suppliers equivalent to the investment foregone. 
· It could be useful for countries to determine the opportunity cost for early payments and for the different options in relation to due date by government. This might help to focus decisions on whether advances should continue and the potential savings of different terms of trade, for example 5, 10, 15 or 30 days. 
· It would be useful to further explore how expenditure financing limits work in the Russian Federation, and other countries. There is frequently a risk that these limits are used as a blunt instrument for cash management and it is important that they are separated from the forecasting function. 


Mike Williams

· It is great that the Russian Federation is bringing the EBFs into the TSA (it is a good example for other countries!)  It is not clear that they have fully worked out the relationship with the EBFs’ cash, i.e. the extent to which they will be borrowing from the EBFs or the cash is fungible, but they are clearly moving in the right direction.  They seem also to be handling sovereign funds etc. separately, i.e. with their own governance structure, objectives, etc., and that is the right approach.  The decision not to include SOE balances (except where they are direct arms of government) should also be supported.  
· It is disappointing that the central bank is not paying interest (and that the FT is not paying transaction fees).  
· The arrangement whereby sub-nationals agencies can borrow short-term from the federal government for fifty days was interesting.  Since they do not have to pay more than the symbolic interest rate, it is not obvious that it is sensible in incentive or control terms.  There is a case for the federal government to offer a safety net, but it is not clear why there should be anything more than that.
· It would be useful to further explore the use of end of year rollovers at a future meeting. 
· Another issue worth further discussion was the Russian Federation cash flow buffer which targeted 1-2 days of payments. Understanding the rationale for this better would be useful. 
· In the discussion, one country mentioned that one of the main problems for their cash flow forecasting was the arbitrariness, and lack of predictability, of court decisions. Others mentioned VAT refunds. These are all areas worthy of further discussion in the working group. 
· Concern remains about the lack of integration between debt and cash management.  It was nevertheless interesting that the Treasury was talking about its plans for using short-term currency swaps to help smooth their cash; again, this raises issues about responsibilities for financial transactions.


Day two commenced with a fifth presentation from the hosts on “Operations to Manage the TSA balances” by Mr. Oleg Drozdov, Head of Department of Budgetary Financial Operations, Treasury of the Russian Federation. 
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The presentation initially focussed on the evolution of the cash management function which dates back to 2005 when it was first recognized to be a priority for the government. The legislative basis was established in 2007, and from this point forward there had been a gradual shift towards more sophisticated tools and active cash management. The presentation covered a range of issues including: the placement of deposits in banks; loans to other government units; and reverse repos. The Treasury also has further plans for developing its investment options including demand deposits, currency swaps, the purchase of foreign currency, and new instruments to attract further investment.  


The second presentation of day two focussed on one of the key themes for the event relating to the relationship between the cash management function and the Central Bank. The presentation was delivered by Mr. Alexandr Polonsky, Deputy Director, Monetary Policy Department of the Central Bank of the Russian Federation and covered the topic of the Interaction between the Treasury and Central Bank in processing cash management operations on the TSA. Mr Polonsky emphasized that a core focus of the Central Bank was to stabilize liquidity in the economy by absorbing over supply or injecting liquidity through different market operations. He indicated that the CB welcomed the new operations of the Treasury in providing liquidity to the banking sector. In this regard, the CB needs to ensure a number of guiding principles are adhered to:  

· Treasury must remain within threshold limits which define the maximum lending levels for each day;
· Treasury must provide a level of certainty to the market regarding the intent for all operations to ensure a stable environment. As an example, the CB and Treasury do not want to be undertaking issuances on the same day, which may send mixed signals to the market regarding the policy objectives and also therefore be in competition with each other; and   
· The rates applied should be close to the CB rates to avoid any competitive advantage or arbitrage opportunities.

The CB and Treasury relationship is guided by two government resolutions and subject to direction by an interagency commission, chaired by the First Deputy Minister of Finance. Formal communication takes place monthly and weekly, supplemented by informal discussions as frequently as daily.     

The CB is also very supportive of the future plans for the Treasury in developing new instruments for use in the money market. The CB considers the improvements in treasury cash management to be an enhancement to the CB’s monetary policy role and therefore are mutually  beneficial.   


The third presentation on Day Two was delivered by Mr. Mike Williams, World Bank Expert, and continued with the theme of the relationship between the cash management function in Treasury/MoF and the Central Bank. 

The key messages that emerged from Mike’s presentation were:
· Active cash management benefits central banks as well as treasuries – provided it is it is done well.  That in turn requires some thought to be given to gradually building capability – do not try to do everything immediately but have a sense of where you are trying to get to in the medium-term.
· The importance of integrating debt and cash management.  This point cannot be over- emphasized. Managing the government’s balancesheet must be done from an integrated perspective if policies are to be coherant and results are to be effective.   
· Interest payments and transactions fees improve transparency and remove cross subsidy between the government and the CB.  
· [image: ]MoUs and SLAs betwen the two parties bring clarity and remove misunderstanding and have to be structured at different levels to support different requirements.










The second half of day two was also devoted to discussions in two smaller groups on the relationship between the cash management function and the CB. Each country other than the hosts was requested to deliver a presentation on the topic summarizing their situation. This provided a useful basis for further discussions. The groups were then asked to discuss three major elements regarding the relationship: the coordination mechanisms between the two entities; challenges and areas for improvement. 
In terms of coordination, seven of eleven countries have specific formal committees that meet. In contrast all eleven have SLAs or MOUs that cover some aspects of the relationship, and all eleven have legislation that cover this relationship and the roles of the two parties. Only one of the two groups addressed the issue of charges by the CB for services and interest paid on cash balances. From that group, all six countries receive interest on their cash balances at the CB, while only four of the six are charged fees by the CB for its services. Below is a summary of the challenges and proposed improvements of the two groups.

Summary of Day Two Group Work – Relationship between the MoF/Treasury and the Central Bank
Challenges and Solutions
· Development and implementation of new Cash Management tools. This can be supported through joint meetings and presentations regarding the mutual benefits of such tools along with coverage in SLAs/MOUs 
· The dominating position of the CB in some areas of cooperation needs to be addressed. This can be mitigated by escalating the policy issues to higher authorities e.g. (government, parliament, president) and through joint exposure to international experience
· Ensuring alignment of the MoF and CB policies as they sometimes pursue different goals and objectives. This requires concerted action by MoF and CB to ensure a mutual understanding regarding the overall objectives being sought. Setting up supervisory bodies can also assist as can engagement with civil society. IFIs can also be a useful source of advice and guidance
· Understanding risk management (placing funds with credit institutions, using IT etc.). This can be mitigated through the establishment of SLAs and by engaging with the CB and through the utilization of its expertize. One area where the CB has a competitive advantage is regarding the operation of,  and interaction with, financial markets. Collaboration with CB in capacity development/training would also be useful given that they frequently have access to more advanced and higher level training   
· Cooperation at an operational level is sometimes a challenge. Some countries have experienced occasions where the CB is either not ready or unwilling to process certain transactions in a timely fashion. Such arrangements lend themselves to coverage in SLAs and MOUs
· The need for improved and more transparent cash management activities performed by MoF – automation of treasury operations and cash receipt and payments processes should help improve information and control, and the ability to convey reliable information to the CB 
Summary of Requirements for a Stronger Relationship
· Ensuring all aspects of cash, debt and liquidity management are coordinated between Treasury, MoF (where MoF and Treasury are separate) and the CB
· Clear documentation of the roles and responsibilities in the relevant legislation and agreements helps to develop constructive relationships
· Good quality information systems with common access 
· Focussing on both formal and ad-hoc communication and collaboration is critical
· Implementation of Key Performance Indicators including effectiveness indicators is important
· Providing financial and non-financial incentives for Treasury staff
· Ensuring a separating between project and process management should improve performance and competitiveness 
It was also agreed that a key future output from the working group should be a template for an SLA and MOU between the MoF/Treasury and the Central Bank.



Mr. Mark Silins, PFM Expert, The World Bank delivered the final formal presentation of the event on the Role of ICT in Cash Management and Forecasting. The core messages from Mark’s presentation were:

· Full utilization of the capacity of existing government IFMIS is key to effective cash management and forecasting – simply ensuring all cash transactions are recorded in the system each day ensures access to a rich historical dataset for forecasting purposes
· Implementing commitment accounting will enhance information available for forecasting – for most countries recording commitments and likely future payment dates of just 5-10% of contracts will cover 90% of all contractual spending. Thus 100% coverage is not required to achieve significant improvements
· Establishing a due date in the IFMIS will ensure that the timing for all contractual payments from that date forward are absolutely certain – this will enhance forecasting capacity 
· Intricate models are not necessarily useful in cash forecasting – short term cash flows are inherently volatile making intricate models unreliable. Simple models which are regularly monitored, and supplemented with good formal and informal communication processes between key actors, are critical.  Community of Practice Software has also been very useful in supporting the lines of communication between parties in some countries 
· Monitoring the forecasting models (e.g. developing performance and variance analysis) and taking early corrective action is key to good quality cash flow forecasting 
The formal agenda for the workshop concluded with a brief panel session involving Ms Nikulina and Messrs Williams and Silins. 
Two important themes emerged from these discussions. Firstly, Mike drew the workshop’s attention to the risks associated with the separation of the cash management function and debt management. If the two functions are not integrated (this does not always mean they must be in one unit) a country runs the risk of sub-optimal cash management. If for example, the Treasury is lending money to the market while at the same time Debt Management is borrowing, the results may be negative at the level of the consolidated balance sheet since the borrowing cost will almost always be higher than the return on surplus cash.  Examining a country’s net liquidity requirements ensures optimization of its balance sheet operations.
The second theme related to the interaction and differences between cash management and forecasting, and budgetary cash management, controls over spending and cash accounting.  While all four are related, cash forecasting is not directly concerned with cash controls but on ensuring cash is available “just-in-time” for budget execution. It is very important to ensure the two requirements and functions are separated. It is also important to not confuse the withholding of payments, i.e. cash rationing, with cash management and forecasting. 
Both of these themes may warrant further discussion at future events. 
At the close of the workshop the World Bank team were invited to comment on the event with the following major observations regarding the preceding three days:
· The workshop was rich in content and discussion and the hosts, TCOP and the World Bank should be congratulated for such a high-quality event and quality interaction between participants; 
· The Treasury of the Russian Federation has made considerable progress and have strong claims as a good practice example internationally. It was interesting to see that the process of reform has been incremental, covering ten years to date, and that it commenced with broader public financial management reforms, including developing its information technology through a highly-integrated treasury system; 
· One country highlighted that it largely relies on other country experiences to understand some of the more complex concepts, such as capital market operations. This is a very proper reaction for the short-term; but it is not something that should be embedded for the longer term.  In due course, the Ministry of Finance needs to acquire these skills, otherwise there will always be confusion about the respective roles of the ministry and the central bank.  
· The level of integration and coverage of the TSA and cash management is also very impressive. While it may not be possible for other PEMPAL countries to mirror such arrangements, there are clear benefits and opportunities which can be highlighted, not least of which is the savings to the budget through improved cash management;
· SLAs and MOUs are important tools for any two (or more) party relationship(s), including between the Treasury/MoF cash management function and the CB. SLAs/MOUs are also useful to help address areas where power imbalances exist which is sometimes the case between the CB and the MoF. It is good that the working group has agreed to the development of a generic SLA based on existing country examples, and other international experience. It is likely that the generic model will have applicability beyond cash management and forecasting;
· It is also important for countries to have formal and informal communication channels. In this regard, a more holistic approach to communication is required, ensuring a balanced and flexible set of communication modalities;    
· Measuring performance and setting benchmark indicators is an important component of active cash management. The KPIs developed need to focus on measuring performance of the cash management and forecasting function as a whole, along with the performance of specific officials. This is an area where all member countries could benefit from further work and discussions;
· Risk management was also discussed indirectly during this event. The next plenary meeting in Vienna will address this issue more directly in relation to both this function, but more broadly in relation to Treasury; and
· The most important observation from the workshop is the need to ensure integration between cash management and forecasting and debt management policies, to ensure congruence regarding actions which impact the government’s balance sheet. While integration may not mean creation of a single unit for some countries, many countries have taken that step to better align government borrowing and investment decisions. 
The concluding session of the meeting was devoted to discussions on the future working plans of the TCOP thematic group on Cash Management and Forecasting. The thematic group members proposed the following topics for further discussions, which could be organized through video-conferences, future face-to-face events or study visits:
· Risk management processes in relation to cash management 
· Role of Treasury in setting up efficient money market
· Zero balances inside the TSA
· Approaches to improve cash management (instruments, automation, etc.)
· Interaction between the cash management and debt management functions
Participants suggested, also, organizing group study visits to the countries with advanced experience in cash management (Germany, Sweden) 
The group also decided to delegate Mr. Ilyas Tufan and Ms Ekaterina Semenova, to attend the 2017 TCOP Plenary meeting on Risk Management, and deliver at the event presentations on management of risks related to cash management. The Plenary meeting will take place in Vienna, Austria from 30 May to 1 June 2017. 
All meeting materials are available at the PEMPAL website: https://www.pempal.org/events/pempal-tcop-thematic-group-meeting-cash-management-0 
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Consolidated budget  (expenditures) 

-  30.9  trillion rubles 

                                    The largest certification center in Europe -   762.5 thou. certificates issued  

11 time zones

85 constituents (regions) of the Russian Federation,

22.4 thou. municipalities

35.7  thou. staff of the Federal Treasury

          Over 850 million payment transactions performed

Over 330 thou. individual accounts

                                 Over 5 thou. inspections in financial and budgetary sphere 
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QUANTITATIVE AND QUALITATIVE FEATURES 

OF PUBLIC FINANCE SYSTEM

Data as of 2016. 





Revenues from managing temporary surplus funds placed with STA –  82.7 billion rubles  (USD 1.4 billion)







BREAKDOWN OF RESOURCES POSTED TO ACCOUNTS 

WITH THE FEDERAL TREASURY BODIES

Budgets of the budget system

Other resources



Resources used as security in public contracts (deposits)





Resources credited against warrants of execution 

by the Federal Service of  Court Bailiffs



Resources of budget and autonomous institutions 





Resources of other legal entities









Resources withdrawn or confiscated pending court rulings 



The Budget Code of the Russian Federation; federal law “On Federal Budget”; federal law #7-FZ “On Not-for-Profit Financial Institutions”; federal law #174-FZ “On Autonomous Institutions”

Legislative framework:

Interim resources 

Resources of financial institutions
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 Federal budget





Regional budgets





Municipal budgets





State non-budgetary funds
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		What is managed		Management agents				

				Forming (changing) the budget
 and budget execution		Debt management		Managing temporary surplus funds 

		Federal budget resources 
(except sovereign funds)		MoF		MoF		Treasury of Russia
 

		Regional budgets resources		Regional finance body		Regional finance body		Regional finance body* 

		Municipal budgets resources		Municipal finance body		Municipal finance body		-
 

		Resources of off-budget funds		Finance body of off-budget fund 		-		Finance body of off-budget fund 



EXTENDED MATRIX: MANAGING BUDGETS 

FROM THE BUDGET SYSTEM AND OTHER RESOURCES

*provided that the share of transfers from the federal budget during two out of three most recent reporting fiscal years did not exceed 20% of own revenues of regional consolidated budget

		What is managed		Management entity

				Effecting payments

		Interim resources		Clients (spending units)

		Resources of financial institutions		Clients (spending units)



Other resources

Budget resources
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 Treasury 

of Russia

 MoF 

of Russia





          

Russian Federation

France (example)







 public debt management and active transactions 





Public debt

Sovereign funds

Аctive transactions





 



  Agence France Trésor



Public debt



Аctive transactions























Centralized: management by a single entity

Decentralized: management by different entities

International practice offers two approaches:
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public debt management in the Russian federation





Internal 

debt

Foreign debt

Government securities denominated in Russian currency

Sovereign guarantees in Russian currency

 

FX-denominated government securities 

Government and bank credits in FX

Sovereign guarantees in FX





Ceiling: 10,351.6 bln rbl

Ceiling: USD 53.6 billion



Composition of the RF public debt
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Key functions of MoF regarding RF public debt management

 as of 2017 

FYI:

Debt burden, selected countries (% of GDP)













Source: www.minfin.ru
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Keeping the RF government debt book





Design and implementation of key RF borrowing and debt policy provisions





Repayment and servicing the RF public debt





Monitoring of government debt instruments market





Negotiations, preparation and signing of RF public debt settlement agreements





Issue and placement of RF government securities





















250,4 183,4 132,7 128,4 108,2 100,1 97,1 92,1 89,0 78,3 68,2 56,0 51,7 31,7 13,2	

Япония	Греция	Италия	Португалия	США	Испания	Франция	Канада	Великобритания	Бразилия	Германия	Мексика	ЮАР	Турция	Россия	250.4	183.4	132.69999999999999	128.4	108.2	100.1	97.1	92.1	89	78.3	68.2	56	51.7	31.7	13.2	















Budget Deficit

Balanced budget

Sources

Accumulation/Prepayment

GOVERNMENT BORROWINGS – 

A KEY TOOL TO BALANCE THE BUDGET



Sources





Budget Surplus

Use





     1. Issue of securities (GKO-OFZ, GSO); 

         government/bank credits from

         foreign countries

       2. Use of funds



3. Privatization



4. Other sources



1. Funds accumulation





3. Debt restructuring

2. Debt prepayment

Balanced budget — a key principle of the budget formation and execution

Actual size of government borrowings is defined by the federal budget execution outcomes and internal and foreign debt markets situation





Law on Federal Budget
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PUBLIC DEBT COMPOSITION
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Source: www.minfin.ru
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Public internal debt, billion rubles

государственные 
ценные бумаги	

2013	2014	2015	2016	2017	2018	2019	4432.3999999999996	5475.7	5573.1	6100.3	7205.2	8301	9388.7999999999993	государственные 
гарантии	

2013	2014	2015	2016	2017	2018	2019	1289.9000000000001	1765.5	1734.5	1903.1	2036.2	2129.6999999999998	2213.5	



Public foreign debt, billion rubles

государственные 
ценные бумаги	1 332

2 211

2 619

2 283

2 528

2 428

2 557



2013	2014	2015	2016	2017	2018	2019	1331.2	2209.9	2617.6999999999998	2281.3000000000002	2526.4	2426.6	2555	государственные гарантии	

2013	2014	2015	2016	2017	2018	2019	373.1	679.8	865.5	711.5	809.2	831.5	897.7	задолженность по кредитам 
правительств иностранных государств	

2013	2014	2015	2016	2017	2018	2019	69.900000000000006	101.2	89.2	62.4	51.3	46.9	44.6	задолженость перед 
многосторонними банками развития	

2013	2014	2015	2016	2017	2018	2019	51.2	65.900000000000006	70.400000000000006	49.9	50.6	41.3	32.6	







RF Public Debt, billion rubles

государственный 
внутренний долг	

2013	2014	2015	2016	2017	2018	2019	5722.2	7241.2	7307.6	8003.5	9241.4	10430.700000000001	11602.2	государственный 
внешний долг	

2013	2014	2015	2016	2017	2018	2019	1826.1	3057.9	3644.3	3106.3	3439	3347.9	3531.5	











FORMATION AND USE OF SOVEREIGN FUNDS



Additional oil 

and gas 

revenues



*Earnings from management 

Reserve Fund

National Wealth Fund





*Earnings from management

Reserve Fund

National Wealth Fund

Balancing (covering deficit of) the federal budget

Balancing (covering deficit of) the budget of the RF Pension Fund

Co-financing of RF citizens’ voluntary pension accumulations







STA



STA

Formation

Use

*The provision has been suspended until 2/1/202  



The Reserve Fund has reached the statutory size (7% of GDP) 

yes

no

The Reserve Fund and National Welfare Fund comprise federal budget resources that are ring-fenced 

for accounting, management and use purposes





Prepayment of public debt

9
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Resources of the National Wealth Fund may be invested in FX and in the following financial assets:

Resources of the Reserve Fund may be invested in FX and in the following FX-denominated financial assets:

MANAGING RESOURCES OF THE RESERVE FUND

 AND NATIONAL WEALTH FUND 

The objectives of managing resources of the Reserve Fund and National Wealth Fund are to safe-keep the resources of the said funds, and ensure a stable flow of returns from their investment in the long run

debt instruments of foreign states, foreign government agencies and central banks.



deposits and balances of accounts with the Central Bank of Russia;

debt instruments of IFIs, including securities;

Deposits and balances with foreign banks and lending institutions;

100%









4%

15%

17%

64%

 Debt instruments of foreign states, foreign government agencies and central banks;

 debt instruments of IFIs, including securities;

 deposits and balances of accounts with banks and lending institutions  as well as in VEB, including for financing self-sustaining infrastructure projects;

 deposits and balances of accounts with the Central Bank of Russia;

   debt instruments and stock of legal entities, including Russian securities, related to the implementation of self-sustaining infrastructure projects.

  units (participation interest) of investment funds;











		Date		                                     or              $		

		3/1/2017		931.31		16.07



		Date		                   or         $
 		

		3/1/2017		4,206.38		72.60



Size of the National Wealth Fund (billion) 

Size of the Reserve Fund (billion) 
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As of 1/1/2017

As of 1/1/2017
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Bank of Russia

RF MoF

4. Report

Механизм взаимодействия Казначейства России
 с Минфином России и Банком России в процессе 
проведения операций со средствами суверенных фондов

1. Instruction

2. Payment document

3. Extract

3. Clearance of draft agreement

4. Acceptance

2. Draft addendum to bank account agreement

1. Index composition

Changing the index composition

Replenishment and Use  

*Daily report

Payments for funds management

3. Report

Financial assets counterparties

Bank of Russia pays interest on sovereign funds FX balances;

The interest is calculated based on yields of foreign securities included into the index.

1. Interest payments

Accounts of the Bank of Russia

Bank of Russia

Federal Trreasury

Bank of Russia

RF MoF

Federal Treasury

Federal Treasury

Federal Treasury accounts

RF MoF

5.Agreement signing

1. Interest payment

2. Extract

*Daily report

*Daily reports include information on accrued income (loss) for FX balances as of the current date
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ACTIVE MANAGEMENT OF CASH WITH STA

Active cash management -  performing active-passive transactions with STA balances 

Active transactions are possible with budget deficit 

Objectives of STA cash management:

 cover temporary cash gaps

 gain earnings

Аctive transactions – investing temporary surplus funds  

Passive transactions – borrowing to cover temporary STA cash gaps (future) 

Your Text









FX deposits -  8 to 29 days

November, 2014























Overnight REPO

January, 2015























Budget credits 

to municipalities

April, 2015























Reverse REPO





















Forward REPO

January, 2016



























ST borrowings





















Demand deposits





















Currency swap

















2017- 2018







Ruble deposits – 

 5 tо 294

Аpril, 2008





















Budget credits 

to RF constituents

February, 2014
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Investment earnings,  2008-2016 (bln rubles)

82.7 

(1.4 bln $)



2008	2009	2010	2011	2012	2013	2014	2015	2016	16224562331.110001	18865419726.049999	4861162465.7400007	19620622294.780003	22515624839.75	30551935429.269993	49122175555.879997	75110954450.889999	82700004450.889999	





















ROLE OF THE FEDERAL TREASURY IN CASH MANAgEMENT 

AND FISCAL AND MONETARY POLICY COORDINATION





Reporting, cash budget, updates





Bln rubles

January



“notional zero”



Bln rubles

Federal Treasury – cash management

  - active transactions





“Rough tuning” and “fine tuning”





- Passive transactions



Bank of Russia – 

implements monetary policy

RF MoF – ensures balanced budget



















period  t 





  - revenues

 - deficit

- surplus

- expenditures

















Balancing with sources

Agreement on general parameters

Buffer volume

December



STA balance

Information exchange in various fields

Updates 

Cash budget

Other information exchange

Lending institutions checks

Active transactions recommendations

January

 

 The Bank of Russia pursues the following goals: 



ensure protection and sustainability of the ruble;



develop and strengthen the RF banking sector;



ensure stability and promote development of the national payments system;



development of RF financial market;



ensure stability of the RF financial market.

 

 

 



December

…

…
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Recommendations regarding transaction parameters:

maximum amounts;

interest rate floor;

maturity.



Checking lending institutions for compliance with the following:

general license аvailability;

availability of adequate own capital 

participation in the mandatory private deposits insurance system; 

absence of corrective action by the Bank of Russia for violating statutory ratios.







SUPPORT FROM THE “REGULATOR” 

IN THE COURSE OF CASH MANAGEMENT



Commission of the Federal Treasury on managing federal budget STA balances



МoF

Federal Treasury

Bank of Russia

МoF

Federal Treasury

Bank of Russia

Federal Tax Service

Federal Customs Service

Other participants 

Working Group to Reduce Volatility of STA Balance 

Inter-Agency Commission

 on Cash Budget and Planning

Bank of Russia

Recommendations regarding:

daily transaction amounts;

transaction days;

transaction types;

transactions frequency;

clearance for increasing  daily transactions volume.

Advice on:

securities issue;

E-payments by the Federal Treasury etc.

14
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PROSPECTS FOR EXPANDING THE SCOPE OF ACTIVE TRANSACTIONS BY THE FEDERAL TREASURY









2011

2015

2019

2008

Active transactions involving federal budget balances placed with STA

+   interim balances and  balances of financial institutions placed with STA 

+   balances of off-budget funds placed with STA

+  balances of regional and municipal budgets placed with STA

FUTURE



2017

-

15







15

















































THANK YOU!
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PROSPECTS FOR EXPANDING THE SCOPE OF ACTIVE 

TRANSACTIONS BY THE FEDERAL TREASURY

2011

2015

2019

2008

Active transactions involving federal budget 

balances placed with STA

interim balances and  balances of financial 

institutions placed with STA 

balances of off-budget funds placed with STA

balances of regional and municipal budgets placed 

with STA
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Treasury Single Account general approaches to regulation of cash flows_Eng.pptx
Single Treasury Account (STA): General Policies on Cash Flow Regulation

moscow
April 2017 

Yekaterina Semyonova

Head

Department for Federal Budget 

Execution Support,

The Russian Treasury 





CASH CONCENTRATION –starting point of cash management







85 RF constituents, more than 500 bank accounts 





Uniform IT environment – banking electronic speed payment system – BESP





On-line execution of payments (within 1 minute)





Daily backing of Federal Treasury’s accounts for t+1 – in the amount of the next day expenditures





Daily automatic zero balancing of bank accounts based on the day outcomes in acc. with the procedure





Support of payment security
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Chronology of funds consolidation on the sta  

t

2000

2011

2015

2017

2019

For reference: as of 01.03.2017





Federal budget resources



Resources of RF constituents 

and municipalities (outlook)



Temporarily administered resources and

 resources of the budget users and autonomous institutions



Resources of Central Directorates 

of the state extra-budgetary funds



Resources of territorial offices 

of state extra-budgetary funds

Temporarily administered resources

Financial institutions resources

Budget users and autonomous entities–  42%

Legal entities – treasury support – 58% 







Resources of legal entities–

 treasury support

Federal 

budget 

funds
48%
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40302	10%



1	10	40501	90%



1	90	









pension fund	71%



1	71	social security	12%



1	12	Health insurance	17%



1	17	





FUNDS
18%

Other funds
34%



Средства Федерального бюджета	Фонды	Иные средства	1186683.1000000001	549566.48	802335.62	









Current account of prime/co-contractor 



Treasury support of the government contracts



co-contractor

Prime contractor

co-contractor









Public customer

Prime contractor



Treasury of Russia

present

past

Invoice/work completion report                         

co-contractor

co-contractor

co-contractor

co-contractor

Public customer

Treasury of Russia



Credit institutions



Credit institutions

Final settlement 

Advance/settlements



Designated use of funds 

Transparency and accountability

Expansion of liquidity

 for reference: as of 01.03.2017 –  about 210 billion Roubles

impact:
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treasury support of subsidies





Treasury of Russia

present:

past:

1. funding in accordance with the terms of agreements 

2. Report 





 

2. Funding 

1. Need 

Treasury of Russia

Designated use of funds 

Minimization of receivables  

Expansion of liquidity

      for reference: as of 01.03.2017 –  about 310 billion Roubles

Effects:



Subsidies to budget and autonomous institutions:

For government tasks 

For other purposes 

Subsidies to legal entities (economic entities – recipients of subsidies)





Subsidies to the Russian Federation Constituents

notes:

Old delivery mechanism – 25% BA every quarter;

New delivery mechanism –  as needed   



Budget and autonomous institutions

The Russian Federation Constituents 

Main budget spending unit , budget user

Legal entities (economic entities – recipients of subsidies)

















                 on-line operation

            single IT platform  

                maximum coverage of participants

Planning is the basis for effective cash management





















prerequisites

Planning horizon:

Targeting:

                 benchmark: the longest period of breakdown by days

                  month broken down by days 

          year broken down by months

                   for long and short terms

  

                  use of ‘rough’ and ‘fine’ tuning tools

















































































         placement of funds to t+5

        deposits to t+5

        REPO to t+5, including REPO overnight

7

‘rough’ and ‘fine’ tuning of liquidity

  “fine”  

“rough”    

   placement of funds from t+5*to t+n

       deposits from t+5

       REPO from t+5

 *t+5  - near future (currently -  t+3)





Expenditure funding limits







        withdrawal from placement



Raising of funds in the capital market to bridge potential temporary cash gaps (in the near future)

 Demand deposits (in the near future)

 Use of deadline payment date (in the near future)

        STA hedging  (currently under consideration)































Example of ‘rough’ and ‘fine’ tuning of liquidity

‘rough’ tuning of liquidity

withdrawal from placement/Fund raising in the capital market



billion Roubles



Conditional zero



‘fine’ tuning of liquidity









Buffer volume

December 

Initial liquidity

Jan	

Feb	

March	

April

May	

June 

July 

August

……



Months







billion Roubles



Conditional zero









Buffer volume

Days 

t+30

t+60

t+90



Development of long-term placement program





Establishment of ПОФР – financial reserves limit
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Promising fine-tuning mechanism

Liquidity balancing options:

Result:



yes



no



yes



no

9

cash gap – 100  

expenses*, roubles

cash gap – 50  



Payment carryover by 100

1 priority order of payments

2 priority order of payments



Payment carryover by 50

1 priority order of payments

2 priority order of payments

period

Deferral mechanism

Notional example:

150

200

300

…

1 work.day

2 work.day

3 work.day

n work.day

+100  



+50  







* Expenses are generated on the basis of billing documents t-4

1

2

3

4



 It is used after comparative assessment of profit generated by the withdrawal of funds and fund raising in the capital market.

?
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Reduction of one-day placement level





Application of a deadline payment date





Withdrawal of placed funds





Intra-day liquidity hedging





Fund raising in the capital market



















Establishment of an optimal period for execution of payment documents

t

t+1

t+2

t+3

t+4

t+5

Prerequisites:

The Federal Treasury authority to make payments within the period t+5

Actual payments within the period t+4



Additional day for just in case payment carryforward

Acceptance of billing documents

Payment execution

Control (authorization)

For reference:

10

Ссылки на официальные источники:

Ordonnance n°2015-899 du 23 juillet 2015 relative aux marchés publics  (Articles 59 et 60 (règlements, avances et acomptes) - Article 61 (garanties));

Décret n°2013-269 du 29 mars 2013 relatif à la lutte contre les retards de paiement dans les contrats de la commande publique;

Décret n°2016-360 du 25 mars 2016 relatif aux marchés publics (Articles 115 à 121 (régime des paiements) - Articles 122 à 126 (garanties) - Article 183 (retard de paiement))
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Government institutions, local authorities (their institutions)





60 days





Other government agencies





State and military health facilities





30 days





50 days





International Experience (e.g., France)
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«period  t+3»- period for strengthened control of risky payments

		Expenditure type groups

		   100  Payroll 

		   200  Procurement

		   300  Social Security

		   400  Investments

		   500  Inter-budgetary transfers

		   600  Subsidies

		   700  Debt servicing

		   800 Other expenditures



Risk scale

 strengthened control*-field inspection, survey

Standard documentary control









		Procurement of goods, works and services:

200 «’procurement of goods, works and services for government (municipal) needs’;
323 ‘purchase of goods, works and services for the benefit of the citizens to provide them with social welfare’;

Capital investments in the government (municipal) assets:

410 ‘budget investments’;
460 ‘subsidies to budget and autonomous institutions, government agencies for further capital investments to the constructed government (municipal) assets or for purchase of property to be owned by government (municipality).’;

Provision of subsidies to the RF constituents’ budgets for co-financing of capital construction assets to be owned by the government (a municipality):

522 ‘subsidies to co-finance capital investments in the assets in the state (municipal) ownership.’;

Provision of payments, contributions, gratuitous transfers to the subjects of international law

863 ‘payments to secure implementation of agreements with the governments of foreign states and international organizations’;
880 ‘special expenditures’ 




Control of individual payments (the List of Payments) to be specified by the relevant criteria (Budgetary Classification Code, contract amount, advance payment arrangement and size, etc.). Payments are subjected to risk analysis.















11



















12





12

E-budget Subsystem

Justification document

Procurement plan

Road map

Budget commitment

Cash obligation

Procurement management

Expenditure management 

expenditures

Quality improvement of the expenditure projections

For a near-term outlook

projection completion 

…

t+1

t+2

t+3

t+4

t+5

t+n



Payment deadline date



Expenditure-based cash payment projections

projection completion   
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1 priority

13

Prioritized execution of payments during the current business day if confronted with a cash gap on the sta

(either the sta balance hedging limit is achieved, or it is absent)





Option 1

Option 2





2 

priority

Other payments

                   payroll payments, social security and sovereign debt servicing



9:00

11:00

13:00

15:00

17:00

19:00

Payments are made depending on the date of submission of payment documents

Chronology of payments within every priority group 

Until the STA liquidity is balanced* payments are made using the actual balance in accordance with one of the following options (to be selected):

ВР 100 – payroll;

ВР 300 – social security;

ВР 700 – sovereign debt servicing





* Balancing options – withdrawal of funds from placement, raising of funds in the capital market, shifting of payment date
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Chronology of the sta receipts and outgoings within a business day

		

		

		

		

		









Extra-budgetary receipts





Withdrawal from placements

14





≈ 90 %

≈ 80 - 85%

100 %

Revenues, receipts





Expenditures, outgoings 



≈ 90 %





placements



≈ 90 %

Cash flows
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10:00





11:00





12:00





13:00





14:00





15:00





16:00





17:00





18:00





… 21:00





9:00

































Intra-day hedging of the STA balance

Mechanism implementation conditions:

The relevant provisions in the agreement between the Bank of Russia and the Federal Treasury on intra-day STA backup

Daily closing balance should be ≥0



day  t

Hedging zone



Limit is mutually agreed upon.

Notional example: 





Expenditures:              from 9:00 till 11:00  - 90%;

                               from 10:00 till 18:00 – 10%. 

Receipts:     from 9:00 till 11:00 – 10%;

                               from 11:00 till 18:00 – 90%.  

9:00

10:00

11:00

12:00

13:00

14:00

15:00

16:00

17:00

18:00

STA balance dynamics 

Opening balance: S’t=0;  closing balance: S’t=0

Payments (t) = 600 Roubles 

Receipts (t) = 1000 Roubles

Placement of funds (t)= 400 Roubles

Payments 

Receipts 



S’t=0



Chronology of cash flows:



-500





9:00

10:00

day (t+1)



Placement of funds (overnight)







S’’t=0

Billion Roubles



15







15



16

Fed.Law  N 86-FZ “On the Central Bank of the Russian Federation (Bank of Russia)”, Article 22. 



New version of the Budget Code of the Russian Federation

Russian legislation	



International Experience (e.g., France)

 

Fed.Law №145-FZ “Budget Code of the Russian Federation”, 

Article 94



Review of the regulatory framework for intra-day hedging mechanism of the sta balance



«Il est interdit à la Banque centrale européenne et aux banques centrales des États membres, ci-après dénommées "banques centrales nationales", d'accorder des découverts ou tout autre type de crédit aux institutions, organes ou organismes de l'Union, aux administrations centrales, aux autorités régionales ou locales, aux autres autorités publiques, aux autres organismes ou entreprises publics des États membres; l'acquisition directe, auprès d'eux, par la Banque centrale européenne ou les banques centrales nationales, des instruments de leur dette est également interdite.»



‘The European Central Bank and the central banks of its member countries (hereinafter referred to as the national central banks) are prohibited to credit the accounts or provide any other type of credit to the institutions, bodies, or other agencies of the Union, the central administrations, regional or local authorities, any other public authorities, other public institutions or enterprises of its member countries; similarly, the European Central Bank or the national central banks shall not directly purchase from them their debt instruments.’



Daily evening consolidated cash position (as of the end of a business day) shall present a positive balance.



This obligation results from the EU commitments of France – Art. 123 of the Treaty on the Functioning of the European Union (Roman Treaty of 25.03.1957, as amended by Lisboan Treaty of 13.12.2007)



The Bank of France statements shall always show a credit opening balance on the STA

Intra-day backup

Credit





     Bank of Russia may not provide credits to the Government of the Russian Federation to finance federal budget deficit, or buy government securities during their primary placement except for the cases foreseen by the federal law on the federal budget.

     Bank of Russia may not provide credits to finance budget deficits of the state extra-budgetary funds, constituents of the Russian Federation and local budgets   

      Credits of the Central Bank of the Russian Federation, as well as purchase of government securities of the Russian Federation by the Central Bank of the Russian Federation, during their placement, may not be the sources of the federal budget deficit financing.

Art№, p.№ Temporary cash gap manifests itself in the insufficient amount of funds in the single treasury account or the single budget account to execute the required payments from the account in the process of budget execution;

 

Art№, p.№ It may be allowed to implement instructions on transfer of money in the Russian Federation currency when a separate bank account of the Federal Treasury does not have enough funds, provided there are sufficient funds on its other accounts in the Russian Federation currency, those accounts being defined by the Federal Treasury, in accordance with the procedure established by the Central Bank of the Russian Federation. 
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Balance reduction 

Effective use of cash – a future development benchmark

17

Actual zero on the STA

Improvement of cash management

Higher cash budget quality

More stringent control over risky payments

Minimization of intra-day cash gaps on the sta

Maximum yields from liquidity management

Tools 



Development of the STA balance targeting 

Diversification of liquidity management instruments

Establishment of the deadline date for payment execution

Intra-day hedging of the STA balance







Effective use of every Rouble
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Thank you for your attention!
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Microsoft_Excel_Worksheet1.xlsx

Лист1


			 			40302			40501			0


			100%			10			90


			Категория 2			2.5			4.4			2
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			Категория 4			4.5			2.8			5


						Для изменения диапазона данных диаграммы перетащите правый нижний угол диапазона.
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						Для изменения диапазона данных диаграммы перетащите правый нижний угол диапазона.
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Forecasting and Planning Cash Balances in the Treasury Single Account

MOSCOW

 APRIL 2017

Natalia Savkina -

Head of Federal Budget Execution Cash Planning Office
Federal Budget Execution Division

Treasury of Russia
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Article 217.1 Budget Code of the Russian Federation "Cash Plan"

Article 166.1 BC RF "Spending Authority of the Federal Treasury"

RF Government's Decision dated 01.12.2004 No.703 "On the Federal Treasury"

Russian MoF's Order dated 09.12.2013 No.117н "On the Procedure of Cash Planning and Management for the Purposes of Federal Budget Execution in the Current Financial Year"

Russian MoF's Order dated 21.12.2015 No.204н "On the Procedure of Approval and Communication of Liability Payment Ceilings to the Key Spending Units, Budget Holders and Budget Users"





















































































































































































































Federal Treasury's Order dated 30.12.2016 No.526 "On Approval of the Procedure to Implement the Russian MoF's Order dated 09.12.2013 No.117н in the Federal Treasury"

Federal Treasury's Order dated 30.12.2016 No.525 "On Approval of the Procedure to Implement the Russian MoF's Order dated 21.12.2015 No.204н in the Federal Treasury"

Legal Framework for the Current Procedure of  Federal Budget Execution Cash Planning
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1. Cash plan implies forecasting cash receipts and cash disbursements in the budget for the current financial year.



Cash plan stipulates the upper limit of cash used for operations to manage balances in the budget single account.



2. The financial body (public non-budgetary fund administrator) establishes the procedure of cash planning and management, as well as the contents and deadlines for presentation of information necessary for cash planning and management by the key spending units (SUs), key federal budget revenue administrators (FBRAs), and key administrators of budget deficit financing sources (ABDFSs).



Forecasting of cash disbursements from the budget for payment of government (municipal) contracts and other agreements is performed taking into account the terms and amounts of payables according to signed government (municipal) contracts and other agreements defined when planning procurement of goods, works, and services for public (municipal) purposes.



Cash planning and management is done by the financial body (public non-budgetary fund administrator) or an authorized executive body (local administration).

Article 217.1  Budget Code of the Russian Federation 
"Cash Plan"



















Objectives of Cash Planning and Management 

4

3.To provide information (framework) 
for cash management in TSA

1.To ensure timely and full execution of budget 
commitments

2.To make various management decisions 

Monitoring execution of the basic parameters of the Federal Law "On the Federal Budget"

Introducing amendments to the Federal Law "On the Federal Budget"

Assessment of possible deviations of actual indicators from targets

etc.



Setting expenditure financing ceilings (EFCs)

etc.



TSA balance monitoring

Assessment of temporarily available cash and 
possible cash gaps

etc.
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Procedure of Cash Planning and Forecasting in relation to 
Federal Budget Execution 

Automated System of the Federal Treasury (FTAS) 

Unified Information Analytical System (UIAS) of Russian MoF 

Stage I

Stage II

Stage III

FT Inter-regional Opera-tions Division

General



Ledg

e

r

Producing information on federal budget execution

Key SUs  

97 participants

 in forecasting

Placing information on federal budget execution

(97 forms)





Expenditure Forecasts (288 forms)

Revenue Forecasts (246 forms)

Key FBRAs  

Key FSAs  

Forecasts of FB deficit financing sources (9 forms)



. . .

FT Territ. Off. 1

FT Territ. Off. 2

FT Territ. Off. 85





















Upload of presented forecasts in the applied software of the FT Central Office for processing and analysis 
(considering forecasts of public non-budgetary funds and other resources

Cash planning and producing TSA balance information

Cash plan and TSA balance information submission  



Producing and placing indicators stipulated in the Law on FB

(97 forms)

Forecasting within Expenditure Financing Ceilings























Time-line of Federal Budget EXECUTION Cash Planning 
and Management
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Cash Plan Development 





Adoption of the Law on FB by the State Duma

t+1

t

Presentation of indicators stipulated in the Law on FB by Russian MoF



t+5

Presentation of forecasts by forecasting process participants



t+16

Update of cash disbursement forecasts for expenditures (in case there are EFCs)

t+20

Producing General Ledgers by FT Territorial Offices (FT TOs)

Producing FB execution information by FT Inter-regional Operations Division

 4 business day

 5 business day

 8 business day







t+8

Information on TSA balance





t+7

Cash planning





Forecast verification and analysis







 1 business day

 2 business day

 3 business day

 7 business day

 6 business day















Producing consolidated General Ledger by FT Inter-regional Operations Division (FT IOD)

Presentation of forecasts by forecasting process participants



Forecast verification and analysis



Cash planning and TSA balance information 





Verification and analysis of forecasts presented by public non-budgetary funds





Cash Plan Update (monthly Feb through Dec) 





Fixed deadlines for
payment of key taxes

Cash planning for federal budget revenues

7

FORECAST OF FEDERAL BUDGET REVENUES CASH RECEIPTS FOR THE CURRENT FINANCIAL YEAR



		Name of Indicator		Revenue Forecast by 
Fed. Law on FB		Proposals to change FB revenue forecast		Annual amount, total		January		....		Dec

		State fee												

		Revenues from international economic activity												

		Revenues from using government and municipal property												

		Payments for using natural resources												

		Revenues from provision of paid services (works) and compensation of government expenditure												

		Revenues from sale of tangible and intangible assets												

		Administrative payments and fees												

		Penalties, sanctions, compensation for damages												

		Other non-tax revenues												

		Non-repayable receipts												





Planning
time-frame:

- year by months

- month by days



Error margin:

+/- 15%

Who presents forecasts:

all key administrators 

(82)

Periodicity by key FBRAs:

monthly

Periodicity by 
other FBRAs:

quarterly



Federal Budget Cash Execution Progress Evaluation

Special Aspects of 

Revenue Planning





Federal Tax Authority, Federal Customs Authority, РИ, Federal Treasury

Key administrators

Other administrators





Ключевые администраторы 	95%



Категория 1	Категория 2	95	0	Прочие администраторы 	5%



Категория 1	Категория 2	5	0	Категория 1	Категория 2	0	0	



Cash planning FOR federal budget expenditure

8

		Name of Indicator		Budget allocations for FB expenditure		Annual forecast, total		January		....		Dec		Estimated underuse of budget allocations

		Expenditure for personnel to ensure fulfillment of functions by federal  government agencies, public institutions												

		Procurement of goods, works and services for public purposes												

		Social security and other payments												

		Capital investments in real estate under federal property												

		Inter-budgetary transfers												

		Offering subsidies to federal budget, autonomous institutions and other non-commercial organizations												

		Servicing public debt of the Russian Federation												

		Other budget allocations												

		Total federal budget expenditure cash disbursements												



FORECAST OF FEDERAL BUDGET EXPENDITURE CASH DISBURSEMENTS FOR THE CURRENT FINANCIAL YEAR



Planning
time-frame:

year by months

month by days

Error margin:

+/- 15%

Periodicity :

monthly

Limitations:

expenditure should not exceed EFCs

Who presents forecasts:

all key SUs (97) 

Federal Budget Cash Execution Progress Evaluation

Special Aspects of 

Expenditure Planning

Currency:

rubles 

foreign currency





Cash planning FOR federal budget deficit financing sources

9

		Name of Indicator		Annual amount, total		Annual forecast, total		January		....		Dec		Estimated deviation

		Cash disbursments for sources of internal financing of federal budget deficit												

		Cash receipts for sources of internal financing of federal budget deficit												

		Cash disbursements for sources of external financing of federal budget deficit												

		Cash receipts for sources of external financing of federal budget deficit												

		NOTE: Decrease in sources of financing federal budget deficit by non-cash transactions												

		NOTE: Increase in sources of financing federal budget deficit by non-cash transactions												





Who presents forecasts:

key FSAs (3)

Periodicity :

monthly

Planning time-frame:

year by months

month by days

Error margin:

+/- 15%

Currency:

rubles 

foreign currency

FORECAST OF CASH RECEIPTS AND CASH DISBURSEMENTS FOR SOURCES OF FINANCING FEDERAL BUDGET DEFICIT

Federal Budget Cash Execution Progress Evaluation

Special Aspects of 

Planning

Sources of Financing Federal Budget Deficit 













								

		Indicators		cash receipts, cash disbursements
(minimum set of indicators)				In prospect*

		Planning time-frame		year by months; 
month by days				

		Periodicity of
forecast producing		monthly				

		Planning scope		throughout entire network 				
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FORECAST OF CASH FLOW IN ACCOUNTS OF 

PUBLIC NON-BUDGETARY FUNDS

		Name of Indicator		Row Code		January		February		March 		Total Q I		...		Total 6 months		...		Total 9 months		...		December		Total year

		CASH RECEIPTS BY REVENUES - total																								

		Of which:
Inter-budgetary transfers from the federal budget																								

		Other inter-budgetary transfers																								

		CASH DISBURSEMENTS BY EXPENDITURES - total																								

		Of which: 
Inter-budgetary transfers to the federal budget																								

		Other inter-budgetary transfers																								

		Opening balances																								

		Closing balances																								



Legal ground: Russian MoF's recommendation

* Currently, expert evaluation
by the Federal Treasury

Forecasting annual cash flow with details by months

RF Pension Fund

RF Social Security Fund

Federal Mandatory Health Insurance Fund





Final Cash Planning Algorithm 
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1. Initial Cash Plan

Cash planning of federal budget funds

Consolidation and analysis of forecasts of the RF Pension Fund, RF Social Security Fund and expert evaluation of the Mandatory Health Insurance Fund by the Federal Treasury

Federal Treasury's expert evaluation of other funds

Consolidation of all cash flows and cash plan development







Final Cash Plan





3. Forecasts of Other Funds





2. Forecasts of Public Non-Budgetary Funds 































Integrated CASH FLOW ANALYSIS AND MONITORING
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Cash Plan

TSA cash flow forecast

Timely information on budget execution and TSA balance management

Information on revenues administrated by the Federal Tax Authority and Federal Customs Authority

Financial forecast of federal budget execution and TSA balance management

Key cash flows by days 
(period t+90)

Analysis of actual forecast implementation:

- by accrued method;

- compared to the same period of previous years 

Analysis of actual forecast implementation by types of revenues

Comprehensive budget execution, spending, etc. analysis

twice a day

daily

once a week

once a week









Key "derived" documents

Contents

of the document

Update periodicity
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Cash planning of federal budget execution is the basis for decision-making on expenditure financing ceilings





Determination of acceptable
 expenditure limits

Determination of the overall amount

of expenditure cuts





































EXPENDITURE 

FINANCING CEILINGS

SETTING 



















SPENDING

Determination of expenditure financing

ceilings (EFCs)

Approval of EFCs by key SUs in general, 

without details according to the 

Budget Classification Codes

Spendings within approved EFCs 

allocated to key SUs

Control over cash disbursements
within EFCs in personal accounts of 

budget users

Cash Plan 

Producing





Procedure of financing ceilings setting 
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Decision made by Russian MoF to set EFCs

Forecasts (Key SUs)

Information on TSA balance

Developing framework for EFC setting

If insufficient liquidity in TSA – EFCs with parallel expenditure cuts

If sufficient liquidity in TSA – EFCs within the declared forecasts

Other liquidity increase options are possible

(e.g. extended use of sources: securities etc.)

No 

Yes 









Stages of expanding cash planning and forecasting scope
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Text



2014

Creation of conditions and approval of TSA forecasting preliminary results

 

Participants: 7 pilot RF constituents

Method: Electronic tables

Note: manual mode

Development of TSA forecasting mechanism and engagement of all participants

Participants:  

Federal-level participants, 

RF constituent-level participants, 

Local-level participants (8 pilot entities),

RF public non-budgetary funds (directorates)

Method: Electronic tables, FT Automated System

Note: manual mode, automated mode

Improvement, approval and trial use of full-scale forecast in TSA (bank account)

Participants:  

Federal-level participants,

RF constituent-level participants,

local-level participants,

RF public non-budgetary funds 

Territorial public non-budgetary funds

Method: FTAS GIIS "Electronic Budget"

Note: automated mode

Full-scale forecast in TSA (bank account)



Participants: All FT clients

Method: GIIS "Electronic Budget"

 

Note: automated mode

TSA cash flow forecast

Text



2015

2016

Text



2017

2018

Text



2019

Preparation (testing)

Piloting

Prototype

Commercial 

(final)





0	10	15	19	26	33	43	53	65	76	89	

TSA forecasting life cycle in prospect

16













Information

Bank of Russia

Russian MoF 

Clients 

Treasury of Russia

FT Automated System 

Electronic Budget

Other systems

Preparation of information for optimal decision-making

Targeting results

Collection and transmission, processing and storage, update of information

Single information environment ensuring information security, timeliness of information processing

Staff

Equipment

Ensuring continuous operation

Efficient management of TSA balances



"Big" TSA

Forecasting and 

targeting

Technologies

Resources







Thank you for attention!
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*









*

BALANCE TARGETING – A MUST FOR STA LIQUIDITY MANAGEMENT

Targeting of cash balance on the Single Treasury Account (STA) is understood as a set of measures to manage a daily cash balance. 



 identify the cash amounts to support a continuous execution of budget commitments and payments



Identify the buffer (minimum) balance on the STA



Identify a volume of temporarily surplus funds/funds raised on the STA to cover the potential temporary cash gaps on the STA







MAIN OBJECTIVES OF BALANCE TARGETING ON THE ACCOUNTS OF THE RUSSIAN TREASURY

*

Note: 

Profile Unit 1  - Profile Unit of the Russian Treasury responsible for STA monitoring and projections;

Profile Unit 2  - Profile Unit of the Russian Treasury responsible for placement, recovery and raising of funds.

		Targeting process parties		Subject of Targeting		Targeting Objectives		Justification documents



		

Profile Unit 1		

STA
		
Determine the maximum level of temporarily surplus funds
Determine the amounts to be raised in the capital market		

STA cash flow plans and projections (cash budget, current status, etc.)




		Profile Unit 2		

Other accounts of the Russian Treasury		
Full use of temporarily surplus funds

Fund raising in the capital market

Identification of the most profitable cash management tools in the current period
		
Plans and forecasts for placement/raising of funds (adjusted for the amounts of temporarily surplus funds/funds to be raised) 








































billion Roubles



«conditional zero»

«buffer» level

V 2

V 1 = 50            

0

t+90

t+15

t+70

t+20

t+75 

t+90 







V 1

V 3

V 4

t+15



LONG-TERM BALANCE TARGETING -  DEVELOPMENT OF PLACEMENT PROGRAM

V 2 =  150            

V 3 =  200

V 4 = 200            

t+50







*



t+75







BUSINESS PROCESSES OF THE FEDERAL TREASURY COMMISSION ON THE STA CASH BALANCE MANAGEMENT



*















*





billion Roubles



‘conditional zero’



‘buffer’ volume

0

t

DECISION MAKING FOR THE PERIOD ABOVE t+1 & ITS IMPLEMENTATION

Daily targeting perimeter

Prior to decision making

Prior to decision making











V 1

V 2

V 3

V 4

V 5

V 8

V n

V 6

V 7

*

1. Publication on the official website of the Russian Treasury

2. Notification of the credit agencies about the parameters

Approval by the Head

1. Use by cash budgeting units -  reflected in the projections

Commission Decision Draft

2. Generation of a daily targeting perimeter







CURRENT DECISION MAKING MATRIX ON THE VOLUME OF PLACEMENT OF TEMPORARILY SURPLUS FUNDS

(WITH DAILY BALANCE TARGETING)

16:00

Identification of the Volume of the Funds for Placement

(decision formulation)

Collection of key requests and generation of information for all TOFTs

(Territorial Offices of Federal Treasury)

Identification of the maximum level of the temporarily surplus funds

Endorsement  of the Commission Decision

Signing off by the Commission Chairperson

16:30

17:00

17:30

18:00

Operational interaction

*

*

*

*

*





*









DAILY TARGETING SPECIFIC FEATURES

billion Roubles



«conditional zero»

«buffer» volume

0

Period of moderate revenues

Период II

Period of large revenues



Key tax revenues(mineral extraction tax – MET, Value added Tax -VAT)

Targeting options:

algorithm № 1:   Vpl= Sf-Exp-P+Rpl-Buf

Vpl –volume to place

Sf – projected surplus funds (balance) as of t+1

Exp – expenditures t+1

P – payments (sources, ‘long placements’, other)    t+1

Rpl – recovery from placement t+1

Rev – revenues t+1

Buf -  ‘buffer’ volume

algorithm № 2:   Vpl= Sf-Exp-P+Rpl+85%Rev-Buf



algorithm № 1

algorithm № 2

*









IOOFT

Unstated payments for the amounts exceeding 1 million Euro need to be authorized by AFT*

EVCLI is the main system, while

SAT is a backup system 

TOFT

TOFT

authorization

 of additional TOFT requests

authorization

of payments on a same day basis

Bank account

№30101 TOFT

Bank account

№30101 TOFT

treasury account

treasury account

Public finance dept

SAT system

EVCLI system

Info account









* According to ENFiP  

AUTHORIZATION OF TOFT ADDITIONAL REQUESTS ON A SAME-DAY-BASIS 

(WITH DAILY BALANCE TARGETING)

*

Federal Treasury

























Federal Treasury





















































*





















DAILY MONITORING OF ACCOUNT STATUS AND TENDER PROCESS



t

t

16:30







17:00



t+1

09:00
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* Extreme necessity tool- practically unused

16:30

17:00

t+2

09:00



10:00

STA Monitoring

Acceptance of additional requests (urgent expenses)

		Monitoring:



      account status

      disbursement

      revenues

		Acceptance of additional requests (urgent expenses)



Statement processing

Account status identification

Targeting for t+1



Targeting for t+2

Statement processing

Account status identification

On-line

…

Selection;

Establishment of cut-off rate

 

Targeting results

Info on the need to apply a rigorous cutoff to crediting agencies’ requests

*

Selection;

Establishment of cut-off rate

 

Selection;

Establishment of cut-off rate

Targeting results

*

STA Monitoring

Acceptance of additional requests (urgent expenses)

STA Monitoring

Acceptance of additional requests (urgent expenses)

STA Monitoring

Acceptance of additional requests (urgent expenses)











FIRST IMPLEMENTATION RESULTS OF STA DAILY BALANCE TARGETING MECHANISM

Note: I period- period of steady revenues; II period- period of major revenues (a lumpsum cash revenue of 300-500 billion Roubles, caused by a timely payment of key taxes administered by the Federal Tax Service (VAT and MET)

weekdays

*





*









THE STA BALANCE DAILY TARGETING EVOLUTION 





Decision-making during period t

*Vpl – volume for placement

**Vpl(t) – net overnight – placement of funds at the end of a business day (t) until 9:00-10:00 (t+1) (recovery using BESP system).

*

		Notional Example:

		closing balance at STA (t)= 100R.  payments (t+1) = 70R. Revenues (t+1) = 50R.

		conditional zero 1		conditional zero 2		actual zero

		Vpl (t+1) = 100R. – 70R. = 30R.		Vpl (t+1) = 100R. – 20R.  = 80R.  
(20 – balance of counter cash flow(t+1) = 70-50)		Vpl (t) = 100 R. 
Vpl (t+1) = acc.to algorithm of “conditional zero” 2 = 80R.
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		Reduction of the STA balance volatility 



		Absorption of additional liquidity



		Optimization of the STA balance targeting algorithm



		Improvement of cash flow planning quality for

		 government extra-budgetary funds



		Cash budgeting perimeter extension



THE NEXT STAGE OF THE STA DEVELOPMENT  - NEW OBJECTIVES

Liquidity gain in 2017 

*
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1 Stage: STA cash flow projections for the period of t+90




2 stage: Identification of the level of temporarily surplus funds for various periods




3 stage: submission of targeting results to Profile Unit 2 for further discussion at the Commission








Algorithm of Decision Making by Commission




Review of cash budgeting parameters, federal budget execution outcomes,
STA status

Development of decisions on placements, including their parameters
(terms, rates, limits, etc.)

Development of decisions on purchase/sale of foreign currencies

,\ Review of failures to meet contract terms by the credit agencies, etc.
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IOO FT (interregional operations office
of the federal treasury




PROFILEUNIT 1




PROFILE UNIT 2




> Depends on the liquidity fine-tuning tools

> Corresponds to the fine-tuning period

> Reassessable value

> Covers expenditures and payments t+1, t+2

The targeting benchmark now is a ‘corridor’ of 150-
200 billion Roubles





Periods of moderate and large revennes




Buffer volume:
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Significant STA balance
reduction








Temporarily surplus available for placement for one day is usually larger than an actual
placement volume

reasons: a) recommendations of the Bank of Russia;

6) market failure to absorb surplus funds due to insufficient diversification of
FT placement instruments









1) Diversification of instruments for 1 day placement;
2) New capital market liquidity management policy :
*® FT— an independent capital market participant;
*® Bank of Russia —a regulator with consideration of balance dynamictrends in
Russian Treasury accounts





Solutions
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OBJECTIVES




The next stage implementation result
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BALANCE TARGETING-A MUST FOR STA LIQUIDITY
MANAGEMENT

( \ .. largeting of cash balance on the Single Treasury Account (STA) is understood as a set of
- )] measures to manage a daily cash balance.
o\

Tareetine-associated measures:
- -

identify the cash amounts to support a continuous execution of
budget commitments and payments

Identify the buffer (minimum) balance on the STA

Identify a volume of temporarily surplus funds/funds raised on the STA
to cover the potential temporary cash gaps on the STA









2

BALANCE TARGETING –A MUST FOR STA LIQUIDITY 

MANAGEMENT

Targetingof cash balance on theSingleTreasury Account (STA) isunderstood asa set of

measurestomanageadailycashbalance.

identify the cash amounts to support a continuous execution of 

budget commitments and payments

Identify the buffer (minimum) balance on the STA

Identify a volume of temporarily surplus funds/funds raised on the STA 

to cover the potential temporary cash gaps on the STA
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Federal Treasury Fiscal Operations Division



Operations to Manage Balances

 in the Treasury Single Account







Moscow

2017







Key Stages of Operations Development

Slide *

MoF and Treasury decision on the need for cash management

Legal framework for placement of funds in bank deposits 

Placing funds in bank deposits – first operations Central Bank- MoF-Treasury 

Deposits – anti-crisis instrument of the Russian Government

New mechanism for placing Treasury’s deposits

New authority of the Treasury – to manage cash balances

Foreign currency purchasing

Loans to constituent entities of the Russian Fed.

Foreign-currency deposits

Loans to municipal entities

Overnight repo

Multi-day 

repo

Demand deposits

Currency swap

Purchasing foreign currency on stock exchange

Instruments to attract funds







Key Objectives of Operations

Slide *







Slide *

Key Elements of Operations







Slide *

Some Elements of Operations







Types of Operations

Slide *







Slide *
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Requirements to Lending Organizations when Placing Funds in Bank Deposits

6 banks

24 banks

		Hold General License issued by the Bank of Russia  

		Own funds (capital) from 250 billion rubles

		Have Russian rating at least at the investment grade level (ACRA)



		Hold General License issued by the Bank of Russia 

		Own funds (capital) from 5 billion rubles

		Have international rating at least at the investment grade level (Fitch-Ratings, Standard & Poor's, Moody's Investors Service)









Terms of Placement

Applications for Funds Within the Limit

Cut-off Rate

Set of Applications

Drawdown





Offer

Funds Transfer

Contract Award

Tender

Offer Acceptance

Arrangements for Placing Funds in Bank Deposits 

Slide No. *

Account Statement





Treasury

of Russia

Lending

Organizations

1

6

7

5

4

2

3
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9

9
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Results of Placing Funds in Bank Deposits



as of 01.03.2017





*
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Purchase Offer

Sale Applications (limit)

Cut-off Rate





Set of Applications

Trade Settlement



Arrangements for Carrying Out REPO Operations

1

5

5

4

2

3

Trade Settlement

Russian MoF 

Report

6

Bank of Russia

Selection Criteria, Cut-off Rate

Applications Register, Agreements Register





Budget Funds

Trade Mechanism 

(Depositary, Clearing Organization)

Tendering

Slide No. *



Bank of Russia

Lending

Organizations















Government Securities







Treasury 

of Russia 









Results of Carrying Out REPO Operations 

for 2015-2017

(as of 01.03.2017)

Placement Amount, billion rubles

Revenue Amount, billion rubles

Slide No. *

7 and more days

7 and more days
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Key Conditions for Issuing

 Public Budget Loans 

Slide No. *





*









Arrangements for Issuing Public Budget Loans





Account Replenishment (4th day)

Application for Funds (2d day)

Loan-related Reporting



 (every 10 days)

Loan Agreement Signing and Funds Transfer (4th day)

or Rejection

Verification:

-authority of officials

fitting in the fund limit (1/12 of revenues)

term up to 50 days

repayment until 25 Nov

interest rate according to the budget law

limitations





6

4

2

5

3

1

Slide *

Federal Treasury 

Central Office

Fiscal Operations 

Division









Addendum to the Agreement (Loan Agreement) signed by the Borrower 

(loan amount, term, interest rate, date of borrowing and date of maturity)

(within 4 days)





Borrower

(in the person

of an authorized

body)







*









2,297.6

billion rubles

151.0

billion rub.

Slide No. *

as of 01.03.2017

Results of Issuing Public Budget Loans

for 2014-2017

		Year		Constituents of the Russian Federation 		Municipal 
Entities 

		2014		521.6		- 

		2015		869.6		47.2

		2016		758.6		89.6

		
2017               
(as of 01.03.2017)		147.8		14.2

		TOTAL		2,297.6.		151.0
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Key Conditions for Foreign Currency Purchase 







Arrangements for Foreign Currency Purchase 

Slide *

1

2

3

4

Order on the Use of Additional Oil and Gas Revenues

Information on the Results of Foreign Currency Purchase  

Foreign Currency Purchase

Revenues Transfer

Treasury of Russia

Bank of Russia

MoF









Russian Treasury's Account
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Foreign Currency Purchase Statistics

Transferred to the Reserve Fund

Paid % revenue 

 285.9 thou. rubles

Paid % revenue 

9,893.1 thou. rubles







Consolidated Information on Cash Balance Management Operations for 2008-2016

as of 01.01.2017

Slide *

98,574.58 billion rubles

319.58

billion rubles





*









Risk Management in Operations

Slide *

Regulatory Framework:

		Setting requirements to lending organizations (gen. license, capital, lack of liabilities for FT operations etc.)

		Entitling Treasury to:

		 non-acceptance write-off of lending organization's liability in respect of deposit operations and repo agreements;

		write-off of budget loan liabilities against revenues in the regional and local budgets;

		open carrying-out of operations (www.roskazna.ru) 



		Arrangement for internal control 

		Division of authority (front-office, back-office, middle-office) 





Agreement on service quality control with contractors (Public JSC Moscow Exchange, Non-bank Lending Organization JSC National Settlement Depository)
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Prospects of Operation Types Development  

		Demand Placement

		Currency Swaps

		Purchase/Sale of Foreign Currency on Stock Exchange



		Non-Budgetary Funds, Public Corporations



		Currency Swaps

		Direct Repos

		Loan Attraction







*











2005 2008
Pewenme 2007 PasmelieHHe cpeact 20082010
Cosnatine 2 e NlenosuToi - 2012
pyKosoaCTEa Wa GaHKoBCKHX
HOpMTHBHOI Gabl AHTUKPUBICHBI Hosbii MexaHvam
Mukgwra u AenosTax - nepsbie
" oA pameuserme UHCTpyMeHT pasmeuiennn
Kasaueiicrea o onepauun
cpeacra Ha MpasuTenscrea Aenosuros
HeoBxoanmocTH LieHTpanbHbiA Bank- f
6aHKoBCKIX Poccuiickoit Kasnaueiicrea
UL U AenosuTax RLIHIT enepaun
nvkBaNoCTbIO Kaswaueiicrao

2013
Hosoe nonHomouue
Kaswaueiictea—
ynpasnenve
ocTaTKamu cpeacTs

2013
Mokynka
UHOCTPaHHOH
Baniorsl

2014
KpeauTsi cyGbexTam
Poccuiickoi
Genepauun

2014
Baniothble
AenosuTh!

2015
KpeanTs!
MyHMUMNaNbHBIM
06pazoBaHmAM

2015
Peno overnight

2016
MHoroaHesHoe
peno

2017
Aenosutel A0
BOCTpeGOBaHus

2018

BanioTHbli ceon

2018
Mokynka
MHOCTPaHHO/
BanioTL! Ha GupHe

2018 - 2019
MHCTpymenTb!

npuBneyeHms
cpeacTs





To ensure regular and frequent To guarantee certain minimum
carrying-out of operations amount for carrying out operations

Considering data on financial market
environment to bridge supply and
demand

To offer a range of operations with
varied terms

To offer an open and regulated
mechanism for carrying out
operations

To use a modern efficient trade
platform

To make operations of the Federal
Treasury one of the “beacons” on the
financial market




Transparency and
Accountability in the
Process of Carrying out
Operations

Legislative and
Regulatory Framework

Software and ICT
Infrastructure

1=

Harmonized Decisions
within the Public
Finance Administration

Modern Payment
Settlement and Trade
Infrastructure

W <

Efficient Risk
Management
Mechanisms

Full Financial Reporting





Legislative and
Regulatory
Framework

¢ Budget Code; sectoral
laws

¢ Regulations approved by
the Government;

e Operational procedures
approved by the
regulations of MoF and
Treasury;

e Internal orders of the
Treasury on workflows.

Transparency and
Accountability

¢ All the decisions are
made only based on
public requirements;

® Prior disclosure of
information;

e All the actions are
regulated by the
regulatory framework.

Harmonized
Decisions

¢ All the mechanisms are
coordinated between
the Bank of Russia, MoF
and the Treasury;

¢ All the decisions on the
characteristics of
operations are
mandatorily coordinated
between the Bank of
Russia, MoF and the
Treasury;

¢ Daily exchange of
information between the
Bank of Russia and the
Treasury.




Loans to the

Placement of budgets of
funds in bank Purchase of constituent
deposits securities based  entities of the  Foreign currency
in rubles and on REPO Russian purchase
foreign currency ~ agreements Federation and

local budgets




* Placing Federal Budget Funds in
Bank Deposits





























































Trade Mechanism
(applied software of
Stock Exchange )




















Placement
Amount




Revenue
Amount




2017 2008 5099

42,829.37

billion rub.

29.9%
20.6%





2017 »q08

276.85

billion rub.

—

17.5%





» Securities Purchase (Sale)
Transactions Based on REPO
Agreements
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* Loans for the Budgets of the
Constituent Entities of the Russian
Federation and Local Budgets








¢ Loan is issued by the Russian Federation (Treasury) to the constituents of the Russian Federation and municipal entities.

 The Federal Treasury Division signs an agreement with the borrower at the place of opening account 40201 (40204) for the
current financial year.

« The loan is issued from the cash balances in the single account of the federal budget.

« The loan is issued in the amount of up to one twelfth of budget revenues, excluding subsidies, subventions and other
targeted inter-budgetary transfers.

« Annual interest rate — 0.1%.

« Loan period should not exceed 50 days, given it is repaid until 25 November.

« A loan agreement is signed to get the loan issued (3 business days from application to drawdown).

¢ Only one loan is given per time.

« Loan is not issued in case of budget funds in bank deposits.

AL L LS













Fed. Treasury
Territorial Office

Borrower’s Account
40201,40204

































Constituents of
the Russian
Federation

Municipal Entities












* Foreign Currency Purchase J









Foreign currency purchase/sale on domestic currency market:

“To increase the stability and predictability of internal economic conditions and reduce the effect of changing energy
market environment on the Russian economy and public finances”.

The volume of foreign currency purchase/sale operations depends on the amount of oil and gas revenues received in
the federal budget exceeding the amount estimated in the federal budget for the current year:

everything that is over 40 USD/barrel.

Purchased foreign currency is placed by the Treasury in foreign currency bank accounts opened for the Federal Treasury
at the Central Bank.

The amount of purchase (sale) of foreign currency and the

date of purchase (sale) of foreign currency are determined

by the Treasury in coordination with MoF so that to ensure
uniform conversion of funds within the target period.

Interestis paid on cash balances placed in foreign
currency bank accounts opened for the Treasury at the
Central Bank.
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Purchased currency
worth

10,000.0 million rub.





Purchased currency worth
202,241.1 million rub.





Purchased currency worth
113,059.2 million rub.





142008

1.8%
14 2009
0.7%
i 2010
2013 o000 2011 g4y
6.0% 2.2%

2.1%




M 201
6.1%









Placement
Amount




Revenue
Amount




Current
Internal Risk
Management

Current
External Risk

Management

Preventive
Measures

















Accommodation of
Public

New Funds New Funds
Accommodation Attraction
Operations Operations

Organizations’
Funds
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Key Stages of Operations Development

Slide 2

MoFand 

Treasury 

decision on 

the need for 

cash 

management

Legal 

framework for 

placement of 

funds in bank 

deposits 

Placing funds in 

bank deposits –

first operations 

Central Bank-

MoF-Treasury 

Deposits –

anti-crisis 

instrument of 

the Russian 

Government

New 

mechanism for 

placing 

Treasury’s 

deposits

New authority 

of the 

Treasury –to 

manage cash 

balances

Foreign 

currency 

purchasing

Loans to 

constituent 

entities of the 

Russian Fed.

Foreign-

currency 

deposits

Loans to 

municipal 

entities

Overnight repo

Multi-day 

repo

Demand 

deposits

Currency 

swap

Purchasing 

foreign 

currency on 

stock exchange

Instruments 

to attract 

funds
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Interaction between the Federal Treasury and
the Bank of Russia with respect to the Single
Treasury Account cash management

April, 52017

Alexander Polonskiy,

Deputy director

Monetary Policy Department
Bank of Russia





Bank of Russia steers the interbank overnight rate through the monetary
2 policy instruments in order to achieve the inflation target

Bank of Russia = Menetary pelicy
Instruments I » transmission » 71
mechanism

lcBR

Bank of Russia’s actions Bank of Russia’s goals

Determining the key rate (KR) Development of the interest rates in the economy
consistent with the achievement of the inflation target

Determining the volumes of operations Convergence of the interbank overnight rate to the
KR (operational target of the monetary policy)





Short-term money market rates are close to the KR
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2'I'rﬁe banking sector switched to the structural liquidity surplus
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I Liquidity factors —Structural liquidity deficit /surplus





Federal Treasury operations help to smooth the effect of budget
flows on the banking sector liquidity

The effect of the change of the balances at the general government accounts with
the Bank of Russia on the banking sector liquidity
("+" liquidity inflow, "-" liquidity outflow)

Bin rub (accumulated year-to-date) 2016
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1400
1200 - 3000 -
1 000 -
800 - 2500 A
600 - 2 000 -
400 -
200 - I‘H 1500 -
0 T T i T T T n T T 1 000 |
-200 -
-400 500 -
-600 - o
-800 -
-1 000 1 -500
-1 200 - 1000 4
-1 400 -
-1 600 -1 500
1aHB 1 e 1 map 1anp 1 mam 1uoH 1mion 1aer 1cedH 1okt 1HOA 1 pek 1aHB 1 peB1 map 1anp 1 mant 1 moH 1 mion 1 aer 1ceH 1okt 1Hos 1 gek

—including deposits and repos of the Federal Treasury

—excluding deposits and repos of the Federal Treasury





Federal Treasury operations in the presence of structural liquidity
surplus compensate liguidity shortages of some banks
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Interaction with the Federal Treasury with respect to banking
sector liquidity management

Bank of Russia makes the recommendations to the Federal Treasury on the
following parameters of repo and deposit operations :

« volume of operations;

« terms of operations;

« the minimum auction rate;

« eligible collateral for repos.





8

Main principles of the Bank of Russia recommendations on the
parameters of Federal Treasury operations

*Allotment volumes for Bank of Russia operations are established under the assumption that
the Federal Treasury will allocate all its funds, that were declared to be placed in the banking

sector.

*The Bank of Russia has to control the volume of liquidity supply on short-term segment of the
money market. Therefore, it is preferable for the Federal Treasury to allocate the funds on the longer-

term segment (i.e. over a week). The volume of overnight operations shouldn’t be large.

» Banks and the Bank of Russia should have certainty about expected liquidity flows. Thus the

volumes allocated with T+0 settlement also should be limited.

» Rates for the Federal Treasury operations should be close to the Bank of Russia key rate in
order not to create competitive advantages for a few banks, that are allowed to participate in these

operations.





In a nutshell...

® The cash management by the Federal Treasury enhances

the efficiency of monetary policy implementation

® Bank of Russia welcomes an increase in the range of the
Instruments available to the Federal Treasury for cash

management purposes
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Thank you for your attention!
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Central Banks and Treasuries: an International Perspective

Different policy objectives and operational requirements

Strains between fiscal and monetary policies

Inconsistent objectives  for different parts of government balance sheet

Operational conflicts or clashes – including central bank reluctance to see MoF taking a bigger role



Common interests

Efficient debt, cash and monetary policy operations

Development of the financial market, especially money market

Avoiding market disruption or confusion



Requires



Clarity and understandings about responsibilities, objectives & interactions

Backed by effective governance and coordination arrangements









Today’s Agenda!
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An Overview – Policy and Operational Interaction



1. Facilitating Macroeconomic Policy Coherence

2. Managing Government’s Balance Sheet

3. Financial Market Operations, implementation and coordination





4. Services



The focus today on 3 and 4; but first some brief comment on 1 and 2







‹#›

Primarily focus on 3 & 4 – but speak briefly about 1 & 2

3



Macroeconomic Policy Roles

Over last 30 years drive towards separating monetary policy from fiscal and debt/cash management policies

Reflects need for clarity, strategic focus and accountability

Using different instruments to meet different objectives facilitates greater transparency and predictability, enhancing policy credibility,  effectiveness and accountability

CBs focus on inflation.  

MoFs focus on fiscal policy to manage aggregate demand

Debt and cash management support fiscal policy with their own policies and objectives

Protecting “independence” of CB still requires high level policy coherence





‹#›

Some Qualifications

In practice cash and debt operations may affect monetary policy operations & vice versa

Particularly in less liquid markets

Even in developed markets, model under strain recently from quantitative easing - affects shape of yield curve, may affect debt management operations

Historically, central banks have had greater  involvement in financial markets – and developed capability accordingly

Often reluctant to see untested Ministries/Treasuries take over

Requires cooperation to avoid roiling financial markets 

Policy separation therefore still requires mechanisms

To facilitate high-level policy coherence

To underpin financial management strategy (debt & cash) 

To ensure coordination at operational level

To smooth the transition





‹#›

High-level Policy Coherence: Facilitating Mechanisms

In practice, CB not always completely independent 

Close to complete independence in Eurozone 

But Government (or Congress, as in Mexico) may retain some responsibilities, for appointments or target setting, or even policy override

Different mechanisms

Ranging from information exchange to policy coordination

Eurozone: the original stability and growth pact is being replaced by an intergovernmental treaty setting tighter budget rules 

Fiscal Responsibility Laws that include target or ceiling deficit and debt levels

MoF observers on Monetary Policy Committee (eg UK, China)

Many under strain during financial crisis – and since

In middle income countries (less so in OECD) potential use of Public Debt Committee (PDC) or similar to facilitate coordination – see later
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Debt Management Strategy (DMS)



2. Managing Government’s Balance Sheet
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Debt Management Strategy (DMS)

Development of the Debt Management Strategy 

All countries increasingly taking account of structure of assets as well as liabilities 

Risk minimized when characteristics of assets and liabilities match

Important analytically; but can be problematical

Substantial assets (FX reserves) under control of CB not MoF

CB should be consulted in preparation of DMS

Identify conflicts with monetary policy, comment on financial market realism

But often reluctant to bring FX assets into purview - a governance challenge

Annual borrowing plan (ABP) prepared by MoF

MoF also prepares more detailed quarterly calendar, and leads on consultation with market and relationship with primary dealers

ABP in consultation with central bank; but may be reluctant to leave it at that

Public Debt Committee (PDC) or similar has a potential role to facilitate coordination – see also below
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Coordination Structures: Operations and Services



3. Financial Market Operations, implementation and coordination
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Changing Roles of CB and Treasury

Traditional Roles

Treasury: Treasury primarily a gov’t payment office; TSA incomplete; limited cash management

CB: managing domestic monetary conditions, including impact of gov’t cash flows; directly influencing cash and debt management policies through its role as fiscal agent; range of services supplied to treasury 

Problems

Excess government liquidity; lack of interest on balances => a subsidy to banks

Volatile government cash flows complicate monetary policy operations

CB’s implementation of debt and cash management policy potentially conflicting with monetary policy goals

CB lending to government risking adding to inflation
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The Modern Treasury Framework

Central Bank

Treasury

Monetary Policy

Cash & Debt Management

Pooling government liquidity

Managing cash actively

Financing transactions

No direct borrowing from CB

Responsible for

Responsible for







Money market

Services Supplied

Cash Flow Forecasting

Budget execution

Payment processing

Accounts

Other core functions

Supported by

Developing the TSA





Government’s

banker
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Implications for Central Bank

Movement of liquidity away from the banking system as TSA develops

But as cash management develops:

Treasury will reduce cash balances – recycle to banks

Reduced volatility of cash balances will benefit central bank – the counterpart is reduced volatility in banking sector liquidity

Bank may remain as fiscal agent – but clarity important

Coordination and cooperation

Clarity on responsibilities and information flows

Operational interactions – eg auction timings

Mutual development of money market
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Active Cash Management and Monetary Policy

The liquidity of the domestic banking sector depends on:

The monetary policy operations of central banks - borrowing or lending to credit institutions, reserve requirements, deposit services, etc.

"Autonomous" Influences - demand for banknotes by the public (predictable), net inflow of foreign currency (which depends on the policy of intervention) and changes in government deposits at the central bank (ie, changes in the balance of TSA)

Less fluctuation in cash flows of the government through the TSA, implies less fluctuating monetary liquidity / market banks (other factors being equal)

Less weight should be assigned to monetary operations to control liquidity

Active cash management functions and facilitates the task of central banks
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The Central Bank’s Balance Sheet
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Implications for Commercial Banks

Efficient (electronic) payment systems, internal integration, connectivity to RTGS

Reduced need for balances in banking system or intermediate transactions accounts

Facilitates use of ZBAs and overnight sweeping

Implications for finances of banks

Less interest free money from government

But government should remunerate transactions services

Improves transparency and incentives

[Immediate loss of liquidity can be eased by monetary policy – or use of standing facilities]

Commercial banks become direct counterpart of treasury in money market
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Coordination
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Common Interest in Money and Bond Market Development

Collective but sometimes competing objectives

- Many countries fail to grapple with the challenges - although may set up a steering committee with e.g. CB chair
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MoF





Efficiency of bond and money market





Central Bank





Clear interest in efficiency of money market





Regulators





Regulators also often have mixed objectives





UK DMO formal objective “to promote the liquidity, stability and efficiency of the [Government bond and Treasury bill] markets”





Competition, efficiency, growth, consumer protection, stability…..





But multiple objectives related to efficiency and security of financial markets



















Some Specific Sources of Tension

Central banks do not always accept case for active cash management

Active cash management is demanding and risky

Concerned about “competence” of government – e.g. in cash flow forecasting, ability to intervene properly, wrongly signalling to market 

Central bank bills (CBBills) alongside TBills risks fragmentation of secondary market liquidity

end up costing both institutions more, as liquidity in both is limited 

Timing and amounts of Government auctions should fit with bank’s monetary policy operations

Avoid draining/supplying liquidity simultaneously

Government cash flow forecasts support monetary policy

Interest on the TSA and impact on central bank’s costs
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Treasury bills or Central Bank bills?

Important issue in many countries

Build up in domestic liquidly

Linked with FX inflows (and unwillingness to let exchange rate float)

Central bank issues own bills since lacks other tools to absorb liquidity

May be possible to mitigate problem by central bank and MoF agreeing to issue paper of different maturity

Example: central bank issues CB-Bills of 2 weeks or less and the MoF TBills of 3 months or more

Reduces problem but does not remove it

MoF can overfund the borrowing requirement, by issuing extra TBills or TBonds

Depositing the surplus cash in a sterilized account at the central bank

In Mexico during the 1990s, the central bank bought the T-Bills issued by the government, selling them into the market as it needed to drain liquidity. 





‹#›

19



3













TBills or CBBills, continued

More tailored approach 

The MoF sells additional TBills at the request of the central bank, as an add-on to the normal auction,

Sterilize the proceeds by holding them in a separate account at the central bank, remunerated at the discount rate set in the bill auction. 

Arrangement and amounts involved must be made transparent

Examples: Mozambique, Macedonia, India, Mexico, Colombia

This requires

Trust between the MoF and central bank. In particular relies on willingness of the MoF always to accept a request from the central bank to issue additional TBills for monetary policy reasons. 

May also be difficult where the central bank’s borrowing requirements are much greater than the MoF’s: central bank may want more control over the choice of maturities or conduct of the auctions, not just a simple add-on to the MoF’s issuance plans
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Payment of Interest on the TSA

Agreement needed on the rates of interest paid on the TSA balance and any other government’s deposits at the central bank. 

International experience varies, but best practice to pay a market-related rate:

Improves accounting transparency, avoids the implicit cross-subsidy associated with administered rates.

Removes the incentive for the MoF to take economically inappropriate decisions, eg placing funds in commercial banks with low credit ratings.

Similarly, in the interests of transparency and proper financial incentives the MoF should pay transaction-related fees

It is not always easy to move fully in this direction

There may be legislative constraints. 

To pay administrative fees room needs to be found within the budget, even if net debt interest payments are reduced by more. 

Payment of interest on government deposits will affect the central bank’s profits.

If the central bank is loss-making or government cash balances are large, payment of interest may financially undermine the central bank: long run solution may be recapitalisation
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Some Other Policy Issues

TSA in Commercial Banks

Intermediate bank may protect CB from cash volatility, but

Potentially weakens Treasury’s leverage over management of cash flows 

Coordination more complicated; information sharing more cumbersome

Exposes the government to moral hazard and credit risk

Lack of transparency and cross-subsidy may affect development of banking sector

Any use of overdraft must be defined

Term, rate, speed of repayment

Structural surpluses – wealth funds, fiscal reserve funds etc – may be managed separately

On or off CB’s balance sheet [Peru, Trinidad, Botswana]

In both cases need transparent governance, agreement on objectives, asset allocation, reporting etc

Funds on CB’s balance sheet complicate ALM analysis – as above
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Coordination Mechanisms

Formalize objectives and understandings 

Legislation, Decrees, Regulations where needed

Terms of reference of committees and working groups

Memorandums of Understanding or Protocols on operations

Service level agreements (SLAs)



Treasury “ownership” functions logically separate

Financial performance of CB, rules applying to dividend, capitalization, etc

Best managed separately from operational interactions
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Coordination Structures

Must cover both policy and operations

At different levels

Minister/Governor

Shadowed by regular meetings between senior ministry and central bank officials

Handle high level policy issues, firefighting

Identify areas for cooperation

Formal committee structures, e.g.

Public Debt Committee for high level policy coherence

Cash Coordination Committee for daily or weekly operations

Technical working groups

Day to day operational interaction
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Role of Public Debt Committee (PDC)

Main role is approval of DMS [and ABP]

Mandating those responsible for strategy execution; setting targets and objectives; and subsequent monitoring of performance

Chaired by the Finance Minister (or senior official reporting to Finance Minister): includes representatives from relevant functions (Treasury, Macro-Fiscal and Central Bank): Debt management team is Secretariat  

Note that the Committee:

Facilitates separation of policy formation from execution – with benefits to clarity and credibility

Ensures DMS is consistent with the thrust of macro-economic and fiscal policy more generally – and does not conflict with monetary policy

Helps to buttress operational independence of debt managers, reducing risk that CB (or others) will second-guess or intervene in debt management decisions once the strategy has been set

[Agree cash management reform program; and operational parameters]

May meet only half-yearly, to approve the DMS (e.g. at the time of the budget) and a mid-year review
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Cash Coordinating Committee

Useful and widely used coordination mechanism for short-term cash management decisions

Meets weekly, chaired e.g. by Head Treasury

Including also budget division, debt managers, [central bank], tax authorities, possibly large spending ministries

Delegated authority for decisions within agreed parameters

Main responsibilities:

Review cash flow outturns, and the comparison with forecasts

Review cash flow forecasts for the period ahead

Decide on the action needed to ensure cash adequacy over the period ahead [making recommendations accordingly]

Supported by Cash Management Unit (CMU)

Responsible for forecast preparation, database, error analysis etc

Also preparation of scenarios and what-ifs 







‹#›

Central Bank and the CCC

Important that government cash flow forecasts passed to CB

Input into CB’s own liquidity forecasts informing monetary policy operations

CB will still need to handle residual cash flow fluctuations, unless Treasury can accurately fine tune

Need not be handled through the CCC

Communicated separately; updated on the day

In practice

CB knowledge of recent money market can be helpful in deciding financing strategy

Politically convenient to include CB on CCC

But: the decisions are for the MoF/Treasury 
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Debt and Cash Management: Coordination

*PDC: main roles: high-level policy and risk framework for debt [& cash] management; preparation/approval debt strategy; mandating execution responsibilities; target setting and performance monitoring

CCC may report to Minster or be constituted as a sub-committee of PDC
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Some Issues for the MoU(s)

The joint program for the development of the money market

Including policies and operations for bill issuance and the respective roles of CBbills and Tbills

How the CB reports its and the market’s views about the debt and cash management program and operations (might be covered by the PDC)

Choice of primary dealers or auction counterparties

Shared or independent 

The payment of interest on government balances at the central bank

Has be agreed at the policy level, but the basis of interest – maturity, relevant market analogues, etc – should also be identified (or in SLA)

Information exchanges – respective responsibilities

Mechanism of communication and issues covered (e.g. the prospective auction schedule, cash flow forecasts, banking information) 

Determinants of e.g. the timing of respective auctions and the associated market announcements and any prior warning

[Where the treasury is able to borrow from the CB], understandings of the limits (sums, maturities, ability to roll over etc.) of such borrowing
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Coordination Structures: Operations and Services







4. Services







‹#›

A Range of Services

The range of services supplied is potentially wide

As well as banker, often includes fiscal agent, settlement agent, registrar…

Important to clarify roles and responsibilities, and expectations – i.e. a SLA

Wide variety of SLAs in practice

Often several,  covering separate policy matters or services

Work in progress in many countries 

Services required from CB as banker (and of commercial banks) varies greatly.  Depends on:

TSA and payment structures

Whether there are regional branch networks of MoF and CB

Ability to control expenditures through GIFMIS
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Service Level Agreements (SLAs)

Includes performance indicators or quantitative targets

Some examples of issues covered

The notice that both sides would give of any impending change in the auction pattern or timetable

The turnaround times by the central bank in handling any relevant transactions, e.g. as fiscal or settlement agent.

Details of information flows in either direction, with intended timing, e.g. of cash flow forecasts or transactions across the TSA.

The basis of calculation of fees paid for the services (potentially covering compensation for any failure to meet the specified service)

Details of the rate of interest to be paid on government accounts

Exchange of risk-related information (including audit information)

The handling of any business continuity problem

The arrangements for handling disputes and for review of the SLA

SLA  normally reviewed regularly , e.g. every year, fees reassessed
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Conclusion

Essential there are mechanisms to ensure consistency at high level between monetary policy, fiscal and debt management

In OECD countries and in emerging markets - highlighted by QE

CB needs to be engaged in preparation of DMS

Operational coordination and cooperation between the CB and those responsible for the management of debt or cash is also important

The modern management of cash may affect the operations, finance and government balance sheets, the CB and commercial banks

Movements of liquidity:  but in time reduced fluctuation in cash balances benefits monetary policy

Interest payments and transactions fees improve transparency and remove cross subsidy

Importance of structuring at different levels

Areas of contention – but scope for cooperation, especially in money market development

MoUs and SLAs bring clarity and remove misunderstanding



Thank You!
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Ideally, the IFMIS should be the Primary Source of data for Forecasting



Full integration of all possible cashflows into the IFMIS – 

Daily Bank Reconciliation – increases reliability regarding the correctness of the cashflow transactions

Commitment Control – recording of contracts when they are legally enforceable – additional useful information on future cashflows 

Due Date – terms of trade for the government – provides absolute certainty regarding contractual payments over a given period 
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Commitment Controls

By just capturing commitments for the top 5-10% of payments by value, you record 90% of the required cashflows future cashflows

Including indicative dates at the time commitments are recorded would obviously be a useful addition  - including projects with multiple payment points 







Due Date

Ideally, forecasting should be three months in advance to allowance issuance of securities -  but this is a capacity which can be developed over time – in the shorter term developing a due date concept can also be useful

Once goods and services are received you recognize the accounts payable. The government due date is a set period after this, typically 30 days.

You pay on the 30th day, not before and not after

This ensures a constant stock of 30 days of all upcoming contractual payments. 

The IFMIS has absolutely perfect information on all contractual cash outflows for the next 30 days  - these are the cashflows most difficult to forecast  





The Use of Models in Liquidity Forecasting

Annual forecasting for the underlying cash balance and government liquidity forecasting are different and generally require different approaches

Few countries use complex econometrics models for government liquidity forecasting – simple historical data analysis generally works best, supplemented by the gathering of regular information from stakeholders

You can not just build a model where you plug numbers in for government liquidity forecasting- this Ignores the variability common in short-term cashflows 

The problem is that the shorter the period the more volatile the flows – most intricate models fail to provide a useful analytical framework. Sometimes sophisticated tools hinder rather than help our work

Thus developing a daily cashflow historical dataset in excel or a database to help analyze future flows is likely to be the most effectively model

Who has a short term government liquidity model? What is each country using at present?





Building a Simple Model is Often the Best Solution
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Linking down-from and up-to monthly forecasts is also key

7







Shared Folders for Regular Updating by Stakeholders is a Useful Strategy  

This is sometimes referred to as a “Community of Practice”

It allows common files to be shared and updated within a specific group – for example the Cashflow Operations Committee

Inputs would be required from key revenue collectors at least weekly to update specific trends, issues and anomalies. Deadlines would be set within the committee rules to allow participants adequate time to review the new datasets and tables prior to the weekly meeting – excel templates for regular submissions could be available 

At the weekly meetings the underlying assumptions and proposed changes would be discussed and consensus reached by the group 

Daily data could also be shared where additional inputs are required where variations to forecasts exceed certain threshold percentages 





Monitoring the Model is the key

It is a forecast, and given its short-term nature, volatility is normal

So monitoring each day and week is critical. Also examining whether short-term trends are becoming long term structural changes is important 

Ensuring forecasting errors are monitored and investigated is particularly important in any forecast  

This is not rocket science, but it is interesting how effective regular analysis can be in developing skills to predict future trends and anomalies 
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201X Budget Expenditures by Amount

Grouping by Total Valued % Cu!'nmulat Number: of Cummulative
amount ive % Transactions | % %
Below 1,000
62761970 0.41% 100.00% 293420 63.11% 100.00%

1,000-2,000 56924069 0.37% 99.59% 40213 8.65% 36.89%
2,000-5,000 155344051 1.01% 99.22% 48085 10.34% 28.24%
5,000-10,000 185210557 1.21% 98.20% 26265 5.65% 17.90%
10,000-20,000 285521427 1.86% 97.00% 20243 4.35% 12.25%
20,000-50,000 549396510 3.59% 95.13% 17323 3.73% 7.89%
50,000-
100,000 549853350 3.59% 91.55% 7893 1.70% 4.17%
100,000-
250,000 885713958 5.78% 87.96% 5729 1.23% 2.47%
250,000-
1,000,000 2014668642 13.15% 82.18% 4251 0.91% 1.24%
1,000,000-
5,000,000 2307871270 15.06% 69.02% 1174 0.25% 0.32%
Above
5,000,000 8266491590 53.96% 53.96% 320 0.07% 0.07%
Total : 15319757400 100.00% 464916 100.00%
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Item Monthly Forecast | Week One
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