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[bookmark: _Toc42011715]Introduction
The Nigerian Governors’ Forum (NGF) has developed toolkits to provide support to State Governments to help them achieve the Eligibility Criteria (EC) and Disbursement Linked Indicators (DLIs) under the World Bank States Fiscal Transparency, Accountability and Sustainability (SFTAS) Program for Results.  
This toolkit was prepared to support effective delivery of the SFTAS Technical Assistance (TA) on State’s deployment of an Integrated Financial Management Information System (IFMIS). The toolkit contains guidance notes (briefing and instruction notes), a gap analysis template, IFMIS requirement document, guidance note on procurement approach as well as IFMIS implementation, operation, and maintenance. 
[bookmark: _Toc37667524]The key beneficiary MDA for this Financial Statements toolkit are the State Ministry of Finance, State Ministry of Budget and Planning, Office of the Accountant General, Office of the Auditor General, State Bureau of Public Procurement, State Internal Revenue Service, Office of the Head of Service and all major MDAs 
The objective of this toolkit is to assist States with a comprehensive and consistent set of instruments (tools) to aid the design, procurement and implementation of a State Integrated Financial Management information system (IFMIS). The implementation of an IFMIS by a State will in turn be part of the overall effort aimed at increasing fiscal transparency and accountability, which is a key result area of SFTAS. 
Despite the COVID-19 outbreak, related restrictions in movements which have limited the extent to which NGF can mobilise TA to States, and understanding the urgency for fiscal adjustment, the NGF will, on-demand, provide virtual support in form of technical advisory and consultative sessions to assist States in the domestication of required reforms.
8. As mentioned, the toolkit is especially important in helping to underpin efforts aimed at strengthening fiscal transparency and accountability as part of the overall SFTAS programme. It will assist States in accessing SFTAS performance-based grants linked to the achievement of the program’s Eligibility Criteria (EC) and Disbursement Linked Indicator (DLI) 1, 3 and 5.



[bookmark: _Toc39654161][bookmark: _Toc42011716]Purpose of the IFMIS Toolkit
9. The IFMIS toolkit is designed to provide States with a comprehensive and consistent set of instruments to support the various stages of IFMIS implementation, as shown below: 
[bookmark: _Toc39654191]Figure 1 – Stages of IFMIS

10. This toolkit contains models and templates to support the following specific outputs of IFMIS design and implementation:
Gap Analysis Template; 
IFMIS Requirements Document Template; 
Guidance Note on Procurement Approach and Bid Documents; and 
Guidance Note on IFMIS Implementation, Operation and Maintenance.
11. This Toolkit should be used in conjunction with the following Toolkits:
Preparing State Budget using the NCOA (this is a necessity for the use of the Detailed MDA Budget Submissions (using the NCOA) and Consolidated Budget template); 
Budget Performance Reporting,
Preparing FSP and Annual Budget
Cash Management and TSA.
12. Each tool within the toolkit has been developed based on several years of ‘road-testing’ and improvement at Federal and State levels meaning that as well as providing technical rigour the tools are designed to be both practical and easy to use.
[bookmark: _Toc39654162][bookmark: _Toc42011717]Design and Implementation of an IFMIS 
[bookmark: _Toc23929992][bookmark: _Toc39654163][bookmark: _Toc42011718][bookmark: _Hlk24150573]Link to PFM Cycle
13. The set of toolkits developed under this SFTAS programme cover key components of the PFM cycle. The relevant stage of the PFM cycle covered by this specific Toolkit is Accounting and Reporting and is highlighted in the diagram below. 
[bookmark: _Ref37502637][bookmark: _Toc39654192]Figure 2 – PFM Cycle 
[image: ]
14. An IFMIS consists of a set of computer programs, databases, processes, procedures and hardware and network platforms that enable government finance and accounting staff to carry out their day-to-day operational tasks.
15. These tasks essentially include originating, receiving, recording, processing transactions related to budget authority, requests for financial resources, treasury management, payment of bills and recording receipts. Very large FMIS may also include modules which support the recording and assessments of taxes, duties and other levies and also managing the human resource component (payroll and pensions) for the civil service.
16. As these transactions are processed, the information collected in the system databases enables government finance managers to plan, prepare and approve budgets, approve payments, monitor and report on the status of the government.
17. The diagram below provides a high-level diagrammatic overview of key government financial systems and their relationships, including key modules for:
Budget preparation;
Budget execution (including primarily expenditure management);
Core Accounting, including ledgers, cash management and accounting, and
Reporting, including financial and management account reporting. 
Very important financial ‘feeder’ systems, which are often outside an IFMIS design, but which provide important information include:
· Macroeconomic forecasting; 
· Debt management;
· Asset and inventory management, and
· General revenue management. 
18. Large systems are often implemented outside the central IFMIS include:
Human Resource Management Information Systems (HRMIS) which is used to managing the civil service establishment and its payroll and pensions, and
Revenue and Tax Management – Integrated Tax and Revenue Management systems which are implemented to manage the more significant tax revenues for a government. 
19. Figure 3 below shows the many interdependencies between the modules, or ’sub-systems’ which are generally found in a government integrated financial management system, together with the sources of all information and financial data that is used for reporting on the financial operations and performance of a typical government.
[bookmark: _Ref2768808][bookmark: _Ref2768222][bookmark: _Toc39654193]Figure 3 – IFMIS overview and linkage to PFM cycle
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[bookmark: _Toc23929993][bookmark: _Toc39654164][bookmark: _Toc42011719][bookmark: _Hlk24150820]Best Practice Statements
20. Each of the toolkits are aimed at achieving a set of “best practice statements” based on various resource materials such as the PEFA Indicator Framework, OECD-SIGMA PFM Principles, Tax Administration Diagnostic and Assessment Tool (TADAT), and more importantly the SFTAS eligibility criteria and disbursement-linked indicators. This can be used as basis for the Presentation on Best Practice, Nigerian Experience Template but can be modified and expanded as required.  
21. For IFMIS itself, however, the only “best practice statement” that could be derived from these documents is that the “State has functioning integrated financial management information system (IFMIS)”.





22. For the purposes of this IFMIS Toolkit, the following IFMIS success factors will be considered as best practices:
	1) Clear rationale and strategy/ plan for selecting and implementing the system, based on realistic and achievable timeframes.

	2) Strong regulatory and policy framework, which should ideally exist within the government, and within which the system will be implemented and operated.

	3) Relevance of the system in terms of scope and functionality, clearly defined tasks, or functions.

	4) Clear ‘business process’ framework must exist, or be defined, to ensure proper fiscal management of, and control over the government’s financial transactions.

	5) Well documented system design that considers all stakeholder requirements.

	6) Clear definition of ownership and responsibility for the system, both in terms of overall operation and system administration, as well as ‘functional’ ownership.

	7) Consideration within the design to the required current (and future) hardware and communication environments.

	8) There must be consideration of the expertise and capacity that will be required to implement, operate, and manage the system.


23. More information on the requirements of PEFA can be found on the PEFA website, and in IF10 (best practice, as dictated by a score of A, for all indicator dimensions related to IFMIS). 
[bookmark: _Toc26270656][bookmark: _Toc39654165][bookmark: _Toc42011720]Interlinkages Between Toolkits and Technical Areas 
24. The SFTAS toolkits, and the broader SFTAS programme, support the majority of areas of the traditional PFM cycle (as laid out in Figure 2 above). Some of the toolkits are fundamentally linked – these linkages are summarised in Table 1 below. 
[bookmark: _Ref26270477][bookmark: _Toc26270685][bookmark: _Toc39654197]Table 1 – Interlinkage with other Toolkits / SFTAS DLIs
	[bookmark: _Hlk26524839]
	

	Preparing FS using NCOA and IPSAS
	Direct: A well-prepared, consistent, and formatted financial statement will be required for feeding into the SIFMIS. 

	Domesticating the NCOA
	Direct: A domesticated NCOA format is required as basis for SIFMIS.

	Preparing MTSS
	Indirect: MDAs should be able to access data on programme implementation as part of the Sector Performance Review process

	Preparing MTEF
	Indirect: Data from the IFMIS will be required to prepare the MTEF

	Preparing FSP and Annual Budget
	Direct: Output from SIFMIS will be required to populate the FSP (historical State Budget and Actuals for revenue and expenditure, and expenditure by Sector).  Formulation and Compilation templates should be used to upload expenditure ceilings into IFMIS

	Budget Performance Reporting
	Direct: IFMIS will be able to provide quick access to data required for budget performance reporting.

	TSA and Cash Management Strategy 
	Direct: IFMIS is fundamental tool for implementing TSA and supports improved Cash Management.

	Revenue Code
	No Linkage

	Tax policy and Admin – Dispute Resolution
	No Linkage


[bookmark: _Toc42011721][bookmark: _Hlk22570357]Structure of Toolkit
25. The toolkit comprises report templates, questionnaires, spreadsheet-based models and manuals. 
Table 2 – Toolkit Modules
	ID No.
	Tools
	Format/(Type)
	Description

	IF4
	Gap Analysis Template
	White Label document (Word)
	Template designed to facilitate the preparation of a gap analysis document and provides a consistent structure for the State to follow.  The gap analysis is a methodology or tool to determine the gap between a government’s current ‘business position or performance’ and it’s required ‘business position or functional performance’.

	IF5
	IFMIS Requirements Document 
	White Label document (Word)
	Template designed to facilitate the preparation of the diagnostic report and provides a consistent structure for the State to follow.  ‘To-be’ model will reflect the functional requirements of the required FMIS software as well as the required operating platform in terms of hardware and networks.

	IF6 GN
	Guidance Note -Procurement Approach and Bid Documents
	Guidance Note (Word)
	Guidance Note for relevant State officials on procurement options and preparing bid documents for the procurement of major IT application system packages – IFMIS, HRMIS and TMS.

	IF7 GN
	Guidance Note -IFMIS Implementation, Operation and Maintenance
	Guidance Note (Word)
	Guidance Note on IFMIS system implementation, key pre-requisites for sustainable operations, training and change management.  

	IF8
	Gap Analysis Questionnaire

	Word Document
	Assists States to conduct a comprehensive gap analysis of the Legal and Institutional framework alongside the necessary reform initiatives and technical considerations for deployment of an IFMIS system. 

	IF9 
	Annual Performance Assessment Guideline and Verification Protocol
	Word Document
	Provides information for participating States on the SFTAS PforR Eligibility Criteria, Disbursement-Linked Indicators (DLIs) and Results, Annual Performance Assessment (APA) and Verification Protocol

	IF10
	Relevant PEFA Indicators and Best Practice
	Word Document
	Provides an overview of relevant PEFA indicators and best practice


[bookmark: _Hlk22570464]
[bookmark: _Toc42011722]Reviewing IFMIS Processes and Procedures
[bookmark: _Toc42011723]IFMIS Processes
26. The Toolkit has been designed to support states at every stage of the IFMIS process (see diagram below):
[bookmark: _Toc39654195]Figure 4 – Stages of IFMIS

27. As mentioned earlier, the type of support for each state may be different as this depends on which stage, they are in terms of the IFMIS process. The available tools to guide and support the for each stage of IFMIS process are as follows: -
[bookmark: _Toc39654204]Table 3 – Tools available for support phase
	System design and specification
	System procurement
	System implementation
	System operation and maintenance

	(a) Gap Analysis Template
(b) Gap Analysis Questionnaire
	(d) Guidance Note -Procurement Approach and Bid Documents
	(e) Guidance Note - IFMIS Implementation, Operation and Maintenance

	(c) IFMIS Requirements Document Template
	
	


28. The tools developed so far mostly cater to those States that are still contemplating on moving towards computerising their financial management procedures, where decisions are required on the appropriate functionalities to be computerised and on the IT requirements necessary to run the system. This is where most States in Nigeria are in terms of the IFMIS process. Moving to more advanced stages of the IFMIS process, i.e., procurement, system implementation and O&M, will require more specific and technical advisory that can be provided by NGF who will be on ‘stand-by’ to assist. The Guidance Notes provided in this toolkit presents key requirements and guidance on these latter stages and serves as a jump off point in determining the appropriate tool for support to more advanced States. Support may include, among others: finalising the system design and supporting system procurement, contracting, or post contract implementation support; supporting key implementation stages or stages such as project management; system testing; specific business process reengineering support; IFMIS customisation specifications; establishing an help desk and support management arrangements etc.
[bookmark: _Toc42011724]Gap Analysis Template
29. A gap analysis is a methodology or tool to determine the gap between a government’s current ‘business position or performance’ (As-is) and it is required ‘business position or functional performance’ (To-be).  It is an assessment of what is on the ground versus the expectation and/ or requirements.
30. In this case, the focus will be specifically in the gaps relating to a financial management system, and whether the financial management performance requirements are being met.  But this may not just have implications for computerised system requirements; there may be implications in some related areas which will need to be addressed alongside identifying existing gaps in financial software functionality and supporting hardware and networks.  For example, gaps and requirements relating to legislative frameworks, technical skills in areas such as accounting, budgeting, procurement, and ICT will have a relative impact on system implementation, support, and management requirements.
31. This assessment may be both qualitative and quantitative – are there gaps in required functions? Are there inadequacies and shortfalls in required computing infrastructures? Are there gaps in capacity levels in terms of both basic skills, more advanced skills and the currency or level of those skills?
32. Specifically, regarding the IFMIS functionality it will be appropriate to compare the government’s current financial management arrangements and processes with good practice, or the known processes and functionality necessary for good government financial management. Gap analysis can draw on ‘benchmarking’ and from other assessments.
33. For the purposes of defining the IFMIS gaps and requirements, it is proposed that the gap analysis is used to compare the target government’s processes to others performed elsewhere, using a ‘benchmarking’ approach. Key process and functional steps can be identified and compared to ‘good practice’ to identify the difference or gap. The degree of difference will determine the appropriate steps and recommendations to be made to address the gap. 
34. The results of this analysis (in the context of the benefits and detriments of changing processes) may support the maintenance of the current process, the wholesale adoption of an alternate process, or a mix of options to determine a solution.  It may also be appropriate to identify a phased approach to ‘filling the gap’, in so doing recognising related activities and actions which are prerequisites or complimentary to achieving the desired solution.
35. A well-prepared gap analysis will help the government to recognise areas of shortcomings regarding financial management processes and systems, and determine what steps need to be taken to realise the required position.
36. It is important to recognise that a gap analysis is a technique used to determine what steps need to be taken to move from its current state to its desired, future state. It involves the documentation and analysis of current position regarding the above areas and the ensuing problems resulting from the current position.  From this, a requirement follows logically.
37. Identifying, documenting and confirming current ‘As-is’ processes is relatively straight forward and, providing key users understand and are able to articulate the processes they undertake, and the position of ‘sub-processes’ within the entire process flow, the current processes can be easily confirmed.  A workshop should be used to validate and confirm identified conflicts, uncertainties, inefficiencies, duplications etc. This should involve the working groups identified earlier which comprise of the main clusters of IFMIS business processes – budget preparation, accounting, procurements/ payments, accounts receivable, asset management, payroll etc. 
38. It is important during ‘As-is’ documentation and analysis to identify sub-processes within main processes. For example, Figure 7 below identifies in particular sub-processes and relationships within and between budget, purchasing and payments, accounting, revenue management and payroll functions.
[bookmark: _Ref17943980][bookmark: _Toc39654196]Figure 7 – High level ‘As-is’ business process flow diagram
[image: ]

39. The Gap Analysis template provided as part of this toolkit suggests the structure for the gap analysis described above. 
[bookmark: _Toc39654180][bookmark: _Toc42011725]IFMIS Requirements Document Template
40. The evaluation of the ‘As-is’ process against the expectations and required good practices will be used to derive the ‘To-be’ processes and functional requirements.
41. The ‘To-be’ business processes will be used to define the IFMIS requirements specification, however, they will also, in conjunction with information collected during the diagnostic phase, to determine related improvements to organisational and governance structures, the legislative/regulatory framework and also training needs.
42. For a new IFMIS this will be based very much on what ‘good practice’ and available functionality is available, linked to the budget, capacity, and capabilities within the government itself.
43. It is likely, within the state government context, that the ‘To-be’ requirements will be driven by the recognition that the government has an inadequate system to enable it to comply with both its own and federal expectations (as expressed in legislative and institutional requirements), and the availability of accessible funds, which may be met by development partners, to determine the scope of a new IFMIS.
44. To guide to the functional requirements and good practices establish within an integrated financial systems environment, Annex 1 of the template sets out core functionalities that can be expected in core IFMIS modules. This can be used as a guide to develop a functional requirements specification for a new IFMIS which should reflect the identified gaps, and expectations of the government.
45. The ‘To-be’ model however will not just reflect the functional requirements of the required FMIS software, but also its operating platform in terms of hardware and networks – reflecting the sizing of, and expected access to the system – but also the operating and management structures for the new IFMIS.  As part of the situational analysis it is likely that a number of current operational and environmental problems will have been identified that need to be considered, such as inadequate computer resources and skills, limited access to data, previous poor implementation and support arrangements, inadequate networks, loss of data due to poor back up arrangements, inadequate power supply and lack of generator backup, all of which should be reflected in the ‘To-be’ requirements,.
46. As part of the ‘To-be’ requirements it is therefore important to identify, for example:
Infrastructure requirements;
Data centre(s) and processing requirements; 
Databases and respective management arrangements – back-up etc.;
Server hardware, including indicative specifications; 
Data network and end-user connectivity;
Network security/ firewalls;
Power back-up arrangements including indicative power back-up/ generator requirements; and
PCs and UPS requirements – how many, where, indicative sizing configurations and operating software.
47. Implementation Requirements
Implementation project management;
System configuration and integration management;
Data migration support;
IT skills training –  Operations, data administration;
End user training;
Technical documentation;
IFMIS end-user documentation; and
System testing and acceptance support;
48. Support and maintenance Requirements
Server and network maintenance and support arrangements;
Hardware, network and platform support;
Software Support; and
Help desk support arrangements.
49. Some of these may be identified to be met internally, perhaps with appropriate external support, others will be identified to be met by the prospective vendor, and subsequently be defined in the bidding documents as vendor/ supplier deliverables.
50. It is suggested that the ‘To-be’ requirements are presented in an ‘IFMIS Requirements Document’ template. This document should be a ‘free-standing’ and ‘self-supporting’ document, identifying the reasons for requirements where appropriate, and as such will draw from, and include information collected during the situational analysis and ‘As-is’ stages which have identified the ‘gap’ and therefore the requirements for the IFMIS.
51. The IFMIS Requirements Document will form the basis for the Bid Technical Requirements, which shall be discussed in the Guidance Note - Procurement Approach and Bid Documents.
[bookmark: _Toc39654181][bookmark: _Toc42011726]Guidance Note - Procurement Approach and Bid Documents
52. The Guidance Note – Procurement Approach and Bid Documents has been prepared to provide the States with a standard and structured approach to identifying the most appropriate procurement solution for IFMIS.  The note describes the two ways in which the procurement of major IT application system packages – Integrated Financial Management System (IFMIS), Human Resource Management Information System (HRMIS) and Tax Management System (TMS) - and associated hardware, networking and integration services can be done undertaken. It also describes the World Bank’s standard bidding documents, which a number of Nigerian states have adopted and tailored, especially for procuring IT Systems. 
53. The note further describes some points to draw on the good practices included in the World Bank procurement documents. The bid documents should include instructions for bidders on such areas as bid submission requirements and the evaluation and scoring methodology for the bids received in response to this tender. The bid documents should also set out in detail the requirements of the bid and what the bidder is required to provide in terms of a response, and by when, and clearly state that incomplete or late bids will be rejected.
54. Approaches to evaluating bids are also presented in this note, which describes setting up an evaluation committee which comprise of procurement officers, finance officers and end-users.
[bookmark: _Toc39654182][bookmark: _Toc42011727]Guidance Note - IFMIS Implementation, Operation and Maintenance
55. Once procured and contracted, an IFMIS system must be properly implemented and tested with comprehensive user and technical documentation provided. This Guidance Note describes key considerations in system implementation, which includes: setting up project management structures; identifying the activities and tasks involved in implementing the system in an agreed implementation project plan; providing an indicative timeline and resource plan for the implementation; and coming up with a list of the main cost elements for the project to ensure that funding is available at the appropriate contract implementation milestones. The Note also describes some key requirements for successful implementation and operation of financial systems.
[bookmark: _Toc39654186][bookmark: _Toc42011728]Domesticating the Toolkit within the State Context
56. Though many of activities undertaken in reviewing the processes and procedures relating to a required IFMIS will be common among the States, there will be instances where elements of the toolkit need to be modified and adapted to a State’s individual requirements.  The toolkit has been designed to allow for this flexibility.  
57. It also underscores the importance of the gap analysis, as this should provide the State with a deeper understating of the ‘local context’ and thereby highlight where modifications might be required.  For example, it may be that certain States have different existing IT arrangements, differing degrees of existing computerisation of the core financial processes, different levels of centralisation or distribution of access or even have very different funding arrangements.
58. Each of the tools within the toolkit will consider the need for potential customisation and will provide instructions on how to do this.  Again, the NGF will support this aspect.
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