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Institutional Arrangements

Liquidity Reserves

• Average central government liquidity reserves are 4 billion

- SSF’s are excluded and run their own liquidity reserves

- Some off budget funds are included - for example the National Housing Fund

- The EU’s own resources account is included

• Yearly collected payments and payments made in 2017 were close to 91 bn

- Funding and liquidity management operations excluded

- Central Government budget for 2017 was 55,9 bn
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Institutional Arrangements

Budget Execution Process

• The cash forecasting process is run separately from budget execution

- Focus of Rahakas is mainly on funding and cash management

- Budget appropriations are however often used in cash planning by budgetary entities 

• Funding is budgeted, but the State Treasury can adjust downwards when liquidity 

position is sufficient
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Institutional Arrangements

Budget Execution Process

• The budget figures are transferred to a common 

SAP-based ERP system called Kieku

• Before a budgetary entity enters into a contract or 

makes a payment, it is obliged to ensure that the 

obligation is within it’s budgetary appropriations or a 

commitment limit (State Budget Decree)

• There is a common chart of financial accounts for 

each budget item. All payments are recorded on 

these accounts when bank accounts are reconciled 

daily

• A budgetary unit can monitor it’s each appropriation 

from Kieku system
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Institutional Arrangements

Key participants in forecasting and liquidity management

• Budgetary Entities

- Planning and provision of information

• Shared Service Centre (Palkeet)

- Collection and provision of information 

• State Treasury

- Funding and liquidity management operations -“The end user of information”

- Cash forecasting system (Rahakas) owner: instructing and monitoring the 
process

• Ministry of Finance

- Defines the scope for funding and liquidity management: sets the budget for 
funding and limits for liquidity risk and FX risk 
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Institutional Arrangements 

Budgetary Entities

• Mandatory cash flow planning and forecasting

- Rolling 12 months & more emphasis on rolling 30 days

- Similar rules for all entities, big or small

- Each unit has one dedicated forecast contact person

• 70 budgetary entities, 70 Rahakas users

- Tax authority collects 86% of income and makes 42% of 

outgoing payments

- Top 5 income entities collect 93% of the total income

- Top 5 expenditure entities account for 81% of the outgoing 

payments 
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Institutional Arrangements

Shared Service Centre - Palkeet

• Payments processing, accounting and HR management for majority of 

budgetary entities

• Palkeet gathers and inputs cashflow forecasts into the system

• Are in regular contact with their customers

- Excellent information channel that works both ways

• Provide technical connectivity to their payments system and invoice 

processing system

• 120 Rahakas users
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Institutional Arrangements

State Treasury

• Front Office – 4 Rahakas users

- Monitoring long term-liquidity  optimal timing and size of funding operations

- Monitoring short-term liquidity  cash investment planning (depo, 3p-repo)

• Middle Office

- Monitoring and compliance reporting regarding to the limits set by MoF

• Back Office and STF IT staff – 10 Rahakas users

- Reconciliation of bank account balances, cash transfers

- Contact point to the budgetary entities and service centre

- User administration, process management (2 persons)

- Technical monitoring, problem solving, upgrade projects (2 persons)
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Group AccountGroup Account Group Account

Practices and Processes

Group account structure
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• All balances, negative or 

positive, are swept to main 

accounts at the end of the day

• Group account balance can be 

monitored continuously

• A budgetary entity has at least 

one expenditure and one 

revenue account

• All combined, there are circa 

350 bank accounts in the 

budgetary unit level and another 

70 technical accounts (general 

accounts, main accounts)
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Practices and Processes

Sources of information

• Budgetary entities produce the basic forecast for rolling 12 months. Sources:

- Financial plans (produced for next 4 years), Budget

- Information on realised cash flows from Rahakas or Kieku (SAP)

• Payment system API with Palkeet and with the Tax Authority

- Payments for the following day (Palkeet)

- Payments for the following 2 days (Tax Authority)

• Invoice processing system API 

- Information on upcoming  foreign currency payments for the following 20 days

• API for Hourly account balance information from banks

• API for Hourly updates from treasury management system (WSS)
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Practices and Processes

General View of the Rahakas Forecast System

Treasury Management 

System (WSS): Funding & 

Liquidity related cash flow

Large Budgetary 

Entities (incl. Tax 

Authority)

Shared Service 

Centre:

Manual input for 

longer periods, 

daily automated 

updates for 

payments in 

process

Invoice processing 

system: currency payments 

for next 20 days

Forecast 

System

Forecasts

Realised 

income / 

expenditure

Reports

Commercial Banks: 

Opening balance & hourly 

balance updates

State 

Treasury:

Cash 

investments 

and debt 

management 

operations 

Opening balance

+     Income

- expenditure

-----------------------

+/- Residual I

+      Borrowing

- Amortisation

----------------------

+/- Residual II

+/- Invenstments

Closing balance

Small and medium-

sized budgetary 

entities

Lisbon 12-13. Nov. Further redistribution subject to STF 

permission



Practices and Processes

Time Frame for Forecast Process
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Forecast for Oct 31, 2018

Revenue Realised Revenue Expenditure Realised Expenditure

P

Revenue 296,858

Realised Revenue 252,045

Expenditure -213,119

Realised Expenditure -213,815
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Practices and Processes

Challenges

• Process for manual input and manual updates can be complicated

- Sometimes people forget to check and readjust the original 12 month plans

- Payments and planning are usually done by separate instances

- Typically people postpone their forecasts until the new budget is confirmed

• Fitting manual and automated forecast together is sometimes troublesome

- For example: a human can tell there is a payment coming up, even though the 

invoice is not in the system yet

- Tracking and matching budget items – payment system doesn’t have this 

information

• Technical limitations with the current system, which is based on MS Silverlight

- The development by Microsoft has ceased, support will cease in 2021 
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Practices and Processes

Improvement plans

• System procurement coming up in few years time

- Next system could be a set of various tools: database, reporting tool, analysis tool 

and a GUI for manual input

• Currently only the Tax Authority is using statistical modelling. Adding more 

simulated forecasts is being evaluated from two different views

- Bottom up and top to bottom

• More efficient use of invoice processing information

- Extension to EUR forecasts
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Implementation

Selecting the current system

• Previous system was run in the MoF until early 2009

- Process for improving the system started in 2006 and it was decided that the 

State Treasury will be the new owner of the system and the process

• Some key requirements for the new system

- Low supplier risk

- Modern software with universal technical interfaces

- Information security

• The vendor was selected in early 2008 and implementation started in autumn

• System was up and running in spring 2009
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Implementation

Implementation Related Tasks 

Different tasks during the Rahakas implementation (2008-2009):

1. Process evaluation: Is the existing process sufficient?

2. User interviews: What kind of changes in process are preferable or tolerable?

3. Setting up the system: Working with the vendor staff

4. Migration of functionality and data from the old system: less is better

5. Testing

6. User guidance: on-site training, animated guide videos, tailored user guides

7. Extensive user support during the first days of use
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Appendices

• Payment insfrastucture

• Technical infrastucture

• Example reports
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Practices and Processes

Payment infrastructure for domestic currency
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Practices and Processes

Payment infrastructure for foreign currency 
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IT-system and connections

Technical overview
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Example reports

General overview of EUR liquidity Forecast evolution
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Example Reports

Forecast of closing balances in selected currencies

Report for comparing API input to manual input
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Contacts

Back Office

Ms. Taina Nissinen +358 (0)295 50 2580

Mr. Jukka Aaltio +358 (0)295 50 2666

Finance IT

Mr. Santtu Seppälä +358 (0)295 50 2650

Mr. Karri Kesti +358 (0)295 50 2912

Forename.surname@statetreasury.fi

http://www.treasuryfinland.fi
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