KINGDOM OF BAHRAIN

Ministry of Finance H




Financial Manual - Introduction

This Manual sets out the financial and accounting policies and procedures necessary to control and
account for all funds properties. assets, liabilities and commitments of the Government of Kingdom of
Bahrain.

These policies and procedure are subject to amendment from time to time, if the need arises, as
directed by the ministry of Finance.

Objectives of the standard finance manual

o To safeguard the fund, properties and other assets of the Government of Kingdom of Bahrain.

e To ensure that all Government financial transactions are correctly recorded and accounted for.

e To standardize the accounting treatment and the financial administration of all Government
transactions at all levels of Government organizational structure

e To maintain a high degree of consistency of accounting treatment of the financial transaction in
all ministries and Government Establishments.

e Torecord and control all payments from, and revenue to Government Fund

e To identify the financial obligation and commitments of the Government

e To outline accounting and financial policies for inclusion in future system design
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Introduction:
1-1-1 This section of the Standard Finance Manual determines the

objectives and provisions that governs the issuance, amendment &
cancellation of Standard Finance Manual systems.

Issue of the Standard Finance Manual systems:

1-1-2 The Minister of Finance is the solely authorised to issue & amend
Standard Finance Manual systems, according to Article (59) of
Decree Law No. (39) for the year 2002 Regarding State Budget,
which authorizes The Minister to issue rules, regulations and
procedures necessary to implement the provisions of State Budget
Law.

Purpose of the Standard Finance Manual:

1-1-3 To establish standard financial systems specifies policies, provisions
& procedures to control government financial transactions, including
controls over receipt, safeguard & record government funds,
revenues, expenditures, accruals & commitments.

Standard Finance Manual Objectives:

1-1-4 The objectives of Standard Finance Manual are:

a- Controlling government revenues, expenditures, assets &
liabilities, to achieve transparency & accountability.

b- Safeguard government funds and assets.

c- Define authorities & responsibilities of government authorities.

d- Achieve consistency & standardise financial treatments &
procedures at government authorities.

e- Assure correctness completeness of Government financial
transactions.

Standard Finance Manual Scope:

1-1-5 Standard Finance Manual systems shall be followed by all

governments authorities which are subject to State Budget Law, with

exception to:

a- Government authorities which are permitted by law to apply their
own financial systems.

b-Government authorities which are authorized by Minister of
Finance to apply other financial systems.
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1-1-6 Deviations from the provisions of The Standard Finance Manual are
only allowed after permission is obtained from H.E. The Minister of
Finance.
1-1-7 In applying Standard Finance Manual systems, Directorates of

Human & financial Resources at the government authorities their
equivalent will be in charge of the following responsibilities:

1. Supervise and control the implementation of the Standard
Finance Manual systems and ensure that the concerned
directorates implement its provisions and procedures.

2.Prepare and authorize all the financial transactions and
documents required by the Standard Finance Manual. Other
directorates may prepare and approve the financial documents -
in coordination with Directorate of Human & financial
Resources- if the nature of their activities requires that.

3. Supervise the communications and correspondences with other
authorities, whether government or non-government, in regards
to Standard Finance Manual systems.

Amendment & cancellation of Standard Finance Manual systems:
1-1-8 The Minister of Finance is solely authorized to amend the Standard
Finance Manual systems.

1-1-9 Any part of the Standard Finance Manual systems could be cancelled
when such cancellation is issued by a law or by an order issued by
the Minister of Finance.

1-1-10 Directorate of financial systems development at MOF may re-index,
re-number the Standard Finance Manual systems, amend forms or
name of government authorities, without obtaining an approval of
the Minister of Finance, provided that such changes shall not result
in modification to the provisions or procedures of the Standard
Finance Manual systems.

I-1-11 Directorate of financial systems development at MOF shall inform
all government authorities of any amendment or cancellation of
Standard Finance Manual systems, and the effective date of that.
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1-1-12

1-1-13

1-1-14

1-1-15

1-1-16

Interpretation of the Standard Finance Manual systems:

Directorate of financial systems development at MOF is solely
authorised to interpret any provision or idem of the Standard Finance
Manual systems.

Arabic version of the Standard Finance Manual shall be considered
when it differs from the English version.

Preserve & Circulate Standard Finance Manual:
Directorate of financial systems development at MOF shall preserve
the final authorised release of the Standard Finance Manual.

Directorate of financial systems development at MOF shall prepare
and circulate the authorised copy of the Standard Finance Manual to
all government authorities, and publish it at MOF website.

Director of Human & financial Resources at the government
authority or his equivalent is responsible to make sure that final
authorized release of the Standard Finance Manual is being used
according to what is circulated by Directorate of financial systems
development at MOF.
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Introduction
2-1-1 This Section of the Standard Finance Manual contains a summary of the

most prominent functions and responsibilities of Ministry of Finance
(Financial and Economic Affairs). This Manual can be used as a guide in
the working processes As well as it states the concerned directorate to
which government authority inquiries may be sent

2-1-2 The main responsibility of the Ministry of Finance:

Ministry of Finance handles the following responsibilities and tasks:
* Audit and follow up:

It carries out the duties of internal audit over the Ministry of Finance and
related authorities. In addition, MOF performs audit over projects, systems,
and financial policies drawn up by Ministry of Finance which is related to
different government authorities. And follow up remarks and queries of the
Shura and Representatives Councils or any other agency on matters fall
under Ministry of Finance responsibilities.

» Financial Affairs

It undertakes the responsibility of proposing and implementing financial
strategies and policies, In addition to designing and implementing the
financial rules, regulations, and accounting standards. As well as preparing,
implementing, and controlling the State Budget. It also evaluates, approves,
follows-up with projects, pays financial obligations, receives government
revenues, and maintains accounting registers of government financial
transactions.

= Economic Affairs

It undertakes the responsibility of identifying strategic objectives and future
visions of foreign economic relations, In addition to preparing financial and
economic forecasts at both macro and micro level. As well as carrying out
projects of privatization, outsourcing, restructuring services, planning, and
implementing investment strategies within the future policies of the state.
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= Resources & Information Affairs

control of government properties.

= Public Revenues Development Affairs:

public revenues.

It undertakes the responsibility of setting-up and implementing the
financial, economic and administrative information systems strategy, In
addition to providing all financial and administrative services, and quality
assurance. It also designs and co-ordinates the programmes
administrative development and training, as well as management and

It undertakes the responsibility of developing policies and statistics of
oil revenues with consideration of developing policies for both non-oil
tax revenues and non-tax revenues, as well as policies of collecting
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Introduction:

This Section specifies the primary responsibilities of each of the
directorates at Ministry of Finance.

Departments and sections according to the organizational

structure:
First: Directorates Reporting Directly to the Undersecretary of

Ministry of Finance

The administrative units of the Undersecretary of the Ministry of
Finance and responsibilities are as follows:

Directorate of Audit & Follow up

1.

Carrying out the duties of internal audit and performance audit
in compliance with the established rules and regulations of
internal audit for departments and agencies affiliated to the
Ministry of Finance to assist them in achieving their goals with
effectiveness and efficiency.

Following up reports of control issued by the National Audit
Court for Ministry of Finance and affiliated agencies, and
prepare replies of the Ministry to these reports in coordination
with the concerned authorities, and submit reports in this
respect to the senior administration of the Ministry of Finance.

. Following up remarks and recommendations of the National

Audit Court or any other audit agency over the various
Ministries or Government Authorities in which the Ministry of
Finance is involved.

. Preparing reports required for discussing recommendations of

the National Audit Court by the Shura and Representatives
Councils.

. Preparing and following up conferences, media and press

materials with regards to matters related to Ministry of
Finance.

. Providing mass media with information related to the

performance and comments on complaints and proposals
published in various media channels in coordination with the
concerned officials of the Ministry.

. Representing Ministry of Finance in various media functions

and ceremonies and prepare media and press reports and
programs and annual reports related to Ministry’s activities.
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8.

9.

Coordinating with the Ministry of State for Shura and
Representatives Councils Affairs with regards to Ministry
works.

Coordinating with Shura and Representatives Councils or any
other council related to Ministry works and activities.

10.Carrying out any assignments from the senior management or

any other directorate of the Ministry to assist in taking
appropriate decisions.

Legal Affairs Office

1.

2.

Providing legal advice to the senior management and
directorates of Ministry of Finance and government authorities.
Coordinating with the Ministry of State for Cabinet Affairs and
Information and the Ministry of Justice regarding the legal
issues and judicial procedures.

Providing legal advice regarding commercial laws and
companies laws.

. Providing legal advice in judicial procedures and arbitration

related to the ministries and government establishments and
companies.

. Drawing up contracts for major projects, the contracts of

constructions and buildings, contracts of materials and services,
engineering contracts, consultancy services agreements and
government lease contracts.

. Drawing up agreements between the Kingdom of Bahrain and

other states concerning the avoidance of double taxation,
exchange of tax exemption in the field of air transportation,
protecting and encouraging investment, along with economic
and commercial cooperation.

. Coordinating and cooperating with the legal advisors of the

government authorities for the purpose of implementing the
legal issues of the Standard Finance Manual.

Second: Directorates Reporting to the Assistant Undersecretary of

Financial Affairs

The administrative units of the Assistant Undersecretary for
Financial Affairs and responsibilities as follows:

Directorate of Treasury
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1. Reviewing payment orders from Ministries and Government
Authorities and ensure their compliance with related rules and
procedures.

2. Issuing all payment instruments and have them signed on
behalf of the government in compliance with the authorities
indicated in the Standard Financial Manual.

3. Settling all government obligations to suppliers inside or
outside Bahrain and paying the salaries of the employees of the
state.

4. Managing government bank accounts, and find appropriate
methods to provide required cash to settle government
expenses.

5. Following up government revenues.

6. Providing advice on government financial deficit.

7. Running all government debts.

8. Following up aids, donations, trusts and various forms of
deposits accounts.

9. Coordinating with the Bahrain Central Bank and banks to

ensure cash flow in due times.

10.Providing advice for senior management and government

authorities in all matters related to revenues and expenses.

Directorate of Budget

I.

Appling principles of strategic planning, modern
administration, and international standards in all processes and
stages of budget management.

Determining the framework and guidelines of the financial
policy of the state on short, medium and long run in forming
the political, economic and social policy and strategy of the
state.

Establishing standard criteria that must be followed to
implement the strategies, policies, plans and approved
budgets. In addition to Measuring, analyzing and evaluating
indications of achievement and performance.

Establishing the accounting and financial basis for budget
estimation and its distribution in short, medium, and long run
according to the applied budget structure.

Coordinating with the Ministry directorates and Government
Authorities to provide data and information on the public
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10.

11.

budget of the state that may be requested by domestic,
regional or global organizations and institutions.

Passing  instructions  regarding budget preparation,
implementation and following up in compliance with
provisions of the Constitution, the Budget Law, and any other
relevant laws along with approved financial systems.
Reviewing and evaluating additional budget requests, in order
to determine possibilities and methods of financing.
Performing researches & studies to all matters related to the
budget.

Studying and evaluating policies, systems, applicable
procedures, and problems faced by ministries and government
authorities in matters related to budget implementation, and
providing necessary advices and suitable solutions.

Providing the senior management in the Ministry, other
Ministries, Government Authorities and concerned authorities
with reports of analysis and evaluation of results of
implementation of the budget, and proposing steps of support
or correction if necessary.

Following up publications of specialized agencies and
organizations of international evaluation, with regards to
criteria and requirements of budget management, and ensuring
full compliance with applicable policies and procedures.

Directorate of Financial Systems Development:

l.

Issuing and updating Standard Finance Manual that contains
financial policies, provisions and procedures governing
government financial transactions.

. Providing advisory services to ministries and government

authorities in development aspects of financial, administrative
and strategic planning.

Reviewing and evaluating cost accounting practices and
methodologies followed by ministries and government
authorities with view to proposing advanced methodologies,
systems and global practices.

. Developing content of financial accounting reports and closing

accounts of Ministries and Government Authorities and the
consolidated final account of the state.

. Determining  appropriate  financial and  accounting

clarifications to be included in the final accounts.
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6. Providing advices and training programs to government
authorities on the application of financial systems,
management accounting systems, accounting standards and the
application of the Standard Finance Manual.

7. Preparing consolidated final accounts of the state and the
closing accounts of all Ministries and Government authorities
controlled by Ministry of Finance.

8. Preparing and issuing financial reports of actual funds,
expenses, and revenues on monthly basis for Ministries and
government authorities, along with a monthly report reflecting
the financial position of the state.

9. Establishing the best basis and strategies for risk financing and

insurance of government properties, in addition to designing
the master and comprehensive plan to achieve the maximum
financial saving of government assets at a minimum cost.

10.Supervising changes of all provisions and procedures

regulating the insurance strategies and plans to achieve the
optimum use of the budget assigned for different type of risk.

11.Following all matters relating to claims for accidents and

losses are addressed through insurance documents.

Directorate of Projects

1.

Coordinating with various Ministries to identify developments
and requirements of major projects in compliance with
strategies and programs of national agencies and sectors.
Identifying and applying procedures, and supervising over the
appointment of external consultants for conducting
development and feasibility studies and assessment plans.

. Reviewing and evaluating financial, economic and

technological feasibility of development projects, capital assets
and maintenance requirements.

. Assessing the impact of major development projects on

economy, including balance of payments in collaboration with
the Economic Affairs.

Preparing information guides for Ministries on issues related to
the capital budget, including techniques of selecting projects,
preparing estimate budgets, measuring the performance and
assessment criteria.

. Preparing projects budgets on basis of priority as advised by

the concerned government authorities, final outcome, and
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budget availability to finance projects, and government
information guides on sector development.

7. Reviewing applications sent by various government authorities
to present the budget of projects and programs to ensure
compliance with criteria of reasonable budgets and approved
expenses.

8. Studying and analyzing all engineering designs, documents
and construction contracts to ensure that the projects comply
with the approved projects and planned development.

9. Coordinating with funds and financing institutions to
contribute to financing major and key projects, and following
up the implementation of projects in compliance with the
financing conditions approved by the concerned agencies.

10.Coordinating with concerned MOF directorates to control the
execution of Projects budget.

11.Analyzing and evaluating various applications presented by
Ministries & government authorities, and proposing
appropriate solutions and steps.

Third: Directorates Reporting to the Assistant Undersecretary for
Economic Affairs

The administrative units of the Assistant Undersecretary for
Economic Affairs and its responsibilities as follows:

Directorate of Foreign Economic Relations

1. Preparing policies aiming for enhancing economic, financial,
commercial and investment gains for the Kingdom of Bahrain,
on basis of joint interests with other countries, Arab, regional
and international blocs, and implementing these policies to
serve the economic and social development process.

2. Identifying strategic objectives and future visions of foreign

economic relations, and preparing required plans for
implementation.

3. Following up latest economic, financial, commercial and

investment developments at Gulf, Arab and global arenas,
through participating in regular annual meetings and meetings
of their subcommittees, along with evaluating the potential
effects on Kingdom of Bahrain.
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4.

Following up, evaluating and implementing resolutions and
recommendations of regional and global establishments and
institutions, including International Monetary Fund, World
Bank, Arab League and Gulf Cooperation Council (GCC).

. Enhancing and strengthen the role of the Kingdom of Bahrain

through participating in various economic, financial,
commercial and investment conferences and activities at Gulf,
Arab, regional and global arenas.

Maximizing benefit from programs, projects and initiatives
presented by various financial and investment Gulf, Arab and
foreign institutions, funds, agencies and specialized regional
and global agencies.

Negotiating on various economic, investments, commercial and
tax.in addition to bilateral and multilateral agreements, as well
as following up their implementation in coordination with the
concerned authorities in the Kingdom.

. Participating in negotiations related to agreements on free zone

areas between GCC countries, and various states, Arab,
regional and global.

Contacting Ministries and institutions, whether private or
public, for coordination and consultation over issues related to
external economic relations

10. Preparing regular reports on financial contributions of the

Kingdom of Bahrain in various Gulf, Arab and international
agencies and establishments

Directorate of Economic Studies and Research:

1.

2.

Following up with the financial developments in the Kingdom,
and preparing studies and analytical research around that issue.

Following up and analyzing the macro and micro
developments.

Executing economic goals through developing future financial
policies and financial stability of the State on the long run.
Along with measuring the impact of fiscal policy on the
economy.

Following up various domestic policies and examining its
implications on fiscal policy.

Following up regional and international economic
developments, and studying their effects on the local situation.
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6. Studying the effects of draft laws and regulations relating to
any amendments thereto.

7. Preparing financial and economic forecasts at both macro and
micro levels.

8. Issuing annual report contains a comprehensive analysis of
economic and financial developments in the Kingdom.

9. Cooperating and coordinating with the Economic Development
Board in the common areas.

10.Contributing in providing the appropriate conditions to increase
the growth rate and achieve financial and economic stability.

11.Providing counseling and technical assistance to ministries in
the area of fiscal policy.

12.Disseminating financial information and economic data by
international standards and the system of GDDS related to
International Monetary Fund in coordination with the
competent authorities.

13 Participating in related natters meetings on local, regional and
international levels.

Directorate of Privatization and Outsourcing

1. Conducting specialized studies of supporting government
performance through adopting of privatization strategy
outsourcing services and restructure services of concerned
sector through changes if needed.

2. Carrying out projects of privatization, outsourcing and
restructure services, taking into account economic domestic,
global conditions, as well as market circumstances which
prevails the sector in which the concerned project is included.

3. Proposing amendments and improvements on projects of
privatization, outsourcing and restructure services.

4. Coordinating and providing required support for Government
authorities and Economic Development Board in order to
identify, study and apply projects for privatization, outsourcing
and restructuring services.

5. Selecting, appointing and supervising over external consultants
(who are appointed on basis of their experience and reputation
in the global market according to the concerned project) to
ensure the sound application of projects of privatization,
outsourcing and restructure services in compliance with
international standards.
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6.

Commencing and applying projects of privatization,
outsourcing and restructure services on the fast track if needed
on basis of internal and external factors prevailing in the
concerned sector.

. Commencing and establishing necessary cooperation with other

government authorities and establishments to foster close
internal links with other government authorities during the
period of applying the projects of privatization, outsourcing and
restructure services, to avoid any deficiencies or violations or
dual works which are unnecessary.

Directorate of Government Investments

1.

Designing and implementing policies for commencing,
reviewing and approving public projects, budgets, investments,
capital obligations, and proposals related to government bonds.

. Reviewing feasibility studies for projects in which the

Government has shares.

. Assuming a leading role in identifying the commercial strategic

goals, performance indicators and objectives for projects in
which the Government has shares, in collaboration with the
concerned Ministries to ensure the aspired goals are achieved.
Taking up the responsibility of all financial distributions by the
Government for projects, and control all remittances payable to
the Government, and provide early warnings against and
deviation from the set plans.

. Monitoring performance assessment and cash flow of projects

and other commercial investments to ensure that the planned
goals are achieved, along with developing procedures and
remedial measures if needed.

Planning and implementing investment strategies within the
future policies of the State.

. Reviewing performance of investment programs regularly and

proposing appropriate recommendations to amend investment
strategies.

. Ensuring to maintain proper records of all investment

transactions.

. Providing regular updated reports on final accounts of profit,

loss and annual investment return.
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10.Following up global economic and political changes and

evaluating their repercussions on investment strategies, and
introducing necessary amendments.

Fourth: Directorates Reporting to the Assistant Undersecretary for

Resources and Information

225 The administrative units of the Assistant Undersecretary of

resources, information and its responsibilities as follows:

Directorate of Human and Financial Resources:

9.

1.

Preparing budget plan and estimates expenses and revenues of
the Ministry of Finance and issuing regular reports on results
and actual performance.

Applying administrative, financial and vocational government
procedures including the authority of expenses.

Supervising over the performance of all duties and services
which are run centrally, including maintenance, cleaning,
security, transport services, telephone and reception.
Negotiating and signing contracts and agreements of services
concluded with suppliers or other Ministries, including Ministry
of Interior and Ministry of Works, and supervising over the
execution of contracts.

. Providing equipment and maintenance service to all directorates

in compliance with approved policies and procedures.
Preparing, reviewing and approving salaries, purchases and
maintenance contracts, and following up with their related
payments.

. Maintaining regular and accurate administrative, financial and

vocational records, as well as updating and analyzing data on
regular basis, and providing advice for senior management.
Providing advice and support for all directorates, related
human, financial and vocational matters, in addition to
explaining and clarifying various applicable procedures and
policies.

Devising future strategy plans on manpower.

10.Coordinate Ministry staff applications of loans from the

Pension Fund.

11.Arranging official visits to Ministry visitors and guests,

including arrangements of entry visa, travel and hotel bookings,
as well as arranging visit programs.
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Directorate of Financial Information

1.

[98)

Establishing and applying an Information technology strategy
for Ministry of Finance, and updating it based on the latest IT
developments and standards.

Designing Financial Management Information Systems (CES)
and applying it in ministries and government authorities of the
Kingdom.

Providing technical advices and support to all (CES) users.
Providing, managing, and up keeping the technical environment
of Ministry of Finance, and insuring that it works under high
level of competency and efficiency. Preserving the I'T hardware,
software, and systems, and supporting all IT users.

Providing support for IT systems and services, and for
information in the local, governmental, and international
networks.

Designing and applying the strategies, procedures, and internal
control programs, such as quality, security and database
management and size/download plans.

Providing advice and assistance for senior management of the
Ministry of Finance in all matters related to I'T applications and
uses.

Quality Assurance Section

1.

2.

Supervising a comprehensive and permanent program to
develop, perform, and maintain quality system of the ministry.
Ensuring the readiness of the ministry for matching the quality
assurance policy and quality manual.

Developing and improving the continuousness of quality level
of services provided by the ministry to its customers, and
supporting requests of ministry’s directorates for accomplishing
quality assurance.

Planning and supervising the performance of effective and
competent internal and external audit with view of developing
services quality provided by Ministry of Finance.

Government Properties Directorate

1. Managing and controlling all matters related to government

properties and lands, including relevant financial transactions.
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2. Preparing analyses, studies and statistics on the real-estate
market, and studying its effect on government properties.

3. Preparing exceptions reports, such as vacant government
properties and past due rents.

Training and Development Section

1. Establishing and applying administrative and functional
development  strategy, and supervising over the
implementation of training policies according to ministry
strategy.

2. Supervising over the implementation of training programs in
coordination with other directorates.

3. Supervising over the implementation of training programs,
and performing the necessary evaluation for these programs
and estimating its effect on staff performance, and performing
necessary amendments, and rising reports on this field to
management.

4. Providing advices for ministry on selecting the appropriate
training related to professional or academic programs and
other matters related to administrative development.

5. Following up the latest developments on the administrative
and financial fields and adopting the policies and procedures
that increases work efficiency.

Fifth: Directorates Reporting to the Assistant Undersecretary for the
public revenues development:

The administrative units of the Assistant Undersecretary for the
public revenues development and its responsibilities are as follows:

Enterprise Tax Directorate
1. Developing Policy and specifications of enterprise income tax law.
2. Maintaining a database of everything related to income taxes
institutions and continuous studies on enterprise income tax and
international tax.
3. Implementing the application of income tax institutions in Bahrain
successfully with ensuring the success of the application of the
functions of tax administration in this regard.
4. Coordinating the development of specifications enterprise income
tax law and any changes to it in addition to a general advice in this
regard.
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5. Participating in conferences, forums and meetings and workshops of
local, regional and international taxation.

6. Preparing and reviewing comparative studies on the specifications
and enterprise income tax incentives.

7. Coordinating with the relevant economic development tax
incentives that encourage and attract major economic activities.

8. Issuing tax certificates.

9. Helping and educating the tax administration.

10. Managing awareness programs and marketing programs related to
business income taxes.

11. Coordinating with the ministries and other government agencies
concerned.

12. Managing Communication, complaints, objections and appeals
relating to the introduction of the enterprise income tax.

13. Exchanging information on tax matters effectively, while ensuring
the confidentiality of the information received.

Value Added Tax Directorate

1. Developing, updating, and amending the laws and policies of
the value-added taxes.

2. Preparing studies and research on value-added taxes and
comparing them with international regulations.

3. Preparing feasibility studies necessary for the application and
modifying the tax system.

4. Creating and updating a database of everything related to value-
added taxes.

5. Participating at the local, regional and international negotiations
and developing plans that are related to agreements and tax treaties.
6. Issuing Tax certifications at the request of companies and
institutions.

7. Participating in the marketing of Kingdom of Bahrain on the
global level and creating awareness about the laws and policies in
place in coordination with relevant stakeholders inside and outside
the ministry.

8. Reviewing and considering complaints, objections and appeals
relating to decisions of value - added taxes.

9. Cooperating and coordinating with stakeholders inside and
outside the ministry and exchanging information on tax matters in
order to achieve the government’s vision and mission effectively.
10. Supervising the process of collection of tax and duties to make
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sure that the application of the tax system approach is properly
followed.

Public Revenue Section:

1. Developing and implementing policies, plans and proposals for the
development of oil revenues and non - tax non-oil by adjusting
wages , fees and tariffs in coordination with government ministries
and relevant government agencies and following up on things and
legal requirements in this regard.

2. Developing policies to improve the collection of non - tax revenue
by identifying gaps and challenges in the procedures and systems
that lead to disable or loss of revenue collection in the ministries and
government agencies in coordination with the ministries and
government agencies concerned.

3. Estimating oil revenues and contributing in the development of oil
quotations policies within the general budget and products in the
local market in coordination with the National Oil and gas
companies related to the oil sector.

4. Analyzing monthly oil reports received from the oil sector
stakeholders and issuing necessary reports.

5. Preparing general revenue estimates to be included in the notes
submitted to the Council of Ministers on estimates of the general
budget of the state.

6. Following-up and consulting with other ministries and
government agencies, due to the process of preparing the public
revenue estimates during the debate on the state budget and look at
the general guidance of the procedures and regulations in force.

7. Participating in the preparation of standards and principles under
which the estimate revenue in the general budget of the ministries
and government agencies, in compliance with priorities of the
government’s program of work and the national economic strategy.
8. Preparing briefs to be submitted to the Council of Ministers and
the documents, circulars and visual presentations on the
development of non-oil revenues and improves tax collection and
the foundations of appreciation in coordination with the concerned
authorities.

9. Finding the best international practices and experiences on the
development of related public revenues and adjustments of
government fees and charges and collection mechanisms and
processes of public revenue estimates and associated systems.
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Central Strategy Office

1. Taking the Initiative in raising the recommendations and proposals
of the Ministerial Committee for Financial and Economic Affairs on
financial and economic policy priority of the state through a national
search, processing and preparation of evidence, reports and
proposals in this regard.
2. Monitoring the implementation of the recommendations of the
Ministerial Committee for Financial and Economic Affairs with the
government agencies concerned.
3. Preparing periodic reports to the work of the Ministerial
Committee for Financial and Economic Affairs.
4. Studying and making proposals on strategic matters that will have
a positive impact on the economic and financial situation of the
state.
5. Preparing visual presentations and periodic reports and strategic
proposals to the Assistant Undersecretary for the development of
income and senior management.
6. Preparing and reviewing the strategy of the Ministry of Finance to
determine the strategic objectives and sub- major initiatives and
performance indicators that are compatible with the government's
work program in coordination with the senior management of the
ministry and all departments.
7. Monitoring the implementation of the ministry’s strategy
periodically in coordination with senior management and all
departments of the ministry.
8. Contributing to the preparation of briefs submitted to the Council
of Ministers as well as preparing documents, circulars and visual
presentations on policy of public finances.
9. Preparing of studies and policy - relevant research on the public
finances at the regional and international level and making
comparisons and raising proposals and recommendations in this
regard.
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45.1 This Sub-Section of the Standard Finance Manual covers the manual
consolidated financial provisions and procedures of budget variation, and
hold release of fund check control procedures at the level of exchange
within the general ledger accounts of the financial management
information systems (CFS).

First: General Provisions:
452 In accordance with the provision of Article No. (32) of the Decree-Law
No. 39 of the year 2002 on the general budget and its amendments:

a- Government entities may transfer from saving in an expenditure
appropriation to another within the same chapter or from another
chapter within the same ministry of government authority.

b- included in the Code of the adoption of the budget item called
"Reserve Appropriation" with an amount equal to 3% of the total
recurrent expenditure estimates, under the auspices of the Ministry of
Finance. Minister of Finance is authorized to use this approbation to
meet any urgent obligations during the implementation of public
budget.

Second: Budget variation in recurrent expenditure budget:

453 The following rules shall be observed for the control on outlay the

approved recurrent expenditure budget Chapters:

a- Expenditures shall not exceed the appropriated budget of the ministry
or government authority.

b- The appropriation of chapter One of the budget shall not be exceeded.
An approval from Budget Directorate at Ministry of Finance shall be
obtained for the transfer from/to chapter One of the budget.

c- Excess outlays in chapters two to seven of the budget shall be
compensated by an equal amount of surplus in the other chapters
(from two to seven) , without the need to request the approval from
Ministry of Finance.

454 Ministry of Finance prior approval shall be obtained for the transfers
among budget in the case of expenditure from “Reserve Appropriation”
to meet any urgent obligations during the implementation of public
budget, in compliance with law clauses.
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455

45.6

45.7

458

459

45.10

45.11

45.12

Ministry or government authority shall be responsible for coordinating
with Civil Service Bureau for reviewing and studying transfer
requisitions from or to Chapter One, if necessary.

On requesting transfer among budget, government authority shall study
actual amounts needed to be transferred and the impact of transfer on
budget, and shall gather and send all transfers requests in one batch,
whenever possible.

Government authority shall prepare form No. FMIS GL006 - Recurrent
Budget Transfer Request — to obtain the approval of Directorate of
Budget at Ministry of Finance to transfer among recurrent budget, the
request shall be approved in accordance with the levels of authority
specified in section 15 of the Standard Finance Manual.

Form No. FMIS GL006 - Recurrent Budget Transfer Request — shall be
approved by Directorate of Budget at Ministry of Finance according to
authority levels specified in section 15 of the Standard Finance Manual.

Third: Hold release of fund check control on recurrent expenditure
budget:

Directorate of Budget at the Ministry of Finance may release the hold of
fund check control on the expenditures of government authority’s budget
within general ledger systems (CFS) from budget cost center to ministry
level of same or all chapters. Further more, it could release the hold to
pass any payments during the financial year.

The hold release of fund check control shall not cause government
authority to exceed its total approved budget.

If a government authority needs to release the hold of fund check control,
it shall send a request signed by the director of human resources &
finance addressed to directorate of Budget in the Ministry of Finance.

Written approvals to release the hold of fund check control shall be
authorized by Director of Budget Directorate at the Ministry of Finance.
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45.13

45.14

4.5.15

45.16

4517

45.18

Forth: Recording the budget variation in recurrent budget:

The Directorate of Budget in the Ministry of Finance may allocate one or
more control account within the expenditure classification codes, in order
to be used at year end to record budget variation amounts among budgets
chapters, instead of recording such transfers on the budget items.

The Directorate of Budget in the Ministry of Finance in coordination with
the concerned government authority may transfer surplus from one
chapter to another to cover any deficit result from the raising of fund
check level.

Fifth: Budget variation among project budget:

Government authority shall not exceed the project’s budget unless there
are justifications and surplus in the budget of another project in the same
financial year, and on approval of directorate of Projects at the Ministry
of Finance, stipulating that total project budget is not exceeded. refer to
decree no. (39) for the year 2002. state budget law.

Government authority may not increase total cost of a project, except
where there are justifiable reasons, and on approval of Minister of
Finance.

Government authority shall prepare Form No. MF1802 — Request for
Approval of Project Variation — to request the approval of directorate of
Projects at Ministry of Finance to transfer between projects yearly budget,
the form shall be authorized in accordance with the levels of authority
specified in section 15 of the Standard Finance Manual.

Form No. MF1802 — Request for Approval of Project Variation — shall be
reviewed and authorized by directorate of Projects at Ministry of Finance
in accordance with the authority levels specified in section 15 of the
Standard Finance Manual.
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4.6.1 This Sub-Section of the Standard Finance Manual covers the

4.6.2

4-6-3

4-6-4

4-6-5

general provisions and procedures for the carrying forward of
unspent budget.

General Provisions:

Any fund allocation, which has not been spent or committed
during the financial year which it has been appropriated for, shall
become null and void. However, the Minister of Finance may
carry forward in whole or part any remaining provisions (unspent
budget) to the succeeding financial year if it is in the favor of
public interest (According to Article (39) of Decree Law No. 39
for the year 2002 Regarding State Budget).

The Minister of Finance is the only one authorised to approve the
carry forward of unspent budget or part of unspent budget to the
succeeding financial year.

Carry forward of unspent budget to the succeeding financial year

shall be restricted to the following circumstances:

a) Settlements of future commitments resulted from past
financial transactions, that has not been finalized till the end
of the current financial year.

b) Where projects, programs, or transactions have been
postponed to next year, or have not been completed till the
end of the current financial year.

¢) Any other cases if so required by public interest.

Carry forward of unspent budget to the succeeding financial year

shall meet all of the following conditions:

a. Government authority has surplus in its current year budget
equal or greater than the amount required to be carry forward.

b. The amounts appropriated at the succeeding financial year
budget are not sufficient for the completion of transactions,
projects or activities included their on.

c. Amount required to be carried Forward shall not be less than
BD. 3,000.
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4-6-6

4-6-7

4-6-8

4-6-9

4-6-10

4-6-11

4-6-12

4-6-13

4-6-14

4-6-15

Carrying forward of unspent Recurrent Budget is not permitted
for more than one succeeding financial year.

Ministry of Finance may carry forward unspent Projects Budget
for more than one succeeding financial year, in accordance with
the requirements of the financial obligations of the project.

Government authority may not utilize amounts carried forward in
purposes other than those approved for.

Government authority may not commit or spend from amounts
approved to be carried forward unless it have been added by
Ministry of Finance to the government authority’s budget in the
Financial Management Information Systems (CFS).

Ministry of Finance has the right to cancel or decrease amounts
approved to be carried forward where the circumstances required
to do so.

Expenditures from Amounts carried forward shall be recorded as
expenditures in financial year which is spent in.

Procedures for Budget carry forward:

Government authority shall study and determine where there is a
need to carry forward unspent budget, A written request must be
signed by Director of Human & Financial Resources of the
government authority or his equivalent.

Request to carry forward unspent budget shall be sent to the
Ministry of Finance accompanied with supporting documents
justifying the request.

Directorate of Budget or Directorate of Projects in the Ministry of
Finance shall study requests to carry forward unspent budget, and
report their recommendations to the Minister of Finance.

Concerned Government authority shall be informed in writing
about the Minister of Finance decisions regarding their requests
to carry forward unspent budget.



SECTION 4
BUDGETING PROCEDURES SUBSECTION 6
PAGE NO. 3 OF3
BUDGET FORWARD ISSUE NO. AD/A1/13/12/2007
IMPLEMENTATION DATE | 13/12/2007
4-6-16 Minister of Finance shall issue an order for each financial year to

4-6-17

agreed to forward unspent budget to the succeeding financial
year.

Amounts approved to be carried forward shall be added to the
government authority succeeding financial year budget. Ministry
of Finance may include such amount in control account(s) for the
purpose of control over the appropriations recycled.
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4.7.1

472

473

474

4.7.5

4.7.6

4.7.7

4.7.8

First: Introduction

This sub-section of the manual covers the legal provisions and general
provisions and procedures governing the opening of additional
appropriations in the budget state.

Second: the legal provisions:

Government Authorities May never exceed the maximum expenditure
estimates included in the Budget Act and the related amending laws,
Article No. (109), paragraph (f) of the Constitution.

Any expenditure not included in the budget or in excess of the estimates
included therein, should be done by a law, Article No. (110) of the
Constitution.

Ministries or government authorities may not request for additional
appropriations unless there were necessary considerations for that.
Authorities asking for additional appropriation should inform Ministry of
Finance of the justifications for their request, and if agreed to open
additional appropriation, the Minister of Finance shall present such
request to the Cabinet, according to the article No. (33) of the state
budget Act.

Ministries and government authorities should obtain prior approval of the
Ministry of Finance before the expansion of existing programs or
creating new programs or the formation of any unit that may cause
financial burdens, according to the article No. (6) paragraph (f) of the
state budget Act.

Third: general provisions:
Prior approval of the Ministry of Finance shall be obtained for opening
additional appropriations.

Request to open an additional appropriation shall be based on emerging
essential requirements that was not possible to be predicted during the
preparation of budget estimates, and it is urgent and could not be
postponed to the next budget cycle.

Before requesting an opening of additional appropriation, Government
Authority shall try to find other alternatives to finance emerging
requirements, such as re-scheduling expenditure priorities and obtain
required fund from appropriations within its budget.
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4.7.10

4.7.11

4.7.12

4.7.13

4.7.14

Before asking for an opening of additional appropriation, government
authority shall coordinate with the concerned ministries and government
authorities as deemed necessary, such as advance coordination with the
Civil Service Bureau at the request for opening additional appropriation
associated with an additional staffing or increase in manpower
expenditures.

Government authority shall present the impact of the required additional
appropriation on its programs or strategic plans, and provide detailed
data suitable for the expenditure and cash flow for the disbursement of
additional appropriation.

Additional appropriation amount is estimated according to the
expenditure requirements until the end of the current budget cycle.
Additional appropriations may be spent on expenditures assigned only.

Opening of additional appropriation approval requests shall be submitted
in a time sufficient to complete the legal procedures necessary for the
approval and for it to be used in the current financial year or budget
cycle, taking into account as much as possible not to apply for opening
an additional appropriation prior to a period of six months of fiscal year
beginning.

Fourth: Procedures for Opening of Additional Appropriation
Requests:

1 - Procedures at the ministry or the government authority:

Ministry or government authority shall prepare written request for
opening of an additional appropriation, in the light of the general
provisions set out in this section, and based on issued instructions in this
regard from the Ministry of Finance. Such request shall be authorized by
the minister or the head of the government authority.

The ministry or government authority will send request for open of

additional appropriation to the Ministry of Finance, including the

following:

a. Justifications for additional appropriation request.

b. Amount of the additional appropriation required, and the
expenditure plan including cash flow schedule.

c. Justifications for the non-inclusion of the requested
appropriations within the original budget estimates, and
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justifications for not absorbing the required additional
appropriation by the approved budget, or postponing the
request to the subsequent budget cycle.

d. Law or the cabinet decision, if the purpose of the request is the
implementation of the requirements of these laws or decisions.

e. Explain the implications in the case of not approving the
request in the current budget cycle.

f. Impact on financial costs of recurrent expenditure such as
manpower and the rest of the other sections, when seeking to
open additional appropriation for projects.

g. Impact of manpower costs on other budget sections, or vice
versa with determining the costs in both cases.

h. The impact on government revenues, specifying type , amount,
and period of the influence.

2 - Procedures in the Ministry of Finance:

4.7.15 | Directorate of Budget and Directorate of Projects at the Ministry of

Finance, each in its respective responsibility, will study such requests for

additional appropriations as follows:

a. Ensure that the request meets conditions for the opening of
additional appropriations, and fulfilling the data specified in
paragraph 14-7-14 of this system.

b. Examine the possibility of absorbing the required additional
appropriation form "reserve appropriation" supervised by
Ministry of Finance to meet immediate obligations during
budget implementation.

c. Notify the ministry or government authority of its decision on
the request; either by refusing the request, absorb the
requested budget from "reserve appropriation”, or approval of
the request to open an additional appropriation.

d. In the case of approval of the request, its recommendations
shall be presented to the cabinet for approval in order to fulfill
the legislative and legal procedures to issue a law of opening
an additional appropriation.
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Introduction

6.1.1 This Subsection of The Standard Finance Manual contains the policies
and procedures for the control of government revenues including the
collection of revenues and the policy provisions relating to credit term
revenue, overseas revenue transactions, revenue collected by one ministry
or government authority on behalf of another, and the cancellation &
refund of revenue by government authorities.

Definitions:
6.1.2 The definitions contained in this section are applied to all subsections of
the revenue system.

6.1.3 For the purposes of the application of this system, the terms contained
therein as follows:

Ministry: Ministry of Finance.

Budget Directorate: Budget Directorate at Ministry of Finance.

Office of ASST U/SEC For Public Revenue Development: the
office of ASST U/SEC for Public Revenue Development at
Ministry of Finance.

Government Revenues: Funds collected by government
authorities according to laws and regulations regulating their
collection. Government revenues consist of oil revenues, sales
of goods and services, taxes & fees, revenue from estates and
properties, investments and other miscellaneous revenues.

Fees: A committed amount of money paid by persons or entities
compulsory to government, for a productive service for their own benefit.
Thus called government fesses.

Taxes: A committed amount of money paid by persons or entities
compulsory to government by legislative law, which is contribution from
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6.14

6.1.5

6.1.6

6.1.7

these parties in government cost, where it will not have any benefit to
these parties.

Consolidated Bank Account: It is the account where all funds collected
by government authorities should be deposited in, including bank
accounts specified by Ministry of Finance to government’s authorities to
deposit government revenues.

Overseas revenue: Funds resulting from transactions with bodies outside
Bahrain whether collections are made in or outside Bahrain.

Refund of collected revenue: This is the refund of collected revenues
after being deposited in the bank or after they are received.

Cancellation of revenue transactions: This is achieved by the
cancellation of the issued vouchers i.e. invoice/receipt voucher and the
return of the collected revenue to the customer before it is deposited in the
bank and the requested transaction executed.

First: Depositing Government Revenues in the Consolidated Bank
Account:

The concerned government authority shall deposit all government
revenue in the Consolidated Account through the bank accounts specified
by Directorate of Treasury at Ministry of Finance.

It is not allowed to settle government payments out from revenues
collected, or use them in any other way than depositing them in the
Consolidated Bank Account.

It is not allowed to deposit in the consolidated account the amounts
received for custody or as a guaranty. These amounts should be deposited
in a separate accounts approved by Directorate of Treasury at Ministry of
Finance.

Government authority should not allow customers to deposit revenue
directly to the Consolidated Bank Account or any other bank accounts
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6.1.8

6.1.9

6.1.10

6.1.11

6.1.12

specified to deposit government revenue unless they coordinate with the
government authority concerned.

Government authority that has the approval of Ministry of Finance to
collect its revenues totally or partly through local or foreign banks, shall
comply with all rules specified in that approval, whether in terms of
financial or accounting follow up, until depositing these revenues into the
consolidated bank account.

Record of public funds received government income in the fiscal year in
which they are collected and the receipt of public funds, nor recorded as
government revenue funds that are excluded under the laws of supply to
the consolidated bank account, as well as funds that have been received
for the Secretariat or warranty or guarantee.

Government authority shall inform Ministry of Finance of revenues that
has been collected and deposited in the Consolidated Bank Account, or
deposited in specified bank accounts, by posting entries directly through
(CFS) General Ledger (GL), with exception to cases authorized by
Directorate of Treasury at Ministry of Finance to post entries by preparing
Revenue Voucher — Form No. MF 0601 and sending it accompany with
deposit advice to Ministry of Finance, and shall be credited to the
appropriate codes assigned in accordance with the standard budget
classification.

Government authority shall perform a monthly reconciliation for its
bank accounts specified to deposit government revenues, and any
differences should be reconciled regularly. In respect to deposits related
to revenue A/C, concerned government authority shall send a copy of
(CFS) GL entry accompany with deposit advice to Ministry of Finance
for reconciliation.

Second: Offset between expenditures and revenues:
It is not permissible either to deduct a part of expenditure out of a part
of the revenue or to reckon the expenditure after adjusting the revenue
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6.1.13

6.1.14

6.1.15

6.1.16

6.1.17

6.1.18

6.1.19

6.1.20

against it, except by law. (According to the provisions of Article No. 13
of decree law No 39 for the year 2002 — state budget).

Third: Collection of Credit revenue:
Government authority should obtain the approval of Directorate of
Treasury at Ministry of Finance before offering credit transactions.

Government authority may, after obtaining the approval of the concerned
minister grant a trade discount on the sales of competing goods for
promotional purposes. In such case, the maximum discount allowed shall
be determined and the type of transactions on which discounts are
allowed must be specified and notify that to the Directorate of Treasury at
Ministry of Finance.

Government authority shall apply a system specifying the conditions for
allowing credit to ensure the accuracy of selecting customers.

Government authority shall maintain customers register comprising of
account relating to each customer, and they should be updated regularly.

Government authority, which operates credit transactions, should obtain
the necessary guarantees to ensure the payment of the amounts due at
dates of maturity, such as obtain of bank guarantees or cash deposit, if
appropriate.

Credit transactions should be governed by official contracts between the
government authority concerned and the other parties involved in these
transactions, as appropriate.

Government authority shall issue an invoice for each credit transaction.
Government authority shall send a monthly statement of account to each

customer reflecting the movement in the credit and debit transactions and
the balance due at the end of each month, as appropriate.
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6.1.21

6.1.22

6.1.23

6.1.24

6.1.25

6.1.26

Government authority should follow-up the collection of revenues on the
due dates, and in case of any customer failure to settle his debts, he
should be reminded in a written notice to settle amounts over due within
two weeks from the end of the credit period.

Government authority should take the necessary action to ensure the
collection of due revenues in case a customer fails to settle his debts
within the period specified in the written reminder. Procedures may
include stopping payment of any amounts due to him( if any) ,or notify
the Ministry of Finance to offset these amounts against any amount due to
him from any other ministry or government authority (if any), or by
taking legal action to recover the amounts outstanding in coordination
with the Directorate of Legal Affairs.

Government authority shall prepare a periodic report (maximum each
three months) reflecting the outstanding amounts to each customer
together with an age analysis of due amounts and actions taken to collect
late debts, justification of non-collections and send a copy to the office of
the ASST U/SEC for Public Revenue Development and a copy to the
Directorate of Treasury at Ministry of Finance.

Fourth: Government revenue collection instruments:
Revenue may be collected by any financial instruments or any other
means of collection accepted by laws and regulations.

The government authority shall collect the revenue before providing the
required transaction, where it is possible.

Fifth: Control over collection of government revenues:
Government authority has the responsibility to apply the appropriate
internal control system over the collection of the government revenues,
and it should consider the followings:

A. It should encompass all aspects related to government revenues
collection procedures in an efficient and effective manner,
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6.1.27

6.1.28

6.1.29

6.1.30

6.1.31

furthermore, providing proper control procedures over financial,
accounting, and administration aspects.
B. It should be convenient with government revenues nature and volume.
C. Conformity with issued laws and regulations.

Government authority shall insure that what is collected from revenues is
legally earned; furthermore, financial operations related to these earned
revenues are done in conformity with issued laws and regulations.

It is not allowed to perform the transaction unless the full amount has
been collected, except for credit revenues.

Government authority should maintain the necessary registers to monitor
and record its revenues, and take the necessary actions to follow-up the
collection of amounts due and deposit in the specified bank accounts.

There should be segregation of duties of receiving and performing the
transaction of revenue, and between recording and preparing the bank
reconciliation statements, that is to be in harmony with the organization
structure and work nature of the government authority.

Sixth: Exemption of Duties or cancellation of outstanding
amounts:

Government authority shall not give exemption form the levied charges
and shall not write off outstanding amounts and if it cannot be recovered,
and after using up all procedures specified in this section to follow and
collect outstanding amounts, Be reclassified and recorded within a special
register indebted impossible collected at the government agency
concerned and must in all cases, to obtain the approval of the minister or
the head of the government agency concerned or his authorized
representative in it, the reclassification of the debt owed to the
government and recognized in the record debt impossible collected, and
shall notify the Department of Treasury and the Office of Assistant
Undersecretary for the development of public revenues, including the
procedures regarding each case.
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Seventh: Review of Government Revenues:

6.1.32 The collections of the government revenue shall be reviewed daily, and
reconciled with deposit advices or any other vouchers supporting the
collection of revenue, in order to make ensure that all collected revenue
are correct and has been deposited in the bank on time.

6.1.33 Government authority should compare the collection of revenue  with
any relevant financial or statistical information available (where possible)
from sources other than the entity who collect them, to verify the
accuracy of the collections.

6.1.34 Government authority shall reconcile revenue reports with deposit
advices & other supporting documents, to ensure registration of all
government revenue that been deposited in the bank and inform Ministry
of Finance of any differences in order to be corrected.

6.1.35 Government authority shall prepare a quarterly comparison between the
estimated revenue and the actual revenue figures on a type basis for the
period. A report shall then be sent to the office of the ASST U/SEC for
Public Revenue Development the a copy to the Directorate of Budget at
Ministry of Finance explaining the variance along with a statement of the
procedures to be adopted by the government authority concerned in the
event of a deficit.

Eighth: Overseas Revenue Transactions:
6.1.36 Revenues collected outside Bahrain shall be subjected to the provisions
and procedures specified in this Section of The Standard Finance Manual.

6.1.37 Government authority shall deposit the foreign currency revenues
collected, into the bank account determined by the Directorate of
Treasury at Ministry of Finance.

6.1.38 Government authority which deals with overseas customers and collect its
revenues locally shall issue invoices in Bahraini Dinars & US Dollar
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equivalent, or any other foreign currency that it approved by Directorate
of Treasury at Ministry of Finance.

6.1.39 Government authority which deals with overseas customers shall obtain
the necessary guarantees to insure payments of due amounts at maturity
dates, as appropriate.

6.1.40 Government authority dealing with overseas entities shall collect all
revenues due through one of the following mediums in case that; the
payment is due after the completion of the transaction:

a) Opening a letter of credit by the overseas customer in favour of the
government authority concerned through a local national bank.

b) The issuing of a bank guarantee by a local national bank in favour of
the government authority concerned.

¢) Any other method that guarantees the collection of revenue.

6.141 Government authority shall notify the Directorate of Treasury at Ministry
of Finance of all overseas revenue collected in foreign currency and
record the revenues in Bahraini Dinars according to the prevailing rate of
exchange, which is specified by the Directorate of Treasury at Ministry of
Finance.

Ninth: Receipt of Revenues on Behalf of Other Government
Authority:

6.1.42 Government authority may entrust other government body to collect
revenues on its behalf.

6.1.43 Government authority which collects revenues on behalf of another
ministry or government authority shall undertake the responsibility of
collecting and depositing the revenues into the bank that it has been
agreed on by Directorate of Treasury at Ministry of Finance, through
posting the required entries directly through (CFS) General Ledger (GL),
with exception to cases authorized by Directorate of Treasury at Ministry
of Finance to post entries through preparing Revenue Voucher — Form
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6.1.44

6.1.45

6.1.46

6.1.47

6.1.48

6.1.49

6.1.50

No. MF 0601 to the account of the beneficiary government authority, and
sending it accompany with deposit advice to Ministry of Finance.

The collected government authority shall advice beneficiary government
authority of revenues details collected on its behalf.

The collected government authority responsible to follow up and collect
the credit revenues and the collection of the value of the returned
cheques.

Government authority may, after obtaining the approval of the Directorate
of Treasury at Ministry of Finance, entrust any other non-government
body to collect revenues on its behalf. The beneficiary government
authority shall comply with all procedures specified in this System
relating to the collection and depositing of revenues into the Consolidated
Bank Account.

Tenth: Refund of revenue:
Government authority shall not cancel or refund the fees relating to issued
licences even if the licence has not been used.

Government authority shall ensure the authenticity of the transaction,
completeness, and validity of the documents prior to refund of the
collected revenue.

Government authority shall issue a Request for the Revenue Refund Form
No. MF 0602 for the refund of collected and deposited revenues, such
request shall be authorised by the Director of Human & Financial
Resources or the director concerned with revenue at the government
authority.

The Refund of collected revenue, which is deposited in the bank, shall be
paid out of the current daily revenue collections if the amount is less than
BD 50 (The Directorate of Treasury at Ministry of Finance has the
discretion to change this amount as needed).
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6.1.51 If the value of refunded amount is greater than BD 50, Request for
Revenue Refund shall be sent with the supporting documents to the
Directorate of Treasury at Ministry of Finance, which will conduct the
appropriate payment instrument to refund the amount.

6.1.52 Government authority shall deduct the amount refunded to customers
from the revenues, whether such amounts were collected during the
current or previous financial year.

6.1.53| Revenue received in error if you meet on-going financial year from the
same account, which recorded him, and the revenue that met an error in
previous years when they recorded a response in the dedicated account to
address the settlement results in previous years.

Eleventh: Cancellation of Revenue:

6.1.54 Government authority shall conduct the following procedures in the
event of cancellation of revenue transaction that has not been deposited in
the Consolidated Bank Account:

a. Verify the justifications of cancellation of the revenue and ensure the
authenticity & completeness of the supporting documents attached to
the cancellation order.

b. Getting back the receipt voucher from the customer and stamp
revenue transaction vouchers and all copies of the receipt with the
word“CANCELED”.

c. Return collected revenue to the customer, and file revenue transaction
documents in a specific file, and keep all cancelled receipts in the
receipt book.
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6.2.1

6.2.2

6.2.3

624

6.2.5

This section contains provisions and procedures that must be considered
when creating and modifying government fees.

Terms and Conditions:

Government authority shall not create, amend or cancel taxes unless by
law, and it can’t be exempted totally or partially unless in cases
specified by the law. In addition, it is not allowed to require any body to
pay other than those fees or levies, unless by law (Refer to Article 107
of Constitution).

Levy of fees should be by law, and the determination of fees categories
and increase or decrease of its percentages, is done through an order by
the concerned minister after obtaining an approval from cabinet, unless
contrarily specified by the law. Cabinet has the authority to delegate the
minister to determine fees categories, and increase or decrease
percentages (According to article 16 of law no. 39 for year 2002 about
state budget).

Should be coordinated with the Office of the Assistant Undersecretary
for the development of public revenues before imposing or modify any
government fees.

Operational Procedures:
The process of adopting a resolution to modify or amend government
fees according to the following steps :( See Figure 6.1)

1. Preparation of proposals: The government entity concerned to
consider all relevant aspects of the proposal to impose fees or
modified, and in particular the following:

a. Goals or justifications that warrant the imposition or
amendment fees.

b. Economic and social impacts resulting from the imposition
or amendment fees.

c. Foundations that have been followed in determining the
categories of fees.
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d. Expected revenues, compared to income statement with the
current methodology used in the estimation of revenue.

e. The relationship between the costs of government services
and the value of the proposed fees with the statement that
the ratio of costs recovered. And, the additional costs of
revenue collection fees, if any.

f. The proposed mechanism for the collection of fees and
collection costs.

g. The relationship between the proposed fees and other fees
to the government authorities.

h. The amendment is required to the laws and regulations in
force.

1. Exempt categories from paying these fees, if any.

2. The proposed study jointly: The Office of the Assistant
Undersecretary for the development of public revenues, at
Ministry of Finance discuss the proposals made by the
government entity concerned, which includes aspects mentioned
in the previous paragraph, and discuss organizational and
procedural aspects necessary to implement the proposal.

3. Prepare and submit a memorandum to the Council of
Ministers: After making the necessary studies on the proposal,
prepare a note to the Cabinet, it is possible to be done to prepare a
joint memorandum between the Ministry of Finance and the
government entity concerned.

4. To approve or reject the proposal by the Council of Ministers:
The Council of Ministers looks on the proposal submitted, and
issue a decision. In the case of rejection of the proposal are re-
studied, according to what is stated in paragraph 2.

5. Alegislated of law or an amendment to the law to create or
modify the value of fees in accordance with the proposal: If
approved, the proposal by the Council of Ministers, the concerned
authorities prepare a draft amendment to the articles of legislative
necessary to implement the proposal, which was approved, it may
limited to the issuance of a ministerial decision in the case of a
legal basis, where the minister or the head of the government
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mentioned date.

competent authorities.

department concerned to issue the decision to be published in the
official newspaper and implemented in accordance with the

6. Cabinet approval of the bill: If the implementation of the
proposed required issuance or amendment of legal materials, the
preparation and drafting of legislative materials required, and
submitted to the Cabinet for discussion and approval.

7. Release of the law: Materials issued after the necessary
legislative adoption of the draft law by the authorities and the
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6.3.1 This system aims to develop a methodology for the pricing of government
services fees so that they are logical and effective in terms of taking into
account the cost while ensuring quality and value associated with the
services provided, in order to guide this methodology by government
entities when determining the value of the service charges.

General Policy:

63.2 Government entities should follow the methodology of cost recovery
identified in this system when pricing the government services fees
whenever possible, and may follow other methodologies specified in this
system or any other appropriate methodology is required when the nature
and circumstances of the imposition of the fees.

Pricing methodologies of government services

First, the pricing, "based on the cost"

6.3.3 Pricing "on the basis of cost" determined by the value of the fees after
taking into account the cost of materials and operating expenses for the
service provided, and are estimates of the cost of providing e