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ACCOUNTING OFFICER'S OVERVIEW

i i e BB

The period covered by this annual report has been marked by significant economic
milestones. During this period, the economy grew at 4.1 per cent per annum, the first time
that the level of 4 per cent has been exceeded in the past four years (since 2000/01).
Furthermore, inflation, running at 2.0 per cent has been kept well in check, and exchange
rates on our currency have avoided the marked volatility of the past. While criticism had
previously been levelled at what some have termed "jobless growth", thisis no longer the
case. Between 1 April 2004 and 31 December 2005, 597,000 new job opportunities were
created. Consumer and producer confidence was also recorded at high levels during this
period.

All these factors point to an economy, which, to borrow a phrase from our Minister, "is
pumping”. While National Treasury would not make the mistake of claiming "easy
victories' in this regard, it is nevertheless heartening to know that through sound macro-
economic policies and fiscal discipline, the Department has been able to play itsrole in
contributing to the optimistic "vibe" that currently surrounds the economy and, indeed,
the country in general.

But why stop there though? During National Treasury's interaction with the President's
International Investment Council and the Commission for Africa, it has become
increasingly evident that South Africa has the potential of achieving economic growth
rates in excess of 6 per cent per annum. While the situation that pertains in the mining
industry and certain sectors within manufacturing provides a redlity check, the aim is
nevertheless to strive for growth levels, that had previously been deemed by many to be
unattainable. Efforts in this regard are being further reinforced by our Government's
emphasis on greater investment in infrastructure, employment creation and service
delivery.

An important aspect of the economy's development is to improve access to financial
services by a substantial portion of the population located in the lower-income levels.
This resulted in major work being undertaken on the Dedicated Banks and Cooperative
Banks Bills. These pieces of legislation seek to create the opportunity for the
establishment of second-and third-tier banks. Third-tier banks would be able to provide
basic banking services such as opening savings accounts but, would be limited in terms
of available investment vehicles. Second tier banks would have amore flexible regul atory
regime, allowing them to provide loans and providing them with a wider array of
investment vehicles. Public comments on these Bills were received during the period
leading up to January 2005. Roadshows were also undertaken to various village banksin
al the provinces to explain the Bills objectives. These roadshows were also used as
forums for collecting comments at community levels in both urban and rural aress.
Public support and appreciation has been evident throughout this process.

Staying with the financial sector, a Financial Sector Charter Council was established
during 2004 and is making good progress towards establishing the structures necessary to
oversee implementation of the Charter. The commitment of banks to provide affordable
and accessible banking to peoplein the LSM (living standards measures) segment of 1 to
5 was evidenced by the four major South African Banks and the Post Bank launching the

I

Lesetja Kganyago
Director-General:
National Treasury
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Mzansi account in October 2004. Among the other initiatives on which banks have
expended much effort are the development of strategies to provide housing loans to large
numbers of low-income people, development programmes focusing on black
advancement, increased procurement of goods and services from black empowerment
companies and financing black economic-empowerment transactions.

Initiativesin the financial sector were further reinforced vis-a-vis work undertaken by the
Assets and Liability Management Division. This is evident from the introduction of the
retail bond, which has encouraged South Africans to save and which has raised R1, 3bn
initsinitial year of operation, against the backdrop of declining interest rates.

Further, with regard to Assets and Liability Management, introduction of the
Intergovernmental Cash Coordination system for the management of cash transfersto and
from provinces has seen the reduction of government risk exposure through the pooling
of cash resources managed by the South African Reserve Bank and accessibility surplus
funding. As for state-owned entities, the introduction of an enhanced shareholder value
model for the restructuring of these entities has been a key milestone. This model
provides for the payment of dividends to the state, an aspect that had previously been
absent.

Regarding its international work programme, the National Treasury continued to engage
actively with the International Monetary Fund, World Bank Group, the G20, G24, ADB,
Commission for Africa (CFA), NEPAD, SACU and SADC, among others. The global
programmes witnessed critical policy changes on the development architecture front.
Debt sustainability for low-income countries was raised in the context of concerns
regarding the excessive build-up of new debt owing to potentially large financing needs
associated with meeting the Millennium Development Goals. The recent commitment by
the G8 to cancel outstanding debt of HIPCs to the IMF, World Bank and African
Development Bank has been welcomed and could mark a new era in development
assistance to alleviate poverty in poor countries.

South Africa also participated in the World Bank's International Development
Association (IDA) and ADB's African Development Fund (ADF) replenishments, which
marked significant financing for development. The Board of Governors of the IDA
approved the fourteenth replenishment of the IDA's resources in terms of which $34
billion would be made available to the world's 81 poorest countries during the next three
years. Of this amount, about $18 billion will come from new contributions from 40 donor
countries. Thisrepresents, an increase of almost 25 per cent in overall resources over the
previous replenishment, and is the largest expansion of IDA resources in two decades.
This increase in IDA resources is a mgjor step forward in the international community's
efforts to fight poverty and achieve the Millennium Development Goals. In the case of
the ADF, in December 2004 donors agreed to contribute US$ 3 billion to increase its
grants and loans by at least 45 per cent. National Treasury intends strengthening its
engagement in international programmes, focusing on influencing the global and regional
policy agendas to improve development policies for African economies.

Relations between the various spheres of government received a major boost with the
coming into effect of the Municipal Finance Management Act (MFMA) on 1 July 2004.
While teething problems are to be expected, all indications at this early stage are that the
MFMA islikely to prove as effective as the Public Finance Management Act (PFMA) in

islgliadalale!

ensuring accountability for the efficient and effective management of resources within the
public sector sphere. The emphasis of both the MFMA and the PFMA is to let managers
manage within clearly defined parameters of accountability. The approach is both
pragmatic and realistic. In addition, the PFMA, has €licited international praise and
interest. Representatives from various countries have visited the National Treasury to
study the PFMA and its implementation. Some countries are even considering utilising
the PFMA as a model for the public finance legislation that they wish to pass.

Accountability has been further enhanced through continued implementation of
Generally Recognised Accounting Practices (GRAP). Primary responsibility in this
regard rests with the Office of the Accountant General. GRAP s also paving the way for
a move away from cash-based accounting towards the more effective system of accrual
accounting within Government.

While on the Office of the Accountant General (OAG), it is important to note that this
office has been able to produce timely consolidated financial statements for Government
for the 2004/05 financial year. Furthermore, the OAG aso made significant inroads into
the backlog of financial statements that had accumulated during previous financial years
under former Accountants-General as aresult of capacity constraints. This resulted in the
finalisation of consolidated financial statements for the financial years between 1999 and
2003, and consolidated financial information for the 2003/04 financial year.

On the personnel front, National Treasury has been successful in filling 209 posts during
the past financial year, despite being faced with tough competition in the labour market.
Even with the natura attrition of personnel leaving the Department, this has resulted in
an overall decrease in the vacancy rate from 43 per cent in 2003/04 to 15 per cent in
2004/05. Another significant development is that the department has increasingly become
a learning organisation. One of the key elements is the internship programme. Forty
interns were employed by National Treasury during the 2004/05 financial year. A number
of these went on to find longer-term employment within the Department. The National
Treasury isin the process of becoming the first port of call for aspirant young graduates,
especially those wishing to commence their careers in the economics sphere.

The National Treasury Annua Report, 2004/05 clearly demonstrates our achievements
over the past financial year, as assessed against the strategic plan for this period. The
audited financial statements contained in the report account for the utilisation of resources
appropriated by Parliament for the 2004/05 financial year. Finaly, the annual report
outlines the challenges that are likely to impact on future work programmes and resource
alocations.

L esetja Kganyago
Director-General: National Treasury
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THE MINISTRY

The year 2005 marks the ninth year in which
Minister Trevor Manuel has served as
Minister of Finance. He has, since his
appointment, helped in guiding the South
African economy through various global
economic crises and stayed the course to
achieve macro-economic stability. In 2005 we
are witnessing continued optimism and an
unprecedented degree of confidence in our
economic outlook. In the years ahead the
Minister's attentions will be focused on
achieving the desired levels of economic
growth needed to address the challenges of
underdevelopment and poverty.

For the period under review Deputy Minister
Jabu Moleketi ably supported Minister
Manuel. We are fortunate to have profited
from their dynamic leadership, which is both
complementary of each other and visionary in
outlook. The political |leadership of the
National Treasury is counterbalanced with a competent technical team under the
management of the Director-General, Lesetja Kganyago.

Trevor A Manuel, MP
Minister of Finance

The success of the National Treasury is measured not only by the dynamism of its
leadership, but also by the caliber of its staff and their commitment, dedication and
loyalty. The Ministry itself is a highly pressurized environment, where a core team of
dedicated and committed individuals ensures that the Minister and Deputy Minister's
operational needs are met. The National Treasury continues to attract a cadre of young
and talented thinkers in the fields of development finance and economics. Human
Resource devel opment remains atop priority of the National Treasury for skills retention;
the Treasury therefore actively strives to foster intellectual stimulating environment
where dialogue and debate are encouraged.

Both Minister Manuel and Deputy Minister Moleketi are actively engaged in various
international fora as part of South Africal's commitment to create a more equitable world
order, and to champion the voice of Africa, especially in multilateral institutions such as
the IMF, World Bank and African Development Bank. Through the African Peer Review
Mechanism and under the auspices of NEPAD, Africa has taken up its rightful place on
an equal footing with our development partners to address the developmental challenges
that confront us as Africans.

Africa's renaissance lies in achieving the underlying principles of NEPAD, namely good
governance, conflict resolution and economic integration. South Africa will continue to
champion these principles, both on the Continent and to the rest of the world. We are
particularly encouraged by the G8 commitments on debt relief, asit will free up resources
for African governments to spend on poverty aleviation and social upliftment
programmes.

International visits undertaken by the Minister of Finance during the 2004/05
financial year

16 - 21 May 2004 Visit to Washington DC and San Francisco, United States, to
meet with Executive Directors at the World Bank and to
address a conference at Stanford University Graduate School

of Business,

23 - 26 May 2004 Visit to Kampala, Uganda, to attend the Africa Group 1
Constituency meeting and the African Development Bank

Annual Meeting

2 - 5 June 2004 Visit to Maputo, Mozambique, to attend the World Economic

Forum Africa Economic Summit

30 June - 01 July 2004 Visit to Maseru, Lesotho, to attend a Southern African

Customs Union Council of Ministers Meeting

30 - 31 August 2004 Accompanied President Mbeki on a state visit to the

Demacratic Republic of Congo

20 - 23 September 2004  Visit to London, United Kingdom, on Commission for Africa
business and to address a fundraiser for Rhodes University

28 September -
09 October 2004

Visit to Washington D.C., US, to attend the Annual Meetings
of the World Bank, to Ottawa, Canada, for a CfA meeting
with the Minister of Finance of Canada and the Chancellor
of the Exchequer, and to Addis Ababa, Ethiopia, for a
meeting of the Commission for Africa.

18 - 22 November 2004  Visit to Berlin, Germany, for a meeting of G20 Finance
Ministers and Central Bank Governors.

01 - 04 December 2004  Visit to Brighton to deliver a Distinguished Development
Lecture at Sussex University

25 - 30 January 2005 Visit to Davos, Switzerland, to attend the Annual Meetings of

the World Economic Forum

03 - 06 February 2005 Visit to Brussels, Belgium, for a Commission for Africa
Seminar with European Parliamentarians, and to London,
UK, for ameeting with G7 Finance Ministers and Ministers

of Finance of China, Brazil and India

10 March - 12 March 2005 Visit to London for the launch of the Commission for Africa
Report.

(SRS RORVETRS:
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International visits undertaken by the Deputy Minister of Finance during the

2004/05 financial year

24 - 28 May 2004

4 - 08 July 2004

18 - 20 Augustus 2004

13 - 16 September 2004

27 September -
5 October 2004

18 - 22 October 2004

10 - 12 November 2004

13 - 19 November 2004

8 - 9 December 2004

05 - 08 February 2005

Visit to Shanghai, China, to attend IMF/World Bank Global
Conference on Scaling up Poverty Reduction

Visit to Zurich, Switzerland, attend the FIFA
World Cup meeting

Visit to Mauritius to attend the Eastern Southern African
Anti-Money Laundering Group (ESAAMLAG) of the
Council of Ministers meeting

Trip to Berlin, Germany, with Minister of Sport and Minister

in the Presidency

Visit to Washington D.C, US, to attend the Annual
meetings of the World Bank

Visit to Netherlands to meet overseas investors
with PIC CEO

Visit to Mauritius attend the SADC Finance
Ministers meeting

Visit to Belgium accompanying the President
of South Africa

Visit to Walvis Bay, Nambia, attend SACU Council of
Ministers meeting

Visit to Sudan attend the SPLM Leadership
workshop

alglaba gl
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VISION

The National Treasury is the custodian of the nation's financial resources. We hold
ourselves accountable to the nation to discharge our responsibilities professionaly and
with humility, and with the aim of promoting growth and prosperity for all.

We aspire to excellence in the quality of our analysis, our advice and the execution of our
financial management responsibilities. We aim to realise the full potential of South
Africas economy and people and to mobilise the resources of the state, business
enterprises and the wider community in a partnership of trust and mutual respect.

MISSION AND OBJECTIVES

The National Treasury aims to promote economic development, good governance, social
progress and rising living standards through accountable, economic, efficient, equitable
and sustainable management of South Africa's public finances.

We endeavour to advance economic growth, broad-based empowerment, progressive
realisation of human rights and the elimination of poverty. We are responsible for
preparing a sound and sustainable national Budget and an equitable division of resources
between the three spheres of government.

We strive to raise fiscal resources equitably and efficiently and to manage Government's
financial assets and liabilities soundly.

We promote transparency and effective financial management.

VALUES

e s e

As custodians of the nation's financial resources, the National Treasury acknowledges the
authority of Parliament through whom we are accountabl e to the nation.

We value teamwork, sound planning and enthusiasm and strive continually to improve
the quality, accuracy and reliability of our service delivery.

Our people are our most valued assets. We seek to be an employer of choice, we invest
in the education and training of our staff, we cultivate a learning and consultative
environment, we make use of the best available technological support and we aim to
mobilise the full potential of our people.

In our dealings with the public and with our colleagues we act transparently and with
integrity, showing respect and demonstrating fairness and objectivity.

In achieving these things, we will honour the faith that the South African public has
placed in us.

(SRS RORVETRS:

Annual Report 2004/05



salgbagbalsls

iR
o
[
L |, >
5&"‘ & 22 5 _ MINISTER'S STATEMENT ON POLICY AND COMMITMENT
;A G OE @ =2 _ = . ’ »
X _Wﬂ_:&. __:“’_ggjgcm‘gﬁ-giiéég W
= — L 2 =25 £ <0
= % The preamble to our Constitution commits usto "improve the quality of life of all citizens
5 O 5 o< and free the potential of each person.” Our policiesin the National Treasury are to ensure
2 = /f"“ = % g - g = § % that our macro-economic management creates an environment conducive to achieving a
— 8.5 v e . .. . . .
S 3 _ -4 5 g8 ¥ —g E 98 O FE g0 better life for al our citizens. Our commitment is to build a democracy that truly cares,
> © o - 5 ITa5 § 892 08 >, ,2 ©F . :
20 O [ "X o £E8 E2 23 =¢ 2 to engage al of Government in a baitle against poverty, underdevelopment and
2 5 . ° 8§88 g8 35 58 £4 dehumanisation.
@) o S
(=
= E = » ——— Asagovernment we are in tune with the aspirations of our people. Through our imbisos
= = © =
s % T o € = -§’ and mmagotlas we are profoundly aware of the need for employment, for broader
% = = E IS E % §§ o participation in economic activity, for relief from the trap of persistent poverty, for
= = E % o3 § 2 housing, better education, reliable health services. These challenges have disciplined our
?‘I £ < g gé‘ 3 = policies and budget plans over the last ten years, and they remain firmly in mind in the
= == = O = C
| IS 2 S0 EQ a< growth and development strategy for the decade ahead.
) . : : - .
S — T % W AT @ - Since 1996 we have persevered on a path to achieve macro-economic stability, evidenced
— y = — (= . 0 00 5 q o
g = @ = ( @ Ly T = 8 S § today by sustained levels of economic growth, declining inflation, predictable and stable
o cEts S / % S § & 92 § _g % interest rate and an overall optimism about our economic outlook. On the strength of this
=== 'é N4 I ‘gg % = = % Lo 2 2 success, we are able to be bolder yet in the years ahead. We are mindful that macro-
% % *8’ -f% - = |5 § S 28 §E % economic stability is a necessary precondition, but not the only condition required for
= = & £ Txr= 00 Ox% achieving the desired levels of economic growth. Whilst maintaining economic stability,
== a o
= — g @ _ our focus has now shifted to our micro-economic reform strategy to assist us in
e -‘- E %Tg £ 5 % 5 g addressing the rigidities that are still prevalent in our economy.
IaSe 2 o e c . . . : -
X ML 22 8 % S _= § é 3 9 As the National Treasury we will continue to improve on the structure and resilience of
e § ge 8 £3 S5 S > & the public finances and its coordination with government's fiscal policy. The
=g = = o o .= . . . . . . . .
E UE’j = = = E E u?j g E E commitments we make to align government spending with broader policy objectives will
require of usto build on our inter departmental co-operation to facilitate implementation
. o = by all government agencies.
c O o 8 — [0} :C)
25 = | = RS S 8 Sa Our costs of borrowing have been significantly reduced because of management
= = = 22 . . . : ) )
= “% < _é = T 8 -% %g g a @ improvements and concomitant improved credit ratings for South Africa. Key new
E) S < §_§ S B £o T 8 2 g responsibilities for Asset and Liability management over the next year include the
m © C = a . . . .
* Sz &8 £488 ._% g development of a monitoring system for the treasuries of state owned enterprises and
efforts to improve the articulation and alignment of our devel opment finance institutions.
Q =
§ . 5 0 § S In the year ahead we will continue to overhaul government's procurement and supply
§ = g 5 | | S o © g = o chain management policies, standardize the financial systems of national and provincial
© = = q q
Te £< |8 § g § 2 § ‘c’_; 2 § government through the revamped Integrated Financial Management System and
1) = = i Az (2] . . . . 2 2 o
= e % g § OEJ g g IS § 7 continue to implement the Public Finance Management and Municipal Finance
R e P Management Acts.
> 2 e key chalenges for Provincial and Loc overnment relate to the matching o
. 2 » The key challenges for Pr a and Locd G t relate to the match f
= ()
A S é § = = -53: = appropriations with actual spending. We have set a high priority on regular quarterly
\ .:,;E%‘”—"r— - g 3 2 reports on infrastructure expenditure and maintenance to counteract the slow pace of
: n T 3 g E % 2 % 0 § % infrastructure spending. A further challenge for Local Government, where the formula
ﬁ = 3 25 88 &% S5 for equitable shares has been improved and where the Municipa Finance Management
. = J= IO »h=

Act is being rolled out, is to improve on the efficiency of financial management. ,{F K}' 'IJ‘ 1:1\ ,{}\ ,{?

-

Annual Report 2004/05



TP MY

(VRSRORVESRY!

National Treasury

The fight against poverty is not solely a South African challenge; it must be waged in the
international arena. We have to remain active and engaged in a series of international fora
- in the IMF and World Bank and the Development Committee that oversees these
institutions' strategic thinking; in the World Customs Organisation, in the G 20 on
financial stability; in the United Nations, in the OECD, which for usis alearning centre;
and in the World Trade Organisation, in support of the Ministry of Trade and Industry. We
will continue to do battle to have our voices heard, we will continue to carry a democratic
and progressive message into the forums of international discourse with which we

engage.

On the continent we are involved with the building of stronger institutions - both pan-
African such as the African Development Bank and the African Union, and sub-
regionally, as in the case of SADC or SACU. We are called upon from time to time to
assist with capacity building. Further we are afforded the opportunity to engage in
advocacy on behalf of the Continent - my participation in the Commission for Africawas
a great opportunity for learning and sharing and preparing the African case for the G8
meeting held at Gleneagles in July 2005.

ey

Trevor A Manuel, MP
Minister of Finance

A
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LEGISLATIVE MANDATE

B I

The National Treasury has a legidative mandate to promote the national Government's
fiscal policy framework and the coordination of macroeconomic policy; to coordinate
intergovernmental financial and fiscal relations; manage the Budget preparation process
and to promote and enforce transparency and effective management in respect of revenue
and expenditure, assets and liabilities, public entities and constitutional institutions.

Parliamentary Services

The Minister of Finance, as a Member of Parliament, places a high premium on the
Ministry's interaction with Parliament. The Ministry ensures active collaboration with
members of Parliament and with the parliamentary committees on an ongoing basis. Key
to this objective is the Parliamentary Office located in the Ministry.

Parliamentary Services has to foster a transparent and cooperative working environment
with Parliament. It is the representative office of the Minister of Finance at Parliament
and the vehicle through which financial policies and legislation are presented to
Parliament for consideration and approval.

The Parliamentary Office facilitates the flow of information from the National Treasury
via Cabinet to Parliament. It serves aliaison role by ensuring that parliamentary decisions
are forwarded to the National Treasury and, in this way, policy drafters are kept abreast
of the views of public representatives. The Parliamentary Office is essentialy a service
provider to the Minister of Finance, the three departments under his executive authority
(the National Treasury, the South African Revenue Service and Statistics SA) and the two
chairpersons of the respective Finance Committees in Parliament.

The key functions of Parliamentary Services include:
e Keeping the Minister informed of his parliamentary commitments;
e Ensuring that presentations and speeches are prepared;

e Accompanying the Minister and his senior officials to meetings and parliamentary
sittings;

e Liaisingwith political parliamentary structures, for example, the Chief Whip's Office
and the Office of the Leader of Government Business on behalf of the Minister;

e Providing the Minister with parliamentary procedural support;

»  Facilitating the drafting of answers to questions posed to the Minister for submission
to Parliament;

e Advising the parliamentary committee chairpersons on the legislative programme;
and

»  Ensuring that legislation istimeously placed on the committee agenda and that senior
officials brief the committee to facilitate meaningful deliberations on legislation,
policy documents and areas of economic interest, that the committee wishes to focus
on.

(VRS RIRVETRS:
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LEGISLATION ENACTED

e . T

The National Treasury tables in Parliament legislation annually, which can be
cagorised as follows:

e Legidation conceptualised and prepared in-house;

e Legidation prepared by such regulatory bodies as the Financial Services Board
and the South African Reserve Bank, with National Treasury providing policy
direction;

e Tax legidation prepared jointly with the South African Revenue Services. The
National Treasury provides policy direction.

Following is alist of legidlation tabled in Parliament during the 2004/2005 financial
year to date:

1. Appropriation Act, (15 of 2004)
Bill enacted: Appropriation Bill [B3 -2004]
English text signed by the President. Assented to on 22 July 2004
Published in Government Gazette No. 26611 dated 27 July 2004

2. Taxation Laws Amendment Act, (16 of 2004)
Bill enacted: Taxation Laws Amendment Bill [B8 - 2004]
English text signed by the President. Assented to on 22 July 2004
Published in Government Gazette No. 26612 dated 27 July 2004

3. Government Employees Pension Law Amendment Act, (21 of 2004)
Bill enacted: Government Employees Pension Law Amendment Bill [B15 - 2004]
English text signed by the President. Assented to on 8 November 2004
Published in Government Gazette N0.26978

4. National Payment System Amendment Act, (22 of 2004)
Bill enacted: National Payment System Amendments Bill [B14D - 2004]
English text signed by the President, Assented to on 28 October 2004
Published in Government Gazette N0.26949 dated 30 October 2004

5. Public Investment Corporation Act, (23 of 2004)
Bill enacted: Public Investment Corporation Bill [B6B - 2004]
English text signed by the President. Assented to on 11 December 2004
Published in Government Gazette No. 27100 dated 15 December 2004

6. FinanceAct, (26 of 2004)
Bill enacted: Finance Bill [B13 - 2004]
English text signed by the President. Assented to on 28 November 2004
Published in Government Gazette No. 27041

A

7. Securities ServicesAct, (36 of 2004)
Bill enacted: Securities Services Bill [B19B - 2004]
English text signed by the President, Assented to on 18 January 2005
Published in Government Gazette No. 27190 dated 24 January 2005

8. Financial Services Ombud SchemesAct, (37 of 2004)
Bill enacted: Financial Services Ombud Schemes Bill [B20 - 2004]
English text signed by the President. Assented to on 4 February 2005
Published in Government Gazette No. 27265 dated 9 February 2005

9. AdjustmentsAppropriation Act, (27 of 2004)
Bill enacted: Adjustments Appropriation Bill [B21 - 2004]
English text signed by the President. Assented to on 1 December 2004
Published in Government Gazette No. 27060

10. Revenue LawsAmendment Act, (32 of 2004)
Bill enacted: Revenue Laws Amendment Bill [B 24 - 2004]
English text signed by the President. Assented to on 18 January 2005
Published in Government Gazette No. 27188 dated 24 January 2005

11. Second Revenue Laws Amendment Act, (34 of 2004)
Bill enacted: Second Revenue Laws Amendment Bill [B25 - 2004]
English text signed by the President. Assented to on 18 January 2005
Published in Government Gazette No. 27189 dated 24 January 2005

12. Division of Revenue Act, (1 of 2005)
Bill enacted: Division of Revenue Bill [B8B - 2005]
English text signed by the President. Assented to on 30 March 2005
Published in Government Gazette No. 27443 dated 1 April 2005
Assented to on 30 March and published in the Gazette on 31 March 2004

alelaladglg
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. PROGRAMME 1
ADMINISTRATION

Purpose: Administration provides strategic management, policy advice and
administrative support to the National Treasury.

Measurable objective: The programme aims to provide effective leadership,
management and administrative support to the core business divisions through
continuous refinement of organisational strategy and structure, in compliance with
applicable legislation and best practices.

The programme is divided into four subprogrammes:

e The Minister subprogramme provides for the Office of the Minister of Finance and
includes Parliamentary and Ministerial support services,

*  The Deputy Minister subprogramme provides for the Office of the Deputy Minister
of Finance and related support services;

e The Management subprogramme provides for the funding of the Office of the
Director-General and related support services; and

e Corporate Services supports the administration and smooth running of the
department.

Service Delivery Objectives and Indicators

Recent outputs

The Corporate Services division manages the Administration programme. The divisionis
responsible for financial management and administration within the National Treasury
and aims to create a productive and creative working environment that enhances
departmental efficiency. The division has developed a Client Charter and has conducted
aclient survey. The results of the survey will be used for the drafting of implementation
plans to improve service delivery. The Corporate Services division consists of six units -
Human Resources Management, Financial Management, Legal Services, Security
Management, Facilities Management, and Communication and Information Technol ogy
- that provide the backbone support-service operations to the core business of the
National Treasury.

The Financial Management unit focuses on compliance with all relevant financial
statutes and regulations, the most important of which is the Public Finance Management
Act (1 of 1999) (PFMA). Despite the resignation of the Chief Financial Officer during the
financial year of 2004, the unit managed to achieve its key objectives. Its main outputs
for the year included performing secretariat duties for both the Audit Committee (AC)
and Risk Management Committee (RMC), as well as implementing recommendations
and decisions emanating from these committees, in particular, issues that impact
materially on compliance with legislation and mitigation of risk.

Also, significant progress has been achieved on the streamlining of procurement and
supply-chain processes. For example, the unit has reduced turnaround timesto an average
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of 26 days for invoice payment, while at the same time significantly improving controls
and the processing of requisitions and orders. Greater transparency has been enforced in
the movement of requisitions, orders, invoices and payment of supplier accounts, which,
in turn, has reduced external and internal queries. Further achievementsfor the year relate
to refinement in managing contract performance through effective overall management of
service-level agreements with all suppliers and service providers. To date, 58 contracts
have been awarded, with 45 of these contracts going to HDI companies, 42 to companies
with majority BEE ownership and 16 contracts to women-owned companies.

To ensure better tracking of assets, an asset-management function has been established,
which includes maintaining an accurate record of assets. With assistance from the
Information Technology (IT) directorate, there is now better tracking of all IT equipment
through tagging and configuration before installation on site. Tighter controls have also
been implemented to ensure compliance with the Division of Revenue Act in the case of
transfer of funds. Also, there was strong reigning-in of weaknesses in the controls over
medical expenditure, which were raised as an emphasis of matter in the Auditor-General's
report for the 2003/04 financial year. As from 1 July 2005, a system for effective internal
control will be activated.

The Human Resources Management unit focussed on positioning the National Treasury
as an employer of choice during 2004/05 financial year. To achieve this, the National
Treasury implemented a competency-based recruitment system, undertook headhunting
and developed networks with professional bodies and universities. Also, a core
behavioural competency framework has been developed, which outlines critical
competencies for the National Treasury to assess the potential of senior management
employees during recruitment.

As aresult of the above initiatives, 209 employees were appointed and/or transferred to
the National Treasury. Through an internship programme, 40 trainees were appointed,
and 17 were retained from 28 interns, who were appointed during the 2003/04 financial
year. In support of individual learning plans, a number of in-house training programmes
were implemented to further enhance the skills within the Department. To address
retention challenges faced by the National Treasury, additional employee benefits, such
as negotiated rates and products from various banks, were also implemented. To ensure
high employee satisfaction at the National Treasury, a culture and client survey was
conducted during June and July 2004, and its recommendations will be implemented in
the next financial year 2005/06.

A Client Charter to further improve the unit's performance and service delivery has been
developed. Furthermore, a number of human-resources policies have been developed to
fine-tune the human resources processes, systems and procedures in line with best
practice and legal requirements. The unit also complied with al the legidative
requirements.

Legal Services is responsible for providing a comprehensive and diverse legal support
service to the Minister, Deputy Minister and al the divisions of National Treasury within
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the confines of congtitutional and legal prescripts. During the year under review, the unit
became involved in the successful passage of the Division of Revenue Act (1 of 2005);
Financial Services Ombudsman Schemes Act (37 of 2004); and in the drafting of the
Public Private Partnership Regulations. Also, the unit has had to comment on a number
of Bills and regulations for example, the Immigration Regulations, Kickboxing
Regulations, National Ports Authority Bill and Sectional Titles Bill, and draft the
President's Minute for the appointment of the Governor of the Reserve Bank as well as
its Board of Directors.

The work of the Legal Services unit is often varied and, as aresult, it became involved in
providing training on the legislative process to National Treasury employees, advising the
National Treasury on the Government's shareholder rights in Telkom in view of the
possible of exit of Thintana as a shareholder. The unit also drafted legal documentation
for the implementation of the retail bonds, provided legal advice to the Guarantee
Certification Committee of the National Treasury, advised on the memo and articles of
association of the Public Investment Corporation, assisted in resolving legal issuesarising
out of the retrenchment of the former employees of the Public Investment Corporation;
and successfully defended the Minister on various matters.

Over the past year approximately 40 significant litigious matters were dealt with
involving the following:

»  Congtitutional challenge of the Exchange Control Act and Regulations, Customs and
Excise Act, Regional Services Council'sAct, Insider Trading Act;

*  Award of tenders by the State Tender Board,;
e Labour; and

e  Contracts

The Information Technology unit has continued to build on its excellent service delivery
to al stakeholders, with systems availability surpassing expectations and the successful
upgrading of network operating systems. The Centurion premises have been upgraded to
a fault-tolerant data network, which includes voice infrastructure. With the
implementation of an effective anti-virus system, external threats have been minimised
and disaster-recovery plans have proven to be effective. Over the past year, to improve
service delivery, the unit assisted in the successful implementation of the RSA Retail
Bonds, Standard Chart of Accounts, Amnesty Unit web application and the acquisition of
a central service desk tool for the Corporate Services division is in the final stages. In
conjunction with the State Information Technology Agency, the project of implementing
a mobile computing environment is to be finalised during 2005.

During the 2004/05 financial year, the Security and Facilities Management unit was
separated into Security Management and Facilities Management. The Security
Management unit's structure was reviewed to enforce all prescripts and standards set by
national institutions, such as the National Intelligence Agency (NIA), the South African
Police Service (SAPS) and the National Archives of South Africa (NASA). Considerable
progress has been made in complying with the Minimum Information Security Standards

A

Programme 1: Administration 'TTITT 'TT' 'TT' 1.1' TTI

(MISS) policy, and at least 111 employees within the National Treasury have been
awarded security clearance certificates. Security breaches have also been reduced by 50
per cent as a result of the upgrading of the electronic security system at the 40 Church
Square building, regular communication and the implementation of the Security
Awareness programnme by the NIA. About 176 National Treasury employees have
attended this Programme. A security manual, which guides the staff and clients on
security practices, has also been drafted and will be circulated once approved.

The Security Management unit continued to strive towards ensuring a healthy, safe and
secure business environment during various events, such as the Ministers' Lekgotla, the
Third World Roundtabl e conference and so on, that were hosted by the National Treasury.

The Facilities Management unit filled two vacanciesthat are critical to ensuring customer
satisfaction. Key developments during the 2004/05 financial year included the successful
refurbishnment of four floors for the Economic Policy and International Financial
Relations division, the relocation of the Communications unit to 40 Church Square, and
the refurbishment of office space at the SITA building in Centurion.

The Communications unit, reporting to the office of the COO, continuesto act as a strong
media liaison portal for the Ministry and the National Treasury. In the past financial year,
the unit has been successful in organising a Town Hall meeting with the objective of
bringing the Budget to the people in Cape Town, which was attended by more than 200
people. The unit undertook two media lock-ups during the Medium Term Budget Policy
Statement (MTBPS) and two during the Budget period for Pretoria and Cape Town. The
unit also coordinated the "Bring a Girl Child to Work Day" within the National Treasury
and assisted other divisions with media-related issues such as editing, sending out
agenda, setting press releases and statements, and placement of edited speeches on the
website. The Communications unit also works closely with other government
Departments and participates in intergovernmental communications fora by attending
pre-Cabinet and cluster meetings.
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PROGRAMME 2

W_'

ECONOMIC PLANNING AND BUDGET MANAGEMENT

Purpose: To provide professional advice and support to the Minister of Finance on
economic and fiscal policy, international financia relations, financial regulation, tax
policy, intergovernmental financial relations, public finance and the management of the
annual budget process

M easur able objective: The programme aims to ensure sound economic, fiscal, financia
and tax policies; an equitable division of revenue between the national, provincial and
local spheres of government; and coherent and well-balanced departmental plans and
budgets.

These functions are organised into four separate subprogrammes:

e Public Financeisresponsible for economic and financial advice on social, economic,
administrative and protection services, and for the National Treasury's relations with
other national Departments. A Technical Assistance unit, co-funded by the European
Union, supplements these activities through project management and capacity-
building support for reconstruction and development projects;

e The Budget Office provides fiscal policy advice, oversees the national Budget
process, coordinates international technical assistance and donor finance, supports
public-private partnerships (PPPs), and compiles the public finance statistics;

* Intergovernmental Relations coordinates fiscal relations between national, provincial
and local government and promotes sound provincial and municipal budgetary
planning, reporting and financial management; and

e Economic Policy is responsible for macroeconomic analysis and policy advice, the
management of international financial relations, tax policy analysis, and financial
sector policy advice. The division also coordinates its activities with the Reserve
Bank on the supervision and regulations of banking and exchange control, the
Financial Services Board (FSB) in relation to non-banking financial services, and the
Financial Intelligence Centre (FIC) in relation to anti-money-laundering measures
and combating the financing of terrorism.

Service Delivery Objectives and Indicators

Recent outputs

Budget Office

Much of the work of the Budget Office is focused on coordinating the budget process,
providing advice to the Ministers Committee on the Budget and monitoring fiscal and
public expenditure trends.

The Fiscal Policy unit plays a leading role in monitoring economic and fiscal trends and
advising the Minister of Finance on fiscal policy options and the budget framework. Itis
responsible for the annual Budget Review, the Medium-Term Budget Policy Statement
and inputs to the deliberations of the Ministers Committee on the Budget.

-
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Over the past year, policy advice and analysis focused on public service remuneration
issues, including options for extending medical scheme membership, pay progression and
personnel mobility. It also looked at capital-spending plans of government Departments,
provinces and public entities; and improved budgeting and planning processes for
infrastructure investment and maintenance; fiscal sustainability, debt finance and budget
deficit trends; and the contribution of fiscal policy and the budget to economic growth
and development.

The Fiscal Policy unit is extensively involved in interdepartmental budgetary and policy
consultation, including support for the Department of Public Service and Administration
(DPSA) relating to public-service wage-bargaining issues, liaison with the Department of
Trade and Industry on critical infrastructure planning and budgeting, and participation in
the National Economic Development and Labour Council (NEDLAC) Public Finance
Chamber.

Much of the Medium-Term Expenditure Planning unit's work is focused on the
coordination of the Budget process in preparation of the annual Estimates of National
Expenditure. Key activities over the past year were mainly on supporting national
Departments' refinement of "measurabl e objectives’ to accompany expenditure estimates
for the main subdivisions of parliamentary appropriations. Further improvements were
made on the Treasury Guidelines for preparing budget submissions and published budget
documents by Departments.

To improve reporting, the team participated, including the National Treasury, the Auditor-
General and the DPSA, in the preparation of aframework to guide performance reporting
across the Government. Work was accomplished jointly with the Presidency and other
central administration departments to strengthen overall planning, monitoring and
evaluation of public service delivery. Also, policy options and spending reviews were
compiled to assist the Ministers Committee on the Budget in the assessment of medium-
term expenditure priorities.

South Africa's approach to expenditure planning and budget coordination has attracted
considerable international interest. A Collaborative African Budget Reform Initiative
(CABRI) was launched in 2004, bringing together representatives of the Finance
Ministries of several African countriesto share experiences and strengthen budget reform
programmes.

The International Development Cooperation (IDC) unit is responsible for the
establishment of an effective and efficient policy framework and management system to
deal with Official Development Assistance (ODA) to South Africa.

In the past financial year, its work focused primarily on:

e Developing a policy framework and procedural guidelines for the management of
ODA flows into South Africea;

e Enhancing ODA coordination, both at macro and implementing-agency level;

* Assisting in the establishment of the South African Development Counsellors
Forum, which is coordinated and headed by the IDC unit;
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e Participating in annual consultations on progress of implementation and
programming - 15 such consultations were undertaken in the year under review;

*  Building capacity for ODA management in terms of both formal training at agency
level and strategic engagement around ODA issues with core stakeholders;

e Contributing to ODA reform in line with internationally agreed policy principles and
strategies, such as the harmonisation and alignment of aid, recipient empowerment
and institutional reform; and

e Enhancing ODA information management through the establishment of a central
ODA management information system, the Development Cooperation Information
System (DCIS).

The Public Finance Satistics unit focuses mainly on the production of appropriately
classified fiscal data for the publications of Treasury in support of the PFMA and for
submission to the International Monetary Fund (IMF) in terms of international
agreements.

The implementation on 1 April 2004 of the new Economic Reporting Format and
Sandard Chart of Accounts (SCOA) was accompanied by a concerted change-
management effort during 2004/05. To date, approximately 700 chart-related queries
have been successfully resolved by the Technical Committee and 2 900 financial
practitioners have attended the training workshops. A single-day strategic workshop has
been successfully piloted and will be offered to senior managers in the public service.

The main highlights of the Public Finance Satistics unit during 2004/05 included:

*  Addressing transitional issues by National Statistics related to the implementation of
Standard Chart of Accounts (SCOA) in April 2004;

e Managing the national database, which is critical for compiling the Estimates of
National Expenditure;

e Maintaining the database of provincial statistics and providing high-quality inputs to
the various National Treasury publications. Provincial Statistics also completed
significant improvements to the database structure;

* Undertaking further reclassification of statistics of close to 130 provincia
departments in collaboration with the South African Reserve Bank; and

e Developing and facilitating a course on working data for the members of Provincial
Statistics and establishing a database workgroup to enhance peer learning and
capacity building between provinces.

General Government Statistics has increased the number of public entities under budget
coverage by 44% in the past year. This will help in the preparation of consolidated
statistics for the General Government accounts. Work has a so been undertaken on impact
analysis of changes to VAT legislation on the public entities listed in Schedules 3A and
3B of the Public Finance Management Act (1 of 1999). In addition, General Government
Statistics actively participated in the Public Entities Review project organised by the
National Treasury

8
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The Public-Private Partnership (PPP) unit regulates PPPs in terms of Treasury
Regulation 16 to the PFMA, and in terms of PPP regulations to the Municipal Finance
Management Act (56 of 2003). The municipal PPP regulations were introduced in early
2005, giving rise to a new set of responsibilities for the Unit.

In 2004, the unit launched the PPP Manual and Standardised PPP Provisions for
institutions implementing service-delivery PPPs in terms of the PFMA. These
comprehensive documents establish best practice benchmarks for overall management of
South African PPPs, and include the Code of Good Practice for Black Economic
Empowerment (BEE) in PPPs.

Two important BEE initiatives were launched by the unit in 2004/05. The first resulted in
a new financing facility offered by the Development Bank of Southern Africa to black
shareholders in PPP projects, and supported pre-qualified black parties with independent
legal and financial advice. The second is an internship programme for young black post-
graduates, which will increase the number of black advisors in the PPP market. By early
2005, 10 interns were placed in transaction advisor teams on PPP projects and will be
employed for atwo-year period in the PPP unit.

The Project Development Facility (PDF), which was established as a Nationa Treasury
trading account by the PPP unit in 2003, had committed more than R12 million in
transaction advisory support to institutions undertaking PPPs by the end of 2004/05. A
capacity survey of five provincia treasuries was completed to assess their ability to
appraise PPPs and other large capital projects. Moreover, case studies on four pioneering
PPP projects had also been commissioned in 2004/05. Sector-specific PPP workshops
were held to focus on projects and processes in headth, fleet management, ICT and
tourism during 2004/05. These involved more than 1 000 delegates from the public and
private sectors.

By the end of the 2004/05 financia year, the PPP unit records showed 53 registered PPP
projectsin various stages of the project cycle. Projects entering the procurement phase at
the start of 2005/06 included, among others, Gautrain Rapid Rail, Gauteng government
precinct, Department of Foreign Affairs head office, South African Revenue Services
container scanners, Eastern Cape pharmaceutical supply chain, Limpopo Ellisras,
Phalaborwa, Duiwelskloof co-location hospitals and linen services, and Western Cape
Hermanus, Swellendam, and Lentegeur hospitals.

Public Finance

The Public Finance division isresponsible for liaising with other national Departments
on policy, planning, budgeting and financial management, and provides analysis. It
also provides advice on Budget submissions for consideration by the Medium Term
Expenditure Committee and the Ministers Committee on the Budget.

During the 2004/05 financial year, Economic Services policy analysis and advice
focused on enhancing coordination and improving human settlements by encouraging
banks to lend in low-income areas, to ensure that low-cost housing financing does not
lead to systemic risks for the financial sector, and developing a framework for funding
community infrastructure. Significant progress has been made in the restructuring of
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the Postbank, with the signing of a memorandum of understanding between the
Minister of Communications and Minister of Finance to ensure the Postbank is on
sound financial footing and appropriate governance arrangements are in place.

e In mid-2004/05, a new micro-credit scheme for agriculture was proposed by the
Department of Agriculture. The Economic Services team assisted with commentary
on the early draft of the business plan for the micro-credit scheme. It is envisaged
that this scheme will be operational by mid 2005. The National Treasury has initi-
ated a study on the impact of the land-reform programme on agricultural develop-
ment. In addition, studies have been undertaken by the Human Sciences Research
Council (HSRC) and PLAAS in some provinces to provide in-depth analysis of
progress made to date and to assess policy instruments to ensure emerging farmers
are productive and profitable.

» A conditional grant to underwrite post-settlement support of emerging farmers by
provincial agriculture departments was introduced in the 2004 Budget, and consul -
tation with World Bank experts helped remove barriers to the subdivision of agri-
cultural land and addressed distorting features of the property tax environment.

Administrative Services consists of three divisions that are responsible for central gov-
ernment Departments (including Home Affairs and Foreign Affairs), financia and
administrative departments (including National Treasury and Statistics SA) and the
Departments of Public Works; Provincial and Local Government; and the South
African Management Development Institute (SAMDI).

Areas in which the team played a significant role during 2004/05, were:

* Home Affairs - Supported the Department of Home Affairs in the review of tariffs
charged for services rendered by the Department;

* Provincia and Local Government - Provided guidance for budget planning follow-
ing the decision to bring forward the implementation of the Municipal
Infrastructure Grant (MI1G);

* Public Works - Coordinated four areas of the Expanded Public Works Programme
namely the Social, Economic, Environment and Infrastructure sectors, in adrive to
create new jobs and reduce poverty. Provided support for the Tshwane inner-city
project, which aims to improve the head office accommodation of 28 national
Departments; and

o Statistics SA - Provided technical support relating to the revision of baseline allo-
cations to accommodate a community survey in 2007.

The Justice and Protection Services team was responsible for three constitutional insti-
tutions (the SA Human Rights Commission, the Commission on Gender Equality and
the Public Protector) and four public entities (the Legal Aid Board, the Special
Investigating Unit, the Castle Control Board and Armscor). The team has been instru-
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mental in guiding and providing technical assistance in key project proposals of depart-
ments. These included:

» Clearing the suspense account of Justice and Constitutional Development;

e The establishment of an Interdepartmental Joint Budget Task Team to assess the
adequacy of the budget of Justice and Constitutional Development;

e Monitoring the planning and financing of Correctional Services capital projects,
and assessing PPP prisons;

* A review of the cost estimates of the strategic armaments procurement programme
and proposals for adjustments;

» Facilitating negotiations regarding the transfer of excess Defence Force personnel
to the Protection and Security Services Division of the SAPS;

» |nitiating a process to amend the Defence Special Account Act (6 of 1974) to align
it with current financial policies; and

e Advice on measures to effect budget reforms in the Intelligence Services
Departments.

The unit further leads a Justice Crime Prevention System (JCPS) cluster initiative to
build a common database and a model to predict detainee numbers, to identify practi-
cal steps to reduce prison overcrowding and eliminate the Integrated Justice Cluster
(1JS) blockages. A valuable 1JS seminar was held during 2004/05 regarding I T devel-
opment and its role in the improvement of service delivery, providing an opportunity
for the exchange of ideas between researchers and departmental planners.

The Social Services unit ensures appropriate sectoral financing, primarily through the
central government budget, but also through other appropriate mechanisms (such as
dedicated taxes in the case of the Unemployment | nsurance Fund, PPPs and the gener-
ation of own, direct revenue).

The main areas of focus for the team were:

e Strengthening support for education by aligning the activities of interdepartmental
and intergovernmental processes around sectoral priorities with the budget alloca-
tion process. Consequently, the 2005 Budget substantially increased funding for
educator remuneration (educator pay progression and incentive schemes), recapi-
talised Further Education and Training colleges and further strengthened the
National Student Financial Aid Scheme;

e In the area of health services, the team assisted the analysis and refinement of
provincial health budgets, and the assessment of the Health Department's Report on
Modernising Tertiary Health Services. Other key areas of focus were reviewing
conditional grant funding, evaluating proposals for Socia Heath Insurance,
reviewing the public sector medical scheme, supporting the transfer of forensic
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pathology services to provincial health departments, analysing and advising on
medicines regulations, assisting in the tender processes for anti-retroviral medicines
and monitoring and supporting public entities such as the Medical Research
Council, the National Health Laboratory Service, the Compensation Fund for
Occupational Diseases and PPPs in the health sector;

* Work in the area of social development concentrated largely on the establishment
of interim funding mechanisms to prepare for the transfer of the social assistance
function to national Government and the South African Social Security Agency in
2006. This spanned the devel opment of credible provincial alocations by grant type
per province, the setting up of dedicated financing flows (bank accounts and relat-
ed accounting arrangements) for the two new conditional grants (the Social
Assistance Grant Transfer conditional grant and the Social Assistance
Administration conditional grant) and support for the development of a monitoring
framework for the conditional grants. A key focus was on understanding the trends
in disability grants better, and to support efforts to improve administration of these
grants. This was done through a joint initiative with the Department of Social
Development (the Disability Management Initiative) and inputs into Cabinet delib-
erations on the definition of disabilities. The unit also participated in extensive
processes around the Children's Bill and the Older Person's Bill and, more broadly,
supported efforts to develop frameworks for the provision and funding of welfare
services,

e On labour issues, focus was on supporting two key policy and strategy processes,
namely the Child Labour Action Programme and the review of the National Skills
Strategy. This meant extensive interaction on the viability of providing greater
autonomy to the Unemployment Insurance Fund, which included assessing ade-
guate levels of reserves to be held by the Fund; and

* Key activitiesthat were dealt with by the Sport and Recreation unit revolved around
the incorporation of the South African Sports Commission into the national
Department and support for the FIFA World Cup to be hosted in South Africa in
2010.

The Technical Assistance unit (TAU), co-funded by the European Union, provides
technical and (project) management and advisory support to a variety of government
initiatives and donor-funded programmes that are aimed at capacity building and pro-
moting good governance.

Among others, the unit's work during the year under review included:

» Assistance to the Department of Education with the transfer of the primary-school
nutrition programme from provincial health departments;

e Assistance to the Department of Education on the school-building programme
which is supported by the European Union;
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» Design and implementation of an Infrastructure Delivery Management System to
strengthen overall infrastructure investment and maintenance projects, particularly
in the nine provincial departments of education;

* Implementation of a municipal economic development strategy on economic link-
ages (for example, value-added in tourism or agriculture) as reflected in local inte-
grated development plans;

» Assistance with tendering processes and project coordination for the implementa-
tion of the DNA Laboratory of the SAPS, which is supported by the EU;

 Support to EU-funded local economic development programmesin KwaZulu-Natal
department of economic affairs and tourism and the provincial treasury in the
Eastern Cape;

e Support to the National Treasury on the Soccer World Cup;
» Support for the establishment of the South African Social Security Agency; and
e Support to the EU-funded higher education AIDS programme.

A large part of the unit's budget and donor funding in 2004/05 was devoted to the
establishment and development of the Infrastructure Delivery Improvement
Programme in the Intergovernmental Relations branch. This initiative was implement-
ed in partnership with the Construction Industry Development Board and the
Development Bank of South Africa. The unit also hosted Project Management I nterest
Group Meetings together with GCIS and the DPSA to enhance the capacity of govern-
ment officials to deliver on implementation through shared experiences and good
practice.

Economic Policy and International Financial Relations

The Macroeconomic Policy unit's main responsibility is to track and monitor the general
health of the South African economy and to provide forecasts using econometric and
other models. In 2004, the unit focused on strengthening understanding of bottlenecksin
the economy and identifying constraints that hamper growth and alternative solutions to
the problem.

Particular attention was given to the transport, mining, construction and financial sectors.

» Thefindings of the six studies on administered prices that were undertaken in 2003
were consolidated and recommendations were forwarded to Cabinet and accepted
in October 2004. Briefly, the recommendations included continuing work on
administered prices by the interdepartmental task team and proposing the adoption
of aforward-looking approach to price setting. The Macroeconomic Policy unit also
worked closely with Statistics South Africain devel oping a discussion document on
the definition of administered prices and the administered prices index. The docu-
ment was published for public comment and comments received at the end of
October 2004. The index of Administered Prices will be officialy launched in the
second half of 2005.
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* During 2004, the unit forged closer cooperation with the South African Reserve
Bank on a number of issues that entailed the management of inflation expectations,
options around inflation targeting and reserve management. Other areas were the
full application of the CGE model during 2004, including a CGE workshop, most-
ly in areas of policy concerned with analysis of the distributional impacts of the
rand's appreciation, the fuel levy and other tax proposals. Partnerships have also
been formed with the World Bank and other national institutions that have CGE
models.

* The unit has continued to monitor the attainment of the Growth and Devel opment
Summit (GDS) targets, and isinvolved in task teams responsible for the implemen-
tation of the Financial Sector Charter through a representative in the Charter
Council, and together with the Economic jServices unit work closely with the
Department of Housing on the mortgage securitisation for low-income househol ds.
Extensive work is being done through the unit's involvement in the Economic and
Employment Cluster towards the achievement of a more integrated approach to
economic growth and engagements with NEDLAC constituencies also in the areas
of policy optionsto grow savings, definition of administered prices and fine-tuning
the administration prices index, and mining recovery plan. Other issuesincluded an
analysis of the dichotomous nature of the South African Labour Market; and a
review of the skills-employment-wage nexus

The Tax Palicy unit is responsible for advising the Minister of Finance on tax policy
issues that arise at all three levels of Government. The unit has to design tax instruments
that take into account the principles of good taxes, such as equity, efficiency, certainty and
simplicity. It is important that the tax system raises sufficient revenue for the fiscus,
supports economic growth and agreed social policy objectives. In order to ensure an
effective interface between tax policy objectives and administration of the tax system, the
National Treasury has partnered closely with the South African Revenue Service (SARS),
resulting in ever-improving efficiency in tax policy design and the collection of revenue.
To complement this unique relationship, the unit consults widely within and outside
government to ensure efficient and effective tax policy choices.

An important part of the unit's programme is the formulation of tax proposals and the
drafting of Chapters 4 of the annual Budget Review and the MTBPS. Research on
retirement fund tax reform and the taxation of medical aid contributions was initiated
during the fiscal year 2004/05. South Africa won the bid to host the 2010 FIFA Soccer
World Cup and work commenced to give effect to the tax related guarantees that
Government signed as part of the conditions to host the World Cup. Consultation with
the Departments of Water Affairs and Forestry, Environmental Affairs and Tourism,
Minerals and Energy, and Trade and Industry on various policy issues regarding user
charges, earmarked levies and environmental charges were concluded.

Ongoing inputs were provided into the Southern Africa Development Community's
(SADC) process to draft a Finance and Investment Protocol, which includes agreements
on the coordination of taxes within the region. As an observer to the Fiscal Affairs
Committee of the OECD, inputs were provided to debates on tax policy issues at this
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The Tax Policy unit also undertook the following key activities during 2004/05:

¢ Revenue estimation for the MTBPS and the annual Budget and the publication of
monthly revenue reports,

e |Inputs into the drafting of two taxation amendment Bills and presentations to the
Parliamentary Portfolio Committee on Finance;

* Review of the tax treatment of motor vehicles allowances with a view to limit the
abuse of the deemed kilometre provisions;

e Redrafting of the Mineral and Petroleum Royalty Bill, incorporating comments
recelved on the first draft;

e Completion of adraft policy paper on Environmental Fiscal Reform based on com-
ments and inputs received following the publication of a discussion document on
this topic in 2003; and

e The unit provided inputs into proposals to reform or replace the RSC levies and
comments on the new Municipal Property Rates Bill.

The Financial Sector Policy unit is responsible for advising the Minister of Finance on
policies aimed at promoting the growth, development and stability of the financial sector.
This is achieved through interaction and dialogue between the National Treasury,
regulatory bodies, consumer groups and the industry at large.

During the year in review, the Financial Sector Policy unit represented the National
Treasury at various committees, including the Policy Board for Financial Services and
Regulation - a statutory body that advises the Minister on the financial services industry
and regulatory framework; the Financial and Regulatory Issues Standing Committee - a
bilateral body with the SARB that coordinates common financial regulatory issues; the
Standing Committee for the Revision of the Banks Act; and the Bade Il Steering
Committee tasked with implementing new risk management measures in the banking
sector.

The unit also participated vigorously in the work of the Financial Sector Charter Council
towards implementing the Charter's objectives of broadening access to financial services
to low-income individuals. The latter objective has been achieved thus far by the
introduction of legislation designed to introduce second- and third-tier banks that will
provide basic banking services in the form of the Co-operative Banks and Dedicated
Banks Bills.

Ongoing research is being carried out in various other areas, such as drafting a policy and
legal position on a South African Deposit Insurance Scheme, reviewing the Pension
Funds Act (24 of 1956) and the enactment both of the Securities Services Bill and
Financial Services Ombud Schemes Bill. The former consolidates legislation of
institutions in the securities industry, regulates financial markets to international
standards and improves investor protection. The latter gives legal recognition to ombud
schemes in the financial services industry, and ensures that the financia services
consumer has an expeditious and cost-effective mechanism to address complaints.

I
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Together with the Financial Intelligence Centre, the unit continues to work on policy
issues relating to anti-money laundering and combating the financing of terrorism.

The unit continues to advise to the Minister on exchange-control policy, following the
major exchange-control reforms in late 2004. This, among others, pertained to the
abolition of exchange-control limits on outward foreign-direct investments, repatriation
of foreign-earned dividends, and freedom for individuals to invest in foreign companies
listed on the JSE Securities Exchange. Since the announcement of the amnesty window
by the Minister in 2003, the unit has been responsible for the exchange-control and tax-
amnesty process. It is anticipated that the Amnesty unit will complete the adjudication of
all applications by the end of September 2005.

The International Economics unit has four core areas of responsibility, namely:
*  Degpening and extending economic linkages among African economies;

e Strengthening South Africa's capital account;

e Reforming the international financial architecture; and

» Shaping the international development policy agenda.

Regional policy remains a key focus of the work of the unit. This includes work in the
Southern African Development Community (SADC), the Southern African Customs
Union (SACU) and the Common Monetary Area(CMA). Among the projects on regional
integration, the past year saw an effort to operationalise a revised SACU agreement
covering management and institutional issues, signed in 2002 following eight years of
negotiations.

The SADC region has adopted a development framework called the “ Regional Indicative
Strategic Development Plan” (RISDP), which sets out strategic priorities and provides a
framework for the integration of the economies, with the objective of fostering
sustainabl e devel opment. Work on the Finance and Investment Protocol is at an advanced
stage. The Protocol aims at regional macroeconomic stability and convergence,
encouraging savings and stimulating investment flows in the region.

At continental level, the National Treasury was involved in technical support for the
creation of the African Peer Review Mechanism (APRM), which came into effect on
17 February 2004. The first country reports of the APRM, covering Ghana and Rwanda,
were tabled at the NEPAD Heads of State Implementation Committee in Abuja in June
2005. That effort to improve policies and the investment climate in Africa has been
further supplemented by National Treasury's advocacy of stronger technical cooperation
among African policy makers in the area of finance, economic development and
planning.

In January 2005, the National Treasury hosted a successful conference of African Finance
Ministers to develop a common position on actions that the international community and
Africa should undertake to advance Africa's devel opment.

Through the Minister's participation in the UK-led Commission for Africa, the National
Treasury has been engaging all sectors of theinternational community to take afresh look
at Africa's economic development and the role of the international community in this

-
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regard. The Commission for Africa report, launched on 11 March 2005 in London and
Addis Ababa, therefore, represents a comprehensive review of Africa's development and
the underlying causes for underdevelopment. Furthermore, the Commission proposes a
coherent and practical package of recommendations for the achievement of the
Millennium Development Goals (MDGs) by 2015.

Over the last three years, there has been a continued and significant rise in Official
Development Assistance (ODA). Total ODA rose by 7 per cent in real termsin 2003 and
by a further 5 per cent in 2004. Over the past year, the National Treasury participated
successfully in the replenishment negotiations of the International Development
Association-14 (IDA) and African Development Fund-10 (ADF) Both funds received
substantially more resources. When the ADF-10 replenishment process was concluded, at
the fourth meeting in Copenhagen, Denmark, in December 2004, donors, including South
Africa, had committed to increase their overall level of support to the Fund by 45 percent.

The Nationa Treasury participated in various G20 meetings during 2004/05. The G20
Finance Ministers meeting in Berlin in November 2004 has endorsed the Principles for
Stable Capital Flows and Fair Debt Restructuring in Emerging Markets, which sets out
guidelines to be adhered to in the event of a sovereign debt crisis for debtor countries and
their creditors. The G20 Accord for Sustained Growth, which outlines how to foster
economic growth, was also endorsed.

An important facet of the National Treasury's economic relations is its participation in
international workshops and seminars. In December 2004, the National Treasury hosted
a G24 workshop on Constraints to Growth in Africa, where policymakers and academics
from the African continent presented papers on topics such as microfinance and
mechanisms for stabilising commodity markets. The International Economics unit also
presented a paper on South Africa's demographic challenges at a G20 seminar on
Demography and Growth.

Global development policy remained a priority for International Economics during the
period under review. The unit provided policy support to the Minister of Finance as chair
of the Development Committee, a joint World Bank-IMF committee that provides
guidance on development issues. Policy advice focused on sustainable debt relief,
enhanced aid flows and growth-enhancing strategies that reduce poverty. A framework
for monitoring the implementation of the Monterrey Consensus and the Millennium
Development Goals was implemented.

The unit also played a significant role in strengthening inputs and participation at the
International Development Association (IDA) meetings of the World Bank. At the
International Monetary and Financial Committee (IMFC) meetings, the Minister of
Finance represented the Africa Group Constituency and participated in discussions on the
global economy, the role that the IMF should be playing in low-income countries, and
how the IMF can improve its economic surveillance function.

A further responsibility of the unit isto organise the IMF's annual Article IV consultation,
which involves an assessment by an IMF mission of the state of our economy. South
Africa once again received a favourable report from the IMF after this consultation in
2004. Finadlly, the International Economics unit is an active participant in the Economic
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Development and Co-operation Committee of the IRPS Cluster, which meets on a
monthly basis to share information between Departments dealing with international
economic relations.

Intergovernmental Relations

The Intergovernmental Relations division coordinates fiscal relations between the
national, provincial and local government spheres - a key role in South Africas
intergovernmental fiscal system. Over 62,3 per cent of non-interest alocations on the
national Budget consist of transfers to provincial and local governments, thereby placing
them at the forefront of socia and basic service delivery. These allocations totalled
R200,1 billion in 2004/05.

Intergovernmental Relations plays a key role in functional areas such as managing the
intergovernmental fiscal frameworks, analysing and ensuring oversight of provincia and
local government budgets and intergovernmental grants, and implementing financial
management reforms at both the provincial and local spheres of government.

During the course of the 2004/05 financial year, the division facilitated comprehensive
reviews of both the provincial and local government equitable share formulae, which
culminated in new formulae being introduced in the 2005 Budget. The division also
prepared the annual Division of Revenue Act, including detailed grant frameworks and
three-year alocations for each provincial and local government grant, by province and
municipality.

With the development of the frameworks for the allocation of grants to provinces and
local government has assisted in providing sharper definitions of the purpose and
intended outputs for each grant and, in clearly spelling out the roles and responsibilities
of transferring and receiving officers, these frameworks thus ensure that accountability in
relation to conditional grant funded programmes has been improved.

The implementation of the Municipal Finance Management Act (56 of 2003) the 2004/05
financial year marked the start of the formal process of extending several of the reforms
implemented at national and provincial levels to municipalities. In addition to providing
direct financial assistance to all municipalities, targeted support was provided to
municipalities to improve their financial management capacity and to strengthen the link
between policy, planning, budgeting and reporting. This targeted support was given with
the provision of international advisors to provide technical assistance to certain
municipalities, through the Municipal Finance Management Technical Assistance
Programme (MFMTAP).

The implementation of the MFMA has not been without its challenges. The classification
of the 284 municipalities into different categories of management capacity - 50 high,
107 medium and 127 low - indicates the level of readiness of the municipalities to
implement the MFMA. Furthermore, the provision of capacity to provincial treasuries to
enable them to assume a more direct role in financial management has been slow.
Training workshops have been conducted by the National Treasury for provincial treasury
officials, and the division has also successfully accredited a NQF level 6 qualification for
municipal financial managers. As part of the competency-testing requirement by the
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MFMA, avalidation board has been set up in the National Treasury to review all training
material and at |east three training moduleswill be rolled out shortly. To enhance capacity
in municipalities, more than 250 graduate interns have been appointed on two-year
contracts at municipalities.

The phased implementation approach allows for the high-capacity municipalities to
sequence reforms in a particular timeline, followed by the medium- and |ow-capacity
municipalities. Peer learning and the sharing of implementation tools has led to beneficial
results for the sequencing process by, for example, linking planning, budgeting and
improved community consultation. Other notable improvements have been in the better
quality and credible budgets tabled in many of the high-capacity municipalities. Work has
also begun on improving in-year reporting and timely reporting by municipalities.

The division was responsible for monitoring all provincial and local government budgets,
and continued to compile and update a database of al such information. It was also
responsible for the publication of Trends in Intergovernmental Finances (a shortened
version of the annual Intergovernmental Fiscal Review), which provided a consolidated
review of how the nine provinces and 284 municipalities funded the delivery of social and
basic services to our communities. The wealth of information it provides is aimed at
promoting better accountability by providing valuable information to the public, elected
officials, public servants and policy researchers in order to improve the quality and
delivery of public services.
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PROGRAMME 3
ASSET AND LIABILITY MANAGEMEN

Purpose: Asset and Liability Management is responsible for the prudent management of
Government's financial assets and liabilities.

Measurable objective: This programme aims to manage the Government's asset and
liability portfolio in a manner that ensures prudent cash management, asset restructuring
and financial management, and optimal management of the Government's domestic and
foreign debt portfolio.

Programme activities are carried out through five subprogrammes:
e Management is responsible for managing the Office of the Head of the Division;

» Liability Management provides for the Government's funding requirements and
ensures prudent management of both the domestic and the foreign debt portfolios by
issuing debt at the lowest possible cost, subject to tolerable levels of risk. It also
contributes to the efficiency and development of domestic capital markets and
ensures timeous servicing of debt;

e Financial Operations is responsible for the management of the Government's
liquidity requirements, and ensures that all Government debt transactions are
accounted for timeously and are reported in terms of the reporting requirements of
the Public Finance Management Act (PFMA) (1 of 1999) including all other
multilateral institutions. It also provides for the divisional information system
requirements;

e Srategy and Risk Management develops and maintains a Government-wide risk
management framework and ensures that the strategies adopted by the Asset and
Liability Management division are in line with the agreed framework; and

* Asset Management is committed to enhancing shareholder value through
restructuring of state-owned entities. It monitors and enforces compliance with
corporate governance for government bodies and public entities in accordance with
the PFMA and coordinates borrowing activities of public entities in line with
Treasury Regulations. It also provides for the coordination of the issuance of
guarantees.

Service Delivery Objectives and Indicators

Recent outputs

In 2004/05, the Asset and Liability Management (ALM) division operated in an
environment of a strong domestic bond market on the back of a stronger rand, lower
domestic inflation, lower interest rates and declining bond yields in major international
markets. Prudent debt management in a volatile environment also contributed to the
strong performance of the Government bond markets. Although the demand for fixed
income assets remained strong, turnover on the Bond Exchange of South Africa declined
by R2,3 trillion to R8,4 trillion in 2004 in line with global trends.

8
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Liability Management: Despite the declining liquidity and growing volatility in the
market, ALM was able to successfully finance the net borrowing requirement of R30,4
billion for 2004/05 through the issuance of domestic short-term loans (R6,1 billion),
domestic long-term loans (R33,4 billion), foreign loans (R4,5 billion) and the run down
of cash balances (-R13,6 billion).

Forei gn-debt-management strategies over the past year were focussed on the refinancing
of maturing debt and the financing of the arms procurement loan agreements. During
May 2004, a US$ 1,0 billion, 10-year global bond, maturing in 2014, was issued at a
coupon of 6,5 per cent - the lowest to be achieved by the RSA in the US market. In
addition, the transaction also attracted demand from investors who had not previously
participated in the purchase of South Africa's bonds.

The RSA sovereign credit rating was upgraded by Moody's Investors Service and placed
on apositive review by Fitch Ratings. This contributed to afurther narrowing of the RSA
sovereign risk premium on foreign debt.

In terms of the Gold and Foreign Exchange Contingency Reserve Account Defrayal Act,
Government had to issue R28 hillion nil coupon bonds to the South African Reserve Bank
(SARB) over the period 2002/03 to 2005/06 to defray realised losses on the GFECRA.
During 2004/05, R9,5 billion of nil coupon bonds were issued to the SARB leaving
R4,5 billion to be settled in the next financial year.

With the successful launch of the Retail Bonds on 24 May 2004, R1,3 billion was raised
in thefinancial year 2004/05. The current retail bond portfolio consists of two-year, three-
year and five-year bonds. Investments in retail bonds comprised of 23 454 investment
transactions that represented 16 172 investors. Most of the investments were on the two-
year bonds (57,1%) and the five-year bonds (28,5%).

Financial Operations: Optimal use of available cash resources continued to be
coordinated centrally between provinces and the National Treasury. During 2004/05, all
provinces opened Corporation for Public Deposit accounts as part of their provincial
revenue fund accounts. This improved coordination ensured that borrowing costs were
reduced by about 2,5 per cent and significantly mitigated against credit risk.

Cash management processes were enhanced through the introduction of a new receipt
cyclefor government Departments, electronic retrieval of the daily expenditure flows and
the roll-up of government bank account balances. As a result, Government's daily non-
interest bearing liquidity buffer with the SARB was reduced from R100 million to
R50 million. In addition, Government earned R1 595,3 million interest on its investment
of surplus funds with the commercial banks and the SARB.

On the systems development front, a request for information on the integrated public-
debt-management system was issued to the market. A state-owned entity register was
developed and implemented. In addition, the research and benchmarking of integrated
sovereign debt management offices was completed. Regarding debt information
reporting, al debt transactions were recorded timeously, and done in compliance with the
Special Data Dissemination Standards of the International Monetary Fund - further
establishing the country as a credible borrower.

(SRS RORVETRS:
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National Treasury

Srategy and Risk Management: The scope of Strategy and Risk Management has
widened from an exclusive focus on market risk analysis of Government's debt portfolio
to a government-wide risk-management approach. This approach recognises that
financial weaknesses can only be detected by taking a broader view on risk management,
including an analysis of all risks that impact on the Budget. These risks have been
classified as market risk, credit risk and country risk and have been prioritised in terms
of their impact on the objectives and goals of the National Treasury.

A risk profile of Government's debt portfolio has been prepared in which various
categories of market risk have been analysed, including: i) aliquidity gap analyses; ii) an
interest rate sensitivity analyses; iii) a currency risk analyses; and iv) a duration gap
analyses. In addition, various market scenarios have been simulated to establish the
sensitivity of Government's debt portfolio to market changes. A draft market risk policy
document has been prepared and will be finalised following the market risk
benchmarking exercise.

A credit risk management policy has been developed together with the operational
guidelines for the management and investment of surplus cash. These guidelines are
informed by a credit risk rating analyses of the major South African banks and reviewed
on a regular basis. A risk profile of Government's explicit contingent liabilities
(Government guarantees) has been prepared, which aims to establish the significance of
credit risk in Government's risk portfolio and to monitor its changes over time.

A country-risk benchmarking and risk-rating exercise was undertaken and will be
reviewed regularly to identify those risk factors most likely to impact on the country's
credit rating. Changes in these risk factors will also be monitored over time. Among the
country risk factors analysed are political risk factors (qualitative assessment) as well as
economic and financia risk factors (quantitative assessment). The Funding Strategy, as
approved by the Minister, is underpinned by market, credit and country risk
considerations.

Asset Management: In 2004 the emphasis of asset management by the National Treasury
has been on improving financial performance, enhancing shareholder value and
improving service delivery and operational efficiencies of state-owned entities. Currently,
a review of the mandates of the Development Finance Institutions (DFIs) is being
undertaken to enhance service delivery efficiency and ensure coordination among DFIs.
With regard to Treasury operations, a set of Best Practice Guidelines for Treasury
Management of state-owned entities (SOES) has been compiled and distributed to the
relevant SOEs. The reviews of individual treasuries in line with best practice principles
are still continuing. A draft Financial Distribution Policy and a Capital Structure Policy
have been compiled and stakeholder Departments are currently being consulted.

As Registrar of Public Entities, 10 public entities were listed, eight delisted and name
changes to three were effected. On 2 March 2005, this function was transferred to the
Public Entities Governance unit in the Budget Office. In compliance with sections 52 and
55(1) of the PFMA, 100 per cent of the national Government business enterprises listed
under Schedule 2 of the PFMA submitted annual reports and corporate plans. However,
93 per cent of Schedule 3B entities submitted their annual reports and 90 per cent their

8
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corporate plans. The public entities that did not comply were reported to the Office of the
Auditor-General and to the Parliamentary Standing Committee on Public Accounts
(SCOPRA).

During the period under review, the Guarantee Certification Committee (GCC)
recommended the approval of R6.7 billion in guarantees, increased public entities
borrowing limits by R2 billion and indemnities.

In 2004/05, Programme 3 highlighted three Public Entities whose developments require
special mentioning. These are the SAPO, Transnet and Safcol.

Firstly, the Minister of Communications and the Minister of Finance have signed the
timetable of the corporatisation of the Post Bank. National Treasury has transferred a Post
Bank equity injection of R750 million to the Department of Communications.

Secondly, Transnet has presented a four-point turnaround strategy to the National
Treasury, according to which the corporation will concentrate on core operations likerail,
port and pipeline business. Moreover, the corporation has unveiled a substantial capital
investment programme of R49, 0 billion, which is to be implemented over the next five
years. Both Ministers of Finance and Public Enterprise have approved the corporate plans
submitted by Transnet.

Lastly, regarding the restructuring of Safcol, the Competition Commission is currently
dealing with the issue, and there is a pending review as well of the allocation of shares.

(SRS RORVETRS:
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PROGRAMME 4 - ]
FINANCIAL MANAGEMENT AND SYSTEMS

Purpose: Financial Management and Systems manages and regulates Government's
supply-chain processes, implements and maintains standardised financial systems, and
coordinates the implementation of the Public Finance Management Act (PFMA),
(1 of 1999) and related capacity-building initiatives.

Measurable objective: The programme aims to regulate and oversee public-sector
supply-chain management and standardise the financia systems of national and
provincia government, while coordinating implementation of the PFMA.
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Managed by the Specialist Functions division, programme activities are carried out
under the following subprogrammes:

Supply Chain Management develops policy that regulates supply chain manage-
ment processes in the public sector, monitors policy outcomes, facilitates and man-
ages transversal term contracts on behalf of Government;

EnsLrn oorpl|nnoe wih Pretocol an
Requlgtory Framewticfor Pogtbank

Endamamant of the Transne! and

CoriNowien Cormithes (EC5] sany
i madal

fuarte’

T aralunh Tl ECEE comply wih
PFIA ANd preocl on Corparns
Tl b

ottt e T ried LIy e e T |

Publoadion In tha Gesrnman
Hirie] it vt

tarirgant [lbiHsa

ES0RS

Alceslon of sheres o BEE, NEF, and

ADourahe and ralacH dos on

Actunl pavformeanca 4guinet lrget

*  PFMA Implementation and Coordination provides for National Treasury's rolein
coordinating implementation of the PFMA and related training initiatives; and

e Financial Systems provides for the maintenance and enhancement of existing
financial management systems by introducing systems that are compliant with
both the PFMA and generally recognised accounting practice.
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Service Delivery Objectives and Indicators

Recent outputs

Supply Chain Management: Since 1995, Government has initiated reforms to its
procurement policies, systems and processes, which focus on the promotion of good
governance and the introduction of a preference system to address certain socio-economic
objectives. These are embedded in section 76(4)(c) of PFMA, and section 112 of the
Municipal Finance Management Act (56 of 2003) (MFMA) and in the Preferential
Procurement Policy Framework Act (5 of 2000) (PPPFA).
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As part of the reforms, a Strategic Procurement Guideline and a Strategic Sourcing

Methodology were developed during the 2003/2004 financial year to support the

Framework for Supply Chain Management in directing Government's spend to achieve

broader socio-economic objectives. Thiswas achieved through athorough analysis of the

end-user and supplier bases, commodity/service dynamics and spend. As a result, these

principles have been applied to assess transversal contracts, to identify strategic sourcing

projects and to monitor the success of completed projects. During 2004/05 financial year,

sourcing strategies were applied to 24 per cent of the transversal contracts. However,

owing to some contracts renewal dates spilling over into the new financial year, it was

possible to apply these new sourcing strategies to only 17 per cent of the transversal

) . : 1‘ , T = contracts in the period under review.
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The Supply Chain Management Framework issued during December 2003 requires
Departments, constitutional institutions and Schedule 3A and 3C public entities to,
among others, establish supply-chain management units under the direction of their
respective chief financial officers, ensure that clear lines of authority and accountability
exist, improve sourcing procedures and processes and enhance asset and inventory
management. In this regard, it can be reported that as at 31 March 2005, all national
Departments were complying fully with the requirements of the Framework. Provincial
departments have commenced with implementation of the Framework from 1 April 2005,
while the National Treasury and the various provincial treasuries are assisting the various
public entities with its implementation.

National Treasury facilitated Supply Chain Management training for all national
Departments, provincial treasuries and provincia departments during the 2004/05
financial year, with atotal of 1 050 officials participating.

The Municipal Supply Chain Management Regulations, issued in terms of section 168 of
the MFMA, were published in Government Gazette 27636 dated 30 May 2005 and will
take effect from 1 July 2005. These regulations will be implemented in phases. From 1
October 2005, implementation will begin with high-capacity municipalities, while
medium- and-low capacity municipalities will commence with implementation from 1
January 2006 and 1 July 2006 respectively. The National Treasury and the respective
provincial treasuries will assist the various municipalities and municipal entities with
implementation of these regulations.

The Broad Based Black Economic Empowerment Act, (53 of 2003) (BBBEE) and its
Strategy Document highlighted certain deficiencies in the Preferential Procurement
Policy Framework Act, including its regulations to effectively achieve Government's
BEE objectives. As a result, it has become clear that the Preferential Procurement
Regulations needed to be aligned with the BBBEE Act and the related strategy. A task
team between National Treasury and the Department of Trade and Industry was
established to incorporate comments received on the draft amended Preferential
Procurement Policy Framework Act regulations. It is anticipated that the new system will
become effective during the 2005/06 financial year and will contribute towards achieving
specific policy priorities and charters to enhance the BBBEE.

PFEMA Implementation: During July 2004, the PFMA Implementation unit submitted
memoranda to Cabinet and the Standing Committee on Public Accounts detailing
progress made with PFMA implementation in Departments, constitutional institutions
and public entities. In general, Departments appear to be making good progress with
PFMA compliance. However, two elements remain critical for successful implementation
of the PFMA, and these relate to the existence of properly trained personnel within
Departments and the commitment of accounting officers to effectively implement the
letter and spirit of the PFMA. A further memorandum was submitted to Cabinet during
November 2004 that provided details of audit outcomes and the timeous tabling of annual
reports in respect of Departments, constitutional institutions and public entities.

The Treasury Regulations (issued in terms of section 76 of the PFMA) were amended and
published in the Government Gazette 27388 dated 15 March 2005. These amendments

Programme 4: Financial Management and Systems ITT'TT rTTI ITT' 1'1' TT‘

were mainly of a legal technical nature, related to financial reforms that have been
implemented and incorporating approved regulations and addressing audit concerns
raised by the Auditor-General. The Validation Board, established to accredit financial
management training material, has to date accredited 76 courses from 16 service
providers. Such accreditations ensure qualitative control over training material so that
participating trainees acquire the requisite skills and to ensure that departments receive
value for money from courses attended by their personnel.

National Treasury's Service Level Agreement with the Institute for Public Finance and
Auditing (IPFA) has produced positive results, with a substantial number of trainees
benefiting. In this regard, a total of 194 courses were rolled out to 4 408 trainees; this
included 110 Standard Chart of Accounts courses that were presented to 2 566 trainees
free of charge.

With effect from 1 July 2005, the IPFA's training initiatives will be coordinated by a
newly established trading arm that will operate in accordance with business principles.
This resulted in National Treasury's Service Level Agreement with IPFA being
terminated. The National Treasury will, however, continue with vigorous training
interventions related to supply-chain management, risk management, internal audit and
accounting-related courses. These specific training interventions will be coordinated and
rolled out in the most economic way, which will include free tuition to officias of
national and provincial institutions.

As from 1 April 2005, SAMDI has employed a new Financial Management Training
Strategy to align courses with the actual needs of clients. This entails, among others,
conducting departmental training needs analyses in order to better service the direct
training needs of their clients and to ensure better service delivery. This strategy includes
agreater emphasis being placed on technical financial management training and financial
management training for non-financial managers. SAMDI's database of training service
providers will be updated using information that has been transferred from the National
Treasury's Validation Board.

Financial Systems: During December 2004, the Budget Council endorsed a proposal to
replace the current transversal financial systems, including those managed independently
by the SANDF, SAPS, North West province, Limpopo province and Gauteng province.
The proposal outlines the phased implementation and replacement of existing financial
systems over afive-year period. Specific deliverables will, however, be provided within
one year from commencement of the project's Phase 1.

Although the current financial systems availability targets have been met, slow response
times were experienced during month-end and year-end closure periods, which resulted
in some frustration to the users. Migration from the Financia Management System
(FMS) to the Basic Accounting System (BAS) resulted in unprecedented high transaction
volumes, which were not catered for. Further, network downtimes owing to virus attacks,
illegal traffic and unauthorised access also contributed to the performance problems of
these systems. Certain steps have, however, been initiated to alleviate these problems and
these steps were taken in conjunction with SITA as the supplier of Government's hosting
services.
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PROGRAMME 5

FINANCIAL ACCOUNTING AND REPORTING

Purpose: The Financial Accounting and Reporting programme seeks to achieve
accountability, transparency and effectiveness in public service delivery, by setting new
and improving existing government accounting policies and practices according to the
Standards of Generally Recognised Accounting Practices (GRAP), and for the better
management of revenue, expenditure, assets and liabilities.

Measurable objective: The programme aims to improve the quality of financial
accounting and reporting through the devel opment of appropriate accounting policies and
financial practices to improve disclosure.

The Office of the Accountant-General (OAG) consists of the following subprogrammes:

Financial Reporting for National Accounts is responsible for the accounting of the
National Revenue Fund (NRF), the Reconstruction and Development Programme
(RDP) Fund and banking services for national Government. It is responsible for
preparing specimen financial statements for the public sector and guidelines thereto,
and to prepare consolidated financial information for national Government;

Financial Management Improvement includes improving financial management by
developing, implementing and reporting on accounting, internal audit and risk
management standards, policies and guidelines. It also assists the Institute of Public
Finance and Auditing aswell as participatesin the formulation of standards of GRAP
with the Accounting Standards Board;

Investment of Public Monies accommodates augmentation of the Public Investment
Commissioners bank account;

Service Charges (Commercial Banks) provides for bank service charges that the
PMG Office incurs;

Audit provides compensation for shortfalls of statutory bodies and municipalitiesin
certain instances in terms of the Auditor-General Act (12 of 1995); and

Contingent Liabilities makes provision for reinsurance granted to insurers arising
from loss or damage to property, funds payments or consequential loss as a result of
riots, in terms of the reinsurance of Damages and Losses Act (56 of 1989), and loans
and advances to such insurers in terms of the Act.

Service Delivery Objectives and Indicators

Recent outputs

Financial Reporting for National Accounts: During the year ending in March 2005, and
for the first time, a set of consolidated financial information for national Government (for
the 2003/04 financia year) was produced, audited and tabled in Parliament. The tabling
had been delayed by a number of teething problems experienced during the process of
consolidation. These have been resolved and the OAG is confident that in future the
consolidation process will proceed smoothly.

In preparation for the end of the 2004/05 financial year, a standardised financial reporting
template has been prepared and published after a rigorous consultation process with
stakeholders who included Departments, public entities and the OAG. These templates

-
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will improve reporting by Departments and entities as well as facilitate the consolidation
exercise for 2004/05 financial year for national and provincial governments.

In the 2004/05 financial year, greater emphasis was placed on training and support to
reporting entities countrywide through roadshows, workshops and direct contact. The
OAG directly assisted national and provincial departments in the completion of their
financial statements and annual reports for the financial year ending 31 March 2005. This
was made possible in part by 12 new appointments to this subprogramme during the
financial year comprising eight permanent staff and four interns.

Financial Management Improvement: During the year ending March 2005, the generic
accrual accounting policies for al entities were finalised. These policies will undergo
continuous enhancement as the transformation from cash to accrual accounting
continues. The Asset Management Framework policy, a framework for recognition of
assets, was finalised during July 2004 and the implementation drive commenced during
October and November 2004. An Asset Management Learner Guide has been devel oped
to facilitate the implementation of the Asset Management Framework.

Additionally, improved cash policies as well as guidelines for compliance with these
policies were developed for inclusion in the guideline for the preparation of the Annual
Financial Statements for National and Provincial Departments. The Asset Management
policy reforms, as well as the other accounting reforms, will be the basis for the OAG
roll-out of the cash-to-accrual accounting transformation during the coming year by the
OAG

The unit currently is reviewing comments from stakeholders on the consultation paper
and the Implementation Strategy regarding the migration from cash to accrual
accounting.

Capacity within the Internal Audit and Risk Management unit was increased from July
2004 with the appointment of four staff members at senior management level. The
internal audit and risk management frameworks - aimed at providing guidance on risk
management and internal audit across national and provincia departments - were
finalised and approved. The roll-out of the frameworks will be undertaken within the next
reporting period.

With increased capacity, the unit has been able to conduct internal audit reviews across
national and provincial departments to ensure compliance with the PFMA, Treasury
regulations and the Internal Audit Professional Standards issued by the Institute of
Internal Auditors. The unit also successfully hosted the first Public Sector Internal Audit
Indaba to facilitate knowledge-sharing among internal auditors in Government and to
clarify the role of internal auditing in public service delivery and accountability.

Initiatives to enhance risk management in Government were also undertaken during the
year to March 2005. These included the enhancement of the Risk Management
Framework, a survey on the status of risk management within the national Departments
and the development of risk management training materials. The survey results and the
training materials developed in conjunction with the Institute for Public Finance and
Auditing (IPFA) will be used as the platform for developing appropriate strategies to
assist Departments with capacity-building initiatives in the coming financial year.

I
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PROGRAMME 6
PROVINCIAL AND LOCAL GOVERNMENT TRANSFERS

Purpose: The Provincial and Local Government Transfers programme is responsible for
managing the conditional grants, which are additional allocations to the equitable share
alocations, to the provincial and local spheres of government, and do not cover the many
other conditional grants administered by other national Departments.

M easur able objective:

a) To enhance the pace and quality of provincia infrastructure investment and
maintenance of assets; and

b) To promote financia management reforms in municipalities, restructure and
modernise service delivery in large-budget municipalities.

This programme includes three conditional grants:

e The Provincia Infrastructure Grant supplements the provinces' infrastructure
budgets, and assists in accelerating the building and maintenance of social and
economic infrastructure such as hospitals, clinics, schools and provincia roads;

e The Local Government Financial Management Grant provides for the transfer and
monitoring of funds for local government financial management reforms and the
implementation of the Municipal Finance Management Act (56 of 2003) (MFMA);
and

e ThelLoca Government Restructuring Grant provides for the transfer and monitoring
of funds to local government to assist in restructuring initiatives for modernising
service delivery and institutional and financial management in the larger
municipalities.

Service Delivery Objectives and Indicators

Recent outputs

The Provincial Infrastructure Grant was introduced five years ago with an alocation of
R300 million. The grant serves as a catalyst for accelerated public infrastructure
investment at the provincial level. The grant was allocated R3,3 billion in 2004/05. The
component of the grant, that funded the rehabilitation of infrastructure damaged by
floods, has been phased out. Although in some cases, instalments of the grant (or portions
thereof) to some provinces had to be delayed owing to non-compliance with the
requirements of the grant, the full allocation was transferred with each province receiving
its share as set out in the Division of Revenue Act (1 of 2005).

The rapid rise in the alocation of the Provincial Infrastructure Grant has contributed to
the high growth in capital budgets among provinces. Total provincial capital expenditure
amounted to R10,2 hillion in 2004/05. Over the three years ending 2004/05, capital
expenditure grew at an average annual rate of 15,0 per cent a year.

Notwithstanding the increases in provincial infrastructure investment, provinces still face
challenges in implementing infrastructure projects. In the 2004/05 financia year they

8
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underspent their capital budgets by about R1,8 billion (against their total capital budgets
of R12 billion). The Infrastructure Delivery Improvement Programme (which is
explained below) is intended to assist provinces resolve some of the service delivery
challenges they are facing.

In 2001 the National Treasury, in partnership with the Construction Industry
Development Board (CIDB) formulated an Infrastructure Delivery Improvement
Programme (IDIP) in order to address challenges facing provinces in the delivery of
infrastructure, which they are implementing together with the Department of Public
Works and the Development Bank of Southern Africa. The IDIP consists of three key
components in the form of an Infrastructure Delivery Management System (DMYS), a
toolkit for infrastructure delivery management; a capacity-building programme targeting
infrastructure delivering line departments; and the development of a monitoring and
reporting system for infrastructure projects.

The implementation of the pilot phase IDIP started in July 2004 with the recruitment and
placement of Technical Assistants (TAS) in participating provincia departments. There
are four key performance areas that the IDIP is expected to influence, and these involve
the development of appropriate capacity for infrastructure planning and delivery
management (people, skills and systems); infrastructure plans on the needs, supplies,
backlogs and prioritisation of projects; contracts, or service-level agreements, that
provide clear measures of performance of Implementing Agents including Public Works
and contractors, and the improvement in the quality of information reported on
infrastructure projects.

Since implementation in July 2004, 13 Technical Assistants (TAS) have been appointed
from the private sector and inducted in the toolkit. These TAs have aso been assigned to
the following departments; Departments of Education (all provinces), Departments of
Hedth (Limpopo and Free State) and Departments of Transport (Eastern Cape and
KwaZulu-Natal). The contract period of TAs on the pilot phase is 190 days, which
equates to approximately nine months. Ten of the 13 TAs completed their contract period
during May 2005 while the remaining three completing theirs in July 2005. By March
2005, all TAs had submitted and presented their inception reports and are currently
assisting in developing infrastructure plans for the next financia year, including other
aspects of the programme tailored to address capacity and systems gaps that they
identified in the departments in which they are deployed.

The Local Government Financial Management Grant provides for the transfer and
monitoring of funds for local government financial management reforms and the
implementation of the MFMA, which wasintroduced in 2003. In 2000 a pilot project was
started to develop means of implementing the principles contained in the Act in selected
municipalities. National roll-out began in 2003 and by the end of 2004 all municipalities
were participating in the programme. The programme provides for the gearing of
international support and direct alocations to municipalities. The 2004 MTEF provides
for R198,0 million, R198,7 million and R198,7 million.

Twenty-four of the 30 largest municipalities have attempted multi-year budgeting and
made significant progressin other areas of financial reforms, including the testing of new
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reporting formats. Some municipalities that were among the first to implement the
financial management have commenced with the new budget process - they have hosted
community meetings for the 2004 budget; produced quality annual reports that speak to
financial and non-financial information and performance.

The 2004 MTEF allocations for the grant include the funding of the Municipal Finance
Management Technical Assistance Programme. The agreement with the International
Bank for Reconstruction and Development to provide technical assistance in
implementing municipal financial management reforms has entered phase three with
30 advisors now placed in municipalities for a period of two years, from 16 during 2003.
This number will expand over the medium term. Furthermore, to facilitate skills
development in financial management, municipalities have used the grant to appoint
more than 250 finance management interns, from previously disadvantaged backgrounds.
The National Treasury will accelerate its capacity-building programme through this
grant, developing further training material, guidelines and manuals, and issuing guiding
regulations to facilitate the implementation of the Act.
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Metropolitan and other large municipalities have a significant impact on the regional and
national economy, and need to modernise the way they deliver services, collect revenue
and promote growth. The Local Government Restructuring Grant is a demand-driven
grant with municipalities applying for such grant based on their own restructuring plans.
Though slow to get off the ground, the grant has been awarded to six municipalities -
these are Johannesburg (R525 million), Mangaung (R130 million), Msunduzi
(R230 million), Cacadu district (R48 million), Buffalo City (R130 million) and Emfuleni
(R130 million). These are multi-year allocations, paid in terms of agrant agreement. Over
the MTEF period, R1 billion has been allocated to the restructuring grant, R350 million
in 2005/06, R350 million in 2006/07 and R350 million in 2007/08. The grant is expected
to be phased out in 2007/08 as four new applications were approved in 2004/05 and the
remaining funding was allocated.
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Implementation reviews were undertaken in Cacadu District Municipality, Msunduzi
Municipality and Mangaung Municipality during 2004/05. Msunduzi Municipality has
successfully turned around its previously ailing financial position by improving billing
systems and revenue collection, whereas Cacadu District Municipality has managed to
downsize its operations since the loss of the RSC levies to the Metro and is currently
providing capacity support to the smaller local municipalities in the district. Mangaung
Municipality will continue to report on some of its outstanding benchmarks relating to
revenue collection and personnel cost containment during 2005/06.
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Multi-year funding was approved for Cape Town (R320 million), eThekwini
(R330 million), Tshwane (R320 million) and Nelson Mandela (R222,9 million) during
2004/05 and agreements will be finalised during the second quarter of 2005/06. Ongoing
monitoring for Buffalo City, Emfuleni and the City of Joburg will be undertaken during
2005/06.
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PROGRAMME 7

& 2e I |- CIVIL AND MILITARY PENSIONS, CONTRIBUTIONS TO

3 EEE;E EE FUNDS AND OTHER BENEFITS

-EE Ef 3 § gg x E E Purpose: The Civil and Military Pensions, Contributions to Funds and Other Benefits
Eig ‘E:EE g ‘;Ei programme provides for pension and post-retirement medical-benefit obligations to
g gi g‘g = %EE 'E;E_ Eg former employees of state departments and bodies, and for disability benefits for former

. g Eg Egg ESE _Eggg members of the statutory and non-statutory forces.
= = om
S =¥ -5 T N . .

E =E[32 =§=E EE: 2 Measurable objective: The programme aims to ensure the payment of benefits and
= "= | awards to beneficiaries of departments, state-aided bodies and other specified bodies in
= %E | terms of various statutes, collective-bargaining agreements and other commitments.

'E % E-r; I ,E There are two subprogrammes:
) o2 B
¥ = E.E* | E e Civil Pensions and Contributions to Funds provides for the payment of benefits out
E %E EE - | # of pension and other funds to the beneficiaries of various public-sector bodies in
L E = g'g = | E‘ terms of various statutes, collective-bargaining agreements and other commitments.
E E E % Ef % | & The subprogramme also provides for the payment of special pensionsto persons who
'[ have made sacrifices or served the public interest in the establishment of a
z -g %E | democratic constitutional order.
E &
=~ |= g% EE‘E | »  Military Pensions and Other Benefits, provides for the payment of military pension
% g;i uEi | benefits and medical claims arising from treatment for disability, medical assistive
E 5 EE s - | devices, and other related expenses, in keeping with statutory requirements and
EX |E38(z53
‘:—"Li! gi | commitments. The main objective of the unit isto pay the correct pension (gratuities
E E E B ‘_E - E 8 | and/or annuities) and medical expense benefits to the correct beneficiaries timeously.
= iﬁ EEE E g‘ﬁg | The benefits are paid to persons disabled in the course of military service or where
oxE|IFs8 |0 =¥

the disablement had been aggravated as a result of military service.

Service Delivery Objectives and Indicators

Recent outputs

Civil Pensions and Contributions to Funds, while ensuring the continued timeous
payment of government contributions to medical-aid schemes in respect of civil
pensioners, surviving spouses, dependants and civil pensioners, who were not members
of medical schemes during their period of service (by special concession), has embarked
on severd initiatives. It aso ensures payment to medical schemesin respect of pensioners
and widows of the former Development Boards and the National Film Board. The sub-
programme has as its aim to implement a new medical-scheme fee structure to ensure
compliance with industry standards and the Medical Schemes Act.

Amlsers i resinachm and
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Dutpul

One of the critical projects at Medical Benefit Administration is the change in medical
benefits payable to Medihelp members who retired before June 1992. Legal proceedings
between Medihelp and the Registrar of Medical Schemes are ongoing. The audit done on
these cases during May 2005 indicated that 1 600 members must be reconciled and their
records finalised. Thisis also still in progress.

IVEORVEVRVES IVESRVEVEVES

National Treasury & & Annual Report 2004/05

Lezal nvemment Raamcturing

Hubprgramme
Gnt



fr 1:- IT'II .’r 'I TTT T 1‘ 't. Programme 7: Civil And Military Pensions, Contributions To Funds And Other Benefits.TT T 'r 'I'“I'. .1“'1"‘. '1_“1.' '1' T'

A special callcentre has been established to handle enquiries for the abovementioned

. . o B = _n.E =
pensioners regarding the new method of payment. =g %E 25 E
The subprogramme has initiated a pre-auditing of medical documents process, which has % EE | = = f § ; EE § g
yielded positive results to eliminate errors. The matter of arrear claimsis being addressed E - EE g = £ 2 = ;i > 1§
by the timeous completion of medical documents. New processes will be followed to F: E‘?‘E rEEE i% - B ‘;E EE =
address the numerous correspondences. % = = E £ B E a E 15
= ig |ZER1fg [33aily lfglEE
The payment of specia pensions to persons who have made sacrifices or served the 1 = EE E‘ﬁ & E‘t Exg 3 g E-u 5 E
public interest in the establishment of a democratic constitutional order also forms part of g g & B ¥ ¥E8|= ? ZEE|S E
the subprogramme. Thisincludes members of any armed or military force not established =z EE g =
by or under any law, and which is under the authority and control of, or associated with, E } - EE 5 a 2
and promotes the objectives of political organisations or dependants of such persons in E 2 = EE § 5 2 g E
terms of the Specia PensionsAct (69 of 1996). The Act gives effect to Section 189 of the = | EE EE E‘E 2 iz EE £ .
Interim Constitution regarding the prescription of rules for determining persons who are & E f EE = E 3 ‘if E = = EE g g
. . . . . . i— E Em—IE o E
entitled to receive special pensions and to provide for the establishment of structures to d E =2 |= f E ks 5 E E_ 2x|E S
implement the Act - that is, the Special Pensions Board and the Special Pensions Review 2 % 5 =g =T 2§ = EE =g EE
- |¢ 1|25 seees [2R (3R (5o
e = | 9
Special Pensions amendments of 2003 (Special Pension Act 21 of 2003 and Act 30 of O = -
2003) authorised the Special Pensions Board to condone late applications and this 't% % £ s . E =
resulted in more people who previously applied after the closing date becoming eligible - = B (B |§- @E £ - E g
for Special Pensions benefit consideration. g i g % g |l |E z |§ - |§ lE |
o - b= =
Military Pensions and Other Benefits has, during the period under review, implemented o : | E 1 ﬁ E @E ig E E El
the following initiatives: 2 E ii el E 5 E = 2E = 3B
= (w3g 2 as |= =
«  Transfer of medical treatment from Provincial Administrations to the Department of = |& B i = E E E- ’ |E= | = E |E |§E
. .. > B v ! m = o ! .E ] - E m [
Defence. The transfer of medical treatment to the Department of Defence is in = 2
progress. The transfer has been completed for the Western Cape and Gauteng %’ é = c g
provinces, which were the critical areas of concern. The SANDF structure, however, O = sp 'E g i . FE:
limits the possible services rendered to the pensioners, which resulted in delaysin the & E g% g % g % 5 |E
transfer process. 2 |2 25 |18 |3 é s |2 |k &
= = i |2 %
»  Compile a policy on medical treatment and expenses. The unit initiated the process & |- ﬁag E %E gE & % g E
by drafting an initial in-house policy. The process is now continuing with the % - E _ e Eé “E i EE = g 1z I2
appointment of a Headth Risk Manager (SOMA) to assist in completing and = = = g- ggi E_E g; B %E g E g%
formalising the policy. % = E il bl eE |== =
= ©
e = ]
S = (e |z | I
< = o[eEl (B | IR
2 o |ES = | |18
= N ‘g o 2
[ (4] 'g | | | o |
QO € BIE 5
o £ =4|E = | | |'E' |
o g ¥ E 2 | | | | |2 |
c 2 |§El§ [ZE 11 1 | 1B |
o 9 |3 EE =
n a = I I | I 1= |
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PROGRAMME 8

-

FISCAL TRANSFERS

Purpose: Fiscal Transfers makes funds available to public authorities and other
institutions in terms of various legal provisions governing the financial relations between
Government and the particular authority or institution, including international
devel opment institutions of which Government is a member.

Iy

Measurable objective: To meet certain international and other statutory financial
obligations and the costs of effectively and efficiently raising revenue for the purpose of
the state, and to finance intelligence gathering and other secret services in the national
interest.
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Domestic transfers are made to:

*  The Development Fund of the Development Bank of Southern Africafor the micro-
credit initiative;

The South African Revenue Service, which is responsible for collection of revenue
in terms of the South African Revenue Service Act (34 of 1997);
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e The Financial and Fiscal Commission, a constitutional body charged with making
recommendations about the equitable division of revenue;

e The Secret Services Account, used to finance the activities of the Nationa
Intelligence Agency, the South African Secret Service, and certain activities of the
Detective Service of the South African Police Service; and
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e The Financia Intelligence Centre charged with assisting in combating money
laundering and strengthening financial regulation capacity.
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Foreign transfer payments, made in terms of Government's international obligations, are
made to:

e The International Development Association (IDA);

*  TheAfrican Development Bank (ADB);

*  The G24; and

e TheHighly Indebted Poor Countries Initiative (HIPC).
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Service Delivery Objectives and Indicators

Recent outputs

South Africa participates in replenishing the International Development Association
(IDA), and the money contributed is primarily earmarked for use in the development of
the African continent. This is the key reason that motivates in favour of South Africas
participation in meeting the organisation's funding requirements. South Africa's third
instalment to IDA 13 was made on 15 January 2005 and amounted to R27,7 million.

Hubprgramme

South Africa has contributed R24,7 million to the replenishment of the African
Development Fund of the African Devel opment Bank. The amount was paid in three equal

IF {} ?\:? TT TT TT instalments of R8,2 million, with the final payment made in January 2005. ,{F E} 'IJ‘ Tf TT : 1\
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An amount of R105 663.50 was remitted towards the G24 Secretariat and its research
programme. During November 2004, South Africa hosted in conjunction with the G24
Secretariat, a workshop looking broadly at the key constraints on development and
growth in sub-Saharan Africa.

In 2000, the South African Government committed to contributing SDR20 million, an
equivalent of R250 million* , to the Highly Indebted Poor Country (HIPC) initiative of
the International Monetary Fund and World Bank. According to the agreement, South
Africa's contribution was to make five equal annua instalments commencing in May
2000. The final instalment of R39,5 million was paid in May 2004.

Transfer payments

R0
250,987

39,504
12,501
4,602,509
17,859
2117057
21,856
2260 |
7,124663 |
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NATIONAL TREASURY

REPORT OF THE AUDIT COMMITTEE
for the year ended 31 March 2005

Report of the Audit Committee
We are pleased to present our report for the financial year ended 31 March 2005.

Audit Committee Members and Attendance

The Audit Committee consisted of seven externa members listed hereunder and held
four meetings for the financial year under review.

The Committee has met six times for the period under review:

Audit Committee M eetings 2005

Name of member Attended Apologies Total

Note: In addition to the above four scheduled meetings, there was an additional special meeting held on
19 August 2005 for the induction of members appointed on 30 January 2004.

Audit Committee responsibility

The Audit Committee reports that it has complied with its responsibilities arising from
section 38(1)(a) of the PFMA and Treasury Regulation 3.1.13. The Audit Committee
has adopted appropriate formal Terms of Reference asitsAudit Committee Charter, has
regulated its affairs in compliance with this Charter and has discharged all its respon-
sibilities as contained therein.

The effectiveness of internal control

The system of internal controls is designed to provide cost effective assurance that
assets are safeguarded and that liabilities and working capital are efficiently managed.
From the various reports issued by the Internal Audit Function, the Audit Report on the
Annual Financial Statements, and management letter of the Auditor-General, it was
noted that no significant or material non-compliance with prescribed policies and pro-
cedures have been reported. In line with the PFMA and the King |1 Report on Corporate
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NATIONAL TREASURY )
REPORT OF THE AUDIT COMMITTEE (CONTINUED)
for the year ended 31 March 2005

Governance, the Internal Audit Function provided the Audit Committee and manage-
ment with assurance that the internal controls are appropriate and effective. This is
achieved by means of the risk management process, as well as the identification of cor-
rective actions and suggested enhancements to the controls and processes. Accordingly,
the committee reports that the systems of internal controls for the period under review
were effective and efficient.

Evaluation of Financial Statements

The Audit Committee has:

a) Reviewed and discussed the audited annual financial statements to be included
in the annual report with the Office of the Auditor-General and the Accounting
Officer;

b)  Reviewed the Auditor-General's management letter and management's response
thereto;

C) Reviewed accounting policies; and

d)  Reviewed significant adjustments resulting from the audit.

The Audit Committee concurs and accepts the Auditor-General's conclusions on the
annual financial statements and is of the opinion that the audited annual financial state-
ments be accepted and read together with the report of the Auditor-General.

Ignatiljs Sehoole
Chairperson: Audit Committee

Date: 23 August 2005
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Report by the Accounting Officer to the Executive Authority and Parliament of the

NATIONAL TREASURY VOTE 8

W

REPORT OF THE ACCOUNTING OFFICER
for the year ended 31 March 2005

Republic of South Africa.

1.

General review of the state of financial affairs

These financial statements focus on the voted budget of the National
Treasury as a department, and not on the broader role of the National
Treasury with regard to all its constitutional and legislated responsibilities.
These financia statements therefore do not deal with the National Revenue
Fund. These financial statements also do not deal with all the revenue collect-
ed for the National Revenue Fund (which is managed by the National
Treasury) amounting to R337,9 billion (2003/04: R299,4 hillion) as separate
financial statements are prepared for that fund. The equitable share alloca-
tions to provinces amounting to R164,1 billion (2003/04 R144,7 billion)
which are direct charges, as well as allocations made to other national depart-
ments and public entities are also excluded from this report. Each department
or entity receiving funds will submit its own financial statements to account
for such alocations received from the National Revenue Fund.

The financial statements for the National Treasury vote amounted to
R14,022 billion (2003/04 R12,593 million), as appropriated by Parliament.
A substantial part of this voted budget (R13,261 hillion) or 95 percent are
transfers or payments made to other organs of state or public entities, so the
actual operating budget of the National Treasury is relatively small at R761
million (2003/04 R706,2 million).

Annual appropriation, other departmental revenue and Vote com-
pilation

The National Treasury's total revenue for the financial year ended
31 March 2005 amounted to R15,974 billion (2003/04: R14,732 billion).
This comprises the annual adjusted appropriation amounting to R14,022 bil-
lion, departmental revenue of R1,942 hillion and local and foreign assistance
received in cash of R10,9 million.

The main spending component of the National Treasury's budget vote is its
operational budget of R761 million, comprising Programmes 1 to 5 for which
the department is directly responsible for spending. Thisis arelatively small
compared to the rest of the budget (Programmes 6, 7 and 8) comprising
R13,261 billion, which comprises largely of transfers to provinces, munici-
palities, departmental agencies, foreign institutions and to households.

Report of the Accounting Officer 'TT'TT'TT“TTI 1'1." TT'
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REPORT OF THE ACCOUNTING OFFICER (CONTINUED)

for the year ended 31 March 2005

The operational budget comprises. compensation of employees, goods and
services, and acquisition of capital assets which amounted to R761 million
(2003/04: R706,2 million) an increase of about 14.1 per cent. A total of
R251,8 million (2003/04: R189,2 million) was not spent against the opera-
tional budget, largely due to savings of R109 million on the acquisition of
financial management systems, savings in respect of consultants, receipt of
less claims than anticipated with regard to audit fees, underspending due to
vacant positions not being filled and delays in finalising the refurbishment of
the Centurion Building.

The largest part of the National Treasury vote is for transfers (Programmes
6, 7 and 8), dealing with transfers to provinces, municipalities, departmental
agencies and foreign institutions, which increased from R11,887 hillion in
the 2003/04 financia year to R13,610 billion in 2004/05. This was mainly
attributable to an increase in the provincial and local government grants so
that infrastructure backlogs could be addressed and additional transfersto the
Secret Services and the South African Revenue Services as well as the inclu-
sion of Swaziland to the Common Monetary Area (CMA). Foreign transfer
payments amounting to R366,9 million (2003/04: R429,3 million) have been
made to various foreign institutions in terms of international agreements.

Transfers to households under the Civil and Military Pensions, Contributions
to Funds and Other Benefits Programme amounted to R704,8 million
(2003/04: R1,009 hillion). Expenditure items include the payment of
amongst others, benefits out of pension and other funds to the beneficiaries
of various public sector bodies, military pension benefits and medical claims
arising from treatment for disability, medical assistance-devices, and other
related expenses. A saving of R55,109 million (2003/04: R70,5 million) has
been recorded due to lower than anticipated payments for special pensions
and medical scheme claims.

The full amount under programme 6 was transferred. A total amount of
R277 million was not transferred under Programmes 7 and 8, either because
of savings or because the receiving institution or programme was not ready
to implement the activities required from the transfer.

Programme compilation

The Department consists of eight programmes. Administration; Economic
Planning and Budget Management; Asset and Liability Management; Financial
Management and Systems; Financial Accounting and Reporting; Provincial
and Local Government Transfers; Civil and Military Pensions, Contributionsto

Funds and Other Benefits and Fiscal Transfers.

-
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REPORT OF THE ACCOUNTING OFFICER (CONTINUED)
for the year ended 31 March 2005

Administration provides strategic management and administrative support to
the National Treasury. The Administration programme comprises the Minister,
Deputy Minister, Management and Corporate Services subprogrammes. The
Corporate Services Division has been alocated the major portion of this
programme's budget amounting to R115,8 million (2003/04: R93,8 million).
The remainder of the budget is spread over the other three subprogarmmes and
totals R27,8 million (2003/04: R18,1 million). Included in the total budget was
an additional amount of R25,9 million allocated to this Programme during the
adjustment budget through the annual rollover process to enable the completion

of the Centurion Building's refurbishment by the Department.

Expenditure for Administration totalled R89,4 million (2003/04:
R90,4 million), representing 0.63 percent of the total expenditure of National
Treasury. Expenditure incurred on compensation of employees was
R36,9 million (2003/04: R31,2 million), goods and services, R48 million
(2003/04: R45,1 million), and payments for capital expenditure R4,2 million

(2003/04: R8,8 million).

Economic Planning and Budget Management provides for professional
advice and support to the Minister of Finance on economic and fiscal policy,
international financial relations, financial regulation, tax policy,
intergovernmental fiscal relations, public finance development and
management of the annual budget process. These functions are organised into
four separate sub programmes. Public Finance; Budget Office;
Intergovernmental Relations, and Economic Policy and International Financial

Relations.

The total budget for this programme amounted to R150,9 million (2003/04:
R125,3 million). Expenditure incurred by the Economic Planning and Budget
Management Programme totalled R135,7 million (2003/04: R106,4 million),
an increase of R29,3 million in comparison to the previous financial year. This
isdue to an increase in analytical and advisory capacity and the improvements

in the quality of economic and fiscal planning.

Expenditure incurred on compensation of employees was R73,6 million
(2003/04: R58,2 million) and on goods and services was R52 million (2003/04:
R39,3 million). In addition to the normal operational expenses, this Programme
oversees and manages the transfer payments to the Project Development

Facility to the value of R6 million (2003/04: R6 million).

Asset and Liability Management is responsible for the prudent management of
Government's financial assets and liabilities, including the domestic and foreign
debt portfolios. There are five sub programmes. Management; Asset
Management; Liability Management; Financial Operations, and Srategy and

Risk Management.
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REPORT OF THE ACCOUNTING OFFICER (CONTINUED)

for the year ended 31 March 2005

The total adjusted budget for this Programme amounted to R53,8 million
(2003/04: R69,8 million) due to an additional allocation of R7,6 million being
made available through the adjustment budget process. The rollover consists of
R5 million for the review of National Treasury's operation of state-owned
entities and R2,6 million for the completion of the debt management system.

Expenditure incurred by Assets and Liability Management amounted to
R26,3 million (2003/04: R51,9 million) and consists mainly of the following
expenditure types namely; compensation of employees R17,7 million
(2003/04: R13,8 million) and goods and services R7,7 million
(2003/04: R37 million). The increase in compensation of employees is mainly
due to capacity building and filling of vacant positions.

Financial Management and Systems manages and regulates Government's
procurement and supply chain processes, implements and maintains
standardised financial systems, and co-ordinates the implementation of the
Public Finance Management Act (PFMA) and associated capacity-building
initiatives. This programme consists of four sub-programmes. Management;
Supply Chain Management; PFMA Implementation and Coordination; and
Financial Systems.

The annua appropriation for this Programme amounted to R351,7 million
(2003/04: R344 million) In addition to the above, the PFMA I mplementation and
Co-ordination subprogramme's baseline has been decreased due to funds being
shifted to South African Management Development Institute (SAMDI) to assist
with the rollout of financial management training.

Expenditure incurred by the Financial Management and Systems amounted to
R226,4 million (2003/04: R234,3 million). Expenditure relating to goods and
services decreased by R11,2 million, a decrease of about 5,2 per cent from the
previous year. This decrease is mainly attributable to the discontinuation of the
Financial Management System (FMS) and related support infrastructures, and
the reorganisation of the external service providers pertaining to the financial
systems.

Financial Accounting and Reporting seeks to achieve accountability to the
public by promoting transparency and effectiveness in the delivery of public
services, especialy in the management of revenue, expenditure, assets and
liabilities. It sets new, and improves existing, government accounting policies
and practices to ensure compliance with the standards of GRAP, prepares
consolidated financial statements, and endeavours to improve the timeliness,
accuracy and efficiency of financial reporting. The programme consists of six
sub programmes. Financial Reporting for National Accounts; Financial
Management Improvement; Investment of Public Monies; Service Charges
(Commercial Banks); Audit Satutory Bodies, and Contingent Liabilities:
Reinsurance Liabilities.

I
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The budget for this Programme amounted to R65,2 million (2003/04:
R63,3 million) and consisted of an operational budget of R48,2 million
(2003/04: R48,1 million) and transfers of R17 million (2003/04:
R15,2 million). The total expenditure incurred by Financial Accounting and
Reporting amounted to R31,9 million (2003/04: R44,7 million), a decrease of
R12,8 million. Expenditure relating to the compensation of employees
increased to R10,6 million.

Furthermore, this Programme is responsible for the transfer payment to the
Office of the Auditor-General in terms of the Public Audit Act (25 of 2004)
whereby the National Treasury is obligated to pay audit costs in respect of the
auditing of statutory bodies for any financial year concerned where such costs
exceeds one per cent of the total expenditure of such bodies. Expenditure
concerning the transfer of audit costs decreased from R11,2 million to
R7,7 million. This decrease is attributable to less claims being submitted for
reimbursement by the Office of the Auditor-General.

Provincial and Local Government Transfers designs, manages and monitors
National Treasury's own conditional transfers to provincial and local
governments. Transfers on the Local Government Financial Management and
Restructuring Grants subprogramme amounted to R585,9 million (2003/04:
R704,8 million). Transfersfor the Provincial Infrastructure Grant amounting to
R3,348 billion (2003/04: R2,535 billion) was effected during the financial year,
in accordance with the 2004 Division of Revenue Act (No. 5 of 2004). More
information on these transfers is provided in annexures 1A and B.

Civil and Military Pensions, Contributions to Funds and Other Benefits
provides for pension and post-retirement medical-benefit obligations to former
employees of state departments and bodies, and for similar benefits to retired
members of the military. Expenditure decreased by 16 per cent and the National
Treasury spent R1,921 billion (2003/04: R2,288 billion) to defray expenditure
relating to pension and other benefit payments. An action plan detailing all
actions to be taken was prepared and tabled at the Audit Committee for scrutiny
and approval. The Audit Committee membersin conjunction with the Director-
General continuously monitor the progress made against the action plan.

Significant progress has been made to resolve the emphasis of matter raised by
the Office of the Auditor-General in the 2003/04 audit report. Due to the change
in focus in resolving the pre-1992 medical benefits, National Treasury
continued to pay full costs of medical claims without a formal service level
agreement (SLA) during the year under review. A ruling in 2003 by the Council
for Medical Schemes determined that these members were not on a registered
medical benefit option.

8
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Numerous engagements occurred between the Council for Medical Schemes
(CMYS), Medihelp and National Treasury from 2003 in an attempt to resolve the
matter. Medihelp's application to place the pre-1992 members on a closed
medical benefit option was refused by the CMS, and a lengthy dispute was
entered into. Based on these engagements and Medihelp's appeal being turned
down, it was decided not to formalise any existing arrangement with a contract
or an SLA. Medihelp was eventually instructed on 23 March 2005 by the CMS
to place the pre-1992 members on a registered benefit option. A decision was
taken by National Treasury that as from 1 July 2005, National Treasury would
only pay the members monthly medical contribution for the pre-1992
members. Medihelp was informed of this and responded with legal action. The
court judgment issued on 13 June 2005 was in favour of National Treasury's

decision.

National Treasury'slegal obligation is, therefore, to pay full membership feesto
a registered benefit option, and this has been implemented from 1 July 2005.
Furthermore, management has adequately addressed the weaknesses reported
by the Office of the Auditor-General in the 2003/04 audit report pertaining to

other related controls.

Fiscal Transfers makes funds available to other governments, public
authorities and institutions in terms of the legal provisions governing the
financial relations between Government and the particular authority or

institution, including the international development institutions.

Domestic transfers are made to the Development Bank of Southern Africa, the
South African Revenue Service, Financial Intelligence Centre and the Financial

and Fiscal Commission for the fulfilment of their statutory obligations.

addition, funds are paid to augment the Secret Services account for intelligence

gathering.

Foreign transfers payments are made to: the Highly Indebted Poor Countries
initiative, which provides debt relief to poor countries in terms of a bilateral
agreement between the donor countries and the International Monetary Fund;
the World Bank Group; the African Development Bank; Lesotho, Namibia and
Swaziland (Common Monetary Area Compensation subprogramme) for the
Rand Monetary Area Agreement; and the Commonwealth Fund for Technical

Co-operation.

Domestic transfers account for 94 per cent of the total transfers allocated to the
Fiscal Transfer Programme. Domestic transfers amounted to R6,774 billion
(2003/04: R5,624 hillion) of which the largest transfers went to the South
African Revenue Services and Secret Services totalling R4,603 billion and
R2,117 billion respectively. The R40 million alocated to the Apex Fund was
retained by the National Treasury asit wasinitialy envisaged that the National

I
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Treasury would set up the Fund. In the first half of 2004, it was resolved that
the responsibility for the Apex Fund should be transferred to the Department of
Trade and Industry. To thisend, it was agreed that the National Treasury would
retain the funds until the Apex Fund was formally set up. By the end of the
financial year the Department of Trade and Industry and National Treasury were
still finalising al arrangements regarding the business plan for the Fund,
registering it as a legal entity. In the absence of alegal entity, the funds have
not been transferred to the Department of Trade and Industry as no spending
could take place. The Department of Trade and Industry has since announced
the launch of the APEX fund in the first two months of the 2005/06 financial
year. Once the Apex Fund has been formally registered, the funds will be
transferred from the National Treasury to the Department of Trade and Industry.

The total Foreign transfers made by the National Treasury amounted to
R366,9 million (2003/04: R429,3 million). For transfers to Lesotho, Namibia
and Swaziland to the amount was R251 million (2003/04: R292,8 million)
which included the newly introduced transfer to Swaziland amounting to
R65,2 million.

Cabinet has approved arequest by National Treasury to increase South Africas
shareholding in the African Development Bank (ADB) - up to a doubling of the
current level. Resources for that purpose have been allocated to the budget for
fiscal transfer to the ADB. Until now, only a small number of shares have been
available (as it has depended on other countries giving up shareholding or
defaulting on the payment thereof), this has prevented South Africa from
utilising the allocated resources. South Africa holds arelatively small number
of shares compared to the size of the country's economy, and will accordingly
be granted preference if and when additional shares become available.
Expenditure under the Common Monetary Areawas lower than anticipated due
to slower growth in the total amount of money in circulation during the 2004/05
financial year and secondly, due to lower long-term interest rates.

Departmental revenue to the value of R1,942 billion (2003/04: R2,131 billion)
received included administrative fees arising from:

» |oans being covered by guarantees and costs associated with government's
issuing of guarantees,

* interest on government deposits and dividends received from the South
African Reserve Bank, and

e interest from tax and loans accounts from the four major commercial banks.

Other revenue includes the repayment of loans by the Auditor-Genera,
recovery of departmental debt from previous years and amnesty levies of
R150 million through the foreign exchange amnesty and adjudication process.

-
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Summary of Variance

The total variance of R532,012 million can be explained as follows:

For programmes 1 to 5, savings related expenditure on consultants and on
systems amounted to R130 million and under expenditure related to delayed
projects and vacant positions amounted to R146,587 million. The under-
spending represents a 19.3 percent variance. The savings for programmes
7 and 8 amounted to the R276,425 million, which represents a variance of
2.1 per cent.

Services rendered by the Department

Most of the work of the National Treasury is of a fiscal and financial nature,
servicing organs of the State in all three spheres of government and foreign
multilateral and national ingtitutions. Only a small part of the work of the
National Treasury provides for services related to the payment of pensions and
other post retirement medical expenditure.

Capacity constraints

Though the National Treasury has performed its responsibilities, it has done so
by imposing very high performance requirements on its current staff. The
National Treasury finds great difficulty in recruiting all the personnel that it
needs, as such skills are not easily available and are expensive due to private
sector demand.

Utilisation of donor funds

Local and foreign assistance received in cash during the year amounted to
R10,9 million (2003/04: R7 million) relating to various projects.
Expenditure incurred amounted to R9,5 million (2003/04: R5,7 million).
Assistance in kind for the 2004/05 financial year amounted to an estimated
R147,4 million (2003/04: R46,1 million).

The National Treasury transferred funds to external spending agencies
amounting to R9,09 million on behalf of the Reconstruction and
Development Fund. These amounts are not reflected in the Statement of
Financial Performance due the National Treasury only acting as a conduit for
those funds.
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Public and trading entities

Public entities

The Minister of Financeisresponsible for several public entities. These pub-
lic entities are as follows:

South African Revenue Services

The South African Revenue Service Act (1997) gives the South African
Revenue Service (SARS) the mandate to collect national taxes from eligi-
ble taxpayers, and to collect customs duties at borders, ports and airports.

Development Bank of Southern Africa

The Development Bank of Southern Africa (DBSA), a development
finance institution wholly owned by government, is a Schedule 2 public
entity governed by the Development Bank of Southern AfricaAct (1997).

Financial Intelligence Centre

The Financia Intelligence Centre (FIC) was established in terms of the
Financia Intelligence Centre Act (2001) and has been operational since
February 2002. The FIC operates as a separate state agency. The core
function of the FIC is to process, analyse and interpret information dis-
closed to it from banks, accountants and lawyers, as well as reporting
institutions such as dealersin Kruger coins and dealers in motor vehicles.

Financial Services Board

The Financial Services Board (FSB) is a statutory body established in
terms of the Financial Services Board Act (1990). It supervises the activ-
ities of non-banking financia institutions and services, and acts in an
advisory capacity to the Minister of Finance. The Board isfinanced by the
financial services industry, with no contribution from government.

The board supervises institutions and services in terms of 16 Acts.
Functions include regulatory control over insider trading and the partici-
pation bondsindustry, certain trust and depository institutions, and central
security depositories responsible for the safe custody of securities. The
board is aso responsible for the financial supervision of the Road
Accident Fund.

Public I nvestment Commissioners

The Public Investment Commissioners (PIC) is a statutory body governed
up to 31 March 2005 in terms of the Public Investment Commissioners
Act (1984) - anew Act (Public Investment Corporation Act (2004)) estab-

-
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lishes the PIC as a separate juristic person. The PIC is effectively self-
funded, and invests and manages funds on behalf of various public sec-
tor bodies, including the Government Employees Pension Fund (GEPF).

» Accounting Standards Board

The Accounting Standards Board (ASB), established in the latter part of
2002 in accordance with the PFMA (1999), as amended, is mainly respon-
sible for setting the accounting standards of generally recognised account-
ing practice (GRAP) in government.

Trading entities and other national government business
enterprises

* Project Development Facility

The Project Development Facility (PDF) is a single-function trading enti-
ty in National Treasury's PPP unit, created in accordance with the PFMA.
Its role is to pay for services provided by consultants (transaction advi-
sors) on contract to a department or public entity for a PPP. After the
financial close of the PPP, the funds are recovered from the successful pri-
vate party bidder.

During the last financial year the PDF did not receive any funds as proj-
ects were still at the procurement stage.

» South African Special Risks Insurance Association (SASRIA)

SASRIA Limited was established in terms of the Conversion of SASRIA
Act (1998) and is listed as a Schedule 3B public entity reporting to gov-
ernment. It is a short-term insurance company that provides cover for
damages caused by politically malicious acts, riots, strikes and public dis-
orders.

Organisations to whom transfer payments have been made

The National Treasury, through its Fiscal Transfers programme, makes funds
available to public authorities and other ingtitutions in terms of various legal
provisions governing financial relations between government and the particular
authority or institution, including international development institutions of
which government is a member. Kindly refer to annexures 1C, E and F.
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Performance information including corporate governance
arrangements

The National Treasury has a fully functional Audit Committee (AC) and Risk
Management Committee (RMC). Both Committees operate within approved
written terms of reference and meet regularly during the year.

As it is required in terms of Treasury Regulation 3.2.7 for the Internal Audit
Function to prepare and execute arolling 3-year strategic internal audit plan, the
Internal Audit Function (IAF) issued audit reports relating to the financial
management and control environment of each division. In addition to the
above-mentioned financial management audits, the |AF issued an Informational
Technology Audit Report detailing IT systems control and other related
weaknesses.

Furthermore, the National Treasury, as part of its Risk Management Framework
regularly, in conjunction with the |AF, conducts risk assessments at divisional
level. All identified risks are included in the Department's newly developed
Risk Control Register. It is envisaged that responsible managers within each
division be identified to ensure that such risks are continuously monitored and
appropriate actions taken/implemented on a timely basis.

The outsourced | AF's contract was originally awarded for a period of two-years
and expired on 31 August 2004. An extension of the contract was granted for
an additional 14 months due the IAF being required to complete the audit work
as contemplated by the rolling 3-year strategic internal audit plan.

Further enhancements concerning the National Treasury's internal control
environment concluded during the year under review relate to the improvement
of the financial system controls environment and secondly, disposal prescripts
regarding moveable assets. |n addition to the above, the National Treasury will
review al financial prescripts, related policies and procedures for al financial
matters in the coming year to ensure their applicability and alignment with best
practices.

New activities

One of the major new activities undertaken by the National Treasury is the
implementation of the Municipal Finance Management Act (MFMA), which
took effect on 1 July 2004. Though its implementation has been phased in, the
National Treasury was required to provide training, guidelines and regulations
to assist 284 municipalities.

An Infrastructure Investment Improvement Programme has been designed to
assist provincia departments of education, health, roads and public works to

8
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improve and modernise their planning and project management capacity. This
project was in response to problems of slow spending on capital projects by
various provincia departments.

The National Treasury introduced a three-year research programme, focusing
on growth, employment and broadening participation in the South African
economy and to provide assistance with consultation and development of
practical proposals for a collaborative Southern African Economic Research
Programme. The project will include consultation with the economic research
community relating to the possible establishment of an economic research
entity.

9. Events after the reporting date

Payments to the value of R146 million (2003/04 R99 million) were processed
during April 2005, which relate to the 2004/05 financial year. These payments
have not been included in the annual financial statements for the 2004/05
financial year, which were prepared on the modified cash basis of accounting.

10. Standing Committee on Public Accounts (SCOPA) resolu-
tions
There were no new SCOPA resolutions relating to National Treasury from the
2003/04 financial year.

11. Acknowledgements

| would like to express my appreciation to all the members of staff for their
continued support, hard work, dedication and commitment in pursuing the
objectives of the National Treasury.

Approval

The Annual Financial Statements set out on pages 87 to 156 have been approved by the
Accounting Officer.

Lesetja Kganyago
Director-General: National Treasury
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TO PARLIAMENT ON THE FINANCIAL STATEMENTS OF

VOTE 8 - NATIONAL TREASURY
for the year ended 31 March 2005

AUDIT ASSIGNMENT

The financial statements as set out on pages 87 to 156, for the year ended
31 March 2005, have been audited in terms of section 188 of the Constitution
of the Republic of South Africa, 1996 (Act No. 108 of 1996), read with sections
4 and 20 of the Public Audit Act, 2004 (Act No. 25 of 2004). These financial
statements, the maintenance of effective control measures and compliance with
relevant laws and regulations are the responsibility of the accounting officer.
My responsibility is to express an opinion on these financial statements, based
on the audit.

NATURE AND SCOPE

The audit was conducted in accordance with Statements of South African
Auditing Standards. Those standards require that | plan and perform the
audit to obtain reasonabl e assurance that the financial statements are free of
material misstatement.

An audit includes:
e examining, on atest basis, evidence supporting the amounts and disclo-
sures in the financial statements,

¢ assessing the accounting principles used and significant estimates made
by management, and

e evaluating the overall financial statement presentation.

Furthermore, an audit includes an examination, on atest basis, of evidence
supporting compliance in al material respects with the relevant laws and
regulations which came to my attention and are applicable to financial mat-
ters.

The audit was completed in accordance with Auditor-General Directive
No. 1 of 2005.

| believe that the audit provides a reasonable basis for my opinion.
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AUDIT OPINION

In my opinion, the financial statements fairly present, in all material respects,
the financial position of the National Treasury at 31 March 2005 and the results
of its operations and cash flows for the year then ended, in accordance with
prescribed accounting practice and in the manner required by the Public
Finance Management Act, 1999 (Act No. 1 of 1999).

SPECIAL PENSIONS BOARD

In terms of section 7 of the Special Pensions Act, 1996 (Act No. 69 of 1996)
the Special Pensions Board determines who qualifies for benefits and what
benefits they qualify for. However, in terms of section 9 of the said Act, the
National Treasury is responsible for the payment of benefits to beneficiaries
who qualify in terms of the said Act. These payments amounted to
R269 191 000 during the year under review (2004: R215 129 000).

The Specia Pensions Board is the accounting authority and is therefore audit-
ed separately from the National Treasury. The validity of the said amounts
was therefore established during the audit of the annual financial statements
of the Specia Pensions Board and reported on separately.

APPRECIATION

The assistance rendered by the staff of the National Treasury during the audit is
sincerely appreciated.

—
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Auditor-General

Pretoria

31 July 2005
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The Annual 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 Annual Financial Statements and to comply
with the statutory requirements of the Public Finance Management Act (1999), the
Treasury Regulations for Departments and Constitutional Institutions issued in terms of
the Act and the Division of Revenue Act (2004).

1.

Basis of preparation

The Annual 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 isreceived or paid. Under the accrual basis of
accounting, transactions and other events are recognised when incurred and not
when cash is received or paid.

Revenue
Appropriated funds

Voted funds are the amounts appropriated to the Department in accordance
with the final budget known as the Adjusted Estimates of National
Expenditure. Unexpended voted funds are surrendered to the National
Revenue Fund, unless otherwise stated.

Departmental revenue

Sale of goods and services other than capital assets

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

Fines, penalties and 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.

I nterest and dividends

Interest and dividends received are recognised upon receipt of the funds, and
no provision is made for interest or dividends receivable from the last receipt
date to the end of the reporting period. They are recognised as revenue in the
Statement of Financial Performance of the Department and then transferred to
the National Revenue Fund.
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Sale of capital assets

The proceeds from the sale of capital assets is recognised as revenue in the
Statement of Financial Performance on receipt of the funds.

Financial transactionsin 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.

Cheqgues issued in previous accounting periods that expire before being
banked are recognised as revenue in the Statement of Financial Performance
when the chegque becomes stale. When the cheque is reissued, the payment is
made from Revenue.

Local and foreign aid assistance

Local and foreign aid assistance is recognised in the Statement of Financial
Performance on receipt of funds. Where amounts are expensed before funds
are received, areceivableisraised. Where amounts have been inappropriate-
ly expensed using local and foreign aid assistance, a payableisraised. Inthe
situation where the Department is allowed to retain surplus funds, these funds
are shown as revenue.

Expenditure
Compensation of employees

Voted funds are the amounts appropriated to the Department in accordance
with the final budget known as the Adjusted Estimates of National
Expenditure. Unexpended voted funds are surrendered to the National
Salaries and wages comprise payments to employees. Salaries and wages are
recognised as an expense in the Statement of Financial Performance when the
final authorisation for payment is effected on the system. The expenditure is
classified as capital where the employees were involved, on afull time basis,
on capital projects during the financial year. All other payments are classified
as current expense.

Social contributions include the Department's contribution to social insurance
schemes paid on behalf of the employee. Social contributions are recognised
as an expense in the Statement of Financial Performance when the final
authorisation for payment is effected on the system.
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Short-term employee benefits

The cost of short-term employee benefits is expensed in the Statement of
Financial Performance in the reporting period when the final authorisation for
payment is effected on the system. Short-term employee benefits, that give
rise to a present legal or constructive obligation are disclosed as a disclosure
note to the Annual Financial Statements and are not recognised in the
Statement of Financial Performance.

Long-term employee benefits and other post employment benefits

Termination benefits

Termination benefits are recognised and expensed only when the final autho-
risation for payment is effected on the system.

Medical benefits

The Department provides medical benefits for its employees through defined
benefit plans. Employer contributions to the fund are incurred when the final
authorisation for payment is effected on the system. No provision is made for
medical benefitsin the Annual Financial Statements of the Department.

Post employment retirement benefits

The Department provides retirement benefits for certain of its employees
through a defined benefit plan for Government employees. These benefits are
funded by both employer and employee contributions. Employer contribu-
tions to the fund are expensed when the final authorisation for payment to the
fund is effected on the system. No provision is made for retirement benefits
in the Annual Financial Statements of the Department. Any potential liabili-
tiesare disclosed in the Annual Financial Statements of the National Revenue
Fund and not in the Annual Financial Statements of the employer department.

Other employee benefits

Obligations arising from leave entitlement, thirteenth cheque and perform-
ance bonus that are reflected in the disclosure notes have not been paid for at
year-end.

Goods and services

Payments made for goods and/or services are recognised as an expense in the
Statement of Financial Performance when the final authorisation for payment
is effected on the system. The expense is classified as capital if the goods and
services were used on a capital project.
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Financial transactions in assets and liabilities

Financial transactions in assets and liabilities include bad debts written off.
Debts are written off when identified as irrecoverable. Debts written off are
limited to the amount of savings and/or under spending available to the
Department. The write off occurs at year-end or when funds are available. No
provision is made for irrecoverable amounts.

Unauthorised expenditure
Unauthorised expenditure, is defined as:
e The overspending of the Vote or a main division within the Vote, or

» Expenditure that was not made in accordance with the purpose of the Vote
or, in the case of amain division, not in accordance with the purpose of the
main division.

Such expenditure is treated as a current asset in the Statement of Financial

Position until such expenditure is approved by the relevant authority, recov-
ered or written off as irrecoverable.

Irregular expenditure

Irregular expenditure, is defined as expenditure, other than unauthorised
expenditure, incurred in contravention or not in accordance with a require-
ment of any applicable legislation, including:

e The PFMA, or
» The State Tender Board Act, or any regulations made in terms of thisAct,

or

It istreated as expenditure in the Statement of Financial Performance. If such
expenditure is not condoned and it is possibly recoverable, it is disclosed as
receivable in the Statement of Financial Position at year-end.

Fruitless and wasteful expenditure

Fruitless and wasteful expenditure, is defined as expenditure that was madein
vain and would have been avoided had reasonable care been exercised, there-
fore:

e It must be recovered from a responsible employee (a debtor account
should be raised), or

* The Vote, if responsibility cannot be determined.

Such expenditure is treated as a current asset in the Statement of Financial

Position until such expenditure is recovered from the responsible employee
or written off as irrecoverable.

90

Accounting Policies ﬁl‘t'rrf‘fn'rf T TT‘
PPNy

NATIONAL TREASURY VOTE 8
ACCOUNTING POLICIES (CONTINUED)
for the year ended 31 March 2005

Transfers and subsidies

Transfers and subsidies include all irrecoverable payments made by the
Department. Transfers and subsidies are recognised as an expense when the
final authorisation for payment is effected on the system.

Expenditure for capital assets

Capital assets are assets that can be used repeatedly and continuoudly in
production for more than one year. Payments made for capital assets are
recognised as an expense in the Statement of Financial Performance when the
final authorisation for payment is effected on the system.

Investments

Investments include; investments in associates; joint ventures; investments in
controlled entities and other investments.

Investments are shown at cost. On disposal of an investment, the
surplus/(deficit) is recognised as revenue in the Statement of Financia
Performance.

Receivables

Receivables are not normally recognised under the modified cash basis of
accounting. However, receivables included in the Statement of Financia
Position arise from cash payments that are recoverable from ancther party,
when the payments are made.

Receivables for services delivered are not recognised in the Statement of
Financial Position as a current asset or as income in the Statement of Financial
Performance, as the Annual Financial Statements are prepared on a modified
cash basis of accounting, but are disclosed separately as part of the disclosure
notes to enhance the usefulness of the Annual Financial Statements.

Cash and cash equivalents

Cash and cash equivalents consists of cash on hand and balances with banks,
short term investments in money market instruments and demand deposits.
Cash equivalents are short-term highly liquid investments that are readily
convertible to known amounts of cash and which are subject to an insignificant
risk of changesin value.
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Payables

Payables are not normally recognised under the modified cash basis of
accounting. However, payables included in the Statement of Financial Position
arise from advances received that are due to the Nationa Revenue Fund or
another party.

Lease commitments

Lease commitments for the period remaining from the reporting date until the
end of the lease contract are disclosed as part of the disclosure notes to the
Annual Financia Statements. These commitments are not recognised in the
Statement of Financial Position as a liability or as expenditure in the Statement
of Financial Performance as the Annual Financial Statements are prepared on
the cash basis of accounting.

Operating lease expenditure is expensed when the payment is made.

Accruals

This amount represents goods/services that have been received, but no invoice
has been received from the supplier at the reporting date, or an invoice has been
received but final authorisation for payment has not been effected on the
system. These amounts are not recognised in the Statement of Financial
Position as a liability or as expenditure in the Statement of Financial
Performance as the Annual Financia Statements are prepared on a modified
cash basis of accounting, but are however disclosed as part of the disclosure
notes.

Contingent liability

This 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 wholly within the control of the Department; or

A present obligation that arises from past events but is not recognised because:

* Itisnot probable that an outflow of resources embodying economic benefits
or service potential will be required to settle the obligation; or

» The amount of the obligation cannot be measured with sufficient reliability

Contingent liabilities are not recognised in the Statement of Financial Position,
but the information is disclosed as part of the disclosure notes.
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Commitments

This amount represents goods/services that have been approved and/or
contracted, but no delivery has taken place at the reporting date. These amounts
are not recognised in the Statement of Financial Position as a liability or as
expenditure in the Statement of Financial Performance as the Annual Financial
Statements are prepared on a modified cash basis of accounting, but are
however disclosed as part of the disclosure notes.

Capitalisation reserve

The capitalisation reserve represents an amount equal to the value of the
investment and/or loans capitalised. On disposal, repayment or recovery, such
amounts are transferred to the National Revenue Fund.

Recoverable revenue

Recoverable revenue represents payments made and recognised in the
Statement of Financial Performance as an expense in previous years due to non-
performance in accordance with an agreement, which have now become
recoverable from adebtor. Repayments are transferred to the National Revenue
Fund as and when the repayment is received.

Comparative figures

Where necessary, comparative figures have been restated to conform to the
changes in the presentation in the current year. The comparative figures shown
in these Annual Financial Statements are limited to the figures shown in the
previous year's audited Annual Financial Statements and such other
comparative figures that the department may reasonably have available for
reporting. Reclassification of expenditure has occurred due to the
implementation of the Standard Chart of Accounts. It isnot practical to present
comparative amounts in the Cash Flow Statements, as this would involve
reclassification of amounts dating back to the 2002/03 year end.
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National Treasury

NATIONAL TREASURY VOTE 8

NOTES TO THE APPROPRIATION STATEMENT
for the year ended 31 March 2005

Notes to the Appropriation Statement ,TT T T TT"TT 1_“1.' TT-

NATIONAL TREASURY VOTE 8

NOTES TO THE APPROPRIATION STATEMENT (CONTINUED)
for the year ended 31 March 2005

Vobad Furee Actual Wil ret o
4.1 | Par Progmmma after Virgmant | Expandiune g0 %
83,180 31,6502 X278 48.8

Firansal acsourdng and
raparting

Savings of B 11 milllon were effected In reapect of
conalllants and lowsr clalms then anticipetad Wik
ragard 1o sudt fsax. Tha balancs of the varisncs relnbes
to underspanding on vacant posts, which have bean

Clvil and miltary panslone,

Subpaguerthy filke,
2003,008 | 1621310 | 142847 | 98.1

Savinge of R 1428 millan wam maink dus o

1. Detail of transfers and subsidies as per Appropriation Act
(after Virement):
Detail of these transactions can be viewed in note 8 (Transfers and subsidies)
and Annexure 1 (A - H) to the Annual Financial Statements.

2. Detail of specifically and exclusively appropriated amounts
voted (after Virement):
Detail of these transactions can be viewed in note 1 (Annual Appropriation) to
the Annual Financial Statements.

3. Detail on financial transactions in assets and liabilities:
Detail of these transactions per programme can be viewed in note 6 (Financial
transactions in assets and liabilities) to the Annual Financial Statements.

4. Explanations of material variances from Amounts Voted
(after Virement):

Votad Furh Actual WP Bres ol
&1 | Par Programme after Virement | Expandiune L %
Administration 143, 386 B8 MG o4 245 B2.2

Undorepending wis malnly dus to the dalmy In
the refurblshmeant of the Centuron offices and re-
mcoping of the Documant Marsgamant Syetem Projact.
A ravlew of e structuras for the Informalon Tachnolaogy
Wrat and  the Secuity LUnit conbhibued @ @&
Underspsansgiteg In compasaticn of amployess,

Econanmi policy and budget
managamant

150,854 138,724 15130 | 900

Programme 2 divislans cortinus to sxperisnca dificulty
In airecing quelfled professionel waf, resutng In
underespanding aganet the pareannal budget and slowar
prograss  thanandcpaisd  In budgsisd ramsarch
mnd conmulency profacia.

Azsat and labllky
MEnRgemart

53,878 26280 | 27818 | 487 |
The underspanding of R 252 milllon |8 cus to two
projects Strta Cwrad Ertacprisss (SOEx) Treamury
Oporalors and Mandete of Development Flnence
Inatitulivng (OF1'S] baing done in howss, filowing the
Minlxtar's Commitas razoidon. The balancs & I
respect of parmonral cost savings. Tha sabblisRmeet

Firanclal manegemant snd
ay&teme

of the dhvialcn &8 &l 31 March 2008 |n B8 per cont fillad.
db1, 73 | HB;MB | 146,314 [ 644

Lﬂl'ﬂﬂ mlngl of R10% milllon were effeciad @9 @ regdt
of iha restruciudng of the Chisf Dimeciormis: Financlal
Syatams. This Includsd Hw rersgotiston snd
transformetion of te previous sugplier conrasts inls
aw, mome cor-effactive earvice eval agrasmants. The
raraining undarspanding raletax  mosiy B

mfﬂm‘m‘“ T T e T T T

7256442 | 7124864 | 133778 | €B.2
Flacal iranafars 1=

f Fefer (o tw Report of the Accountng ONicar for |
detailed ssplanalion of underspending.
VYarunce
2004TH5
4.2 | Par Ecanamic clasalfication R3O0

Current peymenbe;
Companasian of smplopaes 116,716
Boods and asrvicas 184,178
Financial trensastions in sesete and liabilitiss {818
Tranwiere and mubeldive:
Provinces snd municipallies 103
Dapartmantal aganchas and accounis 1
Pukdlc corporatiors and privete antorpriean 48,002
Forsign govsenments and (ntaynatianal arganisalons 85,138
Hoursholds 6102
Paymant far capltal aasats:
Mechinary end equipment 12,280
Software and other (Nlangible assss 11,120
Total: B2 D12

companaation of amploymes.
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STATEMENT OF FINANCIAL PERFORMANCE

Statement of Financial Position ,1“-!1 T 1‘ TT TT ‘! —tﬂ T T-
NATIONAL TREASURY VOTE 8
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STATEMENT OF FINANCIAL POSITION

for the year ended 31 March 2005

Natlonal Treasury

for the year ended 31 March 2005

Motes  DO0€DA 203004 Mo 234108 200/
R'G00 R'DO0 R0a0 R0

REVENLUE ABBETA
Annual approprialicn 1 14,021,818 12,883 208
Depsrimenttal everme 2 1,841 45T 2,131 387 Currant apasta [ RLE 01, Bdd
Local and foralgn ald sxslstanca 4 10,873 7 02 Unathariesd expanciurs 7 167 1687
TCGTAL REYENUE 15,974,344 14,731, 748 Canh mnd ossh aqulveants 10 GBA 358 267 814

Frapaymee and edyencan L 82,237 26,5756
EXPENDITURE Racenabioy 12 8,830 T 504
Currant axpandiune Local and foralgn ald axslstancs recshablis L} b2 4
Campansation of ampkryses £ 13862273 1,388,435
Goods and parvices a A58 258 376140 Mohecurrent easata 200,000 200,000
Financisl raneactians (n aesats and ekl a g15 1,050 [PaEtrsts 13 | 200 Q00 | | 200 00 |
Local and forelgn ald essdetance i g 458 - JCr
Total aurrent secpernd [Eura 1,704,844 1,7a% 03 TOTAL ABBETH a3 884 B01, 844
Tranafars and subaidies a 11,780,734 10,31B, 046 LABILITIES
Expandrture for capital sescte Cumant (lehlitlae 535,943
Machinary end equiprment B 4,ar8 11,734 Wited fursds 0 b aurrandersd t e Matisnal Revenue Fur 14 §3z 012 2, 240
Softwanes and other (ntangibie asssts B 1,808 Bar Daparimental revanus Lo e aumandssad Lo the National FRewvanus Fund 15 31,429 22,228
Local and foralgn ald asaistanca a 25 el Payablan 18 T 868 34 DR
Totnd expanditure for capital asants 16,009 1%,530 Local and forelgn ald sesletance rapayebis 3 182 -

Lesal and faraigr aid et wrutlisesd 2 1,288 1,810
TOTAL EXPENCITURE 13 288 12,098, TEB

TOTAL LIABILUITIES a3 844 ad1,82%
MET BURPLLIS FOR THE YEAN 2ATANES 21 s

MET ABSETS 200,007 205,018
Raconolliatdon of et surplus for the year
‘oted fursde to b surrendered ta the Kelonal Revenus Fund 14 Faz.012 490 243 Rapressntad by
Daparmertal revenue Lo ba sumanderad Lo the MNational Revanus Fund 15 1,841 457 2,131,387 Capitallsation regerne 200,000 200,000
Local and farelgn ald essistance 3 1,468 1,358 Racovarable reysnUe Fi 15
MET BURPLUA FOR THE YEAR 2ATHIH &, 031, 6 TOTAL HET ASBETE 200,007 200,015

VMM

u. oWy N N
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eIy Cash Flow Statement R PP F PP

NATIONAL TREASURY VOTE 8 NATIONAL TREASURY VOTE 8
STATEMENT OF CHANGES IN NET ASSETS CASH FLOW STATEMENT
for the year ended 31 March 2005 for the year ended 31 March 2005
Notes  2D04/08 2AbA04 oter 200408
R'000 R000 R'000
Capitalisetion resorve CGABH FLOWE FROM CPERATING ACTIVITIES
Ravenue 15,873 033
Cpaning alanca 200,000 200,000 Andiuml appropriated funts received 14,021,918
Cloalng baisnca 200,000 200,000 Daparimartal rmvanus racelvd 1,941,150
Local and foralgn ald assixtencs raoshed a a7
Rocoverablo revenue : —
(B Inp) LECIEED I =3 Paymants 18 484,374
Dabte recaysrad fincluded In dapartmental revanus) Zn [24} B W
Dabis raised 18 4 Trarafars and subskdies pald 11,780,758
Clowing balance 7 15 " and subsidles pal SUALL ik 8
Mat d In workl [l 11,008
TOTAL 206,007 200,048 SRR WA == P Y TE
Surmendersd to Matlonal Reverus Fund ] (2, 1T 46T
Mat cash Aow avallable from cpereling activiiies 1B 2506
CGABH FLOWE UBED IN INVERTING ACTIVITIES
Expanciture for cagtal asasts (10,0C8)
Frocands from sabs of caplisl annsin - 37
Mat comh Acws psad In Inveating activitian (9,703}
CASH FLOWE LISED IH FINANCING AETIVITIES
Daoranss 0 oans reca iy (8]
Hat cash flows ussd In financing activitae (4}
Mat Ingraass In canh and cash aguivalants 08,55
Canh end cesh aquivelants gl the baginning of tha yaer 257 814
Cash end cash equivelents st and of ysar 10 588,358

AV RVEVEVEY! gty lylyiviy:

A/ \ ¥4
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NATIONAL TREASURY VOTE 8

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

for the year ended 31 March 2005

Annual Appropriation

1.1

Included mre furde epproprieted In tarme of the Appropristion Act fr Metionel Depatments (Wobed

fLincie),
Tl
Final Aptual Funda Yarluncs Apprapristion
Al Approprietion |  Racalved A
R 00g ROQ0 R'0QD R'DO0
Adminimtraton 143,608 PRl 4 240 111,880
Eoanamic palloy and budgat 160,554 135,734 15,130 126,283
MENRG smamnt
Aszsat and Babllky 83,878 28,280 27818 B, 821
IMENRg smart
Flrandcal managemant and 351,70 238 418 126,314 34 3,50
EyEtEme
Financial mezaurting and BE,180 21,802 23278 83,323
reparing
Provinciel and locsl 3,834 280 3,634, 280 - &284,318
| government iranefom
Clvil and miltary pansians, 2,083 a5 1621318 142, 847 240 000
centributions i funds and
athar banefts
Fiszal ransfors Tl 2 7124 884 133,778 5149152
Tobal 14,021 B1@ 13,488,904 E32,2 12 E83 288

Nationg| Tressuy Rios falby somplied with the Divigion oF Reserioe A (Mo, 5 of 20043 oy aneuring et
all fmds rarsfamsd & provincas and municipaliies wars to thalr pinary bank sccoums and Lt
provinces mnd municpeliisa complied with ha condltione far the grats administsred by Mallonsl
Tragsury, Na funda wara withhald though some paymenta ware delayed urill conditiona for the gramta

had iean rmst

Mo spaciic outpuis are required for b Provinclal Infrasruciure Grant. Spacle outputs achiaved for

lhe Local Boyernment Francial Mansgameant Grants includes the tabling of the threa-year badgets
consistent with the IDFS, submigsion of In-ysar reporls against badgets and Ring of key pasitions.
The Locsl Gsowernmant Restructurdng Grant i & discrafonary gant subjscst to applicaion and
egrasTanl on benchmarka In reepec] of an eligible municpelity.

Dapartmantsl rvanus bo ba surmandersd to tha Netlional v
Revanus Fund
Sales of goode and waryicoes oiher than ceplial eesote
Flnes, partles and kriats

Irrtarast, dhidends mnd ranl on land

Sales of caphal sesete
Finansial trardmacion in aaasls arnd lipbilities
Totel deparimanial revenue colleched

OEROLY)

A\ /RN /SR \ /4 \ J

National Treasury

110

2t

S0 S AT
R'0B0 R'OCD

43,018 12,298
154, 0] 160, 0200
1,742,188 2,000,560
307 -
1048 5,523
1,41 487 2,131,387

Notes to the Annual Financial Statements .1*"!‘ T '!' TTTT 1_,1. TT-
M

NATIONAL TREASURY VOTE 8

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)
for the year ended 31 March 2005

21  Finenclal transactions (n pessts and lInbilhies

Hatury of ke racovaryd
Chaquas writtan back
Cthar

Toltal firanc/al raraections In asssts and llablliss

3. Local and foreign ald assebence
a1 Asslstance recelved In camh

Hame cf donor and purposw

Looal
Capartmantal alds programma

Faraign
Financial rmanagamant
Improvemat programme (FM P

Intemetonal  dewelopment oo
oparation  Auppoft  programme
(ELIDC

Japan  dealopmert  conporation
infearration syt [JICADC IS
Alrican budgel reform saminar
Taahn|osl assixtancs unlk
([EUTATI)

Totul axaistanca racalved In cash

Bl Ameunt Inchudas both caplisd and curanl sxpanditure,

Arabyals of balanca
Local and foralgn ald racsivabla
Local and forelgn ald unutikad

Local and fareign ald payabls 1 ROP fundionors

Cloalng balancs

12 Ferelgn pealstence recabved In kdnd

Mama of donor end purposs
U3AID = Bupport Govesrnment's

coordirate growtn Bromating sconamie palicies

Dapartmart of Inlsrnadanal Davslopmant (OFI0) =

mguletory Impact anatyala
Depsrimest of

Imternatione Dol oprmsnt

Implernartation of sconomic managament for  povary

allminmtian

Euopaen Unlon = Inlemetonal tachnicel sesletance

LMEAID - FPF Unil suppest
Sub toial

111

ol 200304
R'U00 R'008
428 183
4220 9324
5,048 0,823
Cpaning Clasing
Balanca Rsvanue Expandiurs ™ Balanca
R'0OQ R'002 R'OM0 R0
{4 80 {4 22
B4 B 572 (B 427 a8
102 2,080 (1,832) ano
7 - - 7
= s {154) 158
- 1,000 (1,082) (az)
1,008 9,067 (9, 4B4) 1,459
00408 20030
R'a5d R'008
(B} {4}
1,388 1018
163 =
148 1,006
efforte to0 fomulete and - 28413
Study on 1,000 -
—  Improved - 3,630
- 1,803
2,364 -
3,584 44,845

ORI ROROEULY
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NATIONAL TREASURY VOTE 8

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 March 2005

b |45 [pal 2008754
Foreign exsistanca racabved In kind (Comtnued} R'OS0 R'&00
Sub totel carmied forwerd 3,504 44,845
LSAID: SEGAMESP - facal Incldenca shdy g1g -
LIBAID = tachnical advisar to support Implsmantatan of MFRA 3,000 -
Crman Technical Assletlance - Technical adviear to suppont 2 500 -
imglermertetion of MERA
Dwmpartment of [ntemational Devalopment [DFI0) - Tachnical 1,000 -
dvizor to suppart Imphsmaniadan of MEGA
UNDP Suatainabla Human Devalopmert - Tachnical seslstance 138,400 1,181
(1] [E#
Total forsign ekl masletence recaived In Kdnd 147,283 AE 098
4. Componedtion of amplcyoss
4.1 Saluriss and Wages
Enslc nelary 106,827 a3,870
Farfarmence mward 10,060 < 438
Serdca Basad é 5
oo 1 St A  roL et i [l 8,880 ¥ B34
Fwriodlc peymanis 22 2
Ciher nen-pensionabe alknwancas 18,370 13,330
Pl LEME LR L Coumes ki
Avariga numbear of ampleysoms [Refer to 4.1 ard 4.2.1) [ty a4
4.2 Eoolal contdbutions
.21 Bhori-tsrm smployss bansfha
Pansian 14,284 11,671
f il | ol 20 4112
LIF - 3
Bargalning councll 18_ 10
Total short-term amployes bansfita 12,031 15,796
4.2.1 Poxt smploymant ratiremant benefis
Mesdical 1,156,858 1,258,073
Total post smployment radrement bansfite 1,108 B5E 1,250,073
Total companaation of amployacs 1,962,373 1,338,436
AVeTLLa numbar of panelcners (Refor ta 4.2.2) 100 785 110 298
8. Goods and marvicas
Advertising 3,040 1,693
Artandance fass dncluding reglenation fses) a7 -
Eank ohargas and card fsax 7B T.EER
Burmaries [smployace) BT 238
Commurscetion B 71 BTT2
Compular asn(cen 188,485 215,083
Coneulimmts, cormracton and spaciel sarvices B4 BER 85 248
Courer and dellvary mervican ol -14 140
Bub total 24 ¥, 083 216,136

VLV LN LVLS)
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NATIONAL TREASURY VOTE 8

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 March 2005

200/ O 200354
Qoods and asrvices (continued] Ry ROS0 R'00
Bub tobal carried forward 207,083 S1E.138
Crivary' (Icancas and penmib 1 =
Ertartalnrmset 1,769 1,458
Externmd audk fean LR B B3B B BEE
Equlpmert less than R3O0 1,347 3,281
e sevtary az TF B 2 §.Bar
Loyl fommm 3149 4 739
Melrtanance, rapalre end running coat 2,207 1,234
Meslicel Searvices 1 -
Dpsarating leoses 2,340 1,540
Parzorinal agancy fass B 383 B BB
Fhatographic nervices 18 -
Planl, fiewers cand oifer secorations 170 -
Printing and publlestons khl-] -
Profannlonal podiss mnd marmbarship fass o84 40
Reastlamart cost 487 2012
Bubgcrptions 433 =
Crmisc] lnamahold progserty sepandliura 21 -
Trans/abone and arsaripicons ) 17
Travel and aubslatence a3 - Al 18,402
Venues and faclites 5,240 3543
Tralning and staff cavalopmant 4 522 11
Total goods and warvices po L% 1] AT A0
21 Extarnal audh feas
Raguiarity sodite 8,638 4 B27
Parormancs wudis - BE4
Ciher audie - 1,418
Tol external audh fees 4,638 8,826
5.2 Imventory [purchesed durng the yaer)
Diearresstics C0r rm el s 8D MG
Food and foad supplias 1 s
Fual, all and gan 10 -
Ciher consumakles 1 -
Parts and olher malntenancs malshal 288 141
Stationary snd printirg 18,083 7 BdE
Rastoradan mnd fitings 281 -
Total Invantory 1F, 2 B,EAT
4.3 Travel und subsaistanca
Local B.61B @254
Foraign 8,158 5225
Tobal travel and wubwistance 1E 18 18,452

113
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NATIONAL TREASURY VOTE 8 _
NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)
for the year ended 31 March 2005

b E 2003754
E. Financiul trananctions In sasats and linbllHes Rl RO R'U00
Chrvar meters loesse wiitten off 2y a2 7z
Diatrts writlan off a7 8 54
Total financlal traneectony In awwetd ard REITE o 1) 1,050
6.1 Cther meterial oo wiitton off
Mature of lopea
Yishiola aocidarts - 20
Caah - 1
Civll and rllitary panslons (bad debts) 4 ) L)
Miscallanaous 5 a
Total lpasns written off [ L]
B2 Baddabis writan off
Mature of debts writisn off
Selary ey merta 1 18
Etats guarartess - 23
Tax dakt 2 -
Cthar -3 13
Total bad debix written off -] B
T Unauthorisad axpandtum
71 Recondikeden of urautherised oxpondiurs
Opaning balanca 187 187
Exparditure awaiting authoraation 167 187
T.2 Unauthoriasd aapand(turs
Dcipdinary wieps takan
Incicant criminal procesdings
Consuttants (183E/RE, Mors g8
Prirting and adminisratha corts (120E8H] Mors 1]
147
2004108 2008704
B Transfars and subaldias [ R'DOO RO00
Provinces and municlpaltiss Annes 14, 18 3.6, TES 3,238,701
Dapartmantal agancies and sccounts Arnax 1C 6,785,737 5,522 514
Unlvarsitises mnd Technkans Aroa; 10 ToE -
Foralgn gowvammarts and (ramationel Arngr TF 350,007 429,318
OfpEnisatisng
Publle corparaliane and privals artarpriass Arnx 1E T.BET 11,569
Mor-praft arganisations Ao 13 &8 B2
Housaholde Arnay 1H B21 1,014,406
Total transfers and subsidisa 11,780, r3g 10,318,048
YKV RVEIEVEY]
114

National Treasury
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 March 2005

b |45 [pal 2003754
Expsndiure for capltal ssssis Mot RGO R'E00
Meshineary and agquigment Anvs 4 B.278 11,734
Softwars and other (rtang(bls aseste Amgs: 2 1,848 Ba7
Totel expesndiure for capial asets B34 1241
Toladl excludee caphal expendiure maigbing to local and
foralgn ald, refer note 3,
Cixh and cash aquivelents
Corpdlidalsd Pepmaater Ganeral Asount 88,52 287 807
Canh on handg T 7
Tolal caah i Sob equivalens e PR 1 287,014
Propayments ung sdvances
Traval and subsistance a3 208
Advancad peld to ather andtea - 245
Clalme reccverable [ 35418

Totel prapeymanie and advences

_— =
a2 237 I8 E7E

Recelvablss
onety  Clder than
Laza than thrs thraa
Notsa  ONE YR years YOUrs
Staf? debiors 121 1] 75 106 245 434
Clanrng sccourms 12.2 24 174 208 413 B4
Criher dabtar 123 1,720 1,TE@ 2812 8,2 8,718
Total recsivablas 1,81 1,87 3124 B, 53D ¥ EAd

Amounts of K88 milllen Incuded sbove may not ba reoovamble, but have besn provided far, refer

mote 228,

Incomest paymeants wara mada batwasn 1950 and 2905 to Injury on Duty Panelonam dus 19 e elabes
of thesa penmlonss baing Incomactly ecorded from 1960 to 1908 cecaune of & progremme [Imitatan.
Thia resulted In cumulethre overpayments of B12,8 milon,

20006 2003704
121 Aiaif dabtors RMG0 R0
Cepartmenlsl et 207 388
CHther stalf ceit o) k)
Toinl stalf dalricra 248 434
122 GCherng accounbe
Valus added tax (ARES) 20 -
Thaft ard [oxsas suspanEs 3 413
Dinalkryvances - 121
Total clsaring accounts 13 Bad
20D/ O 2008704
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NATIONAL TREASURY VOTE 8

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)
for the year ended 31 March 2005

123 Othardabiors
Chyll end mikary penalons debt
Ciwil and miliary pansions disallcwansas
Spacial panslons disallowancas
Tatal sther debion

13. Immwimanie

Matura of
Invaates Inwvastmant
Devalcpment Bank of Southern Condrolled sty
Africa
Public Irvastrrsnt Comparatan Controlled srty

Souih  Alrcan Special Risks Caoniralled sty
Ingurance Asacaation (BASRIA)
Toial Imveabmants

14. Voitsd lunde to be surrandered 1o the Matlcnel Revsnus

Fund

Opaning balanos

Tranaler from Stabmant of Financial Pafomanca
Voted funds requented and surmendersd during the year
Pald during ta year

Clowing balance

9. Doparmental rewenue (o b6 sumendomd to tha

Hatlonal Revanus Fund

Opening balenca
Transkr Fam Statzment of Financial Pafomanss
Pald during e year
Slming balarce

1. Payablae )
Amaourts owing 1o othar deparmants deimer B
Advanoes reoniymd a9
Crhar paysebles L
Total peyables

161 Advancss rapabred
Metlonal and provinclal depanimentas; BAS
Implamentaton anc spmon
Katlonal and provincal dapartmerts: LOGIS
Implemandeton and suppard
Tot| pdvancas recs/vad

(VRO

National Treasury

VMM

AW/ AR\ AR\ A\
116

Mo R0 R0

Taz > 1]: ]
3,506 3388

1,851 2171
5aM B 716
Arnas 24 2 H 200,000 200,000
A 24, 3 B = =
Anv: 24 2 B - -
ot [ 1 k]4] 200000

2 240 GO Tosd

E22,012 400,243

- [2EE,003)

(2444 2400] (08, FE4)

Bz 012 244 240

22,220 29,038

1.0 43T Z 131 38T

f1 832 257] {2,138, 1 5]

21428 25,230

H0 Diryn

B e Bl (48 -

- - « BEE

[« il 8,758 26 OB2

70 2c8 10858 34, 060

- 4 074

- 254

- 4 588

17.

14.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 March 2005

2040 3.
R'Q00
a3
3
184
2,285
28
10,371
16,110
3

b |45 [pal
18.2 Cthar payablas L T ROO00
Ine=zarme tax deduction peyakle 11
Penalon eantribulion payvable 4
VAT foralgn ald assistanca -
FRecoverabhs revanue clvll end mitary penslone 2,188
Recaivable interest 20
Civil angd military panodons 2,885
Spadial panalans 1,821
Cher &E
Total othar payables a,raa
Reconcliladon of nat cash fMow from opereting activitles to
almplus
Mat surplus as par Statamanl af Financisl Pedfarmancs 2 474 358
Cecraaed In recalvables 54
Increase in prepaymerts and edvances (28 452]
Diacracena |1 oy abias 34,808
Procesds frorm sala of squipmanl (307
Capllel expendhure 10,008
O o sl items 1,006
Mot cesh flow gensrutad by opereting mctivities 2,484 752
200405
Apprapriatad funce and departrmantal revenus aurrandsead K'Dan
Approprinted funds surandsrad 244,240

Cepartmantsl mvenus aurmandersd

117

1,032 257

Total mpproprintad funds snd deparimental revenus surrsndanad 4,178 497

25 042

200 24T
L]
BO@, Tt
4136104

gHTllEB

LV LV LN LNL)

A\ W/ R\ /R \ W/ \\
Annual Report 2004/05



Disclosure Notes to the Annual Financial Statements ,1-'-!1 T 1‘ TTTT ‘! T T T-

RN LR LR L]
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DISCLOSURE NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the year ended 31 March 2005

NATIONAL TREASURY VOTE 8

DISCLOSURE NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)
for the year ended 31 March 2005

Thasa amourts s not recognisad o e Annual Flirencdsl Stetsrmessts snd s dizcdoped 15 anhanca the 2004108 H03/04
usafulnans of e Annual Flnancial Statements. 22  Provialons Notw R'DaD R'ab0
2004108 2003704 Speclal pansions 22.1 7838 74,703
19.  Cantingent liabllites Homs R'OOD el Madical banafis 222 27 T B6,274
Mitary panslons 2.2 Bp2 803
Naturs Limble o Injury of duty 224 4,578 5,800
Mator yahitls guaranteos Ermigaloymes Annax 3 - 423 Dwubtul debts 2.5 8878 -
Hausing [oan guarartess Employmes Amrax 3§ 1,124 1,052 Al faas 53 8 4 B30 )
I;;.I and farslgn guarertass  Finanalal nathutions A 16,284 848 18 488,077 Total provislona 1,508 128,370
TIS - 10,188
Reirmancs coer EABRLA, 1,000,000 1,600,000
Qutatanding lifs corficatas  Fanslonses 2434 - 221 Epaclal penelom
Cappad mwva commitmants Employessa 12 838 12,038 Qpaning balanca 4703 =
Total contingant [Inblitlas 17,201,808 17491, 778 (Daoraace} § Inoraacs (0 provisian durng e yasr (BT 284} 4708
Closing halancs AL T4, T4
An acluaral yalustan had net bean parformed for the Barme ralalng to miltary and spacinl pensions,
IMjury on duty, cther Denafta and madical clelma. Menegsmanl's beet setmaie beead on avelleble 28 2 Madical bansfis
[nformation hes been Incuded In nota 18 ard 21. Opering balance £8.274 .
OBLE SOaAT4 fDmcrmans) / Incraass In provision cudng 1the pear (27 483} 55 274
0.  Gommitmants R0Q0 R'G00 Glosing balnnce 27,791 26374
Gurramt sxpandhure
Approved and contraciad 7880 1,070 22.3 Military panakans
Sub todal 7,080 1,070 Cpaning balanoa GE3 -
(Dacrsaas} § Increass [n provielon dudng e yeer 1] 2]
Capital sxpanditura Closing balancs 582 583
Appravad and conlrected 1,868 2,440
Ukl 22 S 294 Injury on duly
Qpaning balance 5800
Lkl b L L1 &:alb (Dacreans} f Increass (0 provision durng L syaar {823] 5,300
. Agcruals Closing baluncs 4 978 8,840
Liwted by sconomic cluasification 3 Cuya
Compeniation of ampkoyeas 84,511 84,311 - 24,8 Doubtful dekxte
Goods and saryoes 14 988 14 DEB 4 2B Opening balance - -
Transfars and subsidian 47 104 4T 18909 84, T4T Increass In pravislon meds durng the year 8278 -
Machinery and equipmert 183 158 5 Clasing balance 57D .
Total nccrunls by aconomic cieaslficadon 145854 145,0E4 25013 ——— —
Listed by programms leval 228 AudH feas
Administration 2,683 1,728 Gpaning balanca - -
Eennamic pollcy and bucigat managsment 2814 550 Increass in provision Madke during the year 3,830 0
Aaaat and [labilty msneganent 1ar 3 Cleaing balancas 3,830 -
Finencial managament and eysbeme g,B7E Tag
Finansial asesunting and reperting e L] 2%, Employsa banafia
Chvll and milkany panslans, cantibulons o funds and other hasedte 132,754 45 B0 Ly mortfthemanl 3,750 3,000
Tot Accrunle by programme leval 145, w4 013 Thirteemth chegue 3,720 3,040
Perfanmance bonus 8515 5 565
Tohl empkysa banofits 13,54 12,704
’(LIJ’\?“; A\ ({?'t:“ i j_: 14 {H \\?t\r{?
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DISCLOSURE NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED) ﬁgsiilg e % d3di
Al
for the year ended 31 March 2005
2004105 2003704 4
24,  Laswe commibmante R0 AD00 -EE O N
xyHFEERESEREE
Machinsry and - 3
241 Opesrating (sasas agquipmant i
et kater than 1 yoer 266 338 LT o g
Latar tharn 1 year ancg not [ater than 3 years 17 57R M — = AEHE{3EZESER
Latar trar thrsa ysars 75 76 - Z dloleg g E s X
Total presant valus of lsass Iabliitien T g (51 '-'2-1 5;]2 FomEENE- N
Ll
26,  Irmeguimr sxpendlbure |<_E
261 Reconclliatian of IMegUIAr sxpenditure i sgEsgeraaly
Opaning balanca 176 178 110 - EHRESE ﬁ
Irreguiar expendiure awalting condanament 17§ 175 e < 8 =X 2 FERRERERRI
~ () =
L O N 5_ e
Analysle o Z 5
Priar yaars (200001} 176 178 > A3
174 178 2 ik
(?) _I 8 1 1 n 1 1 n n 1 1 n
262 Imeguier expenditure <=3
xqd 232 SE 8
Chaclplinary wiepa taken/criminel —d £ 5 E EHE
Incident procoedings _ <ZE = =)
Paymant to WEFA =8 sole suppllar of Mone = panding cordonsmant 41 <ZE w9 g
mocnamie Infarmadan (20007013 5 T 3 3
Payment o Caloftta & Touche for (mgel Mone = panding condonema nt a8 — = < =
ArYIcad rendersd (200401} <ZE O = ﬁ §
Paymant to New Africa for distributon Mone — pandirg cordonsment Ll = & -
of the Peaples Guide (2000:01) %) = £ 8
178 IéI:J E
[
Numberof 2004108 2003104 Q 2
28, Zsnlor manegamant personmH Indhviduals R'DOC g1 1]4) L a
Minister 1 870 B4Q = & 53 BE=2882: 83
Dexauty Ministars 1 B2 875 Z en ce{gE2aEEEREY
Diractor-Gansral 1 #78 B30 L 3 -
Caputy Directzra-Ganarsl 8 4,728 4 208 ] o
Total 7,808 7 430 :
5 y
= =
3 % 3
[T o
=9 B -
E
® PlE. § 3%.5%3
=] = = v = g
52 cipza E B
M s =B E
Z o g x 5 g BREE ; 3
E 'ﬁ G da=FIL P2
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ANMNESLURE 2 ANMNESLRE &
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ANNEXURES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)
for the year ended 31 March 2005

AMNNEZLIRE &5
INTER-GOVERMMENT PAYABLES
Comfirmad balancs outstanding
4 March 2004 31 Murch 2004

GOVERNMENT EHTITY RA000 R'080
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St b Irolad e 1 Soberbietirrl of fnmec] gl o (0wl

Daparimant of Jusikes B, [XIB

Fanelcra A minkieton i)
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REPORT OF THE AUDITOR-GENERAL

M

TO PARLIAMENT ON THE FINANCIAL STATEMENTS OF

THE PROJECT DEVELOPMENT FACILITY
for the year ended 31 March 2005

AUDIT ASSIGNMENT

The financial statements as set out on pages 162 to 171, for the year ended
31 March 2005, have been audited in terms of section 188 of the Constitution
of the Republic of South Africa, (108 of 1996), read with sections 4 and 20 of
the Public Audit Act,(25 of 2004). These financia statements, the maintenance
of effective control measures and compliance with relevant laws and
regulations are the responsibility of the accounting officer. My responsibility is

REPORT OF THE AUDITOR-GENERAL

W

TO PARLIAMENT ON THE FINANCIAL STATEMENTS OF
THE PROJECT DEVELOPMENT FACILITY (CONTINUED)

for the year ended 31 March 2005

AUDIT OPINION

In my opinion, the financia statements fairly present, in al material respects,
the financial position of the Project Devel opment Facility at 31 March 2005 and
the results of its operations and cash flows for the year then ended, in
accordance with South African Statements of Generally Accepted Accounting
Practice and in the manner required by the Public Finance Management
Act, (1 of 1999).

to express an opinion on these financial statements, based on the audit.
4. APPRECIATION
2 NATURE AND SCOPE The assistance rendered by the staff during the audit is sincerely appreciated.
The audit was conducted in accordance with Statements of South African
Auditing Standards. Those standards require that | plan and perform the audit
to obtain reasonable assurance that the financial statements are free of mate-
rial misstatement.

An audit includes: s A Fadkaos
e examining, on atest basis, evidence supporting the amounts and disclosures

in the financial statements, Auditor-General

e assessing the accounting principles used and significant estimates made by Pretoria
management, and
: : . . 31 July 2005
» evauating the overall financial statement presentation.
Furthermore, an audit includes an examination, on a test basis, of evidence
supporting compliance in all material respects with the relevant laws and reg- o
ulations which came to my attention and are applicable to financial matters. < ;‘f
Q
The audit was completed in accordance with Auditor-General Directive No.
10f2005' A U DI T OR-G ENIERAL
| believe that the audit provides a reasonable basis for my opinion.
RAVRRARANAS e e EAVAAANAS
A 7\ WM N = = N ZANNAN WM N
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PROJECT DEVELOPMENT FACILITY (PDF)

ACCOUNTING POLICIES ]
for the year ended 31 March 2005

The Annual Financial Statements have been prepared in accordance with Statements of
Generally Accepted Accounting Practice and the Public Finance Management Act, Act
1 of 1999 as amended. The annual financial statements are prepared on the historical
cost basis, and conform, in al material respects, to South African Statements of
Generally Accepted Accounting Practice.

The following are the principal accounting policies of the entity which are, in all mate-
rial respects, consistent with those applied in the previous year, except as otherwise
indicated:

3.1

3.2

4.1

(SRS RORVES LS}

National Treasury

BASIS FOR PREPARATION

The financial statements have been prepared on the historical cost basis. No
modifications were made for measurement of financial instruments to fair
value.

CURRENCY

These financial statements are presented in South African Rand since that isthe
currency in which the majority of the entity's transactions are denominated.

REVENUE RECOGNITION

Government grants for the financing of operating expenditure are those
received from National Treasury, are accounted for as income on the accrual
basis and are not repayable.

Interest is recognised on a time proportion basis and is therefore recognised
asit accrues.

FINANCIAL INSTRUMENTS

Financial instruments carried on the balance sheet include cash and cash
equivalents, trade and other receivables and trade and other payables.

TRADE AND OTHER RECEIVABLES

Trade and other receivables are stated at their nominal value as reduced by
appropriate allowances for estimated irrecoverable amounts.

162
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PROJECT DEVELOPMENT FACILITY (PDF)
ACCOUNTING POLICIES (CONTINUED)
for the year ended 31 March 2005

TRADE AND OTHER PAYABLES

Trade and other payables are stated at their nominal value, which
approximates fair value.

CASH AND CASH EQUIVALENTS

For the purposes of the cash flow statement, cash and cash equivalents
comprise deposits held with banks at fair value.

COMPARATIVE FIGURES

Comparative figures have been prepared on the same basis as above, for a
period of 6 months. The current year financial results are presented for a
period of 12 months.

PROVISIONS

Provisions are recognised when the entity has a present legal or constructive
obligation as a result of past events, it is probable that an outflow of
economic resources will be required to settle the obligation and the amount
has been reasonably estimated.

PUBLIC SECTOR PRACTICES AND POLICIES

INTER-RELATIONSHIP WITH OTHER GOVERNMENT
ENTITIES

The public entity operates as a trading entity of the National Treasury, within
the South African Government environment. In line with prevailing
government practices, the entity is not obliged to pay for certain expenditure
such as office space and utilisation of moveable assets.

PUBLIC FINANCE MANAGEMENT ACT REPORTING
REQUIREMENTS

Section 40(3)(b)

No material losses occurred during the current financial year due to criminal
conduct nor any unauthorised expenditure, irregular expenditure, fruitless
expenditure or wasteful expenditure.
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PROJECT DEVELOPMENT FACILITY (PDF)

INCOME STATEMENT
for the year ended 31 March 2005

2003
(12 monthe)
Notos R
Revenua g add adaad
Opergling exponses (2 132 216)
Proft from operations 1 3 847 781
Insarme fram invasbments 2 804 807
MNat profit for the perod 4 472 588

(VRS X IRVEVEY)
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Project Development Facility (PDF) -TT'TT'T

BALANCE SHEET
at 31 March 2005

2003 2004
(12 monthe) {8 montha)
Notea R R
ABSETS
Curmant asaaks
Trade and other recaivablas 4 50 7BE 72 000
Cash and cash eguivalents a3 10 305 853 & 000 000
Total assets 10 380 418 8 072 000
EQUITY AND LIABILITIES
Rasarvas
Accumulsted proft 10 38R 338 5 BBE THO
Current llabliHea
Trade and other payebles 5 1 080 185 250
Total equity and llabllidos 10 360 418 5 072 D00
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PROJECT DEVELOPMENT FACILITY (PDF) PROJECT DEVELOPMENT FACILITY (PDF)
STATEMENT OF CHANGES IN EQUITY CASH FLOW STATEMENT
for the year ended 31 March 2005 for the year ended 31 March 2005
Aggumulatad 2003 2004
profit (12 manthe) {8 montha)
R
Notes R R

Balange at 1 April 2003 -

Nel profit for the pariod B BBE 750
Cperating activitioa
Balange at 1 April 2004 & 556 T80
Cesn generatad from cpemtlons G 3883811 8 0aq a0
Mel profit for the period 4 4T2 BEB
—_— Irtmrest recalved T B28 42 -
Balanca at 31 March 2006 10 359 338
Mat cash from operating ectivitiee <4 308 BB3 g 000 0ad
Mat Increass In cash and cash equivalents 4 308 853 8 000 000
Caah mnd cash equivalants at beginning
cfthe paried 2 000 Qoa -
Coaah and cash agulvalents at end of
the period 10 308 553 & OO0 0o

yTvelvtete: STy LeTvite:
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PROJECT DEVELOPMENT FACILITY (PDF)

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

for the year ended 31 March 2005

1. Profit from operations Iz mrrived st after taking

the following Into account:

Revmnun from:
= Govamment grante rede|yed

Expanditurs for
= Financiel management aarvicas

- Bank chargas
= PPP transacton adyiacr feas

2. Inveatmant Income

[t mremest roscem| v

3. Cash and cash sgulveinrs

Bank balancs — cUmant acoount

4, Trade and other recalvablow

Accryed Intarsst

B. Trade and othwr payables

Trads accounts peysabla
ACCrued eXpENdEE

yiyLatylvty
National Treasury

168

{12 monthe)

g GO0 GO0

302 100
10 311

1818 808
2132 219

804 30T

10 308 653

EQ 7a5

1 DBO
1 080

(5 montha)

& 000 Q00

185 250

185 2650

¥2 000

8 000 000

72 000

185 250

188 280

Project Development Facility (PDF) .TT

PROJECT DEVELOPMENT FACILITY (PDF)

- ¥ -
o “EET,

NOTES TO THE ANNUAL FINANCIAL STA

SRR LS,

M

for the year ended 31 March 2005

5. Reconclilation of net profit for tha pariod
ta cash generated from opearations

Mat proft for the perlod
IntBrest recaived

Qperating cemh Nows bafore working caphtal
chenges

¥oarking capltal changes:
-{Docraaan) ! incraeee in trade and other
paymbies
Caah generated from operationa
7. Interaat recelved
Actrued Intarset at baginning of the perod
Imtmrest par incame statement
Accrusd Intarast &t the ard of the perdod

Int=rest rece|ved

169

TEMENTS (CONTINUED)

2008 2004
(12 manths) {8 months)
R R
4472 588 5 8588 T50
(804 2077 {72 00Q)
A REY 7R 5814 750
{184 170) 185 250
{184 170} 185 250
3 663 611 5 00 DO
¥2 000 -
g04 807 TZ 000
(50 7BE) {72 000)
626 D42 .

VLV LN LNL)
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PROJECT DEVELOPMENT FACILITY (PDF) PROJECT DEVELOPMENT FACILITY (PDF)
NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED) NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)
for the year ended 31 March 2005 for the year ended 31 March 2005
B. Cormtingant llabllidas 2008 2004
(12 manths) (6 manths)

The accurnulated profit of R 10 3528 336 |5 retalned for the funding <f Transaction

Arvisor coste apaociated wilh setabliehment of seleciad FPP projecies approved for R R

funding during the coursa of the Projecl Deavelopment Facllity's normal courms of

gperatiord. Funding is dmburesd upon the successful achisvement of pradefined 8. Cormmitrants

milesiones and Treasury Approvals. Tha following FPF projects were Idart|fied for

funding during the pariod: Oparating comm [tments

2005 2004 Feyabla within the next 12 months
{12 monthe) {6 montha) - Conbachual commitmants 273 A0 444 A00
R R Payebia batwean 2 and 5 yenrs
- Conbaciuel commlitrnents 273 00 444 BOO

Mortham Cape Office Complex - 717 080 _—
Free &tate New Bulld Hospitals 1 BE1 812 1 BE1 812
Yukurakhe Plant Depot 1481 a11 1081 d11 10, Taxation
Eastam Coape Fharmnmutha_lu 1 730 863 3 148 BEE '
Emr;“g:;“gﬂi':;::;ﬁg; e , ;::’ g:g ; ;g: ggg No provisian |s mads for taxation as the Projsct Development Faciity |s exempt from
'-'"'“t"m Cope Swellendam Hoapls! Z61 450 ’ taxetion b tarm of Sactlon 10(1){a) of the Income Tex Act, 1882,
Dapartment of Labour ICT Convargenca 1 883 994 -
Totl 10 212 321 10 227 738

The eveluation commites withdrew funding for the Morthem Cepe OMca Complax durng
Juns 2004, ax the conditions far funding ware not mst.

The \Wealarn Caps Swallendam Hoepital and the Departmant of Labour ICT Convarganca
projacts were approvad for funding durdng July and September 2004 respact|valy,

Commimaris arising from fiture funding of the abova-darified projects will ba financad
from cash rasources of R10 308 853 as wall as future govemment grants.

AV RVEVEVEY! yleTylviviy:

A\W W2 W \ v
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SERVICE DELIVERY

Service delivery environment

The National Treasury service delivery environment is backed by our mission
and objectives, which aim to promote economic development, good
governance, social progress and rising living standards. Our policies are aimed
at advancing economic growth, broad-based empowerment and the elimination
of poverty. Key factors that have been prominent on our service delivery
environment are reported on bel ow.

Fiscal reform

National Treasury's ongoing fiscal reform is aimed at promoting sustainable
growth and development and poverty reduction, and at improving budgetary
transparency and financial management. The Treasury continues to develop
monitoring and reporting systems to increase transparency and
accountability, and thus improve service delivery.

A financial management priority is to develop public sector accounting poli-
cies to improve the quality, accuracy and usefulness of government's finan-
cia statements. Over the past year, National Treasury has helped to imple-
ment improved financial reporting formats for national Government and
provincial governments. This is part of the process of migrating to comply-
ing with GRAP standards in terms of section 216 of the Constitution.

Macroeconomic policies

Government's macroeconomic policies are aimed at meeting the challenges
of South Africa's social and economic development in the context of an
increasingly interdependent global environment. This includes deepening
South Africa's financial markets, gradually liberalising exchange controls,
improving oversight of the financial sector, improving consumer protection,
and combating money laundering and the financing of terrorism. National
Treasury is actively engaged in the development of the Southern African
region through cooperation with SADC countries on issues such as taxation,
investment and regional economic integration. This work feeds directly and
indirectly into NEPAD. In the domestic economy, macro-economic policies
and regulations are aimed at increasing the efficiency of domestic markets,
and at reforms that mitigate the effects of the dual economy.

Intergovernmental fiscal relations

Building a solid intergovernmental financial and fiscal relations system is
important for service delivery and efficient government spending. A major
area of progress and development has been National Treasury's relationship
with other spheres of government. New frameworks for allocating grants to
provinces and local government provide sharper definitions of the purpose

172
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and intended outputs for each grant. This increases transparency and is
expected to lead to further improvements in service delivery.

The further development of the system of intergovernmental fiscal relations
will be achieved by rationalising grants to ensure that there are fewer, but
better administered, grants, such as the recently integrated municipal infra-
structure grant (MI1G), which consolidates a number of previous municipal
grants.

With the turnaround in provincial infrastructure investment, the main focus
over the medium term will be to use infrastructure delivery to accomplish
other government objectives. The priority will be to facilitate employment
through labour-based and labour-intensive projects. Future initiatives will
focus on ingtitutionalising good practice in infrastructure planning, supply
chain management (procurement) and delivery of infrastructure.

At the local government level, the priority will be to reinforce budget reform
and financial management. Building on the solid legal foundation of the
Municipal Finance Management Act (MFMA) 2003, municipalities will get
targeted support to improve their financial management capacity and to
strengthen the link between policy, planning and budgets through the
MFMA. These reforms are being piloted in selected municipalities and will
be rolled out countrywide over the medium term. This will ensure even
greater transparency in resource allocation and reporting and will, over time,
further improve accountability and service delivery.

Implementing the PFMA and MFMA

The successful ongoing implementation of the PFMA since 2000 has laid a
solid foundation for the rollout of the MFMA. The implementation of the
MFMA, which seeks to introduce similar financial management reforms to the
PFMA at local government level, started in July 2004. Both the PFMA and the
MFMA are key elements in transforming public sector financial management,
one of Nationa Treasury's key objectives. Over the next few years, National
Treasury will be commissioning short courses for government officials to build
the necessary capacity to implement these Acts. The Treasury is also rolling out
financial management systems that will ensure not only transparent expenditure
but also the effective and efficient use of scarce resources for social
transformation. These systems for improving the integrity and effectiveness of
supply chain and expenditure management are part of implementing the PFMA
and are among National Treasury's most important reforms.

Appropriate tax policies

In formulating tax policy, there is a need to align the generally accepted
principles of agood tax system with Government's current macroeconomic and
fiscal policy objectives. In designing tax policy, cooperation between the South
African Revenue Service (SARS) and National Treasury is of utmost
importance, asis daily interaction with the corporate sector and the general tax-

paying public.
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Since 1994, consistent tax policy and administrative practices have been 2. EXPENDITURE
initiated, aiming to broaden the tax base by improving tax administration and
eliminating ineffective tax incentives. This has led to eectronic filing and Table 2.1 Personnel costs by programme, 2004/05
payments, a capital gains tax, residence-based taxation (as opposed to source-
based), and arisk management approach to compliance. Tax legislation isbeing
drafted by expert committees comprised of staff from National Treasury and Professicra | Cmennal Avarags
: . . . . . Todal Peraarinal Tralning Qoat el i paracrnel
SARS, with a clear focus on efficient and internationally competitive taxation Progammy | Expenciurs | Expandiure | Expendiure Inmll parant of Gt pabe
strategies. Anti-avoidance provisions are included during the drafting, to make (R'00D] (Rana) b (MDY “;:I'm" 'm'_m]"
sure that there is better compliance.
Pragramma 1
_ _ T B, 343 a5, B84 15847 12,182 41,1 208
Managing public sector debt ep——
Another priority for National Treasury is the prudent management of E:T-.‘nﬂhmu 158 754 78, BdA a2 24,805 L R | 286
government's financial assets and liabilities, including the domestic and foreign ﬁ;‘;‘.mm
debt portfolios. Since 1999, the debt management strategy has evolved from Programme 1
broad strategic cong dgrqtl ons, where the primary .focus Wgs on access.to capital m .;nu 28,281 17,868 304 120 g7z 278
markets and maintaining a balanced maturity profile, to active debt Managument
management. The primary focus is on financing Government's borrowing Programme 4
requirements at the lowest possible cost within acceptable levels of risk and on Flrarsin 2 416 29,468 1288 B 146 104 395
. . . . Mansgemant ! ! !
the active management of outstanding debt. Strategies are in place to meet and Syatama
Government's borrowing requirements over the medium term. National Pro R &
Treasury is also improving its cash management processes, enabling it to use F""ﬂm M 50d 10,84 i3 7117 "4 201
surplus cash from the provinces. This strategy is impacting positively on angi RapuTurg
government's cost of financing. Erogramme 8
Prvinclal end
International financial relations ;‘:ﬂ'mm“ 3,934,250 o o ¢ d o
The Treasury continues to engage actively with multi-lateral institutions, E—
including the IMF, the World Bank, the G20, the G24, and the United Nations mm'.ng MilHmry
and the Commission for Africa. Over the period ahead priority issues will E‘;’;ﬂl“h“u"m 1,521,320 0 b 14,1 g o
include development policies for African economies and increasing the level of = Funds and
: CAnar Bl
aid flows.
Programme
L : Flacal 7,124 B} 1 0 ] q o
Organisational environment Transirs
The Treasury's current organisational structure was set up in phases and is now ml';:: 8 0 D o g o
operational. To ensure future sustainability, the structure will be reviewed over o 13 4w a ; . p o
the medium term. The review of the organisational structure will result in a i e 4 :
reassessment of the staff component and recorded vacancies.
To provide the required strategic support to the organisation, two divisions
within corporate services, namely IT and Security, will be restructured. As part
of the attempt to improve governance within National Treasury, a new risk
division will be established in the office of the chief operating officer.
(SRORVRPEVEY (SRR VAVEVEY|
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Table 2.2 Personnel costs by salary bands, 2004/05 Table 2.4 Salaries, overtime, home owners allowance and medical aid by
programme, 2004/05

Hona Swhars
Gadary Sadariag Manicnl Anslaty
SalaTy bands Parmonnal Expencdiure % of total paraonel cont AvErege p-'nnnlll oout sende i i Allswmnca sclic ad
(RH0] LD Lo Salarien Ovarlme HOAun m A:lehl
Amount | ssa%of | Amount | exa%of | Amount %ol | Amount | oo o
L v il [ md az o 52,000 (R0} | parmonnel | (R'OOE) | parmennel | [R'O00) | pamonnml | (RN nol
[Levais 1-2) ' ookt ookt tmonkt e
Sxlled Lowar
[Lavalm 3-8 BEEL 2 3,260 o 15 " Y 0 q 3 45 1 177
Highly ahbled Rrochuction —_ 144 118,478 “:L':'ﬂ:: L8 2,552 m 12 & 2 1,8 154 81
Highty sidlind
L e Supervision 64721 3.7 226,120 produstion 17,458 740 78 93 2 13| 1078 a8
! L1 ] |
Sanior manngymum B0.78 48,8 £10,080 Highly aldlind
(Lavmb 13-18) ' ' ' luﬂh‘uhl::rl 40,814 r40 44 1 i 0.9 1,818 a0
Tolad 182> 100 ] whm
Managument 45 224 =0 a a a ) 1,83 21
| (Latmls 1215
Total 1o k7 138 = aTH
Table 2.3 Salaries, overtime, home owners allowance and medical aid by programme, 3. EMPLOYMENT AND VACANCIES
2004/05 .
Table 3.1 Employment and vacancies by programme, 31 March 2005
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Amour] | saa¥ef | Amounl | sswkof | Amound wol | Amount “""""""_l“ﬂ
(R0 nmm [RT00] nmu | oD} pir;:nl | RO "m.‘ Programme 1 182 166 7 24
Progmmme £ s b1y | 21 a5
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[ N 4. JOB EVALUATION
FILLED POSTIONS FER PROGRAMME ] )
Table 4.1 Job evaluation, 1 April 2003 to 31 March 2005
e _ Mmbar of % of posin Proets: LI Pl chiedd ot dowrgradad
T Balary band N T | dobe | % of % of
i B Evalugtad | “TEREY | Number Pt Numiser poat
) y il umisbid weial umisbl
Ifﬂ:uﬂlj'd g 0 g & ) ) )
ﬂ'_“h' as) o 4 &0 4 100 o o
e Highdy shilied
prcdual oh 244 25 Tk ! Ta ] i
" _J [ Lenrmba B
Highly akiliad
aupsrvinlon an T 184 -3 41 1] o
[Levrue B-12;
Table 3.2 Employment and vacancies by salary bands, 31 March 2005 mmw' 1 . " . " 4 4
m 1
Ranlor Managament
Number of powty | i 11,4 4] 4] 4] 4]
Balary band Mumberoipows | MUTEMOPoste | MVASARFRER | npyd addidonsl fo Sarvios Band B
the valaklishmunt Banihnt Mo
e ) ) ) ; Sarvics Band H o d L L L L
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| — ——n Sanior Mnagement | ] f i ] ] 1]
Eumad " a8 ” 3 Barvica Band D
L i Tedad -t 112 128 14 1zr o L
Highiy akdid prodotion
L e ol I o I
Highly sl supirviskon e — o .
Aty 00 4 00000y 00000y _ "4 Table 4.2 Profile of employees whose salary positions were upgraded due to their posts
m;’;‘;;r"“t 167 147 17 1 being upgraded, 1 April 2004 to 31 March 2005
Te o il H il Banefic|mrian Airica Anl Cobaured Whim Tl
(] | n an u
* Meris: This total Inoksdes he Mindrise end Esguty Minlrise
Famale Li 1 1 & 13
il 1 b L L 1
- ~ Todal Fy 1 1 B 14
FILLED FOSITIONS PER SALARY BAND
Table 4.3 Employees whose salary levels exceeded the grade determined by job
evaluation, 1 April 2003 to 31 March 2004 (in terms of PSR 1.V.C.3)
o s ] e T M b o Job evalunticn | Remunsrston Ry $5:r
1 4E e smployess ] el duviation
R i Raterion/
Dimgruty Dirmctar 13 1 12 iy
Orffies Asalrimnd 1 4 & AbamEtian
e y Tedal Number of Employwss whose saleres mmeeded the essl detenmined by Job wvelustion 15
In 20004
Parcamtmgn of inl mmplaymant 2
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Table 4.4 Profile of employees whose salary levels exceeded the grade determined by
job evaluation, 1 April 2004 to 31 March 2005 (in terms of PSR 1.V.C.3)
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Table 5.2 Reasons for staff leaving the Department
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5. EMPLOYMENT CHANGES
Table 5.1 Annual turnover rates by salary band for the period 1 April 2003
to 31 March 2005
Numibar of Termirctiong
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Table 5.5 Promotions by salary band 6. EMPLOYMENT EQUITY
TS Table 6.1 Total number of employees (including employees with disabilities) in each of
Amimry bande Hokch : . .
ﬂ'ﬂ'm""; E iomm iz | premotions m::m- Arogresslans the following occupational categories at 31 March 2005
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Table 6.2 Total number of employees (including employees with disabilities) in each of
the following occupational bands at 31 March 2005

Table 6.3 Recruitment for the period 1 April 2003 to 31 March 2004
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Table 6.4 Promotions for the period 1 April 2004 to 31 March 2005
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Table 6.5 Terminations for the period 1 April 2004 to 31 March 2005
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Table 6.6 Disciplinary action for the period 1 April 2004 to 31 March 2005
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Table 6.7 Skills development for the period 1 April 2004 to 31 March 2005 7. PERFORMANCE REWARDS
Table 7.1 Performance Rewards by race, gender and disability, 1 April 2004 to
ecupatianal Mala Famals rel 31 March 2005
ontegorim
African | Goloursd | Indian | Whits | African | Gotoursd | Incllan | White
B Profils Cont
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Table 7.2 Performance Rewards by salary bands for personnel below Senior
Management Service, 1 April 2004 to 31 March 2005

Balary Bande Barwflolary Profils Cont
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Table 7.3 Performance-related rewards (cash bonus) by salary band for Senior Management 9.
Service, 1 April 2004 to 31 March 2005
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LEAVE UTILISATION FOR THE PERIOD 1 JANUARY 2004 TO 31 DECEMBER 2004

Table 9.1 Sick leave, 1 January 2004 to 31 December 2004
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8. FOREIGN WORKERS Tolal 1002 n0,2 437 100 ] 1.7% 218
Table 8.1 Foreign workers by salary band, 1 April 2004 to 31 March 2005
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Table 9.3 Annual leave, 1 January 2004 to 31 December 2004
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Table 9.5 Leave payouts for the period 1 April 2004 to 31 March 2005
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10. HIV/AIDS AND HEALTH PROMOTION PROGRAMMES
Table 10.1 Steps taken to reduce the risk of occupational exposure
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Table 9.4 Capped leave, 1 January 2004 to 31 December 2004
AYBragE oApKed Have
Tot dwyw of cappwd AVEIRH nUmb o1 oayy
Balary Bancs |maryw tmlmn imkun par smployse ;TD-HI !ml IEI:;M.:
Lenwinr il
{Lenraly 1-2) o L L
Sl
(Lavmin 243 = = el
Highdy slllbed prodhucton
(Lavels B-4) & 4 2
Highly sk/llad Euparvision
{Lervmla G123 " 4 “
Banlar manegamamnt
(Lvmta 13-18) s = =
Tolal " 4 T
VEI\F n\?@\! Y {3\ _— - {Ft} Z‘ W/ n\ H
192 193

Annual Report 2004/05



calglgletale

Table 10.2 Details of Health Promotion and HIV and AIDS Programmes (tick the
applicable boxes and provide the required information)
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Details of Health Promotion and HIV/AIDS Programmes (continued)
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11. LABOUR RELATIONS

Table 11.1 Collective agreements, 1 April 2004 to 31 March 2005

Buiby ok Mather Dt
Working Condlions Of Beourity Gificias 20 Qobobwr 200
Cilambii by OB Fabnsany 20805
Empicyss Walnees Prograrime 0 Fabneary 2006
Job Evaluatian B Job Dasorplon Ol Fisborumry 2008
Baxual Harsmsment O Febnmry 204
Brnaking 06 Fabrsary 200
Empicymast Enulty 08 Falingary 2006

Table 11.2 Misconduct and disciplinary hearings finalised, 1 April 2004

to 31 March 2005

Qulcomas of dinclplinary hasrings Humbar % of tatal
Comuctionsl caunsalling d 4]
Warkal warming f f
Wirken warming q LE
Firll writher Wwarning d LH
Busgenched wihowl pay d L
Flrst f 1]
Dleamentar d 0
Dllumlumal 4 100
Nel gulty a o
Coma whhdrawn a L]
Tol L) 100

Table 11.3 Types of misconduct addressed at disciplinary hearings

T p o 1Ty e LR Numibar ' of total
Unauthorsed sbsanae 1 T
Foar perfarmanca i 2
Tokml q 1

IVEORVEVLOLS)
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Table 11.4 Grievances lodged for the period 1 April 2004 to 31 March 2005

elyl g L] Numbar % of Toetal
NLIMBAT B il s ved 4
Mumber ef grievmncas not resahmd 74
Totwl rasmber of grivvence kedgad 100

Table 11.5 Disputes lodged with Councils for the period 1 April 2004 to 31 March 2005

Dapubes Numbar % of Tetal
Nubar of dispubis uphwld d
Mumber ef dispubes dlemlsaad ]
Mumbar of duputan pandirg L
Tioka| mumber of dispartas |odoed gl ]
Table 11.6 Strike actions for the period 1 April 2004 to 31 March 2005
Total nurnber of paron werdng deve ot 2
Tertml coort (FUDCE] of wearking cmg kot g4
Arvecnd (F'CODE naccananad el i MeELIE Bf i ek no paLy B4
Table 11.7 Precautionary suspensions for the period 1 April 2004 to 31 March 2005
Mumbar of peophe 3uspended 2
Mumbar of peophe whare suapsnnlon wemeded 35 days 2
FAwvaregs number of deys suspended 244
ot (RUOCKT) of suspEnmdary A Bl
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12. SKILLS DEVELOPMENT

Table 12.1 Training needs identified, 1 April 2004 to 31 March 2005 Table 12.2 Training provided, 1 April 2004 to 31 March 2005

—— Training nesds (durtifisd st sdurt of reporting period Number of Training prov|ded wikhin tha mpordng paried
Cecupallonal amployees Akllle o I ol Cubeg £ ikl amplorysan = A
Calegories GUREE" | sy 1ADMI | Lpwmergnipss | Propammes s | OO0 P § Gendar | mlAml | pewrerebignr | Prognmes s | ST |
2104 Inkernshize cthorshort | ‘omaoh | Total 2004 Privsirt stherehort | o™
oyl tralning e ng
Lagiigtors, serioy aficiela e | Famaie 54 ¥ 8 1 a7
ﬂglrmh Famualn 100 B 28 O 26 i o Ed
1 v e Mal 158 o a8 o 6 iy 1 k] 3 L | 35
Prahsasicnals Fama iz D 24 o| = Frafeasionai Femal | _° 3 il B
(1] "] T k] a8 k| 35
Male 28 b a4 o M
Teahniclu and usscciste Famaia 121 ¥ L & 28
Tl:'lﬂldldﬂli Emmalm T4 [ 16 @ 16 prafwescrinle A - ]
ENd ANRACINA
(1] "] a7 k] 18 1 ir
ECHMEEINE M 28 b 16 al
Clork Famaia B4 7 18 a 28
Glarkm Pl oD 18 W o Ea —
(1] "] 28 14 . a i
Make 2 12 e b - Sarviow uel snw wovioms: Famaia 1 ¥ 28 1 27
Servion and sales workens _ —
Famala . b d 4 g (1], ] 1 k] FL a L
Winie 10 b o ¢ Y Bkllvd agriculbuw ardd fahwey | Famae 0 o a a n
m:: ﬂﬁ:'"m and Pl D D D o o . . o 0 q 0
Male o b o o o Crafl ardd ralubed e Famais a o a a I
Eﬂﬂm‘l‘lﬂ ralwed s | Famaln o t o f ] 1 1 o o a o
Mak o D o o o .Fr:"ml:“ rr;:!:l"- ol | Famaw F| o o a “
Flarm mnd machine Pl o 1} ] L] o 1.} B [k} 1 1 2
Gl b ors wred il K bl
Malke o B 4 o 4 Ehmen by oooupaiiam Famals 13 ¥ o ] *
ERmantary coupationl | Fumalm 1 i a o & Mnin a o o 1 1
Ml 4 o g o 3 Sub Todl Fmala 348 r 180 W T
Buk Total Famals 2 1B 112 o| 128 Hiaie i 1 Mo 2]
Mal 240 12 104 ol 118 Toll b i L L e
Totl Mz L bl | o EFT
SAVETAVLILY SAVEVEVLVEY
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Planl ad maching
_  Elememery  operdtns and Table 14.1 Report on consultant appointments using appropriated funds
- EI._,-ﬁ_ A Jezpatons ssssembies .
ﬂ*.\,.l.:l‘; q,'l':\,l Elr ‘_.‘I. I el =
Managars warkers Total mﬂ _— Wl'rh'llﬂ. e
B o n
2% Ta% e LD warkond o i Work deje Mard
o 1w e 0wt '
Gl agrubyre Trartrier of medHegal asrvion from BAPS to pravinchl beatth
- S 4%, m Mgl Arawin
nd tarery . = dacarimenis 180 745,000
ﬁl'._l"\-ﬂ'. N R - Ctioll 2o ok {ifMce danign cansumnt ko malat whh he edeslgn &
i TorEEEOnslE o 3ER00E ks ks mfurtdnhmart praject of the Dhdslon of Spsdallet Funclors 2B a2, a0
ekt e Chinf Clrackarats loostard Bta Bulkiing, Cancuion
14% ﬁpp-uhtrmr'l of cansumnt k1 eealat the graamr T een
L Iﬂl:mlru' In tha pregeration on Econamis Devalapmeand 2 B, A00
App-urrhﬂurl of cansumnt ka eendud AL {1 B et Pl - W 182400
ool mts Anel CuMUS sUrvey 7 NEHEnE] T EaaLry
PFroducian of tha Armial Inks rpovsenrmarial Flsal ey 1 43200
INJURED ON DUTY Sttt e
Froafrsading af Bhe Packst Gukds Yerakan af MF LA 1 4,800
Injured on duty, 1 April 2003 to 31 March 2004 “Freparaiion of the Alica Bemirar on Budgst Retoma " E—
Matura of Injury an duby Humbar % of Il Fananeic Irvealigaton &t Femekan Admirisrabon Ba {,SE,000
baade Applicatian of g ieme and Prajack Marsgsmant cyes
b L B e TS T 100 tramning @8 pa af e faundatian Far Human Fght (FHIR) BQ 45,00
Tamparary Total Disablermant o Cors Businass — _
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° Seamance Tamwore Rraweced bl o) e a0
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e NfrgrLch g Dalvary (M rummant prograr m for 2B 40,000
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Fh‘lhrlﬂ Trllury
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L
Conaulmt ta e the eonenlkdated repart: Resew of
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rapasad kfresiniclurs delhary Impressmed Frogmmma ki 1] -4 By
&anlhh} — LUimpegoe Heslth
Fcrulimar of sarvkes prowidars far ha pliat rdout aof Ihe
prapesard SHresrshn Chalhary B ErevE msT: Frg iE mme aca B1,300
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RescTLt A of sarvics provkdere. Rar e pliat rodlout af Ihe
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Report on consultant appointments using appropriated funds (continued) Report on consultant appointments using appropriated funds (continued)
Tkl b e of Tkl b e of
e Suorinu b Ll Dutllon: Conlmct vl In T sorim i Ui Durailgn; | T Gontast vakie in
otk o [ Work deye o worked on il Wor Geyx e
it it

Reanubmee of sarvow provider for he pliot roll ol of he Chalrearsan of the Amnety Lnil 1 433 2, BB, 00
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Report on consultant appointments using appropriated funds (continued) Table 14.2 Analysis of consultant appointments using appropriated funds, in terms of
Historically Disadvantaged Individuals (HDIs)
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Analysis of consultant appointments using donor funds, in terms of historically
disadvantaged individuals (HDIs) (Continued)

AR LE!

Analysis of consultant appointments using appropriated funds, in terms of Historically
Disadvantaged Individuals (HDIs) (Continued)
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Table 14.3 Report on consultant appointments using Donor funds ANNEXURES
Towl Number of o Donor wnd Tont rast Annexure 1: Abbreviations
Projeot Tlilw “"':'r”.'u"?;' m .:tmhd Wark dape vm? H'IS Hl;nd
[ T T — 1 P 15000 ACCC Anti-Corruption Coordinating Committee
. ADB African Development Bank
(e il B e iy 1 i h=ebe ADF African Development Fund
Expert Supparl o Budigel Raform Bsminar 1 11 19,284 AFIS Automated Fingerprint Identification System
“Twahnion Buppart (o e Callebormive Afiomn 1 1 wank 6,300 APRM African Peer Review Mechanism
_Budget Awkorm Infilative ASB Accounting Standards Board
Efumw Eaminer Cowrvisy ard Summary 1 18 heum 400 AU African Union
e e = dm 26,000 BAS Basic Accounti ng System
Ew-id g el erosanchg smdions —_— 3 oy T BIS Bank for International Settlements
o CFTC Commonwealth Fund for Technical Cooperation
BAPG DA 1 a2 44,808 CGE Compatable General Equilibrium
TAUWerk Planl 10 1,41 5,540,608 CISNA Securities and Non-banking Financial Authorities
E‘IEHJIQTP ——————— - Y TP CcMU Contract Management Unit
___________ CMA Common Monetary Area
E:Tl_hi"“‘_“_ﬂ‘f___ ! 18 11608 CPD Corporation for Public Deposits
Clagneads far Praject fanagament Siuciune 1 T 400 DBSA Development Bank of Southern Africa
DCIS Development Corporation Information System
DOC Department of Communications
DPE Department of Public Enterprises
_ _ _ _ DPSA Department of Public Service and Administration
Table 14.4 Analysis of consultant appointments using Donor funds, in terms of ED Exposure Drafts
Historically Disadvantaged Individuals (HDIs) EU European Union
FATF Financial Action Task Force
Projeod Thie nmm:gﬁn;mp L Hmnug;mrnl "me:r:rn“mh FFC F? nanc?al and Eiscal Commission
wroe <l b prrc et FIC Financial Intelligence Centre
Tal Wock Plan |l 10 24 g FMS Financial Management System
[ TauworkPenn | 100 100 | 2 tem3d difersd | FOSAD Forum of SA Directors-General
L _ ____ comperium | FSB Financial Services Board
TAL Work Plan | 4 L 0 G20 Group of Twenty Countries
TAUVOkPlanll 17 B 1] G24 Group of Twenty-Four Countries
[ 2010 Wk Cup — 100 wl . GAMAP Generally Accepted Municipal Accounting Practices
T R S GCC Guarantee Certification Committee
_E‘ITEDE__ 1 i i . _n_ GCIS Government Communications and Information System
E!.'é"' Sodal Cwvalaprment; 10 24 Q GDS Growth and Development Summit
Daonek B PR | 50 T ] GEPF Government Employee Pension F.und
Menagamsant Snuchrs GFECRA Gold and Foreign Exchange Contingency Reserve Account
GRAP Generally Recognised Accounting Practices
HDI Historically Disadvantaged Individual
HEDCOM Heads of Education Departments Committee
HIPC Highly Indebted Poor Countries
HSRC Human Sciences Research Council
IAS International Accounting Standards
IVAVEVEVAVEYI IVAVRVRVRVEY
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IDC
IFAC
IFMS
1JS
ILP
IMF
IMFC
10SCO
IPFA
IPSAS
ISDA
LRAD
MFI
MFMA
MFMTAP
MOU
MSP
MTEF
NCOP
NEDLAC
NEPAD
NIA
NOFP
NPA
OAG
PIC
PFAI
PFMA
PPP
PPPFA
RDP
RISDP
RMF
SACU
SADC
SAFCOL
SAPS
SAPO
SARB
SARS
SASRIA
SCM
SCOA
SETA

International Devel opment Cooperation SITA
International Federation of Accountants SCOPA
Integrated Financial Management Systems SMMESs
Integrated Justice Sector SOEs
Inflation linked bond STRIPS
International Monetary Fund WTO

International Monetary and Financial Committee
International Organisation of Securities Commissions
Institute for Public Finance and Auditing
International Public Sector Accounting Standards
International Swaps and Derivatives Association
Land Reform for Agricultural Development
Micro-Finance Intermediaries

Municipal Financial Management Act

Municipa Finance Management Technical Assistance Project
Memorandum of Understanding

Master Systems Plan

Medium-Term Expenditure Framework

National Council of Provinces

National Economic Development and Labour Council
New Partnership for Africa's Development
National Intelligence Agency

Net Open Forward Position

National Ports Authority

Office of the Auditor-General

Public Investment Commissioners

Provident Fund for Associated Institutions

Public Finance Management Act

Public-Private Partnerships

Preferential Procurement Policy Act
Reconstruction and Development Programme
Regional Indicative Strategic Development Plan
Risk Management Framework

Southern African Customs Union

Southern African Development Community

SA Forestry Company Limited

South African Police Services

South African Post Office

South African Reserve Bank

South African Revenue Service

South African Special Risks Insurance Association
Supply Chain Management

Standard Chart of Accounts

Sector Education and Training Authority
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State Information Technology Agency
Standing Committee on Public Accounts
Small, Medium and Micro-Enterprises

State-owned Enterprises

e FAEPEDAE 1D
e

Separate Trading of Registered Interest and Principal Securities

World Trade Organisation
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Annexure 2: Institutions associated with the National Treasury

The National Treasury works closely with a number of public institutions. They have
operational and institutional independence and, in some instances,
constitutionallyguaranteed autonomy. They produce their own annual reports.

Accounting Sandards Board

Section 87 of the Public Finance Management Act (1 of 1999)
Coin Liabilities

SA Reserve Bank subsidiary

Corporation for Public Deposits

Corporation for Public Deposits Act (46 of 1984)
Development Bank of Southern Africa

Development Bank of Southern AfricaAct (13 of 1997)
Financial and Fiscal Commission

Financial and Fiscal Commission Act (99 0f1997)
Financial Services Board

Financial Services Board Act (97 of 1990)

The following report to it:

Pension Fund

Financial Markets Advisory Board

Pension Funds Advisory Board

Financial Intelligence Centre

Financial Intelligence Centre Act (38 of 2001)
Independent Development Trust

Policy Board for Financial Services Regulation
Policy Board for Financial Services and Regulation Act (141 of 1993)
Public Accounts and Auditors Board

Public Investment Commissioners

Public Commissioners Investment Act (45 of 1984)
Registrar of Banks

Reports to SA Reserve Bank

SA Banknote Company

SA Reserve Bank subsidiary

SA Mint Company

SA Reserve Bank subsidiary

South African Reserve Bank

SA Reserve Bank Act (90 of 1989)

South African Revenue Services

SA Revenue Service Act (34 of 1997)

South African Special Risk Insurance Association (SASRIA)

212

Special Pensions Board

Special Pension Advisory Board

Sate Tender Board

Satistical Council

Statistics Act (66 of 1976)

Tax Advisory Committee

Tax (Katz) Commission

Unit Trusts Advisory

Advisory Committee on short-term insurance
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