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Department of Free State Provincial Treasury Vote 4
To be appropriated by Vote in 2009/10 R152 389 000

Responsible MEC MEC for Finance

Administrating Department Department of Free State Provincial Treasury

Accounting Officer Superintendent General: Free State Provincial Treasury

1. Overview

In the publication of the 2009/10 - 2011/12 Annual Performance Plan for this department
creates a platform for improved efficiency and effectiveness in service delivery. The plan
allows for a greater strategic focus on the newly established Economic Analysis, Fiscal Policy
and Risk Management and Internal Audit units within the department. In addition the Plan will
assist the Provincial Treasury to execute its mandate of enforcing overall fiscal discipline more
effectively and enabling a better servicing of the needs of the citizens of the Free State
province while at the same time measuring the outcomes and impact of provincial expenditure
programmes.

The Provincial Treasury continues to focus on its core functions and responsibilities
emanating from the Public Finance Management Act (PFMA) Act No. 1 of 1999, as amended,
Treasury Regulations promulgated in terms of Section 76 of the Act, and oversight and
support functions to be executed in respect of municipalities in terms of the Municipal Finance
Management Act (MFMA), Act 56 of 2003, it does so in a manner that:

* Facilitates effective and efficient management of provincial assets, liabilities and financial
management systems;

* Promotes accountability and transparency through substantive reflection of financial
activities of the Province, as well as effective compliance with prevailing financial norms
and standards; and

* Promotes the use of government service delivery as a catalyst for enhanced economic
growth and development and social equity.

1.1 Vision

A leading change agent for improved economic growth and social equity through prudent
financial management.

1.2 Mission

Render timely and responsive service delivery to clients through:

* Enforcing the implementation of the Public Finance Management Act;

* Preparation of sound and sustainable provincial budgets;

*  Promotion and monitoring of the sustainability of local government budgets;

* Sound management of departmental and provincial government’s financial assets and
liabilities;

* Promotion of sound supply chain management practices;

* Optimisation of provincially collected revenue;

* Enhancement of sound cash management, accounting practices, policies and systems;
* Promotion and implementation of restructuring and transformation process and

* Sound management of departmental resources.
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1.3 Values

The core values that the department espouses are:
* Performance

* Consistency

* Transparency

* Integrity

* Sensitivity

* Accountability
* Diligence

* Prudence

* Professionalism
* Fairness

* Consultation

* Responsiveness

1.4 Acts, rules and regulations

The following acts, rules and regulations are considered by the department:
* Constitution Act No. 200 of 1993

* Public Finance Management Act No. 1 of 1999 (as amended)
* Treasury Regulations, May 2005

* Employment Equity Act of 1998

* Public Service Act of 1994

* Public Service Regulations, 2001

* Public Service Coordinating Bargaining Council Collective Agreement
e SITA Act of 1999

* SITA Regulations of 1999

* Archives act of 1962

* Protection of Information Act, Act 84 of 1982

* Access to Information Act of 1998 (as amended)

*  Minimum Information Security Standard (MISS)

* Annual Division of Revenue Act

* Municipal Finance Management Act number 56 of 2003

* Municipal Supply chain Regulations of 2005

* Municipal Investment Regulations of 2005

* Municipal PPP Regulations of 2005

* Preferential Procurement Policy Act No. 5 of 2000

* SCM Regulations of 2004

* Borrowing Powers of Provincial Government Act

* Provincial Tax Act

* Promotion of Administrative Justice (PAJA) Act 3 of 2000

* Labour Relations Act
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2. Review of the current financial year (2008/09)

During the 2008/09 financial year the main focus of the Provincial Treasury was to continue to
improve financial management and foster practices to ensure that ongoing fiscal and
budgetary reform promotes sustainable growth and development in the Province.

To live up to the afore-mentioned challenge, this department set out to ensure that:

* |t effectively utilized its operations in the areas of economic analysis, fiscal policy and
public finance, to create a treasury environment that allows all important role-players and
stakeholders in the Province to contribute towards the attainment of the long-term
development objectives of this Province;

* It seriously addresses the incidence of over expenditure and under expenditure of
provincial departments as well as to engage in processes and initiatives aimed at ensuring
that provincial resource planning processes and actual service delivery programmes take
place in a manner that allows for more effective synergy, alignment and co-ordination with
Provincial Public Entities and District and Local Municipalities; and

* Necessary technical expertise was built in-house to better position the Treasury to oversee
and support processes related to the implementation of the Municipal Finance
Management Act (MFMA) in designated municipalities as well as the development of
beneficial Public-Private Partnerships (PPP’s) in the province.

Significant strides were made in respect of all the afore-mentioned areas.

The 10 Year Socio Economic Review of the Free State Province was launched in May 2008
by the Premier of the Province, Ms. Beatrice Marshoff. The Review is aimed at deepening the
understanding of the socio-economic state of the province and the associated challenges.
This review consists of 113 indicators of the state of the province, covering the issues of
demographics, poverty, welfare and access to basic infrastructure, education, health, labour
as well as the economy. The Review serves as a planning, monitoring and evaluation tool
which will assist the Department to allocate provincial and local government budgets in a
manner which will redress the imbalances and inequities of the past.

Due to the continuation of the practice of producing monthly treasury oversight monitoring
reports in respect of key performance indicators regarding various accounting matters, as well
as effective engagement in audit steering committees, financial management within the
province has improved significantly. Key Performance Indicators have also been developed in
respect of banking related matters for Departments and Trading Entities as well as for internal
audit and risk management functions of Departments and Trading Entities.

As a result of the development of a monitoring tool for Provincial Entities, the ability of this
Department to monitor the performance of its public entities has been significantly
strengthened, and the Free State is now the only province that has such framework in place to
effectively gauge the performance of the entities on a monthly and a quarterly basis.

In addition there have been significant improvements with regard to reporting requirements
emanating from the Municipal Finance Management Act (MFMA), largely arising from capacity
building initiatives and technical support provided to municipalities by the Provincial Treasury
Department.

The province has been under financial constraints this current financial year and this
necessitated the Treasury to review and improve on the distribution of cash to departments as
well as to introduce tough measures such as cost containment and took fund shifting powers
from certain departments.
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3. Outlook for the coming financial year (2009/10)

The Department will continue to strive to draft a better and more informed provincial budget
with the aid of the following internally-produced documents, namely:

«» The 10 Year Provincial Socio-economic Review and Outlook
« A Social Accounting Matrix for the province
«» The Provincial Labour Market Review

In addition, preparatory work will also proceed in earnest to finalize a Free State Regional
Econometric Model, to be completed by 2011/12. All of this work that will continue in 2009/10
and beyond will improve the analytical ability of the Provincial Treasury to analyze changes in
the socio-economic variables of the province to ensure that the provincial budget meaningfully
impact on identified provincial needs whilst at the same time, supports sustainable provincial
growth and development.

Work related to financial governance will be further enhanced in 2009/10 with the
development of key performance indicators to measure financial management performance of
provincial entities, as well as the performance of internal audit and risk management units in
provincial departments and other public entities. The significance of this work that will
continue to be executed during the remainder of the 2008/09 financial years as it will go a
long way to further promote sound financial management in the Free State Provincial
Government and also promote reliance by external audit on work carried out by internal audit.

Support to municipalities to improve financial management practices at the local government
level will continue in 2009/10 with particular focus on compliance assessment and initiatives
to build capacity in the areas of asset management, supply chain management as well as risk
management at all municipalities in the province.

Not withstanding the intentions for the 2008/09 financial year, the challenge regarding the
growing incidence of provincial departments over-spending voted budgets still remains a
concern for the Provincial Treasury. Stringent measures will be enforced to ensure that such
transgressions of the prescripts of the PFMA by provincial departments will be penalized
accordingly.
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4. Receipts and financing

4.1 Summary of receipts

4.2 Departmental receipts collection

Rthousand 2005/06 2006/07 2007108 2008/09 200910 2010111 201112

Tax receipts
Casino taxes

Horse racing taxes

5. Payment Summary
5.1 Key assumptions

Salary increases of 6 per cent in 2009/10, 6 per cent in 2010/11 and 5.6 per cent in 2011/12
effective from 1 July of the year the budget was tabled. The 2009/2010 increment includes
budgeted posts to be filled. The increment calculated includes both the 1 per cent pay
progression and the 1.5 per cent performance bonus for the department over the MTEF.
Actual cost and percentage increases from different service providers were taken into account
in respect of goods and services. However, there was a general decrease in goods and
services of 1.06 per cent in 2009/10 due to the decrease of percentage forecasting of Auditor
General and GG vehicle, and an increase of 0.96 per cent in 2010/11 and 0.98 per cent in
2011/12. The budget was planned to ensure fully functional and effective Employee
Assistance Programme (EAP).

P x
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5.2 Proaramme summarv
Table 4.3: Summary of provincial payments and estimates: Free State Provincial Treasury

Adjusted

Qutcome ! an appropriation . Revised esfimates Medium-derm estimates
: appropriafion :
R thousand 00506 2006107 20071085 2008109 PNt oM 20t
4 Financiel Govemance o 7% 215 208 W UTR MM BN
Total payments and estimates 9060 104308 f286%2 13713 1u VRS EA K I 7 R 117

Uniform treatment of the salary of the MECs: Provincial Treasury would further like to
promote uniform treatment of expenditure with regard to the salary of Political Office Bearers
and in particular that of the Member of the Executive Council (MEC). The treatment of these
payments is prescribed in the Remuneration of Public Office Bearers Amendment Act, 2000
(Act 9 of 2000).

Current practice dictates that the salary of Political Office Bearers is either regarded as a
statutory payment, in which case it would be a direct charge against the Provincial Revenue
Fund or a first charge against the departmental equitable share. If legislation provides for
statutory payment of the salary of the MEC, then the departmental appropriation should include
the amount allocated for the salary of the MEC.

In instances where no legislation exists, provinces should appropriate the funds whereby the
salary of the MEC becomes a first charge on the departmental equitable share. At this stage
provinces are using a combination of these approaches. National Treasury is however of the
view that the approach that leads to a first charge against the departmental equitable share,
provides for clearer accountability with regard to spending of that particular Vote. It further
promotes better planning and budgeting for expenditure, which include amongst others: Travel
allowances, hotel accommodation, subsistence and the payment of allowances other than that of
the salary of the MEC.
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5.3 Summary of economic classification

Due to cost containment in the province, the provincial Treasury decided to cut all the
procurement of capital items over the MTEF at this stage in order to first check the outcome
and the financial growth in the province. This will be reviewed again in the 2009/10 financial
year.

5.4 Transfers

5.4.1 Transfers to local government

appropriation  appropriation

R thousand 2005/06 2006/07 2007/08 2008/09 i200910 20101 0112

Potamam: A

| T JOERT
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6. Programme description

6.1 Programme 1: Administration

This programme will provide leadership, strategic management in accordance with legislation,
regulations and policies as well as ensure that there is an appropriate support service to all
other programmes.
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6.1.1 Description and objectives

Sub programme 1.1: Office of the MEC
Provide for the efficient operation of the Office of the MEC.

Sub programme 1.2: Management Services

Provide for the efficient operation of the office of the CEO and provide for the cost related to
efficient running of the programme.

Sub programme 1.3: Corporate services
Provide an effective corporate support service to the Department.

Sub programme 1.4: Financial Management (Office of CFO)

Provide an effective financial management support service to the Department as well as
effective and efficient supply chain management service to the Department

Sub programme 1.5: Internal Audit
Provide an effective internal audit service to the Department.

6.2 Programme 2: Sustainable Resource Management

Provide professional advice and support to the MEC on provincial economic analysis, fiscal
policy, public finance development and management of the annual budget process.

A

R thousand 200506  2006/07  2007/08 2008/09 Po200910 201011 2011/12
1: Programme Support 107 1067 1152; (AKX 1130 1085; 1210 1207 1351
5: Public Finance 3573 1697 2538; 3152 2996 2953 3299 3515 315

Total payments and estimates: Progran 11326 8703 13372 17491 17012 16905, 18646 19167 19883
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6.2.1 Description and objectives

Sub programme 2.1: Programme support
Provide for the cost related to the efficient running of the programme.

Sub programme 2.2: Economic analysis

Provide for provincial economic and social research and analysis that informs fiscal policy
development and the annual budget process thereby contributing to the provincial growth and
development strategy.

Sub programme 2.3: Fiscal Policy
Provide fiscal policy advice, determine the Medium Term Fiscal framework, develop and
optimise the provincial revenue base and develop the provincial borrowing framework.

Sub programme 2.4: Budget Management
Prepare the provincial budget in line with the provincial growth and development strategy.

Sub programme 2.5: Public Finance
Monitor budget implementation and advice on the compilation of expenditure and non-financial
performance reports.

Y <
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7.2 Service delivery measures

ik
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6.3 Programme 3: Asset and Liability Management

This programme will provide policy direction, facilitating the effective and efficient
management of physical and financial assets, PPPs and liabilities.

Heritage assets
Specialised miltary assets

Total economic classification 43795 41941 51008 | 50105 51511 52655 ¢ 54 487 56 677 59761

| T JOERT
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6.3.1 Description and objectives

Sub programme 3.1: Programme support
Provide for the cost related to the efficient running of the programme.

Sub programme 3.2: Asset management

Facilitate the effective, efficient, economical and transparent management of physical and
financial assets and the implementation of the PPP and SCM frameworks.

Sub programme 3.3: Liability management
Facilitate the effective and efficient management of liabilities.

Sub programme 3.4: Supporting and Interlinked Financial Systems
Manage the implementation and maintenance of financial systems.

Services delivery measures

Y 3

| i T
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6.4 Programme 4: Financial Governance

This programme will promote accountability through the substantive reflection of financial
activities of the province as well as compliance with financial norms and standards.

i appropriation appropriation  estimate

R thousand 2005/06 2006/07 2007/08 2008/09 i 200910 2010111 2011112

Heritage assels
Specialised military assets

Total economic classification 7826 14680 17266 ; 22125 22032 0080 47 27094 28632

e |
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6.4.1 Description and objectives

Sub programme 4.1: Programme support
Provide for the cost related to efficient running of the programme.

Sub programme 4.2: Accounting services

Ensure the effective implementation of accounting practices in line with Generally Recognized
Accounting Practice; prepare consolidated financial statements that reflect the financial
position of the province.

Sub programme 4.3: Norms and standards MFMA

Promote, support, monitor and report on the implementation of the MFMA at delegated
municipalities and municipal entities in the Province and ensure that quality reports translate
into service delivery performance.

Sub programme 4.4: Risk Management and Internal Audit
Promote effective optimal financial resource utilization and internal audit.

Services delivery measures

Seray

&



Department of Free State Provincial Treasury — Vote 4

6.5 Other programme information

6.5.1 Personnel numbers and costs

2. AdELdIIU LIdUIHLy widi IQSC\ 1118 bl e Lad (4
4: Financial Governance 3 38 59 7 7 7 7
Total personnel numbers: 269 269 324 405 409 409 409

| T JET




6.5.2 Training
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Annexure to Budget Statement 2

Table B.1: Specifications of receipts

dppRIvpIIauvI dppIvpIIauvIl edlnaey
R thousand 2005/06 2006107 200708 2008/09 2009110 201011 2011112
Tax receipts :
Households and non-profit insfitutions
Elnan nanaléinn and Sadlaiin
Land and subsoil assets P :
Other capital assets 5 5 1 1 1 1 11 1
Financial transactions in assets and liabilities 723 2 522 174 174 280 17 180 184
Total departmental receipts 53462 73813 63196 72941 72941 62973 75553 78710 82703

| T JOERT
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Table B.2: Payments and estimates by economic classification

4
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Specify item
Specify item
Other 2675 2137 3361 5029 3924 3852 3180 3318 3146 |

Interest and rent on land 9 3
Interest 9 3

Rent on land ;
Financial transactions in assets and liabilities 16
Unauthorised expenditure
Transfers and subsidies to: 29 10

Provinces and municipalities 29 10
Provinces 2 i

Provide list of entities receiving transfers
Universities and technikons
Public corporations and private enterprises 5
Public corporations

Other transfers
Foreign gt andi ional organisations
Non-profit institutions
Households
Social benefits
Other transfers to households

Payments for capital assets 285 360 742 63 46
Buildings and other fixed structures
Buildings
Other fixed structures H
Machinery and equipment 285 360 616 63 46

Land and subsoil assets
Heritage assets
Specialised military assets

Total ic classificati 11326 8703 12372 17 491 17012 16 905 18 646 19167 19 883

| T JOERT




Land and subsoil assets
Heritage assets
Specialised military assets
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Table B.7: Details on transfers to local government

appropriation appropriation estimate

Rthousand 2005/06 2006107 2007108 2008/09 200910 201011 201112

Type of transfer/ grant 1 RSC Levies
Category B
Kopanong 200
Nketoana 100
Category C i
Matheo 181 44
Xharigp 50
Unallocated 103
Total transfer 181 2494 1110:
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