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ACCOUNTING OFFICER’S APPROVAL

For the year ended 31 March 2022

The Consolidated Financial Statements are prepared on the going concern basis. They are based on accounting
policies, which have been consistently applied and supported by reasonable and prudent judgements of estimates.
The Consolidated Financial Statements have been approved by the Accounting Officer and the Accountant-
General on 26 January 2023.

- -

Ismail Momoniat Shabeer Khan
Acting-Director-General Accountant-General
Accounting Officer
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ACCOUNTING OFFICER’S REVIEW

For the year ended 31 March 2022

B 1. Mandate

Section 8(1) (a) of the Public Finance Management Act, 1999 (Act No. 1 of 1999) (PFMA), requires that the
National Treasury (NT) prepares and tables the Consolidated Financial Statements (CFS) in accordance with
generally recognised accounting practice (grap) for:

i) National departments;

i) Public entities under the ownership control of the national executive;
iiil) Constitutional institutions;

iv) The South African Reserve Bank;

V) The Auditor-General; and

Vi) Parliament.

The mandatory CFS for government for the year ended 31 March 2022 as required by section 8(1) (a) of the PFMA
as amended is hereby presented.

The Minister of Finance granted exemption in terms of Section 92 of the PFMA to the National Treasury from the
provisions of section 8(1) of the PFMA to the extent that it requires preparing one set of consolidated Annual
Financial Statements (AFS) for national departments and public entities. Due to the significantly different
accounting bases being applied by departments and entities (modified cash and accrual), the Minister has allowed
the National Treasury to prepare separate sets of consolidated financial statements for departments and public
entities respectively. The CFS are prepared for both the national departments and public entities and submitted
for audit ensuring compliance with the principles of GRAP 35 on Consolidated and Separate Financial Statements
for the 2022 financial year.

Besides being mandated by legislation, CFS is meant to provide a summary of national government’s financial
resources and their application for the benefit of the people of the Republic of South Africa. Due to different
accounting bases being used by national departments and public entities, separate sets of consolidated
information are prepared and published as such in this report to ensure credible and meaningful presentation of
financial information. National departments report on a modified cash basis of accounting whereas public entities
are on accrual basis. Public entities include constitutional institutions, national public entities listed in the PFMA,
the South African Reserve Bank and the Auditor General of South Africa. The public entities that are consolidated
also include unlisted public entities that are accountable to parliament.

In a drive to improve public accountability, National Treasury is facilitating the transition from reporting on the
modified cash basis of accounting to reporting on the accrual basis of accounting. Under the modified cash basis
of accounting, transactions and other events are recognised when cash is received or paid, while disclosure notes,
which are recognised on accrual basis, are provided in the annual financial statements (AFS) such as provisions,
accruals, property plant and equipment (PPE), public private partnership (PPP), lease commitments, contingent
liabilities and so on. Under the accrual basis of accounting, transactions and other events are recognised when
earned or incurred and not when cash is received or paid.

Prior to the 2013/14 financial year, the departments’ accounting framework was set out in the Departmental
Financial Reporting Framework Guide (DFRFG) which was prepared, updated and published by the OAG on
annual basis. The reporting framework comprised of accounting policies for the recognition and measurement of
information in the primary statements and the disclosure notes. It also contained the format or the template for the
presentation of information in the primary statements, as well as the disclosure notes.

With effect from the 2013/14 financial year, and as part of the cash-to-accrual process, the OAG developed and
published two separate but related documents referred to as the Modified Cash Standard (MCS) and the
Accounting Manual for departments (AMD). These are the accounting framework for departments.
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ACCOUNTING OFFICER’S REVIEW

For the year ended 31 March 2022

The MCS sets out the principles of the modified cash framework in a format ordinarily used by other public sector
accounting standard setters such as Accounting Standards Board (ASB). The Accounting Manual on the other
hand, provides detailed guidance on the principles stated in the MCS.

Modified Cash Standard (MCS) for departments sets out the principles for the recognition, recording,
measurement, presentation and disclosure of information required in terms of the prescribed formats. Under the
modified cash basis of accounting, only certain elements are recognised in the Statement of Financial Position
and Statement of Financial Performance. To ensure a complete view of the financial position and performance of
a department for the purposes of fair presentation, and without changing the basis of accounting, this Standard
also prescribes disclosure requirements for additional information relating to elements that do not qualify for
recognition.

In developing the Standard the OAG considers and makes use of pronouncements issued by the Accounting
Standards Board (ASB); the International Public Sector Accounting Standards Board (IPSASB); the International
Accounting Standards Board (IASB); and other organisations that develop financial reporting, accounting and
auditing requirements for the public sector. In addition, the OAG also considered the best practices, both locally
and internationally; the capacity of departments to comply with the reporting requirements; and the systems used
by departments in preparing and collating the information required to comply with the reporting requirements.

Government is also in the process of formalising the accounting reporting framework in terms of section 89 of the
PFMA and section 216(1)(a) of the Constitution. Currently there are 38 standards that are effective as approved
by the Minister of Finance.. The effective Standards of GRAP are 1-14, 16-21, 23-27, 31-32, 34-38, 100 and 103-
110. The Standards of GRAP approved, but for which the Minister of Finance has not yet determined an effective
date are GRAP 25 and GRAP 104. In 2009/10 financial year, public entities started to apply fully the standards of
GRAP for the first time. The standards applied by the entities are reflected in Directive 5-GRAP Reporting
Framework as issued by the ASB.

Entities are required to comply with GRAP 24 Presentation of Budget Information in Financial Statements, which
requires a comparison of budget amounts and the actual amounts arising from execution of the budget to be
included in the financial statements of entities that are required to, or elect to, make publicly available their
approved budget(s) and for which they are, therefore, held publicly accountable. As there is no publicly available
budget that is reconcilable with the group of entities for the purposes of the National Public Entity Consolidation,
it is deemed inappropriate to present a comparison between actual and budget information at this level of
consolidation. GRAP 24 is therefore not relevant to this set of CFS.

The South African national government is structured into five main segments commonly referred to as clusters,
mainly to address government priorities and policies.

These clusters are:

1 Economic Services and Infrastructure Development.
2. Central Government and Administration

3. Financial and Administration Services

4 Justice and Protection Services

5. Social Services

This Accounting Officer's Review includes an Executive Summary and Review of Operating Results. The review
of operating results reflects monetary values presented in the CFS in accordance with paragraph 18.2 of the
Treasury Regulations. It is also a descriptive report clarifying the amounts presented. The CFS therefore provides
information not only on the financial performance but also on the government’s ability to meet current and future
obligations.
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ACCOUNTING OFFICER’S REVIEW

For the year ended 31 March 2022
B 2. Consolidation Process

2.1 Goals for consolidation and this report

The CFS should provide information on financial performance as well as national government’s ability to meet
current and future obligations by:

e presenting the consolidated monetary values of national government (assets, liabilities, revenue and
expenditure)

e improving the users’ understanding of public sector financial management to enhance the achievement of the
government’s social objectives and priorities

o creating uniformity in the presentation and analysis of public sector financial information.
2.2 Scope of consolidation

SCOPE

GRAP 35 requires that the entity that prepares consolidated financial statements establishes whether it controls
an entity before consolidating it. It uses criteria such as: is the controlling entity exposed or has rights to variable
benefits from its involvement with the other entity and does it have the ability to affect the nature and amount of
those benefits through its power over the other entity . These control indicators must be presently exercisable.
For this set of consolidated financial statements, there is no specific identifiable controlling entity as envisaged in
GRAP 35.

The motivation behind preparing these financial statements is not to show what is directly controlled, but rather to
present a combined view of entities considered to be a part of government as envisaged by the PFMA. In
accordance with the definition of a public entity in the PFMA, the Accountant-General has determined that
accountability to Parliament (or the legislature) for the use of public funds must be the driver and considers this to
be the primary criterion for including entities in the consolidation, with ownership control by government being
assumed to exist in such cases. Consequently, if an entity has a legal or constructive obligation to account to
Parliament on its finances, it is deemed to also be under the control of the National (Provincial) Executive, and
shall be included in the national (provincial) government consolidation. This approach is expected to prudently
ensure a more complete consolidation.

ACCOUNTING POLICIES

Accounting policies of entities are adjusted to be on a uniform basis where the effect thereof is deemed to be
material to the consolidated financial statements.

Treatment of Government Business Enterprise (GBE’s)

The National Treasury currently adheres to guidance provided in IPSAS 6 which assists with determining whether
the National Treasury is able to exert control over the GBE’s. Based on the criteria provided in this standard for
control, the National Treasury believes that GBE’s are controlled by government and are therefore consolidated
in full.

Elimination

All material balances and transactions between entities included in the CFS are eliminated. For departments, the
AFS template makes provision in the Annexures for departments to disclose these inter-entity transactions and
balances. For public entities, the Office of the Accountant General (OAG) developed an inter-entity elimination
template that is completed by each entity, authorised and then submited to the National Treasury.
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For the year ended 31 March 2022
Process

The CFS has been prepared in accordance with accounting policies, which have been applied consistently in all
material respects, unless otherwise indicated and meaningful. Additional information is disclosed to enhance the
usefulness of the CFS and to comply with the statutory requirements of the PFMA where appropriate.

The responsibility for the integrity and objectivity of the accompanying CFS for the year ended 31 March 2022,
and all information contained in this report rests with the OAG, a division within the National Treasury as well as
the Director-General of the National Treasury.

The OAG has developed and maintained policies, procedures and internal controls, deemed appropriate, in order
to provide assurance that the financial information is a reliable reflection of the consolidated national departments’
and consolidated entities’ financial position as at 31 March 2022.

Parliament reports on the accrual basis of accounting using the GRAP framework. Parliament's GRAP based
financial statements were converted to modified cash basis of accounting and consolidated with national
departments.

The public entity list per schedule 1, 2 and 3 of the PFMA was used as a basis from which public entities that were
consolidated, however some public entities and trading entities, which are not listed but fall within the scope based
on accountability to parliament, were consolidated.

The OAG is tasked with, amongst others, the responsibility to develop standard reporting formats (including AFS
templates), Modified Cash Standards and Accounting Manual for Departments, used by departments in preparing
their annual financial statements. The AFS template is updated annually to meet the requirements of the policies
set by the OAG. The AFS templates are then completed by all national departments and Parliament and forwarded
to NT, where these are consolidated using a consolidation model. The latter exercise is performed twice annually
based on unaudited information by 30 June, and finally based on audited information by 31 August. The process
for public entity consolidation is similar. Both sets of statements are forwarded to the AGSA firstly to comply with
the legislation (PFMA) and secondly for audit.

To improve the consolidation process, AFS templates are published earlier in the year and training is provided to
departments on the AFS template, Modified Cash Standards and Accounting Manual Departments for the
preparation of AFS. Training is also provided to the public entities on the latest GRAP standards as approved by
the Minister and on completing the consolidation AFS template.

The NT is grateful for the efforts of the national departments, public entities and the OAG in the preparation of the
CFS for 2021/22.
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EXECUTIVE SUMMARY

For the year ended 31 March 2022

The economy began to bounce back from the pandemic lockdowns in 2021, but the recovery weakened in the
second half of the year. GDP growth is expected to average 1.8 per cent over the next three years. Significant
risks to the outlook include the emergence of new COVID-19 variants in the context of low vaccination levels,
rising global inflation, and continued disruptions to power supply. Longstanding structural constraints entrench
South Africa’s high levels of poverty and unemployment. Government continues to advance a multifaceted strategy
to achieve higher and sustained economic growth rates. These reforms are intended to build private-sector
confidence and investment. The combined impact of structural reforms, support for small business and new
infrastructure investment will enable higher rates of growth and job creation over the long term. Over the next three
years, government will introduce additional measures to improve the delivery of public infrastructure and attract
private capital.

Over the medium term, government will devote considerable attention to strengthening the fight against corruption
flowing from the reports of the State Capture Commission, cutting red tape for small businesses and strengthening
the green fransition. In line with government’s international and domestic commitments to climate change
adaptation and mitigation, the National Treasury plans to pilot a climate budget tagging methodology, which can
inform future spending priorities and budget reforms.

Government is on track to achieve the fiscal goals outlined in the 2021 MTBPS. The fiscal outlook has benefited
from higher tax collection compared with the 2021 Budget estimates. The fiscal strategy divides this revenue
between deficit reduction and spending priorities. As a result, debt will stabilise at 75.1 per cent in 2024/25, a year
earlier than estimated in the 2021 MTBPS. The budget deficit is now expected to reach 5.7 per cent of GDP in
2021/22, compared with 7.8 per cent estimated at the time of the MTBPS.

The character of the economic recovery from the COVID-19 pandemic has been markedly different to previous
negative shocks. Following the 2008 global financial crisis, it was several years before major tax categories
recovered to pre-crisis collections from income and consumption. Tax resiliency in this recovery has been far
stronger, potentially due to the artificial nature of the downturn through lockdowns and enforced restrictions on
activity, rather than damage inflicted by a recession.

Tax receipts for 2021/22 have exceeded initial expectations and are now projected to reach R1.55 frillion,
compared to an estimated R1.37 trillion at the time of the 2021 Budget. Although revenue gains from elevated
commodity prices are expected to dissipate, some of the improved revenue collection is expected to continue over
the MTEF period.

The introduction of a new fiscal anchor — a method to ensure that government maintains expenditure within agreed
limits — will help secure a sustainable fiscal position for the long term.

While remaining on course to stabilise debt, government proposes raising spending in the areas of greatest need.
The 2022 Budget provides for a 12-month extension of the R350 per month special COVID-19 social relief of
distress grant. This will ensure the continuation of public support for poor households as the pandemic recedes.

South Africa’s comprehensive social wage has been significantly augmented in the last two budgets. Spending on
the social wage has risen from 58.2 per cent to 59.5 per cent of consolidated non-interest spending between
2019/20 and 2021/22, and nearly half of the population currently receives at least one social grant from the state.
At the same time, a key weakness in economic performance has been persistently high joblessness, which lies at
the root of poverty and exacerbates inequality.

The pandemic has elevated the public debate on how government should provide social protection to poor and
vulnerable households. The special COVID-19 social relief of distress grant, like South Africa’s other social grants,
has helped to alleviate poverty. However, in a context of overstretched public finances and persistently high
unemployment, the continuation of such a social transfer must be matched by a combination of permanent
spending reductions and tax revenue increases.

Matching new spending with permanent revenue sources is prudent and responsible fiscal policy. Given the
economic outlook, the current improvement in revenue performance is not considered permanent. The Presidency,
the National Treasury, the Department of Social Development and interested parties are working on a sustainable
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long-term approach to social protection consistent with government’s broad development mandate and the need
to ensure affordability.

As outlined in the 2021 Budget, government is working to reduce pressure exerted on the budget by public-service
compensation costs. These efforts have successfully reduced the rate of growth in the wage bill. Between 2014/15
and 2019/20, public-service compensation grew at an average annual rate of 7.3 per cent. Between 2019/20 and
the end of the MTEF period, it will grow at 2.1 per cent per year. Although the 2021 public-service wage agreement
was higher than the budgeted amount, it consists of a cash gratuity rather than a permanent adjustment of salaries.
As a result, public-service compensation spending increased by R20.5 billion in 2021/22.
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REVIEW OF OPERATING RESULTS

For th

e year ended 31 March 2022

B Total revenue

Table 1: Total revenue

Year Ended 31 March Actual Actual Actual Actual Actual
R’ million 201718 2018/19 2019/20 2020/21 2021/22
Taxes, Levies & Duties 1168 400 1248 857 1317 827 1200 564 1546 203
Departmental revenue 36 828 24 063 26 811 36 251 16 168
Local & foreign aid assist. 1508 1719 4 448 2209 2 565
Other 5320 7 884 1957 4 491 6 271
Total Revenue 1212 055 1282 523 1351 043 1243 515 1571 208
Year on year increase in revenue 6% 6% 5% (8%) 26%

Total revenue increased by 26% in 2021/22 against a decrease of 8% in the preceding year. This is due to the
improvement in collection of tax revenue that was affected as a result of the negative impact of the Covid19
pandemic on the economy and ensuing restrictions of trade during the lockdown periods in 2020/21. The bulk of
the income, in the form of taxes, levies and duties, is collected by the South African Revenue Service (SARS).
Other sources of income include departmental revenue and local & foreign aid assistance. SARS collected a total
of R1.661 trillion in taxes but only paid R1.546 trillion to the National Revenue Fund (NRF). The difference between
the total of taxes collected and the net revenue surrendered to the NRF is made up of transfers of ring-fenced

taxes.

Graph 1: Total taxes, levies and duties
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The following is a reconciliation of SARS Revenue to the amount paid to the National Revenue Fund (NRF):

Table 2: Reconciliation of SARS Revenue to the National Revenue Fund

Year Ended 31 March Actual Actual
R’ million 2021/22 2020/21
SARS Revenue 1563 754 1249711
Less: South African Customs Union Agreement 45 966 63 395
Less: Payment to UIF 19 451 16 715
Less: Amount payable by SARS to UIF 1982 1681
Less: Payment to RAF 47 059 40 560
Less: Amount payable by SARS to RAF 155 (54)
Net Revenue as reflected by NT 1449 142 1127 415
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REVIEW OF OPERATING RESULTS

For the year ended 31 March 2022

As noted, taxes levies and duties makeup the largest portion of total revenue at 98% and has remained above
95% since 2017/18. Revenue other than taxes, levies and duties have seen a decrease of 42% in the current year
against an increase of 29% in the prior year. Departmental revenue contributed significantly to the sharp decline
of other revenue. For a detailed analysis of Departmental Revenue and Aid Assistance constituents, refer to Notes
3 and 5 of the Notes to the Consolidated Financial Statements.

Year Ended 31 March Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Taxes, Levies & Duties 1168 400 1248 857 1317 827 1200 564 1546 203
Other 43 656 33 161 33215 42 951 25 005
Total Revenue 1212 055 1282018 1351 043 1243 515 1571 208
Total Expenditure 1247 051 1516 072 1727 659 1 852 860 1925 166

Graph 2: Revenue vs. Expenditure
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lllustrated above is revenue versus expenditure for National Government. In 2021/22, total revenue has increased

by 26% and 4%, respectively.

Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Surplus/ (Deficit) for the year (224 444) (283 351) (449 563) (641339) (390 815)
Movement (13%) (26%) (59%) (43%) 39%

13
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REVIEW OF OPERATING RESULTS

For the year ended 31 March 2022

Graph 3: Deficit net of revaluation gains/losses
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As depicted in the graph above, the budget has been in deficit for the past five years, resulting from the sharp
decline in nominal GDP and associated tax revenues, higher borrowings and assistance to financially distressed
state-owned companies over the period. The global economic effects of the Covid-19 pandemic in 2020 have also
been far reaching. The COVID-19 pandemic disrupted the plans of state-owned companies and public sector
institutions, curtailing revenue growth and growing operational costs, being the key driver in the sharp decline in
2020/21 tax revenue. Government adopted a balanced and prudent fiscal framework strategy that is designed to
promote economic recovery and stabilize public finances to a sustainable position.

The COVID-19 shock is estimated to have led to a 7.2 per cent contraction in GDP growth in 2020 with GDP only
expected to recover to pre-pandemic levels in late 2023. The 2022 MTBPS provides continued support to the
economy and public health in the short term, funding a massive and free Covid-19 vaccination programme, without
adding to long-term spending pressures. Over and above the free vaccination programme, government instituted
a Social Relief Grant which was part of the Covid-19 fiscal stimulus package. However, it was expected to stop by
the end of October 2020, but it was extended twice to 30 April 2021, and due to extremely high levels of
unemployment and inflation exceeding the Reserve Bank’s target range, cost of living continued to increase and
government decided to continue with the Social Relief Grant which became a significant contribution to high
expenditure. While exercising continued restraint in spending, public money is allocated to learning and culture,
health, and social development, improving the composition of spending by shifting expenditure growth to
investment rather than consumption. These proposed measures are expected to narrow the consolidated budget
deficit from 7.5 per cent of GDP in 2020/21 to 0.8 per cent of GDP in 2023/24.

l Total expenditure

Table 3: Total Expenditure Before Adjustments

Year Ended 31 March Actual Actual Actual Actual Actual
R’ million 201718 2018/19 2019/20 2020/21 2021/22
National Revenue Fund Expenditure 1427 452 1524 987 1722764 1871324 1940 882
National Department Expenditure 792 517 844 879 932 166 1554 771 1620 287
Total Expenditure 2219 969 2 369 866 2 654930 3426 095 3 561 169
Movement in expenditure 10% 7% 12% 29% 4%

Total expenditure increased by 4% (2020/21: 29%). Although expenditure increased, the rate at which it is
increasing is declining and that is a contributing factor to the deficit of the overall financial performance beginning
to narrow. Total expenditure is made up of National Departments’ expenditure plus NRF expenditure. National
Departments’ expenditure is at an average of 55% of total expenditure for the past five years. Included in National
Departments’ expenditure are transfers to provinces and municipalities of R797 billion (2020/21: R766 billion).
These are further analysed under the section on Transfers and Subsidies.

14
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REVIEW OF OPERATING RESULTS

For the year ended 31 March 2022

Graph 4: NRF expenditure vs. National Departments expenditure
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National revenue fund expenditure

Equitable share transfers to provinces

The National Revenue Fund’'s (NRF) expenditure includes debt-service costs and equitable share transfers to
provinces. Equitable share transfers to provinces represents amounts distributed to provincial departments to
perform their assigned functions.

Table 4: Equitable share transfers to provinces

Year ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Equitable Shares — Provinces 441 331 470 287 505 554 520 717 544 835
Movement in Prov Equitable shares 7% 7% 7% 3% 5%
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Graph 6: Equitable transfers — provinces
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There was a 5% increase in equitable share transferred to provinces in the current financial year. There is a slight
increase in the equitable shares to provinces in the current year compared to the 3% of the 2020/21 increase.

Transfers to provinces amounted to R545 billion in the current financial year (2020/21: R520 billion), which is 28%
of NRF expenditure (2020/21: 28%).

Debt-service costs

Debt-service costs continue to consume an increasing share of revenue, and for 2021/22 debt service cost as a
percentage of GDP was 4.3 per cent. Interest payments on debt have crowded out spending on essential public
services such as social development, health and basic education. Over the medium term, debt service costs are
expected to average to R333.4 billion a year. Over the medium-term an average of 20 cents of every rand collected
in revenue every year will be needed to pay debt-service costs.

In 2021/22 gross borrowing requirement outcome was R388.4 billion, or 6.2 per cent of GDP, mainly driven by the
lower main budget deficit of R323.1 billion, in comparison to the revised 2021/22 main budget balance deficit of
R346.8 billion.

Table 5: Debt-service costs

Year ended 31 March Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Domestic 150 825 167 438 187 276 213 517 250 523
Foreign 11 819 14 411 17 493 19 078 17 549
Total debt-service costs 162 644 181 849 204 769 232 596 268 072
Increase in costs 11% 12% 13% 13% 15%

Borrowing in the domestic capital markets remains the major source of financing. Borrowing in the international
capital markets is used to finance government’s foreign currency commitments and to maintain benchmarks in
major currencies. In 2021/22, given unfavourable conditions, government did not issue any bonds in the global
capital markets. Instead, government raised US$5.8 billion from the International Monetary Fund, the New
Development Bank, and the African Development bank. Of this amount, US$4.6 billion was converted into local
currency to partially finance Rand-denominated financial commitments.
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Graph 7: Debt-service costs as a % of expenditure and revenue
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Table 6: Actual Expenditure vs. Adjusted Appropriation 2021/22
Actual
Expenditure
excluding
unauthorised
expenditure
Appropriation | funded by NRF Variance %
Name of Department R'000 R'000 R'000
Presidency 604 579 604 579 - 0%
Parliament 2 144 148 2144 148 - 0%
Cooperative Governance and Traditional Affairs 101 259 931 101 259 931 - 0%
Government Communication and Information 757 430 757 430 - 0%
Home Affairs 9431436 9431436 - 0%
International Relations and Cooperation 6517 872 6517 872 - 0%
School of Government 214 297 214 297 - 0%
National Treasury 63 646 707 45 546 707 18 100 000 28%
Planning Monitoring and Evaluation 459 213 459 213 - 0%
Public Enterprise 36 274 819 36 274 819 - 0%
Public Service and Administration 531 684 530 184 1500 0%
Public Service Commission 286 271 286 271 - 0%
Public Works 8 354 210 8 354 210 - 0%
Statistics S A 4 931 640 4 931 640 - 0%
Traditional Affairs 172 690 172 690 - 0%
Basic Education 27 239 260 27 239 260 - 0%
Higher Education and Training 97 889 005 97 889 005 - 0%
Health 65 908 765 64 771 081 1137 684 2%
Social Development 234972 118 232 146 315 2 825 803 1%
Women 1195 508 1170 821 24 687 2%
Civilian Secretariat for Police 151 043 151 043 - 0%
Correctional Services 25943 252 25943 252 - 0%
Defence 48 796 421 48 796 421 - 0%
Independent Police Investigative Directorate 353778 353778 - 0%
Justice and Constitutional Development 19 508 708 19 508 708 - 0%
Military Veterans 607 388 607 388 - 0%
Office of the Chief Justice 1241780 1241780 - 0%
Police 100 473 833 100 473 833 - 0%
Agriculture, Land Reform and Rural Development 18 023 260 18 023 260 - 0%
Communications and Digital Technologies 3 884 456 3 884 456 - 0%
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Actual

Expenditure

excluding

unauthorised

expenditure
Appropriation funded by NRF Variance %

Name of Department R'000 R'000 R'000

Employment and Labour 3816 493 3816 493 - 0%
Environmental, Forestry and Fisheries 9099 737 9099 737 - 0%
Human Settlements 31679 787 31679 787 - 0%
Minerals Resources and Energy 9241 464 9241 464 -1 0%
Science and Innovation 9 005 638 9 005 638 - 0%
Small Business Development 2 637 063 2627 063 10 000 0%
Sports, Arts and Culture 5747 273 5747 273 - 0%
Tourism 2 545 338 2 545 338 - 0%
Trade, Industry and Competition 11 812 005 11 806 188 5817 0%
Transport 65 425 538 65 425 538 - 0%
Water and Sanitation 17 735 057 17 735 057 - 0%
Total 1 050 520 895 1028 415 404 22 105 491 2%

The above table shows amounts appropriated to departments in the 2021/22 financial year against actual

expenditure incurred by departments excluding unauthorised expenditure funded by NRF.
National department’s expenditure

Table 7: National department’s expenditure

Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Current Expenditure 227 132 235792 239 948 245 476 263 444
Transfers and Subsidies 528 171 578 398 651928 1206 359 1266 751
Capital Expenditure 18 701 16 262 12 500 12 842 15038
Total 774 004 830 451 904 376 1464 677 1545 233
Movement in expenditure 5% 7% 9% 62% 5%

National departments’ expenditure has increased to R1,545 ftrillion from R1,465 trillion in the prior year. This
represents a 5% increase, as compared to the 62% increase in the prior year, with the highest increase in capital
expenditure which increased by 17% in the 2021/22 financial year. The bulk of National Department’s expenditure
is attributable to transfers and subsidies with National Treasury being the significant transferor. Transfers and
subsidies are further analysed in Note 11 of the Notes to The Consolidated Financial Statements.
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Graph 8: National department’s expenditure

600

500

400

300

R'billion

200

100

2017/18 2018/19 2019/20 2020/21 2021/22

B Current Expenditure B Transfers and Subsidies m Capital Expenditure

The South African national government is structured into five main segments, commonly referred to as clusters,
aimed at addressing government priorities and policies. The National expenditure per cluster is presented in the
table and graph below:

Table 8: National department cluster expenditure

Year Ended 31 March Actual Actual Movement
R' billion 2020/21 2021/22

Social Cluster 433 461 6%
Economic Cluster 146 165 13%
Justice Cluster 203 209 3%
Finance Cluster 651 668 2,5%
Central Government Cluster 121 117 (3%)
Total 1555 1620

The Finance cluster is the largest spender of all clusters with expenditure of R668 billion (2020/21: R651 billion)
accounting for 41% of national departments’ expenditure in 2021/22. The smallest spender is the Central cluster
with expenditure of R117 billion (2020/21: R121 billion), accounting for 7% of national departments’ expenditure
in 2021/22.There was a 6.5% increase in Social cluster expenses due to an increase in social grants spending
and a 12.7% increase in the Economic cluster expenditure mainly due to increase in transfers and subsidies.
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Graph 9: Expenditure per cluster 2021/22
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Graph 10: Expenditure per Social cluster 2021/22
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Within the Social Cluster, the Department of Social development was the biggest spender. This department
incurred total expenditure of R233 billion amounting to 51% of social cluster expenditure.

Of the R233 billion, 99.6% was transfers and subsidies, the major recipients of which were households. Social
assistance remains government’s most direct means of combating poverty. In this regard, social grants account
for an estimated 95.5% (R223.2 billion per year on average) of the department’s total budget over the MTEF
period.

The 2022 Budget allocates additional amounts of R6.2 billion in 2023/24 and R8.5 billion in 2024/25 to ensure that
social grants rise in line with inflation over the MTEF period. In addition, R44 billion is allocated to extend the
special COVID-19 social relief of distress grant for 12 months until March 2023.

This function has allocated R1 trillion over the MTEF period to facilitate access to social grants and welfare services
to reduce poverty and inequality, protect children, and empower women, youth and people with disabilities. Three
new allocations are made to social grants, including special COVID-19 social relief of distress grant for another 12
months and the new extended child support grant.

Main budget noninterest spending will increase from R1.67 trillion in 2022/23 to R1.73 trillion in 2024/25. This
represents a net increase of R282.3 billion in spending relative to the 2021 Budget. The largest allocation of
additional funds is to extend the special COVID19 social relief of distress grant until March 2023. A further
R14.7 billion is allocated to increase social grants in line with inflation in 2023/24 and 2024/25 and for a new
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extended child support grant for double orphans. The National Student Financial Aid Scheme will receive a further
R32.6 billion over the medium term, with the Department of Higher Education and Training expected to fund any
shortfall in funding for student bursaries that may arise.

Graph 11: Expenditure per Justice cluster 2021/22
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The second largest spending cluster is the Justice and Protection Services cluster. A substantial amount of this
cluster’'s spending goes towards the compensation of employees amounting to R148 billion (71%). The cluster
has the largest staff complement of all clusters, with the cluster's employees constituting 81% of National
departments’ employees.

The largest spender within the Justice and Protection services cluster is the Department of Police at 53% of the
total cluster expenses. Unsurprisingly, due to the labour-intensive nature of policing, a large component of its
spending is compensation of employees at 78% of total cost of that department.

The second largest spender in the Justice and Protection services cluster is the Department of Defence at 23%.
The spending focus of the Department was on the Landward Defence programme, whose focus is on providing
prepared and supported landward defence capabilities for the defence and protection of South Africa. The
compensation of employees increased by 2.9% from the previous year.

The Department of Correctional Services is the third largest spender in this cluster at 12%, with compensation of
employees being the largest cost at 65% of its total expenditure.
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Graph 12: Expenditure per Economic cluster 2021/22
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The third largest spending cluster is the Economic Cluster. The Department of Transport remains the highest
spending department in the cluster at 39% of the total cluster expenditure. The highest expenditure item for this
department being transfers and subsidies at R64 billion (2020/21: R54 billion) accounting for 98% of the
department’s budget. Of the R64 billion spent, R22 billion were allocated to its public entities, these entities
accounted for 35% of the total transfers and subsidies budget for the department.

The following are some expenditure analyses of the main components that will drive public sector infrastructure
spending over the medium term:

The Department of Transport through The Passenger Rail Agency of South Africa is expected to spend
R42.1 billion over the MTEF period to implement its commuter rail recovery plan, bringing 10 corridors back to full
service. As a result, total passenger trips provided by Metrorail are expected to increase from 69 million in 2021/22
to 358 million by 2024/25.

The Department of Human settlements projects include six Integrated Residential Development Programmes, 10
social housing projects and two high-impact privately led developments. The 18 projects gazetted under the
strategic integrated project portfolio have a total investment value of R142 billion and will provide housing for over
170 000 people. The portfolio is projected to create more than 578 000 jobs during development and over 89 000
permanent jobs.

The Department of Water and Sanitation published the Green Drop Report, assessing the state of municipal
wastewater management systems on, 31 March 2022. Based on the results of the report, the department will
prioritise medium-term projects for implementation in the water services infrastructure grant. The budget for
municipal water and sanitation is to increase from R11.6 billion in 2021/22 to R13.9 billion in 2024/25.

22



Report National Treasury |Consolidated Financial Statements |[National Departments, the National Revenue Fund, State Debt and Loan Accounts

REVIEW OF OPERATING RESULTS

For the year ended 31 March 2022
National department’s current expenditure

Table 9: Major items of current Expenditure

Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Compensation of employees 156 567 165 611 169 765 176 751 181 875
Goods and Services 69 429 69 913 69 006 67 307 79 636

Table 10: Compensation of employees

Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Total Compensations costs (R' million) 156 567 165 611 169 765 176 751 181 875
Average number of employees 408 897 402 798 390 183 397 356 392 238
Average Cost to National Government per

employee (Rands) 382 902 411 152 435 092 444 817 463 684

The above information illustrates the costs to national government departments and excludes provincial
departments. The average number of employees at national departments has decreased from 397 356 in 2020/21
to 392 238 in 2021/22, a decrease of -1.3%. Compensation, in Rand terms we have however seen an increase
from R176 billion in 2020/21 to R181 billion in 2021/22 thus resulting in a 2.9% increase (2020/21: 4.1%).

Graph 13: Compensation of employees
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Graph 14: Year on year movement — compensation of employees
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Graph 15: Compensation % increase vs. inflation
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The graphs above also indicate the percentage movement in compensation of employees against the inflation rate
over the same period. The in-inflation rate has increased above the movement in compensation of employees
since 2020/21. This is mainly due to the efforts made by government in curbing the wage bill.
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Graph 16: Average number of employees per cluster
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The majority of national departments employees are employed in the Justice and Protection Services cluster
numbering 324 428 (2020/21: 330 787) which equates to 83% of the total employees for the year under review
and the prior year. The Justice and Protection Services cluster includes, amongst others, the following
departments which each employ a large number of civil servants:

Table 11: Average number of employees

Year Ended 31 March Actual Actual Actual Actual Actual
Department 2017/18 2018/19 2019/20 2020/21 2021/22
Department of Police 191 760 190 144 189 518 183 369 178 351
Department of Defence 76 616 74 349 73 609 73 065 71143
Department of Correctional Services 39 634 39 108 40 309 39 451 39 565

Department of Police

The Department of Police employs the most number of staff in national government and as a result, their
expenditure on compensation to employees is R78 billion and accounts to 43% of total compensation costs.
Department of Correctional Services

Spending on compensation of employees increased by 1.8% in 2021/22, with a slight increase in the number of
employees from 39 451 to 39 565 in the current year.

Department of Defence

The department’s staff compliment has marginally decreased from 73 605 in the prior year to approximately 71 143
in 2021/22. Spending on compensation increased by 2.9% in the current year. This has been a trend for the past
three years.
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Performance awards

Table 12: Performance awards

Year Ended 31 March Actual Actual Actual Actual Actual
Description 2017/18 2018/19 2019/20 2020/21 2021/22
Performance Awards (R mil) 779 717 644 233 325
Total Compensation of Employees 156 567 165 611 169 765 176 751 181 875
Performance awards as a % of Compensation 0,58% 0,43% 0,38% 0,13% 0,18%
Movement in Performance Awards 0,18% (0,15%) (0,05%) (0,25%) 0,05%
Movement in Compensation costs 7,82% 5,78% 2,51% 4.11% 2,90%

During the 2021/22 financial year, the performance awards slightly increased from R233 million to R325 million.
Performance awards make up 0.18% of compensation (0.13% in 2020/21). Refer to the graphs below showing
performance awards as a percentage of compensation and the movement in performance awards versus

movement in compensation.

Graph 17: Performance awards as a % of compensation costs
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Graph 18: Movement in performance awards vs. compensation
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Training and staff development costs
Training and staff development costs are included in the goods and services costs but it is more appropriate to

discuss these costs under compensation of employees as they have a direct relation to employee benefits/costs.

Table 13: Training and staff development
Year Ended 31 March

R million 2017/18 2018/19 2019/20 2020/21 2021/22
Training & Staff Development 1425 1770 1406 798 695
Total Compensation of Employees 156 567 165611 169 765 176 751 181 875
Training as a % of Compensation 0,91% 1,07% 0,83% 0,45% 0,38%

As can be noted in the graphs 19 and 20 below, training and staff development costs had an increasing trend until
2018/19. In the current year, training and development cost decreased by 13% in the current year from
R798 million in the year 2020/21 to R695 million in the year 2021/22. As a component of compensation, the ratio
decreased from 0.45% to 0.38%. The Department of Defence currently accounts for the highest spending on
training costs at R187 million followed by the Department of Environment, Forestry and Fisheries at R116 million.
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Graph 19: Training and staff development
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Graph 20: Training as a % of compensation of employees costs
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Table 14: Goods and services

Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Goods and Services 65 439 69 913 69 006 67 307 79 636
Movement in expenditure 8% 7% (1%) (3%) 18%
Graph 21: Goods and services
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The major items making up goods and services are disclosed in the table below:
Table 15: Major items of goods and services
Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Consultants, contractors and
special services 16 433 15 436 16 413 12 948 15 761
Inventory 9 321 9952 9315 12 839 17 791
Operating leases 10 145 11 299 10 233 11937 10728
Travel and subsistence 5562 6 046 5698 2 986 5197
Computer Services 6 932 5497 7 029 7 248 7 800
Property payments 5824 6016 6 459 6 860 8 351
Communication 1434 1346 1193 1 306 1448
Other 13778 14 320 12 668 11182 12 559
Total 69 429 69 913 69 006 67 307 79 636

The major contributor to Goods and Services was expenditure on Inventory as well as expenditure on Consultants,
contractors and special services. Inventory increased from R9 billion in 2020/21 to R15 billion in 2021/22.This is

mainly from Department of Health for medicine.

Table 16: Consultants, contractors and special services

Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Consultants, contractors and

special services 16 433 15436 16 413 12 948 15761
Movement in expenditure (16%) (12%) 6% (21%) 22%
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Graph 22: Consultants, contractors and special services

18 000
16 433 16 413
15751
16 000 15436
14000 12 948
12 000
g
& 10000
€ 8000
o
6 000
4000
2000
2017/18 2018/19 2019/20 2020/21 2021/22

In the past five years payments for consultants, contractors and special services (CCSS) was the leading
expenditure within goods and services. The COVID-19 have contributed to the rapid increase in inventory that
cause a significant jump in inventory. It must be noted that CCSS have not decreased significantly however

inventory significantly increased.

Table 17: Inventory and consumables

Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Inventory 9321 9952 9315 12 839 17 791
Movement in expenditure 14% 8% (6%) 38% 39%

Graph 23: Inventory and consumables
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Inventory and consumables purchases increased by 39% in the 2021/22 year. The major purchases of inventory
were incurred by the Department of Health amounting to R7.7 billion which was mainly for medicine (including
medical supplies) and Department of Defence at R659 million.

30



Report National Treasury |Consolidated Financial Statements |[National Departments, the National Revenue Fund, State Debt and Loan Accounts

REVIEW OF OPERATING RESULTS

For the year ended 31 March 2022

Table 18: Operating leases

Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Operating leases 10 145 11 299 10 233 11 937 10728
Movement in expenditure 2% 11% (9%) 17% (10%)

Graph 24: Operating leases
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Expenditure on operating leases decreased by 10% in the 2021/22 year as compared to a 17% decrease in
2020/21. The three highest spending departments in this regard are Police at R3.3 billion, Defence R1.4 billion,
DIRCO at R941 million and Correctional Services at R770 million. The decrease is attributable to a -38% decrease

in Defence expenditure and a -28% decrease in Correctional Services.

Table 19: Travel and subsistence

Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Travel and subsistence 5562 6 046 5698 2 986 5197
Movement in expenditure 4% 9% (6%) (48%) 74%

Graph 25: Travel and subsistence
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Travel and subsistence show a 74% increase, as compared to a 48% decrease in the previous year. The Justice
cluster accounts for 63% of the total expenditure with R3.2 billion while the Economic cluster spending accounts
for 15% at R801 million. The major spenders within the Justice cluster were again Police and Defence who spent
R1.5 billion (2020/21: R774 million) and R1.1 billion (2020/21: R745 million) respectively followed by the
Department of Agriculture, Land Reform and Rural Development with R316 million.

Table 20: Computer services

Year Ended 31 March Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Computer Services 6 932 5497 7 029 7 248 7 800
Movement in expenditure (9%) (21%) 28% 3% 8%
Table 21: Property payments
Year Ended 31 March Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Property payments 5824 6016 6 459 6 860 8 351
Movement in expenditure (8%) 3% 7% 6% 22%
Graph 26: Property payments
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This expenditure amounts to 10% of the total goods and services expenditure and has increased by 22% in the
current year compared to an increase of 6% in the 2020/21 financial year. The largest contributors to the
expenditure is Correctional Service with 21%, Police 18%, Defence 18% and Justice 16%. The other major
spenders in this area are International Relations and Cooperation with R415 million (2020/21: R406 million) and

Agriculture, Land Reform and Rural Development spent R614 million.

The following items are not considered major expenditure items but are included due to their nature.

Table 22: Catering and entertainment

Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 201819 2019/20 2020/21 2021/22
Catering and entertainment 270 294 275 79 121
Movement in expenditure (2%) 9% (6%) (71%) 53%
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Graph 27: Catering and entertainment as a % of total expenditure
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In the current year Catering and entertainment expenditure increased by 53% compared to a decrease of 71% in
the 2020/21 financial year. Traditional Affairs, Government Communications and Information System, Public
Service and Administration and Civilian Secretariat saw a significant increase of 492%, 444%, 328% and 264%
respectively. The other departments increased at a significant average rate of 53%.

Table 23: Bursaries

Year Ended 31 March Actual Actual Actual Actual Actual
R million 2017/18 2018/19 2019/20 2020/21 2021/22
Bursaries 68 80 59 74 92
Total Compensation of employees 147 802 165611 169 765 176 751 181 875
As a % of Compensation of

employees 5% 5% 3% 4% 5%

There were no major changes in the bursary expenditure. The total compensation expenditure increased by 3%
in the current year. The bursary expenditure as a percentage of compensation is still low at 5% of total
compensation of employees, a slight increase to what was reported in the previous year.

Table 24: Transfers and subsidies

Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Provinces and Municipalities 196 812 207 975 213 535 766 330 796 966
Departmental agencies and accounts 98 554 114 177 162 380 127 311 141 396
Higher education institutions 31 597 36 911 42 363 43 329 43 292
Public corporations and private enterprises 32438 32910 22 976 26775 37 422
Households 162 311 174 402 199 727 232 302 236 354
Other 6 277 9718 10616 10 312 11 321
Total 527 990 576 092 651 597 1206 359 1266 751
Increase from prior year 6% 9% 13% 85,1% 5,0%
As a % of Total revenue 44% 45% 48% 97,0% 80,6%
As a % of Total expenditure 38% 38% 38% 65,1% 65,8%

Transfers and subsidies increased by 5% in the current year. A significant portion of subsidies relate to Provinces
and Municipalities and Households representing 63% of the total. The Finance Service cluster takes the largest
portion of transfers and subsidies amounting to 46% of the total transfers and subsidies.

33



Report National Treasury |Consolidated Financial Statements |National Departments, the National Revenue Fund, State Debt and Loan Accounts

REVIEW OF OPERATING RESULTS

For the year ended 31 March 2022

Graph 28: Breakdown of transfers and subsidies 2021/22
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Table 25: Expenditure for capital assets

Capital Expenditure Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Total capital expenditure 18 701 16 262 12 500 12 842 15038
Movement in expenditure 17% (13%) (23%) 3% 17%

Capital expenditure has increased by 17% during the current year from R12.8 billion in 2020/21 to R15 billion in
2021/22. The majority of the capital expenditure was spent on buildings and other fixed structures which accounted
for R8.8 billion of the total expenditure. Capital expenditure on machinery and equipment amounts to R4.6 billion.

Expenditure by cluster shows that the Justice and Protection Service cluster is the biggest spender at R6.4 billion,
Economic cluster accounts R4.9 billion of total capital expenditure, followed by the Social Service cluster at
R3 billion.
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Graph 29: Total capital expenditure
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Graph 30: Capital expenditure by cluster 2021/22
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Assets

Table 28: Cash and cash equivalents

Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Cash and equivalents 209 186 229 377 251408 322 477 247 048
Movement in cash and cash equivalents 1% 10% 10% 28% (23%)

Cash and cash equivalents stand at R247 billion (gross R283 billion less R36 billion bank overdraft). This is made
up by 33% of foreign currency deposits, 16% sterilisation deposits and 51% deposits held with commercial banks.

Graph 30: Cash and cash equivalents by cluster 2021/22
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Table 29: National Revenue Fund Holding

Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Commercial Banks
Tax and Loan account 44 634 47 354 44 436 175 136 133 318
South African Reserve Bank
Sterilisation deposits 67 157 67 157 67 157 41 157 41 157
Foreign currency deposits 94 404 102 083 148 196 93 282 85130
Other -481 -2 534 491 540 227
US $ equivalent of foreign cash
balances $8,6 bn $8.,5 bn $8,3 bn $6,3 bn $5.8bn
Total 205715 214 060 260 280 310 115 259 832
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Graph 31: National Revenue Fund Holding
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The National Treasury is responsible for maintaining adequate cash in the National Revenue Fund to meet its
commitments and investing any surplus cash. Government’s total cash includes deposits held by the Reserve
Bank and commercial banks. Cash deposits with the Reserve Bank comprise the following:

e Deposits used to “sterilise” the excess cash created in the money market when buying foreign exchange
reserves.

e Foreign exchange deposits made from money borrowed in international markets, or from purchases in the local
market.

Sterilisation deposits are available for bridging finance purposes. Cash with commercial banks is invested in line
with predetermined credit-risk benchmarks. Foreign currency deposits decreased from R93.3 billion in 2020/21 to
R85.1 billion in 2021/22. This is due to government converting US$4.6 billion of the foreign currency deposit into
Rand to finance Rand-denominated commitments. In future government will revert to its original strategy of utilising
foreign currency deposits to finance foreign-currency denominated commitments.

Table 30: Receivables (Current and Non-Current)

Year Ended 31 March Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Receivables 22 626 9574 9245 10 403 27 210
Movement in receivables 8% (58%) (3%) 13% 161%

Receivables increased by 161.2% in 2021/22 from R10.4 billion to R27.2 billion. The increase is mainly attributable
to significant increase of investment funds made to SASRIA by National Treasury. The increase in receivables
from the 2020/21 financial year to 2021/22 financial year is due to the R18,1 billion equity injection that was paid
over to SASRIA for it to be able to be claims because of the July unrest. The payment will be cleared once an
allocation is appropriated in the next year 2nd appropriation bill.

Table 31: Investments

Year Ended 31 March Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Investments 336 980 406 350 551723 607 906 820 760
Movement in investments 6% 21% 36% 10% 35%

Investments include South Africa’s subscription to shares in multilateral institutions such as International Monetary
Fund, the African Development Bank, World Bank and the New Development Bank. Total investments increased
from R608 billion in 2020/21 to R821 billion in 2021/22 or 35%. The increase is mainly due to new investments
made by Treasury and Public Enterprises on state owned entities.
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Graph 32: Investments
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The major investments reported on in the audited financial statements of parent departments are listed in the
following table which indicates actual Rand amounts of the cost of investments held by government for the past
two years. Most investments have remained similar in the current year with little or no movement. The estimated

impairment of investments is R81 billion (2020/21: R48 billion).

Table 32: Major Investments

Year Ended 31 March Actual Actual
R' 000 2021/22 2020/21
Onderstepoort Biological Products Ltd 1 1
Telkom SA Limited 2070 381 2070 381
South African Post Office Limited 8164 116 8164 116
Sentech 2 2
Vodacom 3743 3743
Broadband Infraco 1351130 -
SABC 3200 000 -
National Housing Finance Corporation 2 363 635 2 363 635
SERVCON 604 604
Nuclear Energy Corporation of South Africa 2205 2205
IDC A SHARE 1 000 000 AT COST (100 % SHAREHOLDING) 1000 1000
IDC B SHARE 1 391 969 357 AT COST (100 % SHAREHOLDING) 1391 969 1391 969
Passenger Rail Agency of South Africa Ltd. 4 248 259 4 248 259
Airports Company Ltd. 2884 242 2884 242
Air Traffic and Navigational Services Company Ltd. 190 646 190 646
S.A. National Roads Agency (SOC) Ltd. 1091 044 1091 044
Development Bank of Southern Africa 200 000 200 000
Public Investment Corporation Limited 1 1
Sasria 22 000 000 -
Land Bank 2585810 7 397 655
Alexkor SOC Ltd 400 000 400 000
Denel SOC Ltd 11 621 262 8 552 376
Eskom SOC Ltd 219 692 945 188 000 000
Safcol SOC Ltd 318013 318013
Transnet SOC Ltd 12 660 986 12 660 986
South African Express SOC Ltd 2277 395 2277 395
South African Express SOC Ltd 58 561 573 54 483 709
South African Airways SOC Ltd 75 000 75 000
Armscor 104 156 107 164
Total Investments Shares and Other Equity 357 460 118 296 884 146
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Table 33: Loans (Current and Non-Current)

Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Loans 1580 1582 1582 1385 31
Movement in Loans (41%) 0,1% 0% (12%) (98%)

Loans decreased by 98% in 2021/22 compared to the 12% decrease in the previous financial year. The significant
decrease is from new issues by public corporations.

Liabilities

Table 34: Payables (Current and Non-Current)

Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Payables 13324 6 058 5567 9563 26 389
Movement in Payables 81% (41%) (3%) 62% 176%

Payables have increased from R9.6 billion in 2020/21 to R26.4 billion in 2021/22. There has been a significant
lincrease in the voted funds to be transferred in the NRF which increased by more than 100%. There has also
been a significant increase of 47% in special pensions accounted for by National Treasury.

Table 35: Multilateral institutions

Year Ended 31 March Actual Actual Actual Actual Actual
R' million 2017/18 2018/19 2019/20 2020/21 2021/22
Multilateral Institutions 177 874 227 209 307 747 334 944 474 746
Movement in Multilateral Institutions 0,6% 27,7% 35,4% 8,8% a41,7%

South Africa is a member of the African Development Bank, International Monetary Fund, New Development Bank
and World Bank Group. Membership incurs certain financial obligations, some of which are categorised as
contingent liabilities. These obligations are capital and quota contributions to maintain the country’s shareholding
in the institutions and strengthen the global safety net that they support. Liabilities to multilateral institutions consist
of the African Development bank R123 billion (2020/21: R55 billion), International Monetary Fund - Securities
Account R110 billion (2020/21: R114.3 billion), International Monetary Fund - SDR Allocations R95 billion
(2020/21: R37.4 billion), International Bank for Reconstruction and Development R30.3 billion both years,
Multilateral Investments Guarantee Agency (R0.21 billion), and New Development Bank R117 billion (2020/21:
R97.7 billion).

Current and non-current borrowings

Government incurs debt when financing the shortfall between its expenditure and revenue. This shortfall is
financed through raising loans in the domestic and international capital markets. The stock of debt is also
influenced by inflation and currency movements.

Table 36: Borrowings

Year Ended 31 March Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Current borrowings 328 462 406 957 428 447 518 810 539 331
Non-current borrowings 2 161 227 2 381 332 2 832 896 3416 890 3738132
Total 2 489 688 2788 289 3261 342 3935701 4 277 463
Movement in Borrowings 12% 12% 17% 21% 9%

Table 36 splits the debt portfolio between current and non-current borrowings. Current borrowings represent debt
with a remaining term not exceeding one year, of which Treasury bills account for the largest portion. Non-current
borrowings consist of fixed rate and inflation-linked bonds and foreign loan with an outstanding term exceeding
one year.
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Table 37 below shows government debt split between domestic and foreign debt. In addition, government’s debt
is also disclosed on a gross and net basis. Net loan debt consists of total domestic and foreign debt less the cash
balances of the NRF. Gross government debt as per cent of GDP, has increased from 59 per cent in 2020/21 to
70 per cent in 2021/22.

Table 37: National government debt

R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Domestic debt 2271877 2 496 976 2874 118 3543 266 3865 359
Foreign debt 217 811 291 314 387 225 392 434 412 104
Gross loan debt 2 489 688 2 788 289 3261 342 3935701 4 277 463
Less: National Revenue Fund bank
balances (205 715) (214 060) (260 280) (310 115) (259 832)
Net loan debt 2 283973 2 574 229 3001 062 3 625 586 4017 631
As percentage of GDP:
Gross loan debt 43 51 66 59 70
Net loan debt 39 47 61 54 66
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B Report on the audit of the

consolidated financial
statements

Qualified opinion

1.

| have audited the consolidated financial statements
of the National Treasury set out on pages 48 to
110, which comprise the consolidated statement of
financial position as at 31 March 2022, the
consolidated statement of financial performance,
statement of changes in net assets and cash flow
statement for the year then ended, as well as notes
to the consolidated financial statements, including a
summary of significant accounting policies.

In my opinion, except for the effects of the matters
described in the basis for qualified opinion section of
this auditor's report, the consolidated financial
statements present fairly, in all material respects,
the consolidated financial position of the National
Treasury as at 31 March 2022, and its consolidated
financial performance and cash flows for the year
then ended in accordance with the Modified Cash
Standard (MCS) as prescribed by the National
Treasury and the requirements of the Public
Finance Management Act 1 of 1999 (PFMA) and the
Division of Revenue Act 9 of 2021 (DoRA).

Basis for qualified opinion

Goods and services

Department of Cooperative Governance

3.

| was unable to obtain sufficient appropriate audit
evidence for payments made to Consultants:
Business and advisory services. The department
could not provide accurate and complete
substantiating records for payments made for
project management fees to Community Work
Programme  (CWP) implementing  agents.
Consequently, | was unable to determine whether
any adjustments were necessary to Consultants:
Business and advisory services stated at
R4 362 953 000 (2021: R4 114 117 000) in note 8
to the consolidated financial statements. | was
unable to confirm the amount by alternative means.

Department of Defence

4. The department accounts for non-sensitive and
sensitive projects expenditure in connection with
special defence activities as per section 2(2)(a) of
the Defence Special Account Act 6 of 1974, as
amended. | was unable to obtain sufficient
appropriate audit evidence on sensitive projects
expenditure and related investments due to the
sensitivity of the environment and the
circumstances under which the related transactions
were incurred and recorded. Consequently, | was
unable to determine whether any adjustments were
necessary to sensitive projects expenditure
included in the expenditure of R79 635 580 000
(2021: R67 307 101 000), as per note 8 to the
consolidated financial statements, and investments
for special defence activities included in the
investment amount of R820 759 831 000 (2021:
R607 905506 000), as per note 18 to the
consolidated financial statements.

Irregular expenditure

Department of Forestry, Fisheries and the
Environment

5. The department did not account for irregular
expenditure in the notes to the financial statements,
as required by section 40(3)(i) of the PFMA. The
department did not implement adequate internal
control systems to identify and record all instances
of irregular expenditure incurred in both the current
and prior years. This resulted in the irregular
expenditure disclosure being understated. The full
extent of the misstatement identified could not be
quantified and | was unable to confirm the amount
of irregular expenditure, stated at R57 796 258 000
(2021: R50033 780 000) in note 34 to the
consolidated financial statements, by alternative
means.

Department of Defence

6. The department did not fully record irregular
expenditure in the notes to the financial statements,
as required by section 40(3)(b)(i) of the PFMA. This
was due to inadequate systems to detect, record
and appropriately disclose this expenditure in the
consolidated financial statements. Consequently, |
was unable to determine the full extent of the
understatement of irregular expenditure, stated at
R57 796 258 000 (2021: R50 033 780 000) in note
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34 to the consolidated financial statements, as it
was impracticable to do so.

Movable Tangible Capital Assets

Department of Cooperative Governance

7.

| was unable to obtain sufficient appropriate audit
evidence that management had properly accounted
for movable tangible capital and minor assets for the
Community Work Programme (CWP), due to the
status of the accounting records. | could not trace
the assets from the asset register to the floor and |
could not trace assets selected from the floor to the
asset register due to the absence of unique
identification information. | was unable to confirm
these assets by alternative means. Consequently, |
was unable to determine whether any adjustments
were necessary to movable tangible capital assets
stated at R108 584 175 000 (2021: R105 564 739
000) and minor assets stated at R5 806 646 000
(2021: R5 576 542 000) in notes 41 and 42 to the
consolidated financial statements

Department of Defence

8.

| was unable to obtain sufficient appropriate audit
evidence for movable tangible capital assets as the
department could not indicate where these assets
are located or provide other information relating to
the existence of these assets. | was unable to
confirm or verify these assets by alternative means.
Consequently, | was unable to determine whether
any adjustments were necessary to movable
tangible capital assets stated at R108 584 175 000
(2021: R105564 739 000) in note 41 to the
consolidated financial statements.

| was unable to obtain sufficient appropriate audit
evidence to confirm movable tangible capital asset
additions amounting to R800 million, as the
supporting information was not provided.
Consequently, | was unable to determine whether
any adjustments were necessary to the movable
tangible capital assets stated at R108 584 175 000
in note 41 to the financial statements.

10.The department did not recognise all items of
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movable tangible capital assets in accordance with
MCS chapter 11, Capital assets. | identified items of
movable tangible capital assets belonging to the
department that were not included in the underlying
accounting records. | was unable to determine the
impact on the closing balance of movable tangible
capital assets as it was impracticable to do so.

Consequently, movable tangible capital assets were
understated by an unknown amount in the
consolidated financial statements.

11.The department did not recognise all movable
tangible capital assets at cost in accordance with
MCS chapter 11, Capital assets. | identified a
significant number of assets acquired after 1 April
2002 which were recorded at R1. This is in
contravention of the MCS which allows R1 values to
be assigned only to those assets acquired prior to 1
April 2002 and where documentation to establish
the cost is not available. Consequently, | was
unable to determine the full extent of the
understatement of movable tangible capital assets
stated at R108 584 175 000 in note 41 to the
consolidated financial statements as it was
impracticable to do so.

Context for the opinion

12.1 conducted my audit in accordance with the
International Standards on Auditing (ISAs). My
responsibilities under those standards are further
described in the auditor-general’s responsibilities
for the audit of the consolidated financial statements
section of my report.

13.1 am independent of the department in accordance
with the International Ethics Standards Board for
Accountants’ International code of ethics for
professional accountants (including International
Independence Standards) (IESBA code) as well as
other ethical requirements that are relevant to my
audit in South Africa. | have fulfilled my other ethical
responsibilities in accordance with these
requirements and the IESBA code.

14.1 believe that the audit evidence | have obtained is
sufficient and appropriate to provide a basis for my
qualified opinion.

Emphasis of matter

15.1 draw attention to the matter below. My opinion is
not modified in respect of this matter.

Ministerial exemption in terms of
section 92 of the PFMA from
preparing a single set of
consolidated financial statements

16.As disclosed in note 48 to the consolidated financial
statements, the minister of Finance granted the
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National Treasury exemption in terms of section 92
of the PFMA from the provisions of section 8(1) of
the act. The exemption applies to the financial
periods 2020-21 to 2024-25 and allows the National
Treasury not to prepare a single set of consolidated
financial statements for national departments and
national public entities given the different financial
reporting frameworks in use at public entities and
departments.

Other matter

17.1 draw attention to the matter below. My opinion is
not modified in respect of this matter.

Unaudited supplementary
schedules

18.The supplementary information set out on pages
111 to 118 does not form part of the consolidated
financial statements and is presented as additional
information. | have not audited these schedules
and, accordingly, | do not express an opinion on
them.

Responsibilities of the accounting officer
for the consolidated financial statements

19.The accounting officer is responsible for the
preparation and fair presentation of the
consolidated financial statements in accordance
with the MCS and the requirements of the PFMA
and DoRA, and for such internal control as the
accounting officer determines is necessary to
enable the preparation of consolidated financial
statements that are free from material
misstatement, whether due to fraud or error.

20.In preparing the consolidated financial statements,
the accounting officer is responsible for assessing
the department’s ability to continue as a going
concern, disclosing, as applicable, matters relating
to going concern and using the going concern basis
of accounting unless the appropriate governance
structure either intends to liquidate the department
or to cease operations, or has no realistic alternative
but to do so.

Auditor-general’s responsibilities for the
audit of the consolidated financial
statements

21.My objectives are to obtain reasonable assurance
about whether the consolidated financial statements

as a whole are free from material misstatement,
whether due to fraud or error, and to issue an
auditor's report that includes my opinion.
Reasonable assurance is a high level of assurance
but is not a guarantee that an audit conducted in
accordance with the ISAs will always detect a
material misstatement when it exists.
Misstatements can arise from fraud or error and are
considered material if, individually or in aggregate,
they could reasonably be expected to influence the
economic decisions of users taken on the basis of
these consolidated financial statements.

22.A further description of my responsibilities for the
audit of the consolidated financial statements is
included in the annexure to this auditor’s report.

Performance information
reporting

23.The department is not required to prepare a report
on its performance against predetermined
objectives, as required by section 8 of the PFMA.

Report on the audit of compliance
with legislation

24.The audit of compliance with legislation is not
required, as the department does not fall within the
audit of compliance with legislation scope included
in the Audit Directive issued under section 13(3)(b)
of the Public Audit Act 25 of 2004 on 13 December
2021 per General Notice 45637.

Other information

25.The accounting officer is responsible for the other
information. The other information comprises the
information included in the annual report The other
information does not include the consolidated
financial statements and the auditor’s report.

26. My opinion on the consolidated financial statements
does not cover the other information and | do not
express an audit opinion or any form of assurance
conclusion on it.

27.1n connection with my audit, my responsibility is to
read the other information and, in doing so, consider
whether the other information is materially
inconsistent with the consolidated financial
statements or my knowledge obtained in the audit,
or otherwise appears to be materially misstated.
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28.1 did not receive the other information prior to the
date of this auditor’s report. When | do receive and
read this information, if | conclude that there is a
material misstatement therein, | am required to
communicate the matter to those charged with
governance and request that the other information
be corrected. If the other information is not
corrected, | may have to retract this auditor’s report
and re-issue an amended report as appropriate.
However, if it is corrected this will not be necessary.

Internal control deficiencies

29.1 considered internal control relevant to my audit of
the consolidated financial statements, however, my
objective was not to express any form of assurance
on it. The matters reported below are limited to the
significant internal control deficiencies that resulted
in the basis for the qualified opinion included in this
report

30.Management did not exercise adequate oversight
and monitoring to prevent repeat findings on the
consolidated financial statements and ensure that
these were prepared in accordance with the
prescribed financial reporting framework. This was
mainly due to management’s failure to implement
action plans developed to address deficiencies that
were identified in prior years. In the current year, |
also noted that the developed action plans were not
implemented and that the associated monitoring
controls were not adequate to assist in addressing
the recurring audit opinion modifications in some of
the consolidated departments.

Auditor General

Pretoria

31 January 2023

<
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Auditing to build public confidence
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such disclosures are inadequate, to modify my

B Annexure - Auditor-

general’s responsibility for
the audit

. As part of an audit in accordance with the ISAs, |
exercise professional judgement and maintain
professional scepticism throughout my audit of the
consolidated financial statements.

Consolidated financial statements

. In addition to my responsibility for the audit of the
consolidated financial statements as described in
this auditor’s report, | also:

e identify and assess the risks of material
misstatement of the consolidated financial
statements, whether due to fraud or error;
design and perform audit procedures responsive

opinion on the consolidated financial
statements. My conclusions are based on the
information available to me at the date of this
auditor’'s report. However, future events or
conditions may cause a department to cease
operating as a going concern

e evaluate the overall presentation, structure and
content of the consolidated financial statements,
including the disclosures, and determine
whether the consolidated financial statements
represent the underlying transactions and
events in a manner that achieves fair
presentation.

Communication with those
charged with governance

) . L . 3. | communicate with the accounting officer
to those risks; and obtain audit evidence that is . 9
.. . . . regarding, among other matters, the planned scope
sufficient and appropriate to provide a basis for - . . .
. . ) . and timing of the audit and significant audit findings,
my opinion. The risk of not detecting a material . . N L
: . o including any significant deficiencies in internal
misstatement resulting from fraud is higher than . . . .
. . control that | identify during my audit.
for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, 4. | also provide the accounting officer with a

misrepresentations or the override of internal
control

e obtain an understanding of internal control
relevant to the audit in order to design audit
procedures that are appropriate in the
circumstances, but not for the purpose of
expressing an opinion on the effectiveness of
the department’s internal control

e evaluate the appropriateness of accounting
policies used and the reasonableness of
accounting estimates and related disclosures
made by the accounting officer.

e conclude on the appropriateness of the
accounting officer’s use of the going concern
basis of accounting in the preparation of the
consolidated financial statements. | also
conclude, based on the audit evidence obtained,
whether a material uncertainty exists relating to
events or conditions that may cast significant
doubt on the ability of the National Treasury to
continue as a going concern. If | conclude that a
material uncertainty exists, | am required to draw
attention in my auditor’s report to the related
disclosures in the consolidated financial
statements about the material uncertainty or, if

statement that | have complied with relevant ethical
requirements regarding independence, and
communicate with them all relationships and other
matters that may reasonably be thought to bear on
my independence and, where applicable, actions
taken to eliminate threats or safeguards applied.
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CONSOLIDATED STATEMENT OF FINANCIAL

For the year ended 31 March 2022
2021/22 2020/21

Notes R'000 R'000
OPERATING INCOME
Revenue from Taxes, Levies & Duties 2 1 546 202 899 1200 563 747
Departmental revenue 3 16 167 996 36 251 290
Other Revenue 4 6 271 450 4491 038
Aid assistance 2 565 281 2209 001
TOTAL REVENUE 1571 207 626 1243 515 077
REVENUE FUND EXPENDITURE 307 967 619 298 370 747
Appropriated Funds 6 307 937 204 298 220 048
CARA payments 30 415 150 699
DEPARTMENTAL EXPENDITURE
Current Expenditure 263 444 062 245 476 167
Compensation of employees 7 181 874 561 176 750 551
Goods and services 8 79 635 580 67 307 101
Interest and rent on land 9 347 868 210 697
Aid assistance 1586 053 1207 818
Transfers and subsidies 1266 988 949 1207 011 285
Transfers and subsidies 11 1266 751 193 1206 359 078
Aid assistance 237 756 652 207
Expenditure for capital assets 15038 180 12 842 008
Tangible assets 10.1 14 641 382 12 432 569
Intangible assets 10.2 396 798 409 439
Payments for financial assets 13 71727 267 | 88 985 706 |

TOTAL EXPENDITURE

SURPLUS/(DEFICIT)

Foreign exchange revaluation

SURPLUS/(DEFICIT) FOR THE YEAR

Reconciliation of Net Surplus/(Deficit) for the

year

Voted Funds

Departmental revenue and NRF Receipts
Aid assistance

SURPLUS/(DEFICIT) FOR THE YEAR
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1925 166 077

1852 685 913

(353 958 451)

(609 170 836)

(36 856 923)

(32 168 141)

(390 815 374)

(641 338 977)

(391 397 664)
(80 078)
662 368

(637 331 780)
(4 253 842)
246 645

(390 815 374)

(641 338 977)
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CONSOLIDATED STATEMENT OF FINANCIAL
POSITION

For the year ended 31 March 2022

2021/2022 2020/2021
Notes R '000 R '000
ASSETS
Current Assets 308 667 067 351 241 334
Cash and cash equivalents 14 283 452 473 342 282 479
Other financial assets 12 15194 21 486
Prepayments and advances 15 1044 473 1808 399
Receivables 16 24 070 266 6 938 486
Loans 17 2099 4039
Aid assistance receivable 6 82 562 186 445
Non-Current Assets 823 974 351 612 821 102
Investments 18 820 759 831 607 905 506
Receivables 16 3140 189 3464 578
Loans 17 28 753 1381 356
Other financial assets 12 45 578 69 662
TOTAL ASSETS 1132 641 418 964 062 435
LIABILITIES
Current Liabilities 601 294 712 547 121 360
Bank overdraft 19 36 404 232 19 805 010
Payables 20.1 24 678 995 7908 479
Borrowings 21 539 331 134 518 810 498
Aid assistance repayable 6 626 774 344 446
Aid assistance unutilised 6 253 577 252 927
Non-Current Liabilities 4 214 588 841 3753 489 312
Payables 20.2 1710 271 1654 913
Borrowings 22 3738132 121 3416 890 254
Multi-lateral institutions 23 474 746 449 334 944 145

TOTAL LIABILITIES

4 815 883 553

4300 610 672

NET ASSETS (3 683 242 135) (3 336 548 236)
Represented by:

Capitalisation reserve 362 194 203 298 160 599
Recoverable revenue 1103 252 1462 573
Retained funds (4 046 539 590) (3636 171 408)

TOTAL

(3 683 242 135)

(3 336 548 236)
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CONSOLIDATED STATEMENT OF CHANGES

IN NET ASSETS

For the year ended 31 March 2022

2021/2022 2020/2021
Notes R’000 R’000
NET ASSETS
Capitalisation Reserves
Opening balance 298 160 599 215 144 633
Transfers: 64 033 605 83 015 966
Movement in Equity 64 039 696 83 019 096
Other movements (6 091) (3130)
Closing balance 362 194 204 298 160 599
Recoverable revenue
Opening balance 1519 194 2 066 345
Transfers (414 280) (547 151)
Irrecoverable amounts written off (48 773) (44 173)
Debts revised (47 125) (248 150)
Debts recovered (included in departmental receipts) (748 827) (240 805)
Debts raised 430 446 (14 023)
Closing balance 1104 914 1519194

Retained funds

Opening balance

Transferred from voted funds to be surrendered
(Parliament/Legislatures ONLY)

Utilised during the year

Other

Closing balance

Revaluation Reserves
Opening balance
Other

Closing balance

TOTAL
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(3636 171 408)

45 445
(1 347 249)
(409 066 378)

(2 977 143 406)

206 677
2909 062
(662 143 741)

(4 046 539 590)

(3 636 171 408)

(56 621) 73 447
54 958 (130 068)
(1663) (56 621)

(3 683 242 135)

(3 336 548 236)




National Treasury |Consolidated Financial Statements |National Departments, the National Revenue Fund, State Debt and Loan Accounts

CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 March 2022

Notes

2021/22
R'000

2020/21
R'000

CASH FLOWS FROM OPERATING ACTIVITIES
RECEIPTS DISCLOSED BY THE NATIONAL REVENUE FUND

Revenue collected by SARS

Departmental Revenue collected

CARA Receipts

Surrenders from departments

Other revenue received by the revenue fund

RECEIPTS DISCLOSED BY NATIONAL DEPARTMENTS
Annual appropriated funds received
Statutory appropriated funds received
Departmental revenue received
Interest received
Aid assistance received

PAYMENTS DISCLOSED BY THE NATIONAL REVENUE FUND
Statutory Appropriation
CARA Payments
Other

Net (increase)/ decrease in working capital

Surrendered to Revenue Fund

Surrendered to RDP Fund/Donor

Current payments

Interest paid

Payments for financial assets

Transfers and subsidies paid

Net cash flow available from operating

activities 24

CASH FLOWS FROM INVESTING ACTIVITIES
Distribution/dividend received

Payments for capital assets

Proceeds from sale of capital assets

(Increase)/ decrease in loans

(Increase)/ decrease in investments

(Increase)/ decrease in other financial assets
(Increase)/ decrease in non-current receivables
Net cash flows from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Increase/ (decrease) in net assets

Increase/ (decrease) in non-current payables
Increase/ (decrease) in borrowings

Net cash flows from financing activities

Net increase/ (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Unrealised gains and losses within cash and cash
equivalents

Cash and cash equivalents at end of period 25

1590 764 831

1253 756 239

1546 653 474

1200 333 015

16 474 715 37 164 805
71577 85835
21293 616 11 681 545

6 271 450 4491 038
15931 252 12 295 461
3566 074 250 414
(11 601) (72 186)

4 342 682 3300 365

5 540 393 6 693 702
2493 704 2123 166
327 529 204 315 620 706
326 583 293 315 469 497
30 415 150 699

915 497 511

(661 662) 2370999
(31045 161) (22 954 596)
(282 185) (404 756)
(263 123 198) (245 105 520)
(305 704) (170 789)

(71 727 267) (89 060 072)

(1270 089 105)

(1207 600 727)

(358 067 403) (612 494 467)
63 319 114

(15 038 180) (12 842 008)
136 301 124 150
1354 543 209 133
(65 387 817) (83 019 097)
30 376 (2 346)

324 389 (243 153)

(73 768 480) (95 454 207)
63 674 283 82 353 519
55 358 32 396

297 437 018 696 184 522
361 166 659 778 570 437
(75 481 069) 70 621 763
322 477 469 251 564 650
51 840 291 057

247 048 240 322 477 470
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ACCOUNTING POLICIES

For the year ended 31 March 2022

B 1. Presentation of the
Financial Statements

The Financial Statements have been prepared in
accordance with the following policies, which have
been applied consistently in all material aspects, unless
otherwise indicated. However, where appropriate and
meaningful, additional information has been disclosed
to enhance the usefulness of the Financial Statements
and to comply with the statutory requirements of the
Public Finance Management Act, Act 1 of 1999 (as
amended by Act 29 of 1999), and the Treasury
Regulations issued in terms of the Act and the annual
Division of Revenue Act.

All departments are controlled by Government. These
consolidated financial statements include the financial
results of the departments and Parliament.

Government Departments apply uniform accounting
policies as prescribed by the National Treasury except
to the extent that a department has requested a
deviation from the National Treasury.

Departmental revenue is collected by SARS and
directly deposited into the National Revenue Fund
which forms part of the overall consolidation revenue
and is accounted for on a modified cash basis.

1.1 Basis of preparation

The Consolidated Financial Statements have been
prepared on a modified cash basis of accounting,
except where stated otherwise. The modified cash
basis constitutes the cash basis of accounting
supplemented with additional disclosure items. Under
the cash basis of accounting transactions and other
events are recognised when cash is received or paid or
when the final authorisation for payment is effected on
the system (by no later than 31 March of each year).
Under this basis, the revaluation of foreign and
domestic investments and loans are also recognised.

Inter-departmental  prepayment advances and
payables and inter-entity transactions and balances
between the departments and the National Revenue
Fund (NRF) are eliminated. However, PAYE is not
eliminated as it is not considered as an
interdepartmental transaction. VAT is also not
eliminated as government does not pay VAT directly to
the NRF and government is not a VAT vendor. National
Revenue Fund only recognised material provisions that
will result in the potential cash outflow to government.
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1.2 Presentation currency

All amounts have been presented in the currency of the
South African Rand (R) which is also the functional
currency of the departments.

1.3 Rounding

Unless otherwise stated all financial figures have been
rounded to the nearest one thousand Rand (R’000).

1.4 Comparative figures

Prior period comparative information has been
presented in the current year’s financial statements.
Where necessary figures included in the prior period
financial statements have been reclassified to ensure
that the format in which the information is presented is
consistent with the format of the current year’s financial
statements.

1.5 Revenue

Appropriated funds include equitable share and
conditional grants to entities in terms of an Act of
Parliament / Province. Appropriated funds are
recognised in the financial records on the date the
appropriation becomes effective. Adjustments to the
appropriated funds made in terms of the adjustments
budget process are recognised in the financial records
on the date the adjustments become effective.

Total funds appropriated during the financial year are
represented in the Statement of Financial Performance.

The net amount of surrenders consists of unexpended
appropriated funds which are surrendered to the
National Revenue Fund less amounts exceeding the
approved statutory appropriation. Amounts owing to the
National Revenue Fund at the end of the financial year
are recognised as receivables in the Statement of
Financial Position and exceeding of approved statutory
appropriation are recognised as a payable in the
Statement of Financial Position.

1.5.1 Revenue from taxes, levies

and duties

Taxpayer-assessed revenues are recognised when
funds are received by South African Revenue Services
(SARS). Cash in transit or over remitted as at 31 March
by the SARS is included in the Statement of Financial
Position as other receivables/payables.

All transfers, duties, fees and other monies collected by
the South African Revenue Services (SARS) for a
province are deposited into the national revenue fund
and then transferred to the respective provincial
revenue fund are recognised when instructed by SARS.
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ACCOUNTING POLICIES

For the year ended 31 March 2022

1.5.2 Departmental revenue

All departmental revenue is recognised in the
statement of financial performance when received and
is subsequently paid into the National Revenue Fund,
unless otherwise stated. Any amount owing to the
National Revenue Fund at the end of the financial year
is recognised as a payable in the statement of financial
position. No accrual is made for amounts receivable
from the last receipt date to the end of the reporting
period. These amounts are however disclosed in the
note to the annual financial statements. Departmental
revenue includes the following:

1.5.2.1 Sales of goods and services other
than capital assets

This comprises the proceeds from the sale of goods
and/or services produced by the departments.
Revenue is recognised in the Statement of Financial
Performance on receipt of the funds by departments.

1.5.2.2 Fines, penalties & forfeits

Fines penalties and forfeits are compulsory receipts
imposed by court or quasi-judicial body. Revenue is
recognised in the Statement of Financial Performance
on receipt of the funds from the departments.

1.5.2.3

Interest, dividends and rent on land is recognised in the
statement of financial performance when the cash is
received from the departments.

Interest, dividends and rent on land

1.5.2.4 Sale of capital assets

The proceeds received on sale of capital assets are
recognised in the statement of financial performance
when the cash is received from departments.

1.5.2.5 Financial transactions in assets
and liabilities

Repayments of loans and advances previously
extended to employees and public corporations for
policy purposes are recognised as revenue in the
statement of financial performance on receipt of the
funds from departments.

Forex gains and losses are recognised on settlement of
loans.

1.5.2.6 Transfers received

Transfers received include transfers from universities
and technikons, foreign governments, international
organisations, public corporations and private
enterprises, households and non-profit institutions and
other governmental units. Revenue is recognised in
the Statement of Financial Performance on receipt of
the funds from the departments.

1.5.3 Gifts, donations and sponsorships

(transfers received)

All cash gifts, donations and sponsorships are paid into
the National/Provincial Revenue Fund and recorded as
revenue in the Statement of Financial Performance on
receipts of the funds from the departments. Amounts
in transit are recognised as a receivable at the reporting
date.

1.5.4 CARA receipts

Funds received derived from the execution of
confiscation and forfeiture orders contemplated, in
accordance with section 64 of the Prevention of
Organized Crime Act, 1998 (Act 121 of 1998). Amounts
are recognised by the revenue fund in the Statement of
Financial Performance when the cash is received.

1.5.5 Aid assistance

Aid assistance is recognised as revenue when
received. All in-kind aid assistance is disclosed at fair
value on the date of receipt in the annexures to the
Annual Financial Statements.

The cash payments made during the year relating to aid
assistance projects are recognised as expenditure in
the statement of financial performance when final
authorisation for payments is effected on the system
(by no later than 31 March of each year)

The value of the assistance expensed prior to the
receipt of funds is recognised as a receivable in the
statement of financial position.

Inappropriately expensed amounts using aid
assistance and any unutilised amounts are recognised
as payables in the statement of financial position.

1.5.6 Direct exchequer receipts

This includes revenue fund receipts. Revenue is
recognised when the cash is received. This revenue
represents receipts other than departmental receipts
that are not expected to occur frequently. These items
are not included in departmental revenue as they are
inclined to distort comparative analysis of the revenue
figures. Amounts received by revenue funds are
recognised in the Statement of Financial Performance.

1.6 Expenditure
1.6.1 Appropriated funds

Appropriated funds include annual appropriation,
statutory appropriation, conditional grant and own
funds appropriated to entities in terms of an Act of
Parliament / Provincial Legislature. Appropriated funds
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ACCOUNTING POLICIES

For the year ended 31 March 2022

are recognised in the financial records when approved
by Parliament.

Unexpended appropriations surrenders by
departments are recognised at financial year-end in the
Statement of Financial Position. Expenses incurred
where the funds have not been requested against the
appropriation are reflected as expenditure.

1.6.2 Compensation of employees

1.6.2.1 Salaries and wages

Salaries and wages are recognised in the statement of
financial performance on the date of payment [i.e. on
the date on which the expenditure is authorised for
payment (by no later than 31 March of each year).

Employee costs are capitalised to the cost of a capital
project when an employee spends more than 50% of
his/her time on the project. These payments form part
of expenditure for capital assets in the statement of
financial performance.

1.6.2.2 Social contributions

Employer contributions to post employment benefit
plans in respect of current employees are expensed in
the statement of financial performance on the date of
payment (by no later than 31 March of each year).

No provision is made for retirement benefits in the financial
statements of the department. Any potential liabilities are
disclosed in the financial statements of the National
Revenue Fund and not in the financial statements of the
employer department.

Employer contributions made by the department for
certain of its ex-employees (such as medical benefits)
are classified as transfers to households in the
statement of financial performance.

1.6.3 Goods and services

Payments made for goods and/or services are
recognised as an expense in the statement of financial
performance on the date of payment (by no later than 31
March of each year). The expense is classified as capital
if the goods and/or services were acquired for a capital
project or if the total purchase price exceeds the
capitalisation threshold (currently, R5,000). All other
expenditures are classified as current. Rental paid for
the use of buildings or other fixed structures is classified
as goods and services and not as rent on land.

1.6.4

Interest and rental payments are recognised as an
expense in the statement of financial performance on
the date of payment (by no later than 31 March of each
year). This item excludes rental for the use of buildings

Interest and rent on land
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or other fixed structures. If it is not possible to
distinguish between payment for the use of land and
the fixed structures on it, the whole amount is recorded
under goods and services.

1.6.5 Payments for financial assets

Debts are written off when identified as irrecoverable.
Debts written-off are limited to the amount of savings
and/or underspending of appropriated funds. The write
off occurs at year-end or when funds are available. No
provision is made for irrecoverable amounts, but an
estimate is included in the notes to the financial
statements amounts.

All other losses are recognised when authorisation has
been granted for the recognition thereof.

1.6.6 CARA payments

Funds are transferred to departments, when approved
by Cabinet, in accordance with section 65 of the
Prevention of Organized Crime Act, 1998 (Act 121 of
1998). Amounts transferred by the revenue fund are
recognised in the Statement of Financial Performance
when approved by Cabinet.

1.6.7 Transfers and subsidies

Transfers and subsidies are recognised as an expense
on the date of payment (by no later than 31 March of
each year).

1.6.8 Expenditure for capital assets

Payments made for capital assets are recognised as an
expense in the statement of financial performance on
the date of payment (by no later than 31 March of each
year).

1.6.9 Revaluation gains/(losses)

Foreign liabilities, foreign investments and Multilateral
Institutions liabilities are re-valued at the closing
exchange rate on 31 March. Associated gains and
losses are recognised in the Statement of Financial
Performance. Gains and losses due to the revaluation
of inflation-linked bonds are also included in the
Statement of Financial Performance.

1.6.10 Unauthorised expenditure

When confirmed unauthorised expenditure is
recognised as an asset in the statement of financial
position until such time as the expenditure is either
approved by the relevant authority, recovered from the
responsible person or written off as irrecoverable in the
statement of financial performance.



National Treasury |Consolidated Financial Statements |National Departments, the National Revenue Fund, State Debt and Loan Accounts

ACCOUNTING POLICIES

For the year ended 31 March 2022

Unauthorised expenditure approved with funding is
derecognised from the statement of financial position
when the unauthorised expenditure is approved and
the related funds are received.

Where the amount is approved without funding it is
recognised as expenditure in the statement of financial
performance on the date of approval. Unauthorised
expenditure is measured at the amount of the
confirmed unauthorised expenditure.

1.6.11 Fruitless and wasteful
expenditure

Fruitless and wasteful expenditure is recorded in the
notes to the financial statements when confirmed. The
amount recorded is equal to the total value of the
fruitless and or wasteful expenditure incurred. Fruitless
and wasteful expenditure is removed from the notes to
the financial statements when it is resolved or
transferred to receivables or written off.

Fruitless and wasteful expenditure receivables are
measured at the amount that is expected to be
recoverable and are de-recognised when settled or
subsequently written-off as irrecoverable.

1.6.12 Irregular expenditure

Irregular expenditure is recorded in the notes to the
financial statements when confirmed. The amount
recorded is equal to the value of the irregular
expenditure incurred unless it is impracticable to
determine, in which case reasons therefor are provided
in the note.

Irregular expenditure is removed from the note when it
is either condoned by the relevant authority, transferred
to receivables for recovery, not condoned and removed
or written-off.

Irregular expenditure receivables are measured at the
amount that is expected to be recoverable and are de-
recognised when settled or subsequently written-off as
irrecoverable.

1.6.13 Direct exchequer payments

This includes revenue fund payments. Expenditure is
recognised when funds are transferred to the
departments. Expenses that arise from events or
transactions that are clearly distinct from the ordinary
activities of the departments and therefore are not
expected to occur frequently. Amounts transferred by
revenue funds are recognised in the Statement of
Financial Performance when transferred to the
departments.

1.6.14 Other expenditure and RDP
Funds due prior to Amendment
Act no. 79 of 1998

Expenditure is recognised when payment becomes
payable.

1.7 Assets

1.7.1 Cash and cash equivalents

Domestic cash and cash equivalents are carried in the
statement of financial position at cost.

Bank overdrafts are shown separately on the face of
the statement of financial position.

For the purposes of the cash flow statement, cash and
cash equivalents comprise cash on hand, deposits
held, other short-term highly liquid investments and
bank overdrafts.

Foreign cash and cash equivalents are carried in the
statement of finance position at the closing rate of 31
March. Gains and losses on revaluation are
recognised in the statement of financial performance.

1.7.2 Other financial assets

Other financial assets are carried in the statement of
financial position at cost plus transaction costs that are
directly attributable to the acquisition or issue of the
financial asset

1.7.3 Prepayments and advances

Amounts prepaid or advanced are recognised in the
statement of financial position when the payments are
made and are derecognised as and when the
goods/services are received, or the funds are utilised.

Prepayments and advances outstanding at the end of
the year are carried in the statement of financial
position at cost.

1.7.4 Receivables

Receivables included in the statement of financial
position arise from cash payments made that are
recoverable from another party (including departmental
employees) and are derecognised upon recovery or
write-off.

Receivables outstanding at year-end are carried in the
statement of financial position at cost plus any accrued
interest, where interest is charged, less amounts
already settled or written-off.  Amounts that are
potentially irrecoverable are included in the notes.
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1.7.5 Other receivables

The net of profits and losses arising from exchange
forward cover provided by the South African Reserve
Bank; including the periodic revaluation of the Reserve
Bank's foreign exchange reserves, foreign loans and
gold reserves are included in other receivables.

1.7.6 Loans

Loans are recognised in the statement of financial
position when the cash is paid to the beneficiary. Loans
that are outstanding at year-end are carried in the
statement of financial position at cost plus accrued
interest, where interest is charged, less amounts
already settled or written off

Amounts that are potentially irrecoverable are included
in the notes.

1.7.7 Settlement period of assets
and liabilities

1.7.7.1 Current and Non-Current Assets

This represents domestic and foreign assets and
should be classified as a current asset when it:

e s expected to be realised in, or is held for sale or
consumption in the normal course of the operating
cycle; or

¢ Isheld primarily for trading purposes or for the short-
term and expected to be realised within 12 months
of the reporting date; or

¢ Is a Cash and cash equivalent asset.

All other assets with a remaining term longer than one
year are classified as non-current assets.

1.7.7.2 Current and Non-Current Liabilities

This represents domestic and foreign liabilities and
should be classified as a current liability when it:

e |s expected to be settled in the normal course of the
entity’s operating cycle; or

e Is due to be settled within twelve months of the
reporting date.

All other liabilities with a remaining term longer than one
year are classified as non-current liabilities.

1.7.8

Domestic investments are recognised and measured at
face value in the Statement of Financial Position.

Foreign investments represent South Africa's
membership/shareholding in the African Development
Bank, the International Bank for Reconstruction and
Development, the International Finance Corporation, New

Investments
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Development Bank and Multilateral Investment
Guarantee Agency. These investments are initially
recognised at face value (i.e., the issue price) and are
subsequently revalued using the closing exchange rate at
31 March.

The International Monetary Fund (IMF) quota
represents South Africa's membership subscription to
the IMF. The investment is denominated in special
drawing rights (SDR) and is recognised in the
Statement of Financial Position in Rand, converted at
the closing SDR exchange rate published by the IMF
as at 31 March.

Any gains and or losses on the revaluation of
investments and financial liabilities are recognised in
the Statement of Financial Performance.

Investments are tested for an impairment loss
whenever events or changes in circumstances indicate
that the investment may be impaired. Any impairment
loss is included in the notes.

1.7.9

Inventories that qualify for recognition are recognised
initially at cost. Where inventories are acquired as part of
non-exchange transaction, the inventories are measured
at fair value as at the date of acquisition.

Inventory

All inventory items at year-end are reflected using either
the weighted average cost or FIFO cost formula.

1.7.10 Capital assets
1.7.10.1 Movable capital assets

Initial recognition

"A capital asset is recorded in the asset register on
receipt of the item at cost. Cost of an asset is defined
as the total cost of acquisition. Where the cost cannot
be determined accurately, the movable capital asset is
stated at fair value. Where fair value cannot be
determined, the capital asset is included in the asset
register at R1."

All assets acquired prior to 1 April 2002 are included in
the register at R1.

Subsequent recognition

Subsequent expenditure of a capital nature is recorded
in the statement of financial performance as
“expenditure for capital asset” and is capitalised in the
asset register of the department on completion of the
project.

Repairs and maintenance are expensed as current
“‘goods and services” in the statement of financial
performance.
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Movable capital assets are subsequently carried at cost
and are not subject to depreciation or impairment.

1.7.10.2 Immovable capital assets

Initial recognition

A capital asset is recorded on receipt of the item at cost.
Cost of an asset is defined as the total cost of
acquisition. Where the cost cannot be determined
accurately, the immovable capital asset is stated at fair
value.

Subsequent recognition

Immovable assets are subsequently carried at cost and
are not subject to depreciation or impairment.

1.7.10.3 Project costs: Work-in-progress

Work-in-progress of a capital nature is recorded in the
statement of financial performance as “expenditure for
capital asset” when paid. Amounts paid towards capital
projects are separated from the amounts recognised
and accumulated in work-in-progress until the
underlying asset is ready for use. Once ready for use,
the total accumulated payments are recorded in the
asset register of the department that is accountable for
the asset.

Subsequent payments to complete the project are
added to the capital asset in the asset register.

Repairs and maintenance are expensed as current
“‘goods and services” in the statement of financial
performance.

1.7.10.4 Intangible assets

Initial recognition

An intangible asset is recorded in the asset register on
receipt of the item at cost. Cost of an intangible asset is
defined as the total cost of acquisition. Where the cost
cannot be determined accurately, the intangible asset
is stated at fair value. Where the fair value cannot be
determined, the intangible asset is included in the asset
register at R1.

All intangible assets acquired prior to April 2002 can be
included in the asset register at R1.

Intangible assets are subsequently carried at cost and
are not subject to depreciation or impairment.

Subsequent recognition

Subsequent expenditure of a capital nature is recorded
in the statement of financial performance as
"expenditure for capital asset" and is capitalised in the
asset register of the department.

Maintenance is expensed as current "goods and services"
in the statement of financial performance.

1.8 Liabilities
1.8.1 Payables

Recognised payables mainly comprise of amounts
owing to other governmental entities. These payables
are carried at cost in the statement of financial position.

1.8.2 Lease commitments

Finance lease

Finance leases are not recognised as assets and
liabilities in the statement of financial position. Finance
lease payments are recognised as an expense in the
statement of financial performance and are not
apportioned between the capital and interest portions.
The finance lease liability is disclosed in the notes to
the financial statements.

Operating lease

Operating lease payments are recognised as an
expense in the statement of financial performance. The
operating lease commitments are disclosed in the
discloser notes to the financial statement.

1.8.3 Accruals

Accruals are not recognised in the statement of
financial position as a liability or as expenditure in the
statement of financial performance but are included in
the disclosure notes.

1.8.4 Contingent liabilities

Contingent liabilities are recorded in the notes to the
financial statements when there is a possible obligation
that arises from past events, and whose existence will
be confirmed only by the occurrence or non-occurrence
of one or more uncertain future events not within the
control of the department, or the national revenue fund,
or when there is a present obligation that is not
recognised because it is not probable that an outflow of
resources will be required to settle the obligation or the
amount of the obligation cannot be measured reliably.

1.8.5 Contingent assets

Contingent assets are recorded in the notes to the
financial statements when it is probable that an inflow
of economic benefits will flow to the National revenue
fund. Contingent assets include the Gold and Foreign
Exchange Contingency Reserve Account that is initially
measured at cost as it does not have a fixed maturity
date and is subsequently revalued with the profits and
losses incurred on gold and foreign exchange
transactions.
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1.8.6 Commitments

Commitments are not recognised in the statement of
financial position as a liability or as expenditure in the
statement of financial performance but are included in
the disclosure notes at cost.

1.8.7 Employee benefits

Short-term employee benefits that give rise to a present
legal or constructive obligation are disclosed in the
notes to the financial statements. These amounts are
not recognised in the statement of financial
performance or the statement of financial position.

1.8.8 Provisions

Provisions are recorded in the notes to the financial
statements when there is a present legal or
constructive obligation to forfeit economic benefits as a
result of events in the past and it is probable that an
outflow of resources embodying economic benefits will
be required to settle the obligation and a reliable
estimate of the obligation can be made.

The provision is measured as the best estimate of the
funds required to settle the present obligation at the
reporting date.

1.8.9 Multilateral Institutions

The callable portions of South Africa's subscription in
the African Development bank, the International Bank
for Reconstruction and Development, the International
Finance Corporation, New Development Bank and
Multilateral Investment Guarantee Agency are
recognised as a financial liability and are initially
measured at face value (i.e. the issue price) and are
subsequently revalued using the closing exchange rate
at 31 March.

1.9 Borrowings

1.9.1

Domestic current borrowings consist mainly of
Treasury bills with a term-to-maturity varying between
1 to 365 days, CPD borrowings and long-term domestic
loans due to be settled within 12 months of the reporting
date. Treasury bills and CPD borrowings are
recognised at face value.

Domestic Borrowings

Domestic non-current borrowings consist of fixed-rate,
inflation-linked, retail bonds. All these instruments
except for inflation-linked bonds are recognised at face
value. Inflation-linked bonds are recognised at
transaction amount. Inflation-linked bonds have been
revalued using the relevant “reference CPI” at year end
(settlement value).
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The face value and / or settlement value represents the
amount that will be paid to the bond holder at maturity
of the instrument.

1.9.2 Foreign Loans and Bonds

Foreign loans and bonds are initially recognised at face
value and subsequently revalued to rand using the
closing exchange rates as at 31 March. Foreign loans
are not hedged against foreign currency movements.

1.10 Foreign loans

Foreign loans are uncovered and converted to rand
using the closing exchange rates as at 31 March.

1.11 Net Assets

1.11.1 Capitalisation reserve

The capitalisation reserve comprises of financial assets
and/or liabilities originating in a prior reporting period,
but which are recognised in the statement of financial
position for the first time in the current reporting period.
Amounts are recognised in the capitalisation reserves
when identified in the current period and are transferred
to the National Revenue Fund when the underlying
asset is disposed and the related funds are received.

1.11.2 Recoverable revenue

Amounts are recognised as recoverable revenue when
a payment made in a previous financial year becomes
recoverable from a debtor in the current financial year.
Amounts are either transferred to the National Revenue
Fund when recovered or are transferred to the
statement of financial performance when written-off.

1.12 Related party transactions

Specific information with regards to related party
transactions is included in the notes.

Related party transactions within the Minister/MEC’s
portfolio are recorded in the notes to the financial
statements when the transaction is not at arm’s length.

The number of individuals and full compensation of key
management personnel (including compensation paid
to their family members where relevant) is recorded in
the notes to the financial statements.

1.13 Public private partnerships

A public private partnership (PPP) is a commercial
transaction between the department and a private party
in terms of which the private party:

Performs an institutional function on behalf of the
institution; and/or
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e acquires the use of state property for its own
commercial purposes; and

e assumes substantial financial, technical and
operational risks in connection with the performance
of the institutional function
and/or use of state property; and

e receives a benefit for performing the institutional
function or from utilizing the state property, either by
way of:

— consideration to be paid by the department
which derives from a Revenue Fund;

— charges fees to be collected by the private party
from users or customers of a service provided to
them; or

— a combination of such consideration and such
charges or fees.

PPPs are accounted for based on the nature and or he
substance of the partnership. The transaction is
accounted for in accordance with the relevant
accounting policies.

A description of the PPP arrangement, the contract
fees and current and capital expenditure relating to the
PPP arrangement is included in the notes to the
financial statements

1.14 Restatements and
adjustments

Where necessary amounts included in the prior period
financial statements have been reclassified to ensure
that the format in which the information is presented is
consistent with the format of the current year's financial
statements.

1.15 Events after the reporting
date

Subsequent events that are both favourable and
unfavourable which occurred between the reporting
date and the date when the financial statements are
authorised for issue, are included as a note to the
financial statements.
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2021/22 2020/21
Notes R'000 R'000
Revenue from Taxes, levies and Duties
Taxation
DTIC Taxes and Income tax 912 876 939 718 183 803
Value-added tax / Sales tax 390 895 100 331 196 848
Fuel levies 84 453 514 71837 171
Customs duties 57 075 262 46 333 356
Excise duties 52 226 311 48 513 717
Skills Development Levy 19 335917 18 486 280
Environmental levies 12 858 151 10 681 065
Transfer duties 10 576 131 7119 627
Securities transfer tax 7 680 453 6 240 209
Road accident fund recoupment 4 435 556 4768 315
Estate duty 3140787 3485 353
Southern African Customs Union member duties 3122 455 2 047 843
Health promotion levy 2 259 832 2512790
Other taxation revenue 1128 810 867 500
State miscellaneous revenue 1060 510 1068 258
Donations Tax 635 423 742 798

Total Taxation

Non-taxation revenue

Road accident fund levy

Mineral and petroleum resource royalty
Unemployment Insurance Fund (UIF)
Other non-taxation revenue

Total Non-taxation

Total Gross Revenue

Less

Less: South African Customs Union
Agreement

Less: Payment to UIF

Less: Payable by SARS to UIF
Less: Payment to RAF

Less: Payable by SARS to RAF
Less: South African Customs Union
Agreement

Total

Total Net Revenue for the Year

Departmental Revenue

NRF receipts

Sales of goods and services other than capital
assets

Fines, penalties and forfeits

Interest, dividends and rent on land

Sales of capital assets

Transactions in financial assets and liabilities
Transfer received

Total Revenue Collected

Less: Own revenue included in appropriation
Total

1563 761 151

1249 714 611

47 282 230 40 628 194
28 456 420 14 227 647
21432659 18 395 499

(117 084) (105 789)
97 054 225 73 145 551

1 660 815 376

1322 860 162

45 966 212 63 395 241
19 450 972 16 714 800
1981687 1680 699
47 058 717 40 559 570
154 889 (53 895)

45 966 212 63 395 241
114 612 477 122 296 415

1 546 202 899

1200 563 747

6 068 425 25 769 916
2819 802 1627 288
271 149 353 870

5 556 385 7 024 328
136 301 124 150
951 981 929 150
363 953 430724

16 167 996 36 259 426
- 8136

16 167 996 36 251 290
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2021/22 2020/21
Notes R'000 R'000
4 Other Revenue
Surrenders 4176 857 2688913
Other revenue received 2 094 593 1802 126
Total 6 271 450 4 491 038
5 51 Aid assistance
Opening Balance 410 928 533750
Prior period error - -
As restated 410 928 533 750
Transferred from statement of financial performance 662 368 246 645
Transferred to/from retained funds 6678 35197
Paid during the year (282 185) (404 664)
Closing Balance 797 789 410 928
5.2 Analysis of balance by source
Aid assistance from RDP 567 349 200 290
Aid assistance from other sources 197 534 178 543
CARA 32 906 32 095
Closing Balance 797 789 410 928
Analysis of Balance
Aid assistance receivable (82 562) (186 445)
Aid assistance unutilised 253 577 252 927
Aid assistance repayable 626 774 344 446
Closing Balance 797 789 410 928
Aid assistance prepayments (expensed)
5.2.1 Opening balance

Goods and services 118 519 54 657
Transfers and subsidies 185 278 49 185
Closing Balance 303 797 103 842
Less: Received in the current year
Goods and services 538 167 267 361
Transfers and subsidies (96 434) (52 715)
Closing balance 441 733 214 646
Less: Other
Goods and services (115 046) (54 657)
Closing Balance (115 046) (54 657)
Add: Current Year prepayments
Goods and services (484 453) (148 842)
Transfers and subsidies - 188 808
Closing balance (484 453) 39 966
Closing balance
Goods and services 57 187 118 519
Transfers and subsidies 88 844 185 278
Closing balance 146 031 303 797

61



National Treasury |[Consolidated Financial Statements [National Departments, the National Revenue Fund, State Debt and Loan Accounts

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

For the year ended 31 March 2022

62

2021/22 2020/21
Notes R'000 R'000
5.3  Aid assistance expenditure per economic classification
Current 1586 053 1207 818
Capital 7 527 16 496
Transfers and subsidies 237 756 652 207
Total aid assistance expenditure 1831 336 1876 521
5.4 Donations received in kind (not included in the main note)
List in kind donations received
BMZ Skills Development for a Green Economy 34 235 50 124
International Finance Corporation: Employability Study 2328 3154
Computer equipment and software 2182 295
BMBF: TrainMe 1286 631
Donation of Hygiene Products 1356 1720
COVID-19 and Disability Research Project 539 77
Strengthening the Inclusive Disability Machinery, South Africa 1230 506
Toys, baby accessories and recreation 1 34
Police Transport asset/Service and Equipment 38 463 33 280
US Government - 510
MebendazoleTablets: National Deworming programme 48 077 238
453 doses of JNJ AD26.SARS.CO.2 Vaccine - Sisonke 2 58 983 657
Phizer Covax doses 1263 757 -
Total 1452 437 91 226
6 Appropriated funds
Annual appropriation (18 713 413) (21 535 475)
Statutory appropriation 326 650 617 319 755 523
Total appropriation 307 937 204 298 220 048
7 Compensation of employees
Salaries and Wages
Basic Salary 114 056 984 115 258 803
Performance Award 325 364 232 840
Service Based 563 278 548 099
Compensative/circumstantial 7970738 8 102 489
Periodic Payments 225 996 181 293
Other non-pensionable allowances 28 371 336 22 871485
Total 151 513 696 147 195 009
Social Contributions
Employer contributions
Pension 16 637 797 16 714 145
Medical 13 657 426 12786 113
UIF 2 698 2 447
Bargaining Council 13616 13216
Official unions and associations 18 720 18 151
Insurance 30 608 21470
Total 30 360 865 29 555 542
Total compensation of employees 181 874 561 176 750 551
Average number of employees 392 238 397 356
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2021/22 2020/21
Notes R'000 R'000
8 Goods and services
Administrative fees 493 351 585 630
Advertising 499 785 401 817
Minor assets 8.1 594 875 613 259
Bursaries (employees) 92 029 73745
Catering 114 844 74 498
Communication 1447 988 1306 361
Computer services 8.2 7 799 589 7248 126
Consultants, contractors and outsourced services 4 362 953 4114 117
Infrastructure and planning services 235919 140 431
Laboratory services 119 752 95003
Scientific and technological services 687 554 891 056
Legal services 1307 885 912 734
Contractors 6 349 180 4 494 765
Agency and support / Outsourced services 5049 217 4339 372
Entertainment 6042 4 337
Audit cost — external 8.3 658 004 510 414
Fleet services 5120435 4323720
Inventory 8.4 15 096 417 9 077 546
Consumables 8.5 2694 424 3761457
Operating leases 10 727 994 11 937 038
Property payments 8.6 8 351432 6 859 900
Rental and hiring 49 791 101 853
Transport provided part of departmental activities 43 798 54 698
Travel and subsistence 8.7 5197 283 2986 082
Venues and facilities 251 049 123 459
Training and staff development 694 825 798 063
Other operating expenditure 8.8 1589 165 1477 620
Total 79 635 580 67 307 101
8.1 Minor Assets
Tangible assets 564 663 576 112
Buildings and other fixed structures 189 341
Biological assets 2408 2453
Machinery and equipment 560 391 570 848
Transport assets 46 49
Specialised military assets 1629 2421
Intangible assets 30 212 37147
Software 30212 | | 37 147
Total 594 875 613 259
8.2 Computer services

SITA computer services 3700 862 3 538 346
External computer service providers 4098 727 3709780
Total 7 799 589 7 248 126
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2021/22 2020/21
Notes R'000 R'000
8.3  Audit cost — external
Regularity audits 588 898 468 026
Performance audits 1757 655
Investigations 40 393 26 092
Environmental audits 13 1993
Computer audits 26 943 13 648
Total 658 004 510 414
8.4 Inventory 520 142 620 291
Clothing material and accessories 1223 051 568 593
Farming supplies 2271115 2362 740
Food and food supplies 521 391 512 865
Fuel, oil and gas 1266 169 1027 733
Learning and teaching support material 192 315 134 966
Materials and supplies 472 720 1167 771
Medical supplies 7 997 062 807 119
Medicine 520 142 620 291
Other supplies 632 452 1875 468
Total 15 096 417 9 077 546
8.4.1 Other Supplies
Ammunition and security supplies 42 624 54 803
Assets for distribution 247 278 391 182
Machinery and equipment9 166 414 48 007
Sports furniture 29 679 69 240
Sports and recreation 7 558 18 108
Other assets for distribution 43 627 255 827
Other 342 550 1429483
Total 632 452 1875 468
8.5 Consumables
Consumable supplies 1387 316 2 856 265
Uniform and clothing 354 350 170 257
Household supplies 433 948 1133112
Building material and supplies 126 399 66 995
Communication accessories 2405 755
IT consumables 85 066 91243
Other consumables 385 148 1393 903
Stationery, printing and office supplies 1307 108 905 192
Total 2694 424 3761 457
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2021/22 2020/21
Notes R'000 R'000
8.6 Property payments
Municipal services 5402 871 4271 354
Property management fees 702 510 581 846
Property maintenance and repairs 495 522 414 335
Other 1750 529 1592 365
Total 8 351 432 6 859 900
8.7  Travel and subsistence
Local 4 862 396 2765 599
Foreign 334 887 220483
Total 5197 283 2986 082
8.8  Other operating expenditure
Professional bodies, membership and
subscription fees 134 864 174 014
Resettlement costs 139 529 97 865
Other 1314772 1205741
Total 1589 165 1477 620
9 Interest and Rent on Land
Interest expense 305 704 170 789
Rent on land 42 164 39 908
Total interest and rent on land 347 868 210 697
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2021/22 2020/21
Notes R'000 R'000
10 Expenditure on capital assets
10.1 Tangible assets 14 641 382 12 432 569
Buildings and other fixed structures 8791 031 7 262 029
Heritage assets 21 307 69 931
Machinery and equipment 4614 575 4786 153
Specialised military assets 589 066 282 148
Land and subsoil assets 616 500 27 191
Biological assets 8 903 5117
10.2 Intangible assets 396 798 409 439
Computer software 396 786 409 439
Patents, licences, copyright, brand names, trademarks 12 -
Total 15038 180 12 842 008
Compensation for capital expenditure
Compensation of employees 9 081 9676
Goods and services 11749 14 414
Total 20 830 24 090
Analysis of funds utilised to acquire capital assets
Tangible assets
Voted Funds 14 636 345 12 416 081
Buildings and other fixed structures 8762270 7 258 089
Heritage assets 47 371 69 875
Machinery and equipment 4612 235 4773 661
Specialised military assets 589 066 282 148
Land and subsoil assets 616 500 27 191
Biological assets 8 903 5117
Aid assistance 5050 16 488
Buildings and other fixed structures 2 696 3940
Machinery and equipment 2 354 12 548
TOTAL 14 641 395 12 432 569
Software and other intangible assets
Voted Funds 394 308 409 431
Computer software 394 308 395 922
Patents, licences, copyright, brand names,
trademarks - 13 509
Aid assistance 2477 8
Computer software 2 477 8
TOTAL 396 785 409 439
10.3 Finance lease expenditure included in expenditure for capital assets
Tangible assets
Buildings and other fixed structures 484 822 465 777
Machinery and equipment 516 663 492 653
Total 1 001 485 958 430
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2021/22 2020/21
R'000 R'000
11 Transfers and subsidies
Provinces and municipalities 796 965 700 766 330 063
Departments agencies and accounts 141 396 450 127 310 782
Higher education institutions 43 292 363 43 329 215
Foreign governments and international organisations 2952 752 2227 123
Public corporations and private enterprises 37 421 571 26 775 292
Non-profit institutions 8 368 544 8 084 463
Households 236 353 813 232 302 140
Total 1266 751 193 1206 359 078
12 Other financial assets
Current
Local
Total - -
Foreign
Rental deposits for employees based abroad 15194 21486
Total 15194 21486
Total Current other financial assets 15194 21486
Non-current
Local
Municipality deposit 100 100
Total 100 100
Foreign
Rental deposits for employees based abroad 45478 69 562
Total 45478 69 562
Total Non-Current other financial assets 45 578 69 662
13 Payments for financial assets
Material losses through criminal conduct 97 6111
Theft 97 13
Other material losses - 6 098
Purchase of equity 60 839 696 80019 095
Extension of loans policy purposes 6 049 897 8613 037
Other materials losses written off 52 930 28 652
Debt written off 161 997 230 137
Forex losses 59772 88 674
Debt take overs 4 562 878 -
Total 71 727 267 88 985 706
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2021/22 2020/2
Notes R'000 R'000
14 Cash and Cash equivalents
Consolidated Paymaster General Account 21 348 460 31568 785
Cash receipts 216 433 142
Disbursements (17 430) (60 840)
Cash on hand 133 409 629 175 221 398
Investments (Domestic) 1 856 661 475 332
Investments (International) 124 215 98 782
Cash with SARB 41 157 404 41 157 404
Foreign Currency Investment 85 130 325 93 281 754
Other 226 776 539 721
Total Cash and cash equivalents 283 452 473 342 282 479
15 Prepayments and Advances
Staff advances 29720 1 541
Travel and subsistence 193 122 123 317
Prepayments (Not expensed) 15.2 86 251 244 210
Advances paid (Not expensed) 15.1 735 380 1439 331
Total 1044 473 1 808 399
15.1 Advances paid (Not expensed)
Balance at the beginning of the year
National departments 414 654 219734
Provincial departments 124 289 224 966
Public entities 375278 619 689
Other institutions 695 597 154 972
Total 1609 818 1219 361
Less: Amount expensed in current year
National departments (518 511) (391 932)
Provincial departments (27 422) (115 213)
Public departments (1 105 946) (1309 923)
Other institutions (1505 176) (1013 635)
Total (3 157 055) (2 830 703)
Add/Less: Other
National departments 124 001 130 691
Provincial departments 925 (464)
Public entities - -
Other institutions (65 564) (14 330)
Total 59 362 115 897
Add: Current year advances
National departments 384 348 456 161
Provincial departments 3776 15 000
Public entities 988 024 1065 512
Other institutions 1251 599 1568 590
Total 2 627 747 3105 263
Closing Balance at Year End
National departments - 244 167
Provincial departments 101 568 124 289
Public entities 257 356 375278
Other institutions 376 456 695 597
Total 735 380 1439 331
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2021/22 2020/21
Notes R'000 R'000
15.2 Prepayments (Not expensed)
Balance at the Beginning of the Year
Listed by economic classification
Goods and services 234 545 343 990
Transfers and subsidies 89 68 877
Capital assets 7983 3734
Other 1593 973
Total 244 210 417 574
Less: Amount expensed in current year
Listed by economic classification
Goods and services (706 831) (782 685)
Transfers and subsidies (308 385) (264 396)
Capital assets (7 692) (22 489)
Other - (973)
Total (1 022 908) (1 070 543)
Add/Less: Other
Listed by economic classification
Goods and services (218) 51 911
Capital assets (291)
Total (509) 51911
Add: Current year payments
Listed by economic classification
Goods and services 554 891 621 329
Transfers and subsidies 310 000 195 608
Capital assets - 26 738
Other 567 1593
Total 865 458 845 268
Closing Balance at Year End
Listed by economic classification
Goods and services 82 387 234 545
Transfers and subsidies 1704 89
Capital assets - 7983
Other 2160 1593
Total 86 251 244 210
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2021/22 2020/21
Notes R'000 R'000
15.3 Prepayments (Expensed)

Balance at the Beginning of the Year
Listed by economic classification
Goods and services 1039 049 995 393
Transfers and subsidies 33671 33 263
Capital assets 45 321 126 164
Total 1118 041 1154 820
Less: Received in the current year
Listed by economic classification
Goods and services (779 275) (1762 145)
Transfers and subsidies (4 152) 3)
Capital assets (115 024) (123 773)
Total (898 451) (1 885 921)
Add/Less: Other
Listed by economic classification
Goods and services (339 721) 74 246
Capital assets 775 1156
Total (338 946) 75 402
Add: Current Year prepayments
Listed by economic classification
Goods and services 1187 690 1731555
Transfers and subsidies 2 411
Capital assets 96 963 41774
Total 1284 655 1773740
Closing Balance at Year End
Listed by economic classification
Goods and services 1107 743 1 039 049
Transfers and subsidies 29 521 33671
Capital assets 28 035 45 321
Total 1165 299 1118 041
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2021/22 2020/21
Notes R'000 R'000
15.4 Advances paid (Expensed)
Balance at the Beginning of the Year
National departments 196 375 302 933
Provincial departments 7471 10 376
Public entities 4 617 267 4175114
Other institutions 181 557 107 135
Total 5002 670 4 595 558
Less: Received in the current year
National departments 3197 4 800
Provincial departments 301 161
Public entities (603 889) (1 632 845)
Other institutions 7437 60 304
Total (592 954) (1 567 580)
Add/Less: Other
National departments (671 486) (819 709)
Provincial departments (42 743) (39 566)
Public entities (455 305) (108 849)
Other institutions (61937) (61 877)
Total (1231 471) (1 030 001)
Add: Current Year advances
National departments 984 432 708 351
Provincial departments 42 200 36 500
Public entities 1190 399 2 183 847
Other institutions 509 835 75 995
Total 2726 866 3004 693
Closing Balance at Year End
National departments 512 518 196 375
Provincial departments 7229 7471
Public entities 4748 472 4617 267
Other institutions 636 892 181 557
Total 5905 111 5002 670
16 Receivables

Claims recoverable 16.1 5614 259 5930 624
Trade receivables 16.2 13 148 16 130
Recoverable expenditure 16.3 184 891 178 660
Staff debt 16.4 681 745 599 563
Fruitless and wasteful expenditure 16.6 40973 48 671
Other receivables 16.5 2 286 634 2491519
Voted funds to be surrendered to the Revenue Fund 18 346 733 1077 481
Unauthorised expenditure to be surrendered 15160
Departmental Revenue to be surrendered to the
Revenue Fund (58 648) (42 319)
Other 85 560 102 735
Total 27 210 455 10 403 064
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2021/22 2020/21
R'000 R'000
Current
Claims recoverable 4611 904 4751926
Trade receivables - 3777
Recoverable expenditure 145 514 141 158
Staff debt 407 763 307 331
Fruitless and wasteful expenditure 23 063 39372
Other receivables 493 217 557 025
Voted funds to be surrendered to the Revenue
Fund 18 346 733 1077 481
Unauthorised expenditure to be surrendered 15160 -
Departmental Revenue to be surrendered to the
Revenue Fund (58 648) (42 319)
Other 85 560 102 735
Total Current 24 070 266 6 938 486
Non-current
Claims recoverable 1 002 391 1178 698
Trade receivables 13 148 12 353
Recoverable expenditure 39 377 37 502
Staff debt 273 966 292 232
Fruitless and wasteful expenditure 17 910 9299
Other receivables 1793 397 1934 494
Total Non-current 3140 189 3464 578
16.17 Claims Recoverable
National departments 2296 411 2375212
Provincial departments 2112130 2 041 380
Foreign government 1799 1763
Public entities 955 247 1470 757
Private enterprises 242 012 33 246
Higher education institutions 37 445
Households and non-profit institutions 1444 2 642
Local governments 5179 5179
Total 5614 259 5930 624
16.2 Trade receivables

Trade receivables 13 148 16 130
Total 13 148 16 130
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2021/22 2020/21
Notes R'000 R'000
16.3 Recoverable expenditure
Disallowance 74 804 82478
Damaged Vehicles 43 598 37 026
Salary related 43 670 37 408
Service Providers 13 563 12 455
Departmental Suspense Account 9 256 9293
Total 184 891 178 660
16.4  Staff debt
Debt Account 127 754 106 198
Salary and other related debt 511 881 451 859
Bursary & Student Debt 42 110 41 506
Total 681 745 599 563
16.5 Other debtors
Armscor receivables 24 862 7 889
Bursary and Study debt 91 069 95 755
Claims and other 154 237 143 513
Administration related debt 218 15 354
Aviation services and fuel 3977 3449
Disallowance, Damages and Losses 73448 32785
Ex-employees 9571 7 196
Salary related 61 883 61924
Fraud 363 345
Municipal and supplier debt 136 324 132 059
United Nations and Medical Embassy 373155 694 408
Grant Incentives overpayments 2 201 2112
SASSA - Debtors, Unauthorised and Social Relief 1269 314 1228 907
Telephone 256 603
VAT 1836 3845
Property related 16 163 16 768
Tax debt 80 213
General Other 67 677 44 394
Total 2 286 634 2 491 519
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16.6  Fruitless and wasteful expenditure
Opening balance 48 671 37 955
Less amounts recovered (17 605) (6 592)
Less amounts written off (251) (2 050)
Transfers from note 32 Fruitless and wasteful expenditure 9713 19 156
Interest 445 202
Total 40 973 48 671
16.7 Impairment of receivables
Estimate of impairment of receivables 3709943 3 600 569
Total 3709943 3 600 569
17 Loans

Public corporations 28 838 1380 298
Higher education institutions 2014 5097
Total Loans Balance 30 852 1385 395
Less: Current 2099 4 039
Total Non-Current 28 753 1 381 356

Analysis of Total Loans Balance
Opening balance 1385 395 1594 528
New Issues (1351077) 72
Repayments (3 466) (3474)
Write-offs - (205 731)
Closing balance 30 852 1385 395
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18 Investments

Non-Current Investments
Foreign 458 487 868 311 021 360
Shares and other equity 362 271 963 296 884 146
Total non-current 820 759 831 607 905 506
Analysis of non-current investments
Opening balance 296 884 146 213 665 050
Additions in cash 65 390 825 83 019 096
Non-cash movements (3.008)
Closing balance 362 271 963 296 884 146
Impairment of Investments
Estimate of impairment of Investments 79 251 034 81042739
Total 79 251 034 81042 739
Number of shares
International Finance Corporation 132 805 132 805
International Bank for Reconstruction and
Development 18 409 18 084
Multilateral Investment Guarantee Agency 1662 1662
African Development Bank 724 933 330 749
New Development Bank 100 000 82 500
Special Drawing Rights
International Monetary Fund Quota-
Subscription 3051200 3051200
International Monetary Fund SDR Holding 4 422 014 1497 440
Issue price per share
Foreign:
Issued in American dollars
International Finance Corporation 14 579 14 797
International Bank for Reconstruction and
Development 1758 780 1785078
Multilateral Investment Guarantee Agency 157 749 160 107
New Development Bank 1457 935 1479735
Issued in unit of account
African Development Bank 175 878 178 508
Exchange rates as at year end used to
convert issue price
American dollar (USD) 14,58 14,80
Special Drawing Rights (SDR) 20,15 20,97
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Agriculture, Land Reform and Rural Development
Onderstepoort Biological Products Ltd 1 1
1 1
Communications and Digital Technologies
Telkom SA Limited 2070 381 2070 381
South African Post Office Limited 8 164 116 8 164 116
Sentech (Pty) (Ltd) 2 2
Vodacom Group Limited 3743 3743
Broadband Infraco 1351130
SABC 3200 000
14 789 371 10 238 242
Human Settlements
National Housing Finance Corporation 2 363 635 2 363 635
SERVCON 604 604
2 364 239 2 364 239
Mineral Resources and Energy
Nuclear Energy Corporation of South Africa 2 205 2 205
2 205 2 205
National Treasury
Development Bank of Southern Africa 200 000 200 000
Public Investment Corporation Limited 1 1
Sasria 22 000 000
Land Bank 7 397 655 7 397 655
29 597 656 7 597 656
Public Enterprises
Alexkor SOC Ltd 400 000 400 000
Denel SOC Ltd 11621 262 8 552 376
Eskom SOC Ltd 219 692 945 188 000 000
Safcol SOC Ltd 318 013 318 013
Transnet SOC Ltd 12 660 986 12 660 986
South African Express SOC Ltd 2277 395 2277 395
South African Airways SOC Ltd 58 561 573 54 483 709
305 532 174 266 692 479
Defence
ARMSCOR 75 000 75 000
Special Defence activities 104 156 107 164
179 156 182 164
Trade, Industry and Competition
IDC A Shares 1000 000 at cost (100% shareholding) 1000 1000
IDC B Share 1 391 969 357 at cost (100% shareholding) 1391 969 1391 969
1 392 969 1 392 969
Transport
Passenger Rail Agency of South Africa Ltd. 4 248 259 4 248 259
Airports Company Ltd. 2 884 242 559 492
Air Traffic and Navigational Services Company Ltd. 190 646 190 646
S.A. National Roads Agency Ltd. 1091 044 1 091 044
8414 191 6 089 441
Total Investments - Shares and other equity 362 271 963 296 884 146
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19 Bank Overdraft
Consolidated Paymaster General Account 36 404 225 19 805 006
Overdraft with commercial banks (Local) 7 4
36 404 232 19 805 010
20 Payables
20.1 Payables- Current
Amounts owing to other entities 82 061 2701072
Advances received 1932 901 676 608
Clearing accounts 93 138 112 197
Other payables 1621195 1534 723
Voted funds to be transferred 18 360 529 915 496
Other 2 396 442 1760 495
Unauthorised Expenditure NOT funded by
Revenue Fund 192 728 207 888
Total 24 678 994 7908 479
20.1.1 Advances received
National departments 99 117 -
Provincial departments 293 058 225 439
Public entities 1531915 450 519
Other institutions 8 811 650
Total 1932 901 676 608
20.1.2 Clearing accounts
Disallowance and Damages & Losses 2225 4678
Clearing accounts 113 211
Government Employee Housing Scheme 6 229 2670
Pension Fund 259 2594
Sal: Income Tax 26 000 29749
Sal: Medical and Other 3748 (1573)
Salary deductions and reversals 50 984 39 896
PAYE 2109 4 330
SETA contributions for the Heritage Expo 1471 -
Armscor suspense account - 29 642
Total 93 138 112197
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20.1.3  Other payables
Restitution Bank Account and Unclaimed
Vouchers 159 467 99 743
Disallowance and unallocated 75 367 60 251
Armscor contract creditors 63 929 34 649
Debt related 2 856 2797
Unspent and Surrendered Funds 645 764 566 731
Civil and military pensions 16 207 18 200
Special pensions 13 370 9124
Direct charge - 50 000
Parliament 20 589 19 886
DHA revenue owed to NRF 51674 284 899
Departmental Suspense Account 94 550 78 701
Rejected payments 58 214 24 244
Salary related 51 537 42179
Suppliers 178 915 29 075
Unidentified receipts 34 551 2
SASSA Unallocated receipts 8 302 23760
NRF, CWP, EPWP projects and Other payables 54 226 133 312
SABC Loan 11 457 -
Foreign exchange differences and other 22 147 5635
Service Terminations, Liquor licence deposits
and other 58 073 51535
Total 1621195 1534723
20.2 Payables-Non-current
Amounts owing to other entities 521 862 522 667
Advances received 332 332
Other payables 1188 077 1131914
Total 1710 271 1654 913
One to two years
Other payables 24 085 -
Total 24 085 -
Two to three years
Other payables 44 292 -
Total 44 292 -
More than three years
Amounts owing to other entities 521 862 -
Advances received 332 -
Other payables 1119700 -
Total 1641 894 -
20.2.1  Advances received
Provincial departments 212 212
Public entities 120 120
Total 332 332
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20.2.2  Other Payables
SASSA - Unallocated receipts, Claims payables and others 24 306 847
Salary related 2479 894
Debt receivable interest and income 1148 507 1117 282
HWSETA 3871 3871
Disallowance and unallocated receipts 302 129
Damaged vehicles 193 572
Appeal deposits 94 62
Payable Adv: For&Int Org Adv Acc 8 232 8 232
Other 93 25
Total 1188 077 1131914
21 Borrowings
Current
Domestic 524 751 784 514 794 981
Foreign 14 579 350 4015 517
Total Current Borrowings 539 331 134 518 810 498
Domestic short-term bonds, debentures and
21.1 other loans
Debt as at 1 April 41 176 085 53 057 774
Created (40 548 024) 4 891 996
Reduced (48 653 061) (57 949 770)
Transfer from long-term 124 660 978 41176 085
Revaluation premium on inflation-linked bonds - 17 568 655
Treasury bills 448 108 840 456 043 275
Other Loans 6 966 6 966
524 751 784 514 794 981
Composition of short-term bonds, treasury
21.1.1  and other loans
Composition of short-term bonds, treasury bills
and other loans
1-day Treasury bills 145170 72 585
91-day Treasury bills 8 684 400 15 334 900
182-day Treasury bills 72 806 380 70 980 300
273-day Treasury bills 149 364 410 154 146 890
365-day Treasury bills 217 108 480 215508 600
Fixed-rate bonds 75907 352 -
Inflation-linked bonds - 55 089 692
Retail Bonds 728 626 3 655 048
Other 6 966 6 966
Total 524 751 784 514 794 981
Foreign short-term bonds, debentures and
21.2 other loans
Debt as at 1 April 1995 428 7 960 585
Created - -
Reduced (1995 428) (7 960 585)
Transfer from long-term 7 115000 1995 428
Revaluation of foreign loans 7 464 350 2020 089
Total 14 579 350 4015 517
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22.1

22.1.1

22.1.2

Non-current Borrowings
Long Term

Domestic

Foreign

Total Long-Term Borrowings

Domestic long-term bonds, debentures and
other loans

Debt as at 1 April

Created

Reduced

Transfer to short-term

Revaluation premium on inflation-linked bonds
Former Regional Authorities

Total

Composition of long-term bonds and other
loans

Fixed-rate bonds

Inflation-linked bonds

Retail bonds

Other

Redemption Analysis
Financial year(s)
2021-2024
2024-2027
2027-2030
2030-2033
2033-2037
2037-2040
2040-2043
2043-2047
2047-2050
2050-2053

3 340 606 978
397 525 143

3028 471 416
388 418 838

3738132121

3 416 890 254

2869 310 493
391 735 340

(124 660 978)
204 183 256
38 867

2305114 325
603 081 075

(38 884 909)
159 122 056
38 867

3 340 606 978

3 028 471 416

2469096 418 2283672537
853 461 582 732 164 384
18 010 111 12 595 628
38 867 38 867

3 340 606 978 3 028 471 416
354 514 013 136 527 981
252 116 504 428 894 756
520 503 999 502 742 471
406 026 877 321 109 449
741 078 517 627 649 359
167 967 264 231905 406
93 381 857 151719 427
319 688 395 309 640 637
485 290 617 280 347 539
68 37 895 525

3 340 568 111

3 028 432 549
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22.2 Foreign long-term bonds and other loans
Debt as at 1 April 350 411 631 260 487 312
Created 31315515 91919 747
Reduced - -
Transfer to short-term (7 115 000) (1995 428)
Revaluation premium on inflation-linked bonds 22 912 997 38 007 207
397 525 143 388 418 838
22.2.1 Redemption analysis
Financial years(s)
2022-2025 21 869 025 36 993 375
2025-2028 131 546 614 120 757 712
2028-2031 78 728 490 73 986 750
2031-2034 - 20716 290
2034-2038 10 934 512 -
2038-2041 15942 677 -
2041-2044 - 16 106 176
2044-2048 34 990 440 29 594 700
2048-2051 103 513 385 90 263 835
397 525 143 388 418 838
22.2.2 Currency analysis
South African Rand 5008 164 5008 164
Euro 8 088 988 8 679 755
Japanese yen - -
Special Drawing Rights 61 495 389 63 986 569
United States dollar 322932 602 310 744 350
397 525 143 388 418 838
23 LIABILITIES IN MULTI-LATERAL INSTITUTIONS
IMF- Securities Account 109 846 566 114 298 475
African Development Bank 122 745 424 55 008 973
New Development Bank 116 634 800 97 662 510
IMF — SDR Allocations 94 924 702 37 441 855
International Bank for Reconstruction and
Development 30 382 549 30 316 748
Multilateral Investment Guarantee Agency 212 408 215 584
Total Multi-lateral Institutions 474 746 449 334 944 145

These liabilities in multi-lateral institutions are revalued at closing exchange rate as at 31 March.

INTERNATIONAL MONETARY FUND-
23.1 SECURITIES ACCOUNT

109 846 566

114 298 475

This commitment represents the balance of securities in the International Monetary Fund's (IMF)
General Resources Account held with the South African Reserve Bank.
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2021/22 2020/21
Notes R'000 R'000

23.2 AFRICAN DEVELOPMENT BANK 122 745 424 55008 973
This commitment represents the callable portion of a country's subscription available to the African
Development Bank to meet its obligations on borrowing of funds or guarantees chargeable.

23.3 NEW DEVELOPMENT BANK 116 634 800 97 662 510
This commitment represents the callable portion of a country's subscription available to New
Development Bank to meet it's obligations on borrowing of funds or guarantees chargeable.
INTERNATIONAL MONETARY FUND - SDR

23.4 ALLOCATIONS 94 924 702 37 441 855
The special drawing rights deposit at the South African Reserve Bank is the Rand equivalent of South
Africa's special drawing right liability towards the International Monetary Fund, in terms of the Finance
and Financial Adjustments Acts, Consolidation Act 11 of 1977.

INTERNATIONAL BANK FOR

23.5 RECONSTRUCTION AND DEVELOPMENT 30 382 549 30 316 748
This commitment represents the callable portion of a country's subscription available to the
International Bank for Reconstruction and Development (IBRD) to meet its obligations for funds
borrowed or loans guaranteed by it.
MULTI-LATERAL INVESTMENT GUARANTEE

23.6 AGENCY 212 408 215 584

This commitment represents the callable portion of a country's subscription available to the Multilateral
Investment Guarantee Agency (MIGA) to meet it's obligations on foreign investment guarantees to
investors that are planning investments in developing member countries.
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2021/22 2020/21

Notes R'000 R'000

Net cash flow available from operating
24 activities
Net surplus/(deficit) as per Statement of
Financial Performance (390 815 373) (641 413 342)
Add back non-cash/cash movements not
deemed operating activities 32 967 959 3 989 464
(Increase)/decrease in receivables — current 21178 492 (12 097 759)
(Increase)/decrease in prepayments and
advances 529 921 (161 756)
(Increase)/decrease in other current assets 109 994 (783 160)
Increase/(decrease) in payables — current (1 061 300) 3 093 668
Proceeds from sale of capital assets (136 301) (124 151)
Proceeds from sale of investments 5568 (319 114)
(Increase)/decrease in other financial assets (6 292) 370
Expenditure on capital assets 15038 180 12 842 008
Surrenders to Revenue Fund (31045 161) (22 960 566)
Surrenders to RDP Fund/Donor (282 185) (404 756)
Voted funds not requested/not received (18 247 495) (21 813 373)
Own revenue included in appropriation - 8136
Other non-cash items 46 884 538 46 709918
Net cash flow generated by operating
activities (357 847 414) (637 423 877)
Reconciliation of cash and cash
25 equivalents for cash flow purposes

Consolidated paymaster General Account (15 055 765) 11763 779
Cash receipts 216 378 85
Disbursements (17 430) (60 840)
Cash on hand 41 476 265 41 782 986
Cash with commercial banks (Local) 135174 253 175 610 922
Cash with commercial banks (Foreign) 85 254 540 93 380 536
Total cash and cash equivalents for cash
flow purposes 247 048 241 322 477 469
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Reconciliation of prior year net surplus to
26 current comparatives
Net surplus as reported in prior year (642 454 209)
Restatement 1115232

84

Restated Net Surplus for the Year

Reconciliation of cash and cash
equivalents reported in prior year and
Restated cash and cash equivalents in the
current year

Cash and cash equivalents as reported in
prior year

Restatement

Restated cash and cash equivalents

Reconciliation of statement of position
reported in prior year and Restated
amounts in current year

ASSETS

Current assets as reported in prior year
Restatement

Restated current assets for the financial
year

Non-current Assets

Non-current assets as reported prior year
Restatement

Restated non-current assets for the
financial year

LIABILITIES

Current liabilities

Current liabilities as reported in prior year:
Restatement

Restated current liabilities for the financial
year

Non-Current Liabilities

Non-current liabilities as reported prior year
Restatement

Restated non-current liabilities for the
financial year

(641 338 977)

342 264 076
18 403

342 282 479

351 188 407
52 927

351 241 334

612 813 808
7294

612 821 102

523 485 150
23 636 210

547 121 360

3755931978

(2 442 666)

3753 489 312




National Treasury |[Consolidated Financial Statements [National Departments, the National Revenue Fund, State Debt and Loan Accounts

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

For the year ended 31 March 2022

2021/22 2020/21
Notes R'000 R'000
NET ASSETS/(LIABILITIES)
Net Liabilities as reported in prior
year (Capital Reserves) 298 148 122
Restatement 12 477
Restated net liabilities for the year 298 160 599
Net Liabilities as reported in prior
year (Recoverable Revenue) 1477 304
Restatement (14 731)
Restated net liabilities for the year 1462 573
Net Liabilities as reported in prior
year (Retained Funds) (3615 040 340)
Restatement (21 131 068)
Restated net liabilities for the year (3636 171 408)
Net Liabilities as reported in prior
year (Total) (3315414 914)
Restatement (21 133 322)
Restated net liabilities for the year (3 336 548 236)
Contingent liabilities and contingent
27 Assets
27.1 Motor vehicle guarantees 176 176
Housing loan guarantees 3037 4 281
Other guarantees 397 041 318 384 729 866
Claims against the department 45 576 057 44 764 160
Other departments (interdepartmental
unconfirmed balances) 3915 841 3031498
Environmental rehabilitation liability 1399 143 1309792
Other 1207 482 723 983
Total 449 143 054 434 563 756
Other
Public Works and QCC 501 129 56 954
Military Pension, Injury on Duty, Special
Pension 416 154 429 194
EOH claim for ABIS project and Other
Claims 167 699 167 699
Construction of Pan African Parliament
and claim for Repatriation Flights 81232 35615
Miscellaneous 41 268 34 521
1207 482 723 983
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Underwritten by government
Development Bank of Southern Africa 5197 819 4928 020
Land and Agricultural Development Bank of
South Africa 1922 676 2480707
South African Reserve Bank 14 575 329 13726 182
Nuclear Energy Corporation of South Africa 20 000 20 000
Telkom SA Ltd 123 028 132013
Industrial Development Corporation of South Africa 129 685 145 059
S.A. National Roads Agency Ltd. 42 023 094 37 378 106
SA Express 19 905 19 905
South African Airways 2761 055 6 748 704
Denel 3 537 886 3430 000
Eskom 313 020 495 298 288 577
Komati Basin Water Authority 368 465 425 625
Trans-Caledon Tunnel Authority 9 584 785 13 255072
Transnet 3757 096 3 757 096
Total 397 041 318 384 735 065

The National Government furnishes guarantees to various institutions. The guarantees furnished to
parastatal institutions are disclosed under the relevant functional government departments. These
guarantees will realise as liabilities to the State only if the institutions on whose behalf the guarantees

were furnished, are unable to meet their commitments.

It is not possible to determine the portion of these guarantees which will realise as liabilities to the
National Government. Amounts guaranteed and the interests thereon if also guaranteed, are

disclosed.
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Notes R'000 R'000
Road Accident Fund 24 928 214 29 572 408
This represents the underfunding of the Fund's
future commitment in respect of claims against
the Fund according to the actuarial valuation.
Actuarial valuations are conducted every year.
Export Credit Insurance Corporation of
South Africa Ltd 10 622 745 16 336 775
The Export Credit Insurance Corporation of
South Africa Ltd and its predecessor, the
Credit Guarantee Insurance Corporation of
Africa Ltd, provide export credit and foreign
investment cover to South African exporters. In
terms of the Export Credit and Foreign
Investment Act, 1957, as amended, the
Government of South Africa acts as a
guarantor for the liabilities of the company. The
Government's commitment represents the net
of the total underwriting exposure of the
company and its total assets.
South African Reserve Bank (SARB) 111 446 111 446
This contingent liability in respect of old
coinage still in circulation is limited to 73,67%
of the net cost of disposal of the old coins when
they are returned to the SARB. A portion of the
coinage will probably never be returned. The
Government's related costs are set-off against
surpluses of the SARB paid to Government.
The SARB raises the full liabilities foe old
coinage in their books.

27.2 Contingent Assets

Assets seized by AFU 13010 13010
SABC Recapitalisation and Administration fines 2700 3203 325
Agency Services disputed claims and Expired ration
Packs 28 837 967 744
Penalties levied by DHA to EOH for ABIS
project 65 394 59 492
Giyani Project 3520499 3185971
Claims 483 033 255624
Recoverable costs 45423 34 242
Service Providers and Breach of Contract 93 253 52 097
Damages to Property and Losses 98 674 102 283
GFECRA 314 283 429 315584 260
Total 318 634 252 323 458 049
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28.1

28.2

29

Post-retirement benefit
Post-employment Health Care Fund

Post-retirement medical assistance

This contingent liability is the estimated
present value of the State's future commitment
in respect of government employees; post-
employment medical assistance (including all
active employees and Continuation and
Widower members). It is important to note that
Pol-med members have been excluded from
the actuarial valuation.

Pension funds

Governments Employees Pension Fund
This commitment represents the underfunding
of the pension fund according to the most
recent  actuarial  valuations.  Actuarial
valuations are conducted at least every three
years.

Funding Levels

Government Employees Pension Fund
Temporary Employees Pension Fund
Associated Institutions Pension Fund

Valuation Dates

Government Employees Pension Fund
Temporary Employees Pension Fund
Associated Institutions Pension Fund

Government Employees Pension Fund
balance of assets after contingency reserves is
(R706 013) million and the Temporary
Employees and the Associated Pension Fund
are in surplus(deficit) after reserves with R62,6
million and R5,764 million respectively.

Capital Commitments

Buildings and other fixed structures
Heritage assets

Machinery and equipment
Specialised military assets

Land and subsoil assets

Biological assets

Intangible assets

Total Commitments

69 938 325 |

69 938 325 |

110%
116%
153%

31 March 2021
31 March 2021
31 March 2021

110%
116%
153%

31 March 2021
31 March 2021
31 March 2021

13 525 169 12 254 858
16 098 24723
1588 177 1384 338
9187 380 10 214 528
9 657

15 389 12 252

274 045 335 345
24 606 268 24 226 701
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R'000 R'000
30 Accruals and Payable not recognised

Accruals not recognised
Goods and services 3108 758 2177 313
Interest and rent on land 3390 3388
Transfers and subsidies 1016 261 814 625
Capital assets 567 109 437 580
Other 114 337 116 381
Total 4 809 855 3 549 287
30 Days
Accruals not recognised
Goods and services 1959 112
Interest and rent on land 3390
Transfers and subsidies 371 019
Capital assets 354 524
Other 26 192
Total 2714 236
30+ Days
Accruals not recognised
Goods and services 1145747
Transfers and subsidies 645 242
Capital assets 212 585
Other 88 145
Total 2 095 619
Payables not recognised
Goods and services 1163 855 1 646 396
Interest and rent on land 44 174 32 046
Transfers and subsidies 85 871 218 639
Capital assets 546 633 519 202
Other 19178 4788
Total 1859 711 2421071
30 Days
Payables not recognised
Goods and services 681 510
Interest and rent on land 41 622
Transfers and subsidies 75 976
Capital assets 394 540
Other 15 639
Total 1209 287
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30+ Days
Payables not recognised
Goods and services 482 345
Interest and rent on land 2 552
Transfers and subsidies 9 895
Capital assets 152 093
Other 3539
Total 650 424
Confirmed balances
Confirmed balances with departments 434 170 506 363
Confirmed balances with other government entities 592 313 547 137
Total 1026 483 1053 500
31 Employee benefits
Leave entitlement 8 045 136 9 552 223
Service bonus 4 757 535 4705 208
Performance awards 24 287 283 944
Capped leave 5929 046 6 539 459
Other 616 801 518 027
Total 19 372 805 21 598 861
32 Lease commitments
32.1  Operating lease expenditure
Buildings
and other Machinery
Specialised fixed and
2021/2022 military assets Land structures equipment Total
R'000 R'000 R'000 R'000 R'000
Not later than 1 year - 37 915 2 476 985 251 419 2766 319
Later than 1 year and not later
than 5 years - 32 311 4411 640 139 294 4 583 244
Later than five years - 46 414 443 088 - 489 502
Total lease commitments - 116 640 7331712 390 713 7 839 065
Buildings
and other Machinery
Specialised fixed and
2020/2021 military assets Land structures equipment Total
R'000 R'000 R'000 R'000 R'000
Not later than 1 year - 37 253 2 096 934 335915 2470102
Later than 1 year and not later
than 5 years - 102 987 3 650 968 153 153 3907 108
Later than five years - 49 026 646 441 - 695 467
Total lease commitments - 189 265 6 394 343 489 068 7 072 676
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32.2 Finance lease expenditure
Buildings and
Specialised other fixed Machinery and
2021 /2022 military assets Land structures equipment Total
R'000 R'000 R'000 R'000 R'000
Not later than 1 year - - - 200 519 200 519
Later than 1 year
and not later than 5
years - - - 134 800 134 800
Later than five years - - - - -
Total lease
commitments - - - 335 320 335 320
Buildings and
Specialised other fixed Machinery and
2020/ 2021 military assets Land structures equipment Total
R'000 R'000 R'000 R'000 R'000
Not later than 1 year - - - 245 254 245 254
Later than 1 year
and not later than 5
years - - - 177 280 177 280
Later than five years - - - - -
Total lease
commitments - - - 422 534 422 534
32.3 Operating lease revenue
Buildings and
Specialised other fixed Machinery and
2021/ 2022 military assets Land structures equipment Total
R'000 R'000 R'000 R'000 R'000
Not later than 1 year - 7228 - - 7228
Later than 1 year
and not later than 5
years - 43 498 - - 43 498
Later than five years - 2 150 888 - - 2 150 888
Total operating
lease revenue
receivable - 2201614 - - 2201614
Buildings and
Specialised other fixed Machinery and
2020/ 2021 military assets Land structures equipment Total
R'000 R'000 R'000 R'000 R'000
Not later than 1 year - 5817 - - 5817
Later than 1 year
and not later than 5
years - 30630 - - 30 630
Later than five years - 1989 871 - - 1989 871
Total operating
lease revenue
receivable - 2 026 318 - - 2 026 318
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Notes R'000 R'000
33 Accrued departmental revenue
Sales of goods and services other than capital assets 2129 816 46 040
Fines, penalties and forfeits 240 902 216 781
Interest, dividends and rent on land 962 604 1136 586
Sale of capital assets - 1
Transactions in financial assets and liabilities 36 998 27 457
Transfers received (incl conditional grants to be repaid
by prov depts) 157 750 164 652
Other 41 406 44 299
Total 3 569 476 1635816
Analysis of accrued departmental revenue
Opening balance 1634 672 1409 626
Less: Amounts received 1231072 1235 469
Less: Services received in lieu of cash 2149 3629
Add: Amounts recognised 3196 824 1505 119
Less: Amounts written-off/reversed as irrecoverable 28 808 38 955
Other 9 (876)
Closing balance 3 569 476 1635 816
Accrued department revenue written off
Trade and Lease Debtors 1297 2082
Fines Retracted 330 585
Penalty imposed by the United Nations 27 181 35 080
Total 28 808 37747
Impairment of accrued departmental revenue
Estimate of impairment of accrued departmental
revenue 681 149 612 074
Total 681 149 612 074
34 Irregular expenditure
34.1 Reconciliation of irregular expenditure

Opening balance 50 033 780 38 835 354
Prior period error - 1319 008
As restated 50 033 780 40 154 362
Add: Irregular expenditure - relating to prior year 2660 759 4884 135
Add: Irregular expenditure - relating to current year 7 255 693 5243 212
Less: Prior year amounts condoned (1677 073) (155 287)
Less: Current year amounts condoned (198 668) (26 018)
Less: Prior year amounts not condoned and removed (276 296) (60 676)
Less: Current year amounts not condoned and
removed (225) (5 405)
Less: Amounts recoverable (current and prior year) (1 595) (543)
Less: Amounts written off (117) -
Irregular expenditure awaiting condonation 57 796 258 50 033 780
Analysis of awaiting condonation per age
classification
Current Year 7163 918 9 067 069
Prior Years 50 632 340 40 966 711
Total 57 796 258 50 033 780
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2021/22 2020/21
Notes R'000 R'000
34.2 Prior period error
Nature of prior period error
Relating to 2020/21 (affecting the opening balance) 1319008
SCM Non-compliance 302 657
Payments made 2137
Procurement of Goods and Services 1014 214
Relating to 2020/21 889 359
SCM Non-compliance 93 802
Invoices Paid for Vehicles service and repairs and PPE 273 029
Procurement of Goods and Services/Tax requirements not
complied with 522 528
Total 2 208 367
35 Fruitless and wasteful expenditure
35.1 Reconciliation of fruitless and wasteful expenditure
Opening balance 1630 706 1703 247
Prior period error - (197 884)
As restated 1630 706 1505 363
Fruitless and wasteful expenditure — relating to prior year 35963 55 881
Fruitless and wasteful expenditure — relating to current year 100 177 121 849
Less: Amounts condoned (2759) (24 041)
Less: Amounts transferred to receivables for recovery (85 375) (28 346)
Fruitless and wasteful expenditure awaiting condonement 1678712 1630 706
35.2 Prior period error
Nature of prior period error
Relating to 2020/21 (affecting the opening balance) (197 884)
IFMS restatement, NRM and EPIP implementing entities (240 851)
Waterboards 38 458
Overpayments 4 509
Relating to 2020/21 (8 475)
Interest paid (8474)
Interest on claims against the state (49)
Penalties on licence fees 48
Total (206 359)
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36 Related-party transactions
Revenue received (paid)
Interest, dividends and rent on land 51425 44 842
Transactions in financial assets and liabilities 18 133 20 160
Total 69 558 65 002
Payments made
Compensation of employees 311674 284 160
Goods and services 1112 548 907 419
Expenditure for capital assets - 14 576
Payments for financial assets 38 851 872 80 028 295
Transfers and subsidies 15404 95 753
Total 40 291 498 81 330 203
Year end balances arising from
revenue/payments
Receivables from related parties 17 659 18 199
Payables to related parties 14 566 12 222
Total 32 225 30 421
Loans to/from related parties
Non-interest bearing loans to/(from) - 1351130
Interest bearing loans to/(from) 27 391 27 391
Total 27 391 1378 521
Guarantees issued
Mineral Resources and Energy - Necsa 20 000 20 000
Communications and Digital Technologies-
Guarantees 279 927 300 371
Transport: SA National Roads Agency (SOC) Ltd 42 023 094 37 378 106
National Treasury - Land Bank 1887 971 2 305637
National Treasury - Development Bank of
Southern Africa 5197 819 4 894 926
National Treasury - South African Reserved Bank 14 575 329 13 468 402
Public Enterprises: Guarantees 34 333 691 14 619 528
Trade Industry and Competition: Guarantees 129 685 145 059
Total 98 447 516 73 132 029
In kind goods and services provided/received
Sentech Connectivity for 20 Sites - 2000
CBDA and GTAC Professional Services and
Office Space 23726 27 747
Justice Goods and Services & Compensation of
Employees 97 923 104 820
Agriculture, Land Reform and Rural Development (87 556) (97 982)
Office of Chief Justice 11278 8 150
Higher Education (19 862) (10 811)
GTAC Goods and Services 107 1323
Total 25616 35 247
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37 Key management personnel
37.1 Description
Political office bearers 137 001 131 431
Officials: 20 069 18 834
Salary level 15 to 16 741 400 728 881
Salary level 14 1211823 1206 147
Salary level 13 225777 221 826
Family members of key management personnel 43 862 45 271
Total 2379 931 2 352 390
Description
Speaker to Parliament/the Legislature 5622 5650
Deputy Speaker to Parliament/the Legislature 3 956 3 956
Secretary to Parliament/ the Legislature 4961 5021
Deputy Secretary 2338 2272
Chief Financial Officer 2033 2 365
Legal Advisor 2285 2219
Other 54 494 47 727
Total 75 689 69 210
38 Public Private Partnership

Concession fee received
Other fees received - - |
Unitary fee paid 2 256 830 2262 514
Fixed component 799 134 776 257
Indexed component 1457 696 1486 257
Analysis of indexed component 1457 696 1486 257
Goods and Services (excluding lease payments) 1332344 1 364 689
Operating leases 346 5028
Interest 125 006 116 540
Capital/ (Liabilities) 2 336 559 2 046 445
Property 2279 089 1988 975
Plant and equipment 57 470 57 470
Loans
Other 50 725 53 416
Prepayments and advances 4 249
Other Obligations 50 725 49 167
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39 Impairment
Staff debtors 35102 26 099
Other debtors 2001 2518
Other Material Losses 41 412 42 917
78 515 71534
40 Provisions
Legal and related claims 413 603 454 643
Parliament 1674 764 1825 448
ASIDI Retentions 207 956 168 533
Armscor 207 996 488 625
Curators 192 769 200 796
Environmental Liability - Aviation fuel contamination 156 219 156 219
Military and Special Pension 64 686 59 107
EPIP and other Retention Fees 94 170 96 114
Social Assistance Debtors over recovery 14 888 16 080
SEIF (Product markets) 55923
Other 26 200 52 436
Total 3109174 3518 001
40.1 Reconciliation in movement in provisions — 2021/22
Claims and Environment
Admin and related Fees Other TOTAL
R’000 R’000 R’000 R’000 R’000
Opening balance 1970 766 503 269 679 092 364 874 3518 001
Increase in provision 227 812 273 359 96 689 26 802 624 662
Settlement of provision (360 161) (168 306) (42 257) (184 841) (755 565)
Unused amount reversed (2 891) (20 870) (708) (24 469)
Change in provision due
to change in estimation of
inputs (571) 45 220 (298 104) (253 455)
Closing balance 1834 955 632 672 434712 206 835 3109 174
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40.2  Reconciliation in movement in provisions — 2020/21

Claims and Environment

Admin and related Fees Other TOTAL
R’000 R’000 R’000 R’000 R’000
Opening balance 2164 822 558 890 953 348 352 651 4029 711
Increase in provision 268 125 93 260 36 903 44 373 442 661
Settlement of provision (330 649) (109 559) (114 955) (28 664) (583 827)
Unused amount reversed (22 758) (57 429) (80 187)
Reimbursement expected from
third party (123 234) (123 234)
Change in provision due to
change in estimation of inputs (108 774) 18 107 (73.120) (3 336) 167 123
Closing balance 1970 766 503 269 678 942 365 024 3 518 001
41 Movable Tangible Capital Assets

MOVEMENT IN MOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE

41.1  YEAR ENDED 31 MARCH 2022

Opening Value Closing
balance adjustments Additions Disposals balance
R'000 R'000 R'000 R'000 R'000
HERITAGE ASSETS 334 307 - 1000 93 335 214
Heritage assets 334 307 ] 1000 93] 335214
MACHINERY AND
EQUIPMENT 54 309 269 - 4 404 611 1371872 57 342 007
Transport assets 25 353 550 - 2 348 668 782 551 26 919 667
Computer equipment 10 062 800 - 1071697 324 858 10 809 640
Furniture and office equipment 2417 208 - 124 490 40 146 2501 551
Other machinery and
equipment 16 475 711 - 859 756 224 317 17 111 149
SPECIALISED MILITARY
ASSETS 50 023 048 - 37978 - 50 061 026
Specialised military assets | 50023048 ] 37978 -|  50061026]
BIOLOGICAL ASSETS 898 115 (44 765) 19015 26 438 845 927
Biological assets | 898 115 (44 765) 19 015 26 438] 845 927 |
TOTAL MOVABLE TANGIBLE
CAPITAL ASSETS 105 564 739 (44 765) 4 462 604 1 398 403 108 584 175
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MOVEMENT IN MOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE

41.2 YEAR ENDED 31 MARCH 2021

Opening Prior Period Closing
balance Error Additions Disposals balance
R'000 R'000 R'000 R'000 R'000
HERITAGE ASSETS 332763 (157) 1898 197 334 307
Heritage assets | 332 763 (157) 1898 197]  334307]
MACHINERY AND EQUIPMENT 49 607 246 348 637 5573709 1220323 54 309 269
Transport assets 23483 192 7011 2665 157 801810| 25353550
Computer equipment 8631608 68 318 1516 837 153 963| 10062 800
Furniture and office equipment 2209 630 1553 235933 29 908 2417 208
Other machinery and equipment 15 282 817 271 755 1155782 234 643| 16475711
SPECIALISED MILITARY
ASSETS 49 650 032 352 350 20 666 - 50023 048
Specialised military assets | 49 650 032 352 350 20 666 - | 50 023 048 |
BIOLOGICAL ASSETS 307 915 3 836 1567 244 980 880 898 115
Biological assets | 307 915 3836 1567 244 980 880 | 898 115|
TOTAL MOVABLE TANGIBLE
CAPITAL ASSETS 99 897 956 704 666 7163 517 2201400 105564 739
42 Minor assets

MOVEMENT IN MINOR ASSETS PER THE ASSET REGISTER FOR THE YEAR ENDED 31 MARCH

42.1 2022
Machinery
Specialised Intangible Heritage and Biological

military assets assets assets equipment assets Total
R'000 R'000 R'000 R'000 R'000 R'000
Opening balance - 11038 5323 5546 329 13852 5576 542
Value adjustments - - - - (1068) (1 068)
Additions - 41 - 381 543 6 861 388 445
Disposals - 381 23 152 971 3897 157 272

TOTAL MINOR
ASSETS - 10 698 5300 5774900 15748 5 806 646
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MOVEMENT IN MINOR ASSETS PER THE ASSET REGISTER FOR THE YEAR ENDED 31 MARCH

43

42.2 2021
Specialised Machinery
military Intangible Heritage and Biological
assets assets assets equipment assets Total
R'000 R'000 R'000 R'000 R'000 R'000
Opening balance - 13 426 5319 4959 173 17 109 4995 027
Value adjustments - (2 487) - 41953 (13 437) 26 029
Additions - 137 4 614 719 15987 630 847
Disposals - 38 - 69 516 5 807 75 361
TOTAL MINOR
ASSETS - 11 038 5323 5 546 329 13 852 5 576 542
42.3 MOVABLE ASSETS WRITTEN OFF FOR THE YEAR ENDED 31 MARCH 2022
Specialised Machinery
military Intangible Heritage and Biological
assets assets assets equipment assets Total
R'000 R'000 R'000 R'000 R'000 R'000
Assets written off 793 - 76 1018 568 23685 1043122
793 - 76 1018 568 23685 1043122
42.4 MOVABLE ASSETS WRITTEN OFF FOR THE YEAR ENDED 31 MARCH 2021
Specialised Machinery
military  Intangible Heritage and Biological
assets assets assets equipment assets Total
R'000 R'000 R'000 R'000 R'000 R'000
Assets written off 2 4 - 952 923 29788 982 717
2 4 - 952 923 29788 982 717

Intangible Capital Assets
MOVEMENT IN INTANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR ENDED
43.1 31 MARCH 2022
Opening Value Closing
balance adjustments Additions Disposals balance
R'000 R'000 R'000 R'000 R'000
Software 8689 474 - 572 695 407 827 8 854 341
Mastheads and Publishing titles 36 - - - 36
Patents, Licences, Copyright,
Brand names, Trademarks 21674 - 32 641 - 54 315
Recipes, Formulae, Prototypes,
Designs, Models 4 504 760 - 292 495 - 4797255
Services and Operating rights - - - - -
TOTAL INTANGIBLE CAPITAL
ASSETS 13 215 944 - 897 831 407 827 13 705 947
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MOVEMENT IN INTANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR ENDED
43.2 31 MARCH 2021

Opening Prior Period Closing
balance Error Additions Disposals balance
R'000 R'000 R'000 R'000 R'000
Software 8451718 (317 036) 564 035 9243 8689474
Mastheads and Publishing titles 36 - - - 36
Patents, Licences, Copyright, Brand
names, Trademarks 8 086 9 13 579 - 21674
Recipes, Formulae, Prototypes,
Designs, Models 4044 763 120994 339003 - 4504760
Services and Operating rights 382 - - 382 -
TOTAL INTANGIBLE CAPITAL
ASSETS 12 504 985 (196 033) 916 617 9625 13215944
44 Immovable Tangible Capital Assets

MOVEMENT IN IMMOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE
44.1 YEAR ENDED 31 MARCH 2022

Opening Value Closing
balance adjustments Additions Disposals balance
R'000 R'000 R'000 R'000 R'000

BUILDINGS AND OTHER FIXED
STRUCTURES 48 970 542 - 5432322 1401081 53001783
Dwellings 3752978 - 39689 34 675| 3757992
Non-residential buildings 24 838 271 - 2852479 806 995 | 26 883 755
Other fixed structures 20 379 293 - 2540154 559 41122 360 036
HERITAGE ASSETS 3 033 905 - 9458 1173 3042190
Heritage assets | 3033905 - 9 458 1173] 3042 190]
LAND AND SUBSOIL ASSETS 14 155 642 - 198 539 448 993 13 905 188

198 539 448 993| 13 905 188

Land 14 155 642
Mineral and similar non-
regenerative resources - - - - -

TOTAL IMMOVABLE TANGIBLE
CAPITAL ASSETS 66 160 089 - 5640319 1851247 69 949 161
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MOVEMENT IN IMMOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE

44.2 YEAR ENDED 31 MARCH 2021
Opening Prior Period Closing
balance Error  Additions Disposals balance
R'000 R'000 R'000 R'000 R'000
BUILDINGS AND OTHER
FIXED STRUCTURES 46 247 464 1234 626 4 098 624 2604 624 48976 090
Dwellings 3768 183 (49 130) 39519 5594 3752978
Non-residential buildings 24 537 618 105 056 1 858 565 1662 968| 24 838 271
Other fixed structures 17 941 664 1178 700 2200 539 936 062| 20 384 841
HERITAGE ASSETS 3 059 486 - 1081 26 662 3033 905
Heritage assets 3 059 486 - 1081 26662 3033905]
LAND AND SUBSOIL ASSETS 13 113 567 - 1054 235 12160 14 155642
Land 13 113 567 - 1054 235 12160| 14 155642
Mineral and similar non-
regenerative resources - - - - -
TOTAL IMMOVABLE
TANGIBLE CAPITAL ASSETS 62 420 517 1234 626 5153 940 2643446 66 165 637
44.3 CAPITAL WORK-IN-PROGRESS AS AT 31 MARCH 2022
Ready for use
Opening (Assets to the Closing
Balance Current Year AR)/ Contracts Balance
1 April 2021 WIP terminated 31 March 2022
R'000 R'000 R'000 R'000
Heritage assets 390 271 11 847 402 118
Buildings and other
fixed structures 29 636 569 6 863 244 4 239 291 32 260 522
Machinery and
equipment 34 482 3255 2490 35 247
Specialised military
assets 12 686 611 1459 785 14 146 396
Intangible assets 981 463 76 913 80 968 977 408
TOTAL 43 729 396 8 415 044 4322749 47 821 691
44.5 Accruals and payables not recognised relating to Capital WIP
2021/22 2020/21
R'000 R'000
Amounts relating to progress certificates received but not
paid at year end and therefore not included in capital work-
in-progress 256 776 298 183
TOTAL 256 776 298 183
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CAPITAL WORK-IN-PROGRESS AS AT 31
44.6 MARCH 2021

Ready for
use (Assets Closing
Opening Prior period to the AR) / Balance
Balance error Current Year Contracts 31 March
1 April 2020 wIP terminated 2021
R'000 R’000 R'000 R'000 R'000
Heritage assets 321752 68 519 390 271
Buildings and other
fixed structures 28 624 538 (2 062 534) 6 223 969 3 149 404 29 636 569
Machinery and
equipment 34 482 34 482
Specialised military
assets 11 522 051 37 847 1126 713 12 686 611
Intangible assets 487 634 426 740 92 745 25 656 981 463
TOTAL 40 955 975 (1 597 947) 7 546 428 3175060 43 729 396
2021/22 2020/21
Notes R'000 R'000
45 Agent-principal arrangements
45.1  Department acting as the principal
Cooperative Governance - CWP Implementing
Agents and DBSA 207 308 293 165
Public Works and Infrastructure - Independent
Development Trust 46 624 33818
Public Works and Infrastructure - International
Labour Organisation 981 1159
Agriculture, Land Reform and Rural Development -
Nkosi Sabelo Incorp, Vodacom, Landbank and other 71577 33985
Environment, Forestry and Fisheries - Postbank
and Nedbank 351 2030
Transport - Taxi relief scheme and Cost of Taxi
Scrapped 1368 979
Transport - Anthus Services 84 and other 5130 167 871
Correctional Services - IDT and DBSA 4 656
National Treasury - Government Pension
Administration Agency 59 832 59 716
National Treasury - GTAC and DBSA 5189 6 643
Sports, Arts and Culture 1079 616
Basic Education - Mvula Trust, DBSA,
Independent Development Trust and Other 134 217 120 075
Tourism 27 000
Science and Innovation 309
Health - DBSA and CDC 61440 34742
Social Development 122 712
Total 598 506 2150 820
45.2 Department acting as the agent
Revenue received for agency activities
National Skills Fund 6 876 8018
Total 6 876 8 018
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2021/22 2020/21
Notes R'000 R'000
46 Prior period errors

Correction of prior period error for secondary information
Revenue: (e.g. Annual Appropriation,
Departmental Revenue, Aid assistance, etc.)
Salaries and Wages (2427)
Goods and Services 2427
Receivables (726)
Related Party Transactions (16 052)
Principal Agents (1 840)
Conditional Grants Received (883)
Accrued Revenue 37783
Impairment 37 783
Final Appropriation 410 298
Appropriation received (2139 443)
Statutory Appropriation (410 298)
CFS Surrendered to Revenue Fund 5969
Net working capital Adjustment (5969)
Transfers 2282 838
Net effect on the note 199 460

Expenditure: (e.g. Compensation of employees, Goods and services, Tangible capital assets,

etc.)

Compensation of Employees
Communication

Computer services
Consultants

Contingent liability
Expenditure for capital assets
Goods and services
Transfers

Net effect on the note

Assets: (e.g. Receivables, Investments, Accrued
departmental revenue, Movable tangible capital assets,
etc.)

Minor assets

Loans

Contingent Assets

Accrued departmental revenue

Prepayments and advances

Moveable Tangible capital assets

Immoveable tangible capital assets

Intangible capital assets

capital work in progress

Receivables

Operating revenue

Inventory

Computer service

Net effect on the note

8029
(559)

6 583
2427
210 277
31 461
(275 627)
507

(16 902)

27 237
12 477

48 026

25 808

37 103

366 180
(766 834)
32 627
(1815 093)
(382 014)
79 211
(700)

5

(2 335 967)
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2021/22 2020/21
Notes R'000 R'000
Liabilities: (e.g. Payables current, Voted funds to be
surrendered, Commitments, Provisions, etc.)
Voted funds to be surrendered (65 817)
Employee Benefits: 26 172
Revenue to be surrendered (27 125)
Payables (49 748)
Contingent liabilities 1293 865
Contingent assets 2313
Commitments 577 932
State Guarantees Housing (70)
Leases 447 925
Provisions 29 640
Accruals 58 673
Net effect on the note 2293 760
2021/22 2020/21
Notes R'000 R'000
Other: (e.g. Irregular expenditure, fruitless and wasteful
expenditure, etc.)
irregular 1504 365
fruitless (210 061)
Moveable assets (378 265)
Minor assets (2430)
Accrued department revenue (305)
Immoveable assets 17 197
Donations in Kind 1350
Related Party Transactions 141 648
Principal Agent Arrangements (502 052)
Contingent liabilities 636 932
Lease commitments (11)
Key management Personell (1135)
Capital commitments (23 310)
Provisions 43 961
Net effect on the note 1227 884
47 Inventory
Opening balance 20176 21503
Add/(less): Adjustment to prior year balances (700) (88)
Add: Additions/Purchases - Cash 892 014 769 509
Add: Additions - Non-Cash 185 -
(Less): Issues (849 870) (770 748)
Add/(less): Adjustments (1) -
Closing balance 61 804 20 176
48 Departures and Exemptions

The Minister of Finance granted exemption in terms of Section 92 of the PFMA for the National Treasury
from the provisions of section 8(1) of the PFMA to the extent that it requires preparing one set of
consolidated AFS for national departments and public entities. Due to the significantly different accounting
bases being applied (modified cash and accrual), the Minister has now allowed the National Treasury to
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prepare separate sets of consolidated financial statements for departments and public entities
respectively.

Financial Sustainability

Government expenditure has for the past few years exceeded its revenue base. The medium-term fiscal
strategy prioritises the achieving of fiscal sustainability by narrowing the budget deficit and stabilising debt,
increasing spending on policy priorities such as security and infrastructure, thereby promoting economic
growth and reducing fiscal and economic risks, including through targeted support to key public entities
and building fiscal buffers for future shocks. Any large permanent increases in spending must be matched
by permanent increases in revenue or reductions in spending elsewhere, including suspending or
terminating programmes.

Risks to the global and domestic outlook remain elevated. South Africa needs to restore the health of its
public finances during a global slowdown marked by high levels of economic risk and fiscal distress,
particularly for developing countries. Many of the global and domestic risks to the economic outlook
outlined in the 2022 Budget materialised, including slower global growth, higher levels of inflation,
accelerating interest rate increases and intensified power supply interruptions. The International Monetary
Fund has revised global growth estimates downwards for both 2022 and 2023. The Russia-Ukraine war
(and subsequent sanctions) and energy disruptions to Europe have renewed the surge in global inflation
which erodes purchasing power, leading to higher interest rates and discouraging and delaying
investment and hiring. Lower global growth means lower external demand threatening the pace of
economic growth in South Africa.

A strong fiscal strategy will reduce the risks to the economy and the public finances over the medium
term. A clear and stable macroeconomic framework lays a foundation for a growing economy. South Africa
is also doing everything necessary to prevent grey-listing by the international standard-setting body that
oversees global compliance with anti-money laundering rules, namely the Financial Action Task Force.
We have tabled two bills in Parliament aimed at addressing weaknesses in our legislative framework. All
of this will contribute to a flexible exchange rate, low and stable inflation and a sustainable fiscal policy.

Urgent action is required to mitigate risks and accelerate growth-enhancing reforms, especially to boost
electricity supply. Domestically, increased power cuts will compromise an already fragile and recovering
economy. Conversely, accelerating the implementation of energy reforms could mitigate the adverse
effects of load-shedding and support higher business confidence and investment. Industrial action in the
ports and rail sector could constrain economic activity and reduce South Africa’s competitiveness. A
deterioration of the fiscal outlook due to unfunded spending pressures or the materialisation of contingent
liabilities and the weak financial position of several state-owned companies that rely on government
support to operate could increase borrowing costs, and crowd out both private and public investment.

The higher-than-anticipated revenues will be used to reduce the gross borrowing requirement, support
spending priorities and reduce risks to the fiscal outlook. Lifted by better-than-expected revenues and
expenditure discipline, the fiscal position is stronger. The unallocated and contingency reserves cushion
the fiscal framework from fiscal risks that may materialise over the medium term. The unallocated reserve
is increased by R11.3 billion to R41.3 billion in 2024/25. The contingency reserve has also been increased
by R2 billion over the next two years. As a result of determined and disciplined budgeting, supported by
favourable revenue dynamics, government expects to achieve a primary budget surplus in 2023/24. Gross
debt is now projected to stabilise at 71.4 per cent of GDP in 2022/23 much more quickly than previously
expected.

During 2022, the global funding environment has been characterised by elevated risk aversion and sharp
increases in risk premia. Over the medium term, government will need to manage large redemptions,
reflected in the gross borrowing requirement, which has been revised down from R484.5 billion at the time
of the 2022 Budget to R411.2 billion in 2022/23. Over the medium term, the gross borrowing requirement
will average R445.7 billion, which puts the gross borrowing requirement medium term path at pre-COVID
levels. Long-term borrowing in the domestic bond market will decline from R330.4 billion estimated in the
2022 Budget to R299.4 billion in 2022/23, averaging R312.4 billion over the medium term. Gross loan
debt is expected to increase from R4.75 trillion in 2022/23 to R5.61 trillion in 2025/26, driven mainly by the
budget balance and fluctuations in the interest, inflation and exchange rates
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Consolidated government spending is projected to increase from R2.21 trillion in 2022/23 to R2.48 trillion
in 2025/26, growing at an annual rate of 4 per cent. The consolidated budget deficit is projected to narrow
from 4.9 per cent of GDP in 2022/23 to 3.2 per cent of GDP in 2025/26.

The strategic goal of this government is to reduce poverty, inequality and unemployment, in pursuit of a
better life for all. Government is working to improve the efficiency of spending and remains committed to
returning the public finances to a sustainable position. Government plays an important role in ensuring
that the overarching regulatory environment and the provision of critical public goods and services are
supportive of inclusive and sustainable growth. The state must boost its capacity to prioritise, sequence
and coordinate interventions through adaptable policymaking and institutions that are accountable and
capable, with the ability to make choices where trade-offs arise.

Subsequent Events

In October 2022 the Minister of Finance announced an additional allocation in the Second Special
Appropriation Bill (2022) totalling R30 billion which was specifically and exclusively appropriated for the
following:

* R3,4 billion to Denel Limited for the implementation of the turnaround plan.

* R2,9 billion to Transnet Limited for the acceleration of repair and maintenance of locomotives.

» R23,7 billion to the South African National Roads Agency Limited for debt redemption fund.

In the 2022 MTBPS, the gross borrowing requirement for 2022/23 was projected to be R411.2 billion. As
at 31 October 2022, a total R11.4 billion was raised through net domestic short-term loans, R210.0 billion
was raised through net domestic long-term loans (inclusive of redemptions and switches) and a foreign
market loan of US$3.1 billion (equivalent to R46.6 billion). In addition, government received a euro loan
of €391 million (equivalent to R6.8 billion).

The foreign market loan was raised in two tranches comprising US$1.4 billion from 10-year notes
(maturing in 2032) as well as US$1.6 billion from 30-year notes (maturing in 2052).

Government received a further US$100 million (equivalent to R1.485 billion) disbursement from the New
Development Bank (NDB) under the NDB National Non-Toll Road Management Programme Loan
Agreement, Tranche B maturing in 2046.

In addition, government also received a €391 million Covid-19 Emergency Response Project Loan from
The World Bank. This loan was issued in two tranches, raising €238 million (equivalent to R4.130 billion)
received on 16th September 2022 and €153 million (equivalent to R2.661 billion) received on 22nd
September 2022; both maturing in November 2035.

In the 2022 MTBPS, it was also announced that government plans to take over a portion of Eskom’s R400
billion debt in order to allow the entity to implement planned capital investment and critical maintenance
and ensure that Eskom no longer relies on government bailouts. The National Treasury is leading a
process to finalise the debt relief programme and specific details on this programme will be announced in
the 2023 Budget.

On 20 May 2022, S&P revised South Africa’s credit rating outlook to positive from stable, while affirming
the long term foreign and local currency debt ratings at ‘BB-’ and ‘BB’, respectively. According to S&P,
recent favourable terms of trade in South Africa have improved the external and fiscal trajectory, while the
country's reasonably large net external asset position, flexible currency and deep domestic capital
markets provide strong buffers against shifts in external financing. In addition, the agency expects South
Africa to post a current account surplus in 2022 for the third consecutive year, as prices for key metals
and mining exports have risen significantly since the start of the Russia-Ukraine conflict.

On 7 July 2022, Fitch affirmed South Africa’s long term foreign and local currency debt ratings at ‘BB-’
and maintained a stable outlook. The affirmation takes into consideration that government’s debt trajectory
is lower than previously anticipated as well as recent improvements in several key credit metrics, including
the current account balance. However, the agency anticipates debt stabilisation to remain a challenge.
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Financial Risk Management

Market Risk

Government’s debt portfolio during 2021/22 was assessed for the eighth year against the strategic risk
benchmarks which were implemented in 2014/15. Government’s funding programme was monitored
against these benchmarks to assess the impact on refinancing, inflation and currency risks.

Strategic portfolio risk benchmarks

Description Range or limit
Treasury bills as % of domestic debt 15
Long-term debt maturing in 5 years as % of fixed-rate and inflation-linked o5
bonds

Inflation-linked bonds as % of domestic debt 20-25
Foreign debt as % of total debt 15
Weighted term-to-maturity of fixed-rate bonds and Treasury bills (in years) 10-14
Weighted average term-to-maturity of inflation-linked bonds (in years) 14-17

Government’s gross loan debt of R4.2 trillion consists of domestic (R3.9 trillion) and foreign debt (R412.1
billion). Domestic debt comprises short-term debt (Treasury bills and borrowing from the Corporation for
Public Deposits) and long-term debt (fixed-rate plus inflation-linked bonds, retail and other loans). For
purposes of calculating the risk benchmarks, borrowings from the CPD, retail bonds and other non-
marketable loans were excluded from gross loan debt. This is because these items are generally small in
nominal values and difficult to price.

Inflation risk

Inflation risk is the risk that adverse changes in month-on-month inflation might result in increases in the
outstanding amount of inflation-linked bonds and thus result in higher future redemption amounts. This
risk is managed by setting a benchmark for inflation-linked bonds (ILBs) as a percentage of domestic debt
to range between 20 to 25 per cent. Domestic debt includes Treasury bills, fixed-rate- and inflation-linked
bonds. Due to the redemption of the R212 bond in January 2022, the share of ILBs as a percentage of
total domestic debt decreased to 22.2 per cent (as at the end of March 2022) from 22.3 per cent as at the
end of March 2021.

Inflation-linked bonds as a per cent of domestic debt

Indicator 31 March 2022 31 March 2021
Domestic debt' R3 846.4 bn R3 526.9 bn
Inflation-linked bonds R 853.4 bn R 787.3 bn
ILBs as % of domestic debt 22,2 22,3

1. Excludes retail bonds, borrowing from the CPD, and other loans.

Currency risk

Currency risk arises from the change in the price of the rand against major currencies in which the
sovereign’s foreign debt is denominated. The impact of a weaker currency affects the rand value of
interest and redemption amounts on foreign loans. The risk tolerance level is expressed through the limit
of 15 per cent for foreign currency debt as a percentage of total debt. Changes in the exchange rate,
mainly the USD/ZAR also impact on the rand value of government’s foreign currency deposits with the
Reserve Bank.

Government monitors its net foreign debt exposure, the difference between gross foreign debt and foreign
currency deposits. Although government does not enter hedge transactions to limit its exposure to foreign
currency volatility, foreign currency cash deposits provide a natural hedge to a portion of the foreign debt
portfolio. Foreign currency deposits are held in US dollar. For the period under review, government’s
exposure to Dollar denominated debt increased by 2.7 percentage points, from 79.2 per cent in March
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2021 to 81.9 per cent as of 31 March 2022. This is a result of the three additional multi-lateral loans that
were sourced during the 2021/22 fiscal year.

Composition of foreign debt

Indicator 31 March 2022 31 March 2021
Percentage

As % of total debt

- Gross foreign debt 9,7 10,0
- Net foreign debt 7,9 8,3
Currency composition

- US Dollar 81,9 79,2
- Euro 2,0 2,2
-Yen 0 1
- GBP 0.0 0.0
- Swedish krona 0 0
- XDR 14,9 16,3
-ZAR 1,2 1,3
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Refinancing risk

Refinancing risk is the possibility that money cannot be borrowed to refinance maturing debt or that these
borrowings take place at unfavourable rates. This risk is manifested in the concentration of large volumes
of debt that needs to be repaid.

One of the aims of government's debt management strategy is to maintain a smooth debt maturity profile.
Refinancing risk is reduced through an active switch programme whereby short-dated bonds are
exchanged for longer-term bonds. During 2021/22; a sum of R48.0 billion was switched out of the R2023
bond hence the share of long-term debt maturing in 5 years declined from 15.9 per cent (31 March 2021)
to 14 per cent (31 March 2022).

Refinancing risk benchmarks

Indicator 31 March 2022 31 March 2021
Treasury bills as % of domestic debt 11,7 12,9
Long-term debt maturing in 5 years as % of bonds 15,8 15,9

Weighted term-to-maturity of fixed-rate bonds plus

o 11,5 11,8
Treasury bills (in years)
Weighted term-to-maturity of inflation-linked bonds (in
years) 13,6 13,2
Credit Risk

Credit risk exposure from explicit contingent portfolio

The explicit contingent liabilities of government consist mainly of government guarantees issued to state-
owned companies (SOCs), Public-Private Partnerships (PPPs) as well as Independent Power Producers
(IPPs).

The explicit contingent liability portfolio of government exposes government to credit risk, in that, should
the guaranteed entities fail to settle their government guaranteed financial obligations; government as the
guarantor will have to settle the obligations in default on behalf of the entities.

As at 31 March 2022, guarantees to public institutions decreased by around R39.7 billion, from R581.7
billion in 2020/21 to R542.1 billion. The decline in guarantees was due to Denel’'s guarantee facilities
declining to R3.4 billion after R2.5 billion lapsed following the cancellation of the Egyptian missile contract.
The guarantee amount for the Trans Caledon Tunnel Authority (TCTA) was revised from R43 billion to
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the original facility of R25 billion, while the guarantee to South African Airways (SAA) declined with the
transfer of funds from the fiscus in line with the conditions of the appropriation.

As at 31 March 2022, the guarantee exposure amount decreased by around R12.1 billion from
R384.7 billion in 2020/21 to R396.8 billion. The decline reflects mainly increased exposure from Eskom,
SANRAL and the loan guarantee scheme facility, which was offset by the repayment of debt by the Land
Bank, SAA and the TCTA.

Meanwhile, guarantees issued to IPPs increased to R208.5 billion with the addition of projects that were
added on to the program in the year under review. The exposure from the program increased to
R177 billion. On the other hand, guarantees to PPPs declined to R7.9 billion as exposure to individual
projects continue to decline.

Counterparty risk exposure from investment of government surplus cash

Government's gross loan debt of R4.2 trillion consists of domestic (R3.9 trillion) and foreign debt
(R412.1 billion). Domestic debt comprises short-term debt (Treasury bills and borrowing from the
Corporation for Public Deposits) and long-term debt (fixed-rate plus inflation-linked bonds, retail and other
loans). For purposes of calculating the risk benchmarks, borrowings from the CPD, retail bonds and other
non-marketable loans were excluded from gross loan debt. This is because these items are generally
small in nominal values and difficult to price.

Sovereign Risk

Sovereign credit ratings play an important role in a country’s ability to access capital markets, as they
influence investor perceptions of the quality of its debt. Credit rating agencies carry out annual reviews of
South Africa’s creditworthiness. However, since the inception of the European Union’s Credit Regulation
Act 3 in 2013, European-based credit rating agencies are obliged to review their credit ratings every six
months. South Africa solicits ratings from the three major rating agencies: Moody’s Investors Service
(Moody’s), S&P Global Ratings (S&P), and Fitch Ratings (Fitch).

Following multiple credit rating downgrades from the solicited credit ratings in 2020, as a result of the
outbreak of the Covid-19 pandemic and associated long-lasting and devastating effects, South Africa’s
credit ratings began to stabilize in 2021/22.

On 21 May 2021, S&P affir