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National Treasury |[Consolidated Financial Statements | Constitutional Institutions, Schedule 2, 3A and 3B Public Entities and Trading Entities

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

For the year ended 31 March 2022

Financial and Accounting Services SETA

At reporting date, awards amounting to R 113 408 814 were still in process of being awarded and confirmed with
service providers. These awards have been finalised after year end and implementation is to be rolled out during the
2022/23 financial period. This is considered a non-adjusting subsequent event

Freedom Park Trust

In April 2020 the entity entered into an MOA with Liliesleaf Museum to administer the seven million rands (R7 000
000) provided for the daily operations and management of Liliesleaf Museum as directed by National Treasury. The
funds were received by Freedom Park from National Treasury.

Manufacturing Engineering and Related Services Education Training

Application to National Treasury to seek approval for the retention of accumulated surpluses as at 31 March 2022 has
been made.

On 26 May 2021 the Accounting Authority condoned irregular expenditure relating forensic audit services amounting
to R823 thousand and system maintenance services amounting to R256 thousand.

The CCMA dispute reported under contingent liabilities was finalised with no further liability to the merSETA in April
2022. The dispute arose between merSETA and a former employee in 2020. The CCMA found no wrongdoing from
merSETA, and the case was dismissed.

Media, Information and Communication Technologies Sector Edu

The MICT SETA appointed a Chief Executive Officer, Mr Matome Madibana, on the 2nd May 2022. Mr Matome
Madibana was a Senior Manager Corporate Service, he has been acting in the position of CEO since the former CEO
left the organisation.

The Current Chief Financial Officer of the organisation was put on suspension for alleged misconduct on the 12 of
May 2022 pending the outcome of the investigation.

National Arts Council of South Africa

The disciplinary case with the CEO has reached a conclusion and a settlement agreement has been concluded
between Ms Mangope and the NAC. The disciplinary case for the suspended CFO was concluded and was dismissed
in June 2022.

The NAC submitted an application for the condonement of Irregular Expenditure to the value of R37 140 953. National
Treasury approved the condonement subsequent to financial year end 2021/22.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

For the year ended 31 March 2022

National Development Agency

NDA funded projects (R1 696 801) - The NDA Interim Accounting Authority approved six (6) projects at the meeting
held on 4 April 2022, which was a continuation of an approval meeting that commenced on 29 March 2022. These
projects have been disclosed under commitments.

Tender process finalised after year end (R2 634 885)-The tender process for the following tenders was initiated and
finalised before the end of the financial year, but the approval and contracting fell in the month of April 2022: Forensic
investigation for CARA programme awarded 19 April 2022 (R413), Forensic investigation for UIF programme awarded
19 April 2022 (R447) and technical advisory on digital transformation, awarded 13 April 2022 (R1, 7 million)

Nelson Mandela National Museum

On 10 May 2022, the council took a decision that the bonus for the year ending 31 March 2022 and the years to follow
will no longer be paid due to economic constraints. Funds will be utilized to implement job evaluation.
This event is not an adjusting event, as the decision was taken after the year-end.

Productivity SA

Management received communication from the Department of Employment and Labour (DEL) that the latter will no
longer continue to represent Productivity South Africa in the current ongoing legal matter between Productivity South
Africa and former employees. The case involves the issue of the re-instatement of pensioners medical aid benefit that
the entity discontinued two years ago. Productivity South Africa was also informed in the same communication that
all costs previously incurred by DEL in this case will have to be re-imbursed by the entity. This includes cost of both
pensioners medical aid plus estimated legal costs of challenging these payments. The entity is still sourcing quotes
for legal costs and currently does not have cost estimation at this stage.

South African Qualifications Authority

During the period under review, the entity requested for an approval to sell the building from the Minister of Higher
Education and Training, subsequent to year-end, the entity received an approval to sell the building.

This is a Non-Adjusting events as the property was used by the owner for administration purposes and therefore
cannot be reclassified as property held for sale and as at year-end no advertisement for sale of building was made as
the entity was still waiting for the approval from the Minister in line with the PFMA section 54(2) which was received
after year-end, The entity will start with the process of advertising the sale of building in the financial year 2022/23.

Accounting Standards Board

After the reporting date, the ASB was joined as an interested party in a court case between the AGSA and the RAF.
While there are no specific allegations against the ASB, the ASB will need to incur legal fees as a result of having to
participate in the case. The potential cost of the legal fees is unknown. The Board is monitoring progress on this matter
to identify potential financial and operational risk.

Auditor General of South Africa

During the year, the AGSA started a process to offer a buy-out to the qualifying members of the post-retirement
medical care contribution benefit. The process is expected to be finalised by the end of the next financial year. The
AGSA is offering an ex-gratia amount over and above the valuation amount per member, but the number of members
that will take up the offer is uncertain.

The offers have been made to the members after year-end, but confirmation of acceptance has not yet been received
and therefore this does not have an effect on these financial statements.

Co-Operatives Banks Development Agency

Management is aware of the Cabinet decision to merge CBDA, SEFA and SEDA with effect from 1 April 2022 into a
new institution. On 6 April 2022, Cabinet approved a 20-month extension period for the amalgamation of the three
entities. For the next two years CBDA will continue to receive their budget from National Treasury.
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Development Bank of Southern Africa

The term of office of Ms Malijeng Nqaleni as a director and shareholder representative came to an end with effect
from 1 April 2022 and ceased to be a member of Infrastructure Delivery and Knowledge Management Committee
(IDKC).

Ms Martie Janse van Rensburg has been re-appointed as an independent non-executive director of the DBSA Board
for a term of 3 years effective from 1 April 2022 to 31 March 2025.

Advocate Maseapo Kganedi resigned with effect from 30 April 2022.

LANDBANK

In May 2022 the Bank made a fourth capital reduction repayment to its creditors amounting R4.8 bn. The previous
CEO of Land Bank resigned on during the year and left at the end of April 2022. The Minister of Finance has since
appointed the CFO as Acting CEO effective 01 May 2022. The Treasurer was then appointed as the Acting CFO.

The past summer season was characterized by excessive rains in many parts of the country. There are four provinces
that have been severely affected by the floods. These are, KwaZulu Natal, Eastern Cape, North West and Free State.
Both excessive rains and floods have resulted in the saturation of farmland to the extent that planting in most areas
was affected. Those who had already planted early, had their crops damaged by hailstorms and floods. The Bank is
currently performing an assessment of the financial impact on the Land Bank through client site visits. The full financial
impact is not yet known, but is expected to be materially significant for the Bank due to the large concentration of our
book being in grain across the North West, KZN and Mpumalanga regions.

Public Investment Corporation Ltd

Investment in South African Airways (SAA)

Takatso Aviation Proprietary Limited (""Takatso™) was incorporated in the Republic of South Africa on 30 July 2021.
The company's main responsibility is to acquire a 51% stake in South African Airways SOC Limited ("SAA"") on terms
and subject to the conditions more fully described in the Memorandum of Understanding ("“the SAA Transactions™).
Harith General Partners has an 80% stake in Takatso. PIC own 30% of Harith General Partners. Harith has obtained
all relevant governance processes to effect the SAA Transaction and Takatso filed the Transaction with the
Competition Commission in May 2022, which approval is part of the conditions precedent of the Share Purchase
Agreement. The Transaction is currently undergoing a financial closing process which is expected to be finalized in
September 2022.

South African Reserve Bank

"CPD Guarantee

On 16 May 2022, the GEC approved an extension to the financial guarantee issued by the SARB to the CPD for a
further 12 months to 11 June 2023 as a result of the continued technical insolvency of the CPD. The guarantee was
reduced from R3.5 billion to R1.2 billion due to the reduced accumulated losses in CPD in the current financial year.

South African Mint Dividend
The South African Mint board declared a dividend of R94.1 million to the SARB on 20 May 2022."
South African Revenue Services (SARS)

The controlled entity entered into an agreement for the transfer of 43 employees from Shandon Business Solutions in
accordance with section 197 if the Labour Relations Act No.66 of 1995. The effective date of the transfer was 1 April
2022. A recruitment fee of R4.8 million is payable in terms of the agreement. The agreement enables the controlling
entity, through its subsidiary Interfront, to bring continued development and support of the eFiling and Mobi-
applications in-house, therefore reducing the risk of reliance on external service providers.
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Transnet Limited
Impact of the adverse weather and flooding in Kwa-Zulu Natal Province on Transnet's operations

In the month of April 2022, most parts of KwaZulu-Natal experienced extreme storms and heavy rainfall which led to
widespread disruptions and regrettably a loss of lives. Transnet was not spared, and the immediate focus was to
ensure the safety of people, and the reinstatement of operations. Notable damage to assets occurred at Transnet
Freight Rail, Transnet Engineering, Transnet National Ports Authority and Transnet Property.

The estimated financial impact is under assessment and will be accounted for in the 2023 reporting period. Further
details will be provided once the financial impact of the adverse weather and flooding in KwaZulu-Natal province has
been finalised or determined with a greater degree of certainty.

Armaments Corporation of South Africa Limited (ARSMCOR)

Subsequent to the reporting date, investigations in regard to expenditure incurred on behalf of the DOD that was
previously reported in the prior year as fruitless expenditure were concluded and it was determined that the
expenditure was not fruitless but a loss for the DOD. The value of the loss amounted to R4571 thousand.
Subsequent to the reporting date, irregular expenditures which were reported in the prior year as not approved by the
relevant authority were subsequently approved and therefore written off. The total expenditure written off amounted

Public Protector of South Africa

In the matter of Nkwinti v Public Protector: Judgment for leave to appeal handed down on 12 May 2022 in favor of the
Public Protector. Mr Nkwinti ordered to pay the costs of the Public Protector. This is a non-adjusting event.

In the matter of Public Protector v Minister of Police: Judgment handed down on 16 May 2022 in favor of the Minister
with the cost granted against PPSA. This is a non-adjusting event.

In the matter of Public Protector v Speaker of the National Assembly: Urgent application to interdict the President and
section 194 Parliamentary Committee was argued on 18 and 19 May 2022. Judgement is reserved. This is a non-
adjusting event.

Independent Electoral Commission

The Electoral Commission has obtained exemption from the Preferential Procurement Policy Framework Act and its
regulations following the Constitutional Court judgement of 16 February 2022 which declared the Preferential
Procurement Regulations, 2017 to be invalid. The request for the exemption followed the Constitutional Court
judgement which declared the Preferential Procurement Regulations, 2017 to be invalid, thus effectively exempting
the Electoral Commission from preferential procurement. The exemption will be valid until such time as the new
regulations and statutory provisions take effect or the Constitutional Court confirms the suspension of the order of the
invalidity of the Preferential Procurement Regulations, 2017 for a period of twelve (12) months, whichever comes first.

73 Service Concession Arrangements

The Eskom group operates a service concession for the generation and transmission of electricity through its
operations in Uganda.

Eskom Uganda Ltd (Eskom Uganda) entered into an operation and maintenance agreement with Uganda Electricity
Generation Company Ltd (UEGCL) in 2002, which is linked to a power purchase agreement concluded with Uganda
Electricity Transmission Company Ltd (UETCL). In terms of the agreements, Eskom Uganda operates and maintains
two hydro-electric power stations in Uganda, from which it supplies electricity to UETCL. The dams, powerhouses,
related switchyard facilities, high voltage substations, land and movable property together constitute the energy assets
in terms of the agreement. The concession period is 20 years (ending in March 2023).

Eskom Uganda is entitled to receive revenue from UETCL, based on electricity supplied at tariffs regulated by the
Electricity Regulatory Authority of Uganda. It also receives a fee to cover it for investment in additional energy assets
where required. This has been recognised as an intangible asset.

The plant remains the property of and will revert to UEGCL at the end of the concession period. At that point Eskom
Uganda will have no further obligation in respect of the plant.
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2021/22 2020/21
R ‘000 R ‘000
Leased Service Arrangement Assets
Minimum future payments
No later than one year- Service concession 1651831 364 208
No later than one year- Operational cost 183 -
Later than one year but not later than 5 years 76 -
Present value of finance lease liability 1652 090 364 208
Service Concession Asset
Provision for concession for debtors who are concessionaires (341 730) (287 580)
(341 730) (287 580)
Total Service concession liability
Current liability 139 537 135 049
Total Liability 139 537 135 049
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75

Risk Management

Risks associated with the financial instruments of the public entities included in this consolidation are managed
on an individual entity level in line with the requirements of the PFMA. In this note we describe the general high-
level practices employed by entities in managing the risks that they are exposed to as a result of their financial
instrument holdings.

Maximum credit risk exposure

The public entities included in this consolidation are exposed to credit risk mainly as a result of holding cash
equivalents, long term receivables, finance lease receivables and trade receivables. To manage the credit risk
that the entities are exposed as a result of holding these classes of financial assets the following steps are
generally taken. The entity only deposits cash with major banks with high quality credit standing and limits
exposure to any one counter-party.

A. CASH AND CASH EQUIVALENTS

Public entities bank with major banks with high credit standing. Furthermore, the cash holdings with banks are
spread amongst a variety of banks to reduce the concentration of their credit risk exposure.

The minimum counterparty credit rating for placing deposits and investing in government bonds is 'A' by
Standard & Poor's or its Moody's or Fitch's rating equivalents, while the minimum rating for investments in
corporate bonds is 'AA-. The rating of certain investment securities were below 'A' at year-end due to
downgrading of instruments or institutions by the rating agencies and due to the tightening of investment
guidelines by the Bank, which resulted in passive breaches on some of the financial assets in the Bank's
portfolios.

B. TRADE RECEIVABLES

Trade receivables comprise a widespread customer base. Management evaluates credit risk relating to
customers on an ongoing basis. If customers are independently rated, these ratings are used.

Otherwise, if there is no independent rating, risk control assesses the credit quality of the customer, taking into
account its financial position, past experience and other factors. Individual risk limits are set based on internal
or external ratings in accordance with limits set by the individual boards of directors of each of the public entities.
The utilisation of credit limits is regularly monitored. Credit guarantee insurance is purchased when deemed
appropriate.

C. FINANCE LEASE RECEIVABLES

The exposure to credit risk arising from finance lease receivables is limited by using the underlying assets of
the finance leases as collateral. Also, finance lease receivables comprise a widespread customer base to
reduce the concentration of credit risk exposure.

D. LONG TERM RECEIVABLES

Long term receivables consist exclusively of loans and advances made to the employees of participating public
entities. Repayment of these receivables is ensured through properly authorised payroll deductions. Where an
employee leaves the services of the public entity the remaining balance is deducted from the employee benefits
payable to the employee in accordance with the loan agreements signed with the employees.
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75.1 Financial Assets carried at Amortised Cost
2021/22 2020/21
R ‘000 R ‘000
The financial assets carried at amortised cost expose the entity to credit
risk. The value of the maximum exposure to credit risk are as follows for
each of classes of financial assets at amortised cost:
Cash and cash equivalents 273 957 188 243 354 904
Trade and other receivables from exchange transactions 82 447 768 69 650 716
Other receivables from non-exchange transactions 18 251 873 7 328 531
Other current financial assets 916 951 035 847 396 148
Current Investments 51 398 222 47 796 842
Construction contracts and receivables 650 900 634 000
Finance lease receivable 628 821 670 074
Non-current receivables from exchange transactions 33357 239 38 370 170
Non-Current Investments 271 945 196 261 042 616
Other non-current financial assets 28 721 480 42 082 400
75.2 Collateral held and other credit enhancements
The credit risk exposure, as posed by the financial assets held at amortised
cost detailed above, is further mitigated by the collateral held in relation to
these instruments:
Bank - collateral held 33 336 456 45 710 897
Financial guarantees 584 457 627 793
Trade and other receivables 29938 090 24714718
Other 58 017 951 71042 981
75.3 Liquidity risk

The entity’s risk to liquidity is a result of the funds available to cover future commitments. The entity

manages liquidity risk through an ongoing review of future commitments and credit facilities.

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored.

The table below analyses the entity’s financial liabilities into relevant maturity groupings based on the
remaining period at the Statement of Financial Position to the contractual maturity date. The amounts

disclosed in the table are the contractual undiscounted cash flows.
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75.4

75.5

2021/22

Gross finance lease
obligations

Borrowings

Trade and other payables
Bank overdraft

Other

2020/21

Not later than

Later than one
month and not
later than three

Later than
three months
and not later

Later than one
year and not
later than five

one month months than one year years

(2 575 240) (3512 413) 2 655577 12721120

20 325 547 8 805 202 131 655 986 403 722 073

(37 265 608) 52 448 604 52 415 157 6 621 288
939 143 - 114 -

(10 020 545 481) (21 655 093) (3075474 (46 746 119)
Later than one Later than Later than one

Not later than

month and not
later than three

three months
and not later

year and not
later than five

one month months than one year years
Gross finance lease
obligations 36 438 337 640 3696 765 24 395 701
Borrowings 25072 969 9 451 965 108 183 773 411 389 563
Trade and other payables 14 364 640 55 181 235 57 876 825 8 425 858
Bank overdraft 920 907 - 17 -
Other (342 754 274) (12 312 396) (10 450 510) 93 539 345
Collateral held and other credit enhancements
The entity holds the following collateral and / or credit enhancements that
aid in the mitigation of the liquidity risk it is exposed to:
Pledged collateral 2141999 1403 143

Interest rate risk

The public entities included in this consolidation are exposed to interest rate risk as a result of interest bearing
bank accounts. At year end, financial instruments exposed to interest rate risk were as follows:

Call deposits: With the exception of South African Government bonds, the rand-denominated financial assets
and liabilities of the Bank respectively earn and bear interest at rates linked to South African money-market
rates. The level of these rates is closely linked to the Bank’s repurchase (repo) rate, which is set by the
Monetary Policy Committee (MPC). The re-pricing of these assets and liabilities, therefore, occurs at
approximately the same time as changes to the repo rate are announced by the MPC.

Notice deposits: The Bank is exposed to interest rate risk in respect of its foreign investments. The risk
tolerance and return expectations in respect of these financial instruments are embodied in the strategic asset
allocation approved by the Reserves Management Committee (Resmanco) and the risk budget approved by
the GEC.

Finance lease obligations: The majority of the finance leases entered into by the public entities is subject to
variable interest rates linked to the prime rate of interest in South Africa.

Long term loans: These loans are obtained from a variety of sources and consist of a mixture of variable
interest rate loans and fixed rate loans. This mixture of fixed and variable rate loans are intended to offset the
overall exposure to variability in interest rates on an entity-by-entity basis.

Bank overdraft: These borrowings are obtained exclusively at variable interest rates from the major
banks in South Africa.
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75.6 Credit quality of financial assets carried at amortised cost

Method of determining credit quality of other non-current financial assets

The credit quality of trade and other receivables from exchange transactions are determined and monitored
with reference to credit ratings obtained, for the customers included in the balance, from external credit
ratings agencies.

The credit quality of trade and other receivables from exchange transactions are determined and monitored
with reference to historical payment trends. Accordingly the credit quality of the customers included in the
balance of trade and other receivables from exchange transactions is determined internally through
application of the entity's own credit policy. Based on the evaluation of the historical payment trends,
customers included in the balance are categorised into the following:

High credit quality - Customers included in this category have evidenced no defaults or breaches in the
contractual repayments.

Medium credit quality - Customers included in this category are prone to late payments, but seldom default
on the entire balance owing.

Low credit quality - Customers included in this balance includes customers that frequently default on their
outstanding balances and breach contract.

Other method - Any other method applied to evaluate the credit quality.

76 Principal-agent arrangements 2021/22 2020/21
R’000 R’000

76.1 Entity acting as the principal Fee Paid
fee paid as compensation to the agent 2308 425 2282751
National Treasury (Programme 7) 62 845 61470
National Red Meat Development (NRMDP) (7 642) (25 022)
Associated Institutions Pension Fund 5295 5077
Presidential Youth Employment 112 -
Agricultural Sector education,Training Authority (Agriseta) (1 605) (1124)
Total 2 367 430 2 323152
76.2 Entity acting as the agent 2021/22 2020/21
R’000 R’000

76.2.1 Revenue received for agency activities

Management fees 1387773 1467 493
National Treasury 940 473 712 223
Australian Center for International Agricultural Research (ACIAR) (208) (263)
Global Environment Facility 6 097 15 416
The Adaptation Fund 11544 26 991
Agriculture and Agro-processing Master Plan (AAMP) (2 379) (1 230)
Property Practitioners Regulatory Authority 409 409
Vineyard Development Scheme - (148)
Department of Public Works — Energy - 59 743
Maize Meat Hub Feedlot - (148)
Independent Power Producers Procurement Programme- DBSA 503 558 54 632
eThekwini Municipalitys - 7508
Presidential Youth Employment 189 396 -
Total 3036 254 2 342 627
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76.2.2 Reconciliation of funds and Total funds Expenditure
disbursements 2021/22 received incurred against
funds

R’000 R’000

Administration fees 1 463 502 950 632
Global Environment Facility 6 097 (8 910)
National Treasury 940 101 666 824
Funding received 4371801 (13 338)
SmallHolder Farming in Agro processing industry 159 3)
The Adaptation Fund 11574 -
National Red Meat Development (NRMDP) 22416 (7 642)
Department of Public Works - 94 100
Ceres Abattoir; Funds Disbursed 2198 (3931 816)
Operation Phakisa 160 -
Agricultural Sector education, Training Authority (Agriseta) 3570 (1 605)
Independent Power Producers Procurement Programme- DBSA 503 558 200 002
Australian Center for International Agricultural Research (ACIAR) 1630 (208)
Presidential Youth Employment 189 396 3862
Agriculture and Agro-processing Master Plan (AAMP) 19 010 (1 264)
Total 7535172 (2 049 367)
Reconciliation of funds and disbursements 2020/21 Total funds Expenditure
received incurred
against funds
R’000 R’000
Administration fees 1158 313 960 009
Global Environment Facility 15 416 (11 074)
National Treasury 712 163 812 403
Funding received 3419 784 -
SmallHolder Farming in Agro processing industry 338 (304)
The Adaptation Fund 26 991 (13 456)
National Red Meat Development (NRMDP) 47 438 (25 022)
Department of Public Works 253743 1512
Interest, foreigh exchange and other movements - (419 284)
Ceres Abattoir 2198 -
Funds disbursed - (2 989 435)
Operation Phakisa 160 1054
Agricultural Sector edducation,Training Authority (Agriseta) 3014 (1 124)
Independent Power Producers Procurement Programme- DBSA 54 632 119 442
Australian Center for International Agricultural Research (ACIAR) 1238 (263)
eThekwini Municipality 7 508 7 508
Agriculture and Agro-processing Master Plan (AAMP) 20 240 (1 230)
Total 5723 177 (1 559 263)
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76.2.3 Reconciliation of carrying amount of receivables and payables — 2021/22

Opening Revenue Less: Write Cash Closing
balance principal is offs/settlements received on balance
entitled to Iwaivers behalf of
principal
R '000 R '000 R '000 R '000 R '000
Receivables 987 175 110 467 (62 736) (175 115) 859 791
Payables 323 859 1054 731 (129 987) 1248 604
Reconciliation of carrying amount of receivables and payables — 2020/21
Receivables 1010325 106 928 4 550 (198 229) 923 574
Payables 513 353 1223574 (1410 332) 326 594
77 Related Party
Relationships
Constitutional Institutions, Schedule 2, 3A and 3B Public Entities and Trading Accounts
Transactions and balances
2021/22
Transactions Balances/ |Provisions for Bad/
Commitments doubtful Doubtful
debts debts
Controling entities 292 170 046 | (395 145 904) (283 094) (52 877)
Entities with joint control or significant influence over
another entity 1147 4511|1127 153 625 (55 200) -
Controlled entities 1509 610 1 630 506 (5 154) 1481
Associates 6 209 196 1159033 (23 105) -
Joint ventures in which the entity is a venturer (3 865 441) 396 527 215 155
Management 10016 431 29 837 - -
Other related parties 40 448 324 | (100 661 713) (1 323 655) 1405 339
2020/21
Transactions Balances/ |Provisions for Bad/
Commitments doubtful Doubtful
debts debts
Controlling entities 252 865 498| 106 391 362 (279 980) -
Entities with joint control or significant influence over
another entity (58 647 689) 91 105 520 (62 830) -
Controlled entities 241 173 2139 563 51 217 -
Associates 461 450 1510874 - -
Joint ventures in which the entity is a venturer (3823 284) 450 806 707 7
Management 13524 138 6 650 - -
Other related parties 26 876 488 (113 930 417) (1 704 364) 262 774
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Financial Sustainability

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

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

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

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

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

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

Consolidated government spending is projected to increase from R2.21 trillion in 2022/23 to R2.48 trillion
in 2025/26, growing at an annual rate of 4 per cent. The consolidated budget deficit is projected to narrow
from 4.9 per cent of GDP in 2022/23 to 3.2 per cent of GDP in 2025/26.

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

Exemptions and Departures
Section 92 Exemption

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

The reason for all departures and exemptions granted was to achieve fair presentation, and
Management has concluded that the consolidated financial statements fairly present the primary and
secondary information as required by GRAP.
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The National Revenue Fund Financial Statements are prepared on the going concern basis. They are
based on accounting policies which have been consistently applied and supported by reasonable and
prudent judgements of estimates. The National Revenue Fund Financial Statements have been approved
by the Accountant-General on 27 January 2023.

Sha an

Accounting Officer
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B Mandate

In terms of section 11 of the Public Finance
Management Act, 1999 (Act No. 1 of 1999) (PFMA)
the National Treasury is responsible for the National
Revenue Fund and must enforce compliance with the
provisions of section 213 of the Constitution, namely
that-

a) All money received by the national government
must be paid into the fund, except money
reasonably excluded by this Act or another Act of
Parliament; and

b) No money may be withdrawn from the Fund
except-

i) in terms of an appropriation by an Act of
Parliament; or

ii) as a direct charge against the Fund, provided
for in the Constitution or the Act, or in any other
Act of Parliament provided the direct charge in
such a case is listed in Schedule 5.

Section 11(3) of the PFMA, requires money that must
be paid into the National Revenue Fund is paid into
the Fund by depositing it into a bank account of the
Fund in accordance with the requirements that may be
prescribed. In this regard Tax and Loan accounts are
held at the Commercial Banks and at other accounts
at the South African Reserve Bank.

B Revenue

Section 12 of the PFMA, requires the South African
Revenue Services must promptly deposit into the
National Revenue Fund all taxes, levies, duties, fees
and other moneys collected by it in accordance with a
framework determined by the National Treasury.

South Africa’s tax system forms part of the foundation
of the country’s public finances. Over the past two
decades South Africa has built a progressive tax
system founded on the principles of equity, efficiency,
simplicity, transparency and certainty.

Road Accident Fund, Unemployment Insurance Fund
and SETAs funds are collected by SARS and are
refunded to the institutions on a monthly basis.
Transfers to a member of the South African Customs
Union are made on a quarterly basis. This is shared
between South Africa, Botswana, Lesotho, Namibia
and Swaziland.
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Other sources of revenue are departmental receipts
known as departmental revenue, national revenue
fund receipts and other revenue which mainly consists
of unused conditional grants and revenue received
from entities.

B Expenditure

Section 15(1) of the PFMA states that only the
National Treasury may withdraw money from the
National Revenue Fund, and may do so only—

a) to provide funds that may have been authorised—

i) in terms of an appropriation by an Act of
Parliament; or

i) as a direct charge against the National
Revenue Fund provided for in the constitution
or this Act, or in any other Act of Parliament
provided the direct charge is such a case is
listed in Schedule 5;

b) to refund money invested by a province in the
National Revenue Fund; or

c) to refund money incorrectly paid into, or which is
not due to, the National Revenue Fund.

In terms of section 27(1) the Minister must table the
annual budget for a financial year in the National
Assembly before the start of the financial year or, in
exceptional circumstances, on a date as soon as
possible after the start of that financial year as the
Minister may determine.

The medium-term expenditure framework establishes
a predictable budget process that is open to public
scrutiny. Over this period government is preparing the
ground between the rate of economic growth and the
affordability of social programmes.

B Funding of the deficit

Section 11(5) of the PFMA, requires the National
Treasury to ensure that there is at all times sufficient
money in the National Revenue Fund. In this regard
the deficit is funded in terms of section 66(2)(a) of the
PFMA by the Asset and Liability section within the
National Treasury.

Government's flexible debt management strategy
ensures that additional borrowing minimises interest
and repayment risks. These considerations are
necessary to maintain a stable debt portfolio and
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avoid burdening the country with
obligations for many years to come.

repayment

South Africa’s borrowing strategy is sufficiently
responsive to withstand long-term adjustments in
global and domestic capital allocations and short term
market shocks. Debt levels remain sustainable with a
long maturity structure and exposure to foreign
currency liabilities remains low, reducing the impact
on global volatility.

B Accounting standards

On a drive to improve public accountability, there is a
transition in progress from reporting on the modified
cash basis of accounting to reporting on the accrual
basis of accounting. Under the modified cash basis of
accounting, transactions and other events are
recognised when cash is received or paid, while
provision is made in the annual financial statements
(AFS) for provisions, accruals, contingent liabilities
and so on.

With effect from 2013/14, as part of the cash-to-
accrual process, the OAG developed and published
the Modified Cash Standard (MCS) which sets out the
principles of the modified cash framework in a format
ordinarily used by other public sector accounting
standard setters such as Accounting Standards Board
(ASB). The National Treasury guide on accounting for
the Revenue Fund provides detailed guidance on the
principles stated in the MCS.

This Accounting Officer's Review includes an
Executive Summary and Review of Operating Results.
The review of operating results reflects monetary
values presented in accordance with Treasury
Regulation 18.2. It is also a descriptive report
clarifying the amounts presented.
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The original economic growth projected for South Africa
for the financial year ending 31 March 2022 was 5.1 per
cent. The economy cumulative grew by an approximately
4.8 per cent for this period. This is mainly due to a sharp
third-quarter contraction which arises as a result of a new
wave of COVID-19, civil unrest in July 2021, exacerbated
global uncertainty and unjustified growth predictions for
the fourth quarter followed by renewed power cuts.

Besides the Covid 19 pandemic, extensive job loss and
deferred investment the continuous load-shedding
because of insufficient electricity supply has deteriorated
potential economic growth for the last decade and still
remains a key barrier to the recovery thereof.

The fiscal outlook and deficit improvement over the past
period due to higher revenue collected than what had
been projected. The revenue collected will be used
towards prioritised policies and to reduce the borrowing
requirement. This is subject to various risks namely slow
domestic and global growth, pressures from the public
service wage bill and continuous bail outs for financially
distressed state-owned companies.
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South Africa can only create enough jobs through
sustained economic growth. The public sector’s
economic reforms have been initiated, though making
slow progress. In the long term, to restore investor
confidence within South Africa, enable efficient
economic recovery and higher levels of growth, these
reforms need to be implemented more rapidly. In this
regard we will be accelerating infrastructure
investments, implement a bounce back scheme for
Small and Medium Enterprises in distress due to the
Covid — 19 pandemic and job creation programmes.

Corruption is still a major issue in South Africa. It
lowered growth potential, drained the fiscus and
weakened various clusters of the state. In this regard
we will table a Public Procurement Bill and address
weaknesses in fighting fraud and money laundering.
Government is addressing deficiencies in the anti-
money laundering framework identified by the
Financial Action Task Force to reduce the risk and
incidence of financial crime and corruption, and to
avoid grey listing.
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Year Ended 31 March Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Taxes, Levies & Duties 1279 007 1 358 259 1430427 1322 857 1 660 808
Less: South African Customs Union 55951 48 289 50 280 63 395 45 966
Agreement

Less: Paymentto UIF 16 614 17 420 18 205 16 715 19 451
Less: Amount payable by SARS to UIF 1657 1697 1896 1681 1982
Less: Payment to RAF 36 048 41 890 42 633 40 560 47 059
Less: Amount payablle by SARS to RAF 341 110 (414) (54) 155
Net Revenue for the Year 1168 396 1248 853 1317 827 1200 560 1546 196
Movement in SARS revenue 5% 7% 6% -9% 29%

B Revenue

South African Revenue Services (SARS) income increased by 29 per cent in 2021/22 (2020/21:-9 per cent).

1700000 -
1600000 -
1500000 -
1400000 -
1300000 -
1200000 -
1100000 -
1000000 -
900000 -
800000 -
700 000 -
600 000 -
500000 -
400000 -
300 000 -
200000 -
100 000 -
O i

1168 396

R'million

2017/18

1248 853

2018/19

1317827

1200 560

1546 196

2019/20

2020/21

2021/22

Other main sources of income are departmental revenue, inclusive of National Revenue Fund receipts. This
amounts to R16 billion for the 2021/22 financial year. The decrease in other revenue of 45 per cent for the 2021/22
financial year is mainly due to a decrease in Departmental Revenue. For the full detailed analysis of what
departmental revenue consist of refer to note 1.2 of the Notes to the Annual Financial Statements for the National

Revenue Fund.

Year Ended 31 March Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Departmental revenue 26 671 24 063 26 811 36 154 16 127
Other surrenders 3 886 4 562 2 808 2 689 4177
Other revenue received 1434 2 816 1640 1 802 2 095
Total revenue 31991 31441 31 259 40 645 22 398
Movement in other revenue 11% -2% -1% 30% -45%
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Other Revenue excluding CARA
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B Expenditure
Net Appropriation increased by 4 per cent in 2021/22 (2020/21: 9 per cent)
Year Ended 31 March Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Voted Funds 768 848 820 904 945 187 1004 427 1031 807
Statutory Funds* 658 594 703 946 777 429 866 747 909 044
Net Appropriation 1427 442 1524 850 1722616 1871173 1 940 852
Movement in net appropriation 8% 7% 13% 9% 4%

*Included in Statutory Funds is National Revenue Fund payments.
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B Statutory Funds

Statutory Funds Actual Actual
R’ million 2020/21 2021/22
Equitable share 520 717 544 835
State Debt 314718 321 487
Other 31312 42 722
Total 866 747 909 044

Statutory Net Appropriation includes Provincial equitable share, Debt-service costs, National Revenue Fund
Payments and other salaries that are a direct charge against the National Revenue Fund.

The Provincial equitable share is transferred to provinces to perform functions at the provincial sphere of
government. This amounts to 60 per cent in 2021/22 (2020/21: 60 per cent) of the total statutory budget.

Debt service costs consist mainly of interest paid on government debt. This amounts to 35 per cent in 2021/22
(2020/21: 36 per cent) of the total statutory budget.

600 000 ~
500000 -
400000 -
c
o
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Equitable share w2020p0tate Debg, ., Other
B Assets
Cash and Cash Equivalent Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Cash and equivalent 224 629 217 568 251 690 310114 259 832
Movement in cash and cash equivalent 4% -3% 16% 23% -16%

Cash and cash equivalents amount to R260 billion. Total cash includes deposits held at South African Reserve
Bank (SARB) and commercial banks. Operational cash to finance the borrowing requirement is held in the tax and
loan accounts with the four commercial banks and in the foreign currency accounts with the SARB. The table
below reflects the breakdown.
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Break down of cash balances Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Commercial banks

Tax and Loan account 58 623 37 754 35 845 175 136 133 318
South African Reserve Bank

Cash with SARB 67 157 57 157 67 157 41 157 41 157
Foreign Currency Investment 101 947 122 541 148 196 93 282 85 130
Other (3098) 115 491 540 227
Total Cash and cash equivalents 224 629 217 567 251 689 310 114 259 832

Non-current Investments

Investments Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Investments 193 239 253 331 337 860 311 021 458 502
Movement in Investments 2% 31% 33% -8% A47%

Total investment dincreased to R458 billion for the current year. This is a 47 per cent increase for 2021/22 against
a 8 per cent decrease in the prior year. The table below reflects the investment held by government for the past

two years.
Investments Actual Actual
R’ million 2020/21 2021/22
African Development Bank 59 041 127 513
International Monetary Fund SDR Holding 31403 89 123
International Monetary Fund quota subscription 63 987 61 495
International Bank for Reconstruction and Development 32281 32377
New Development Bank
Paid up Shares 24 416 29 159
Callable Shares 97 663 116 635
International Finance Corporation 1965 1936
Multilateral Investment Guarantee Agency 266 262
Total 311021 458 502
N Liabilities
Non-current liabilities
Multilateral Institutions Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Multilateral Institutions 177 874 227 209 307 747 334944 474 746
Movement in Multilateral Institutions 1% 28% 35% 9% 42%

The balance presents the callable portion of South Africa’s subscription in the various multilateral institutions. The
total liabilities in multilateral institutions increased to R475 billion for the current year. This is a 42 per cent increase
for 2021/22 against a 9 per cent increase in the prior year. The table below reflects Non-Current Liabilities held by

government for the past two years.
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Multilateral Institutions Actual Actual
R’ million 2020/21 2021/22
IMF-Securities Account 114 298 109 847
New Development Bank 97 663 116 635
African Development Bank 55 009 122 745
IMF-SDR Allocations 37 442 94 925
International Bank for Reconstruction and Development 30 317 30383
Multi- Lateral Investment Guarantee Agency 216 212
Total 334 944 474 746

Current and non-current borrowings

Borrowings Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Current Borrowings 328 462 406 957 428 447 518 810 539 331
Non-Current Borrowings 2161 227 2381332 2 832896 3416 890 3738132
Total 2489 689 2788 289 3261 343 3935 700 4277 463
Movement in Borrowings 12% 12% 17% 21% 9%

Government gross borrowing requirements are financed through the issuance of domestic short term, long term
and foreign loans. Domestic loans consist mainly of treasury bills, fixed rate and inflation linked bonds. The total
gross debt figure increased to R4 277 billion for the current year. This is a 9 per cent increase for 2021/22 against
a 21 per cent increase in the prior year. The table below reflects the breakdown between local and foreign debt:

National Government Debt Actual Actual Actual Actual Actual
R’ million 2017/18 2018/19 2019/20 2020/21 2021/22
Domestic debt 2271877 2 496 976 2874118 3543 266 3865 359
Foreign debt 217 812 291 314 387 225 392 434 412 104
Total 2 489 689 2 788 289 3261 343 3935 700 4 277 463
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The table below reflects the reconciliation of the deficit per National Revenue Fund to the budget review.

Net Surplus/(Deficit ) reconciliation

Audited outcome

Audited outcome

Reconciliation to Deficit as reflected in 2021 Revised Estimate NRF Budget Review
R'million 2021/22 2020/21 2020/21
Surplus/(Deficit) per Income Statement (NRF) (409 060) (662 201) (662 201)

Revaluation gains/(losses) 36 022 28 210 28 210

Movement on National Treasury Financial

Instruments 821 3958 3958

Increase/(Decrease) in revenue (19 526) (2 836) (2 836)

Movement in Annual Appropriation: Net

Financing 44 897 82 155 82 155
Other receipts:

Recovery of criminal assets (72) (86) (86)
Other payments:

Recovery of criminal assets 30 151 151
Surplus/Deficit per Budget Review 346 886 550 649 550 649
GDP as per budget review 6 251 494 5566 177 5566 177
Surplus/(Deficit) as percentage of GDP (5.5) (9.9) (9.9)
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Report of the auditor-
general to Parliament on
the National Revenue Fund

Report on the audit of the
Financial statements

Opinion

1.

I have audited the financial statements of the
National Revenue Fund set out on pages 283 to
304, which comprise the statement of financial
position as at 31 March 2022, statement of
financial performance, statement of changes in
net assets and cash flow statement for the year
then ended, as well as the notes to the financial
statements, including a summary of significant
accounting policies.

In my opinion, the financial statements present
fairly, in all material respects, the financial
position of the National Revenue Fund as at 31
March 2022, and its financial performance and
cash flows for the year then ended in accordance
with the Modified Cash Standard (MCS) as
prescribed by the National Treasury and the
requirements of the Public Finance Management
Act 1 of 1999 (PFMA).

Basis for opinion

3.
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I conducted my audit in accordance with the
International Standards on Auditing (ISAs). My
responsibilities under those standards are further
described in the auditor-general’s responsibilities
for the audit of the financial statements section of
this auditor’s report.

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

5.

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

Other matter

6.

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

Unaudited supplementary schedules

7.

The supplementary information set out on pages
311 to 343 does not form part of the financial
statements and is presented as additional
information. | have not audited these schedules
and, accordingly, | do not express an opinion on
them.

Responsibilities of accounting officer
for the financial statements

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

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

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

10.

My objectives are to obtain reasonable
assurance about whether the financial
statements as a whole are free from material
misstatement, whether due to fraud or error, and
to issue an auditor's report that includes my
opinion. Reasonable assurance is a high level of
assurance but is not a guarantee that an audit
conducted in accordance with the ISAs will



National Treasury | National Revenue Fund Annual Report

REPORT OF THE AUDITOR-GENERAL

For the year ended 31 March 2022

11.

12.

13.

14.

15.

16.

always detect a material misstatement when it
exists. Misstatements can arise from fraud or
error and are considered material if, individually
or in aggregate, they could reasonably be
expected to influence the economic decisions of
users taken on the basis of these financial
statements.

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

Report on the audit of the
annual performance report

The National Revenue Fund is not required to
prepare a report on its performance against
predetermined objectives, as it does not fall
within the audit of predetermined objectives
scope included in the Audit Directive issued
under section 13(3)(b) of the Public Audit Act 25
of 2004, which was issued on 13 December 2021
per General Notice 45637.

Report on the audit of
compliance with legislation

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

Other information

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

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

In connection with my audit, my responsibility is
to read the other information and, in doing so,
consider whether the other information is
materially inconsistent with the financial
statements, or my knowledge obtained in the

17.

18.

19.

audit, or otherwise appears to be materially
misstated.

| did not receive the other information prior to the
date of this auditor's report. When | do receive
and read this information and if | conclude that
there is a material misstatement therein, | am
required to communicate the matter to those
charged with governance and request that the
other information be corrected. If the other
information is not corrected, | may have to retract
this auditor’'s report and re-issue an amended
report as appropriate. However, if it is corrected
this will not be necessary.

Internal control
deficiencies

| considered internal control relevant to my audit
of the financial statements; however, my
objective was not to express any form of
assurance on it.

| did not identify any significant deficiencies in
internal control.

Auditor General

Pretoria

27 January 2023

A UDITOR-GENERAL

SOUTH A FRICA

Auditing to build public confidence

281



National Treasury | National Revenue Fund Annual Report

REPORT OF THE AUDITOR-GENERAL

For the year ended 31 March 2022

Annexure — Auditor-general’s
responsibility for the audit

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

Financial statements

2.

282

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

identify and assess the risks of material
misstatement of the financial statements,
whether due to fraud or error; design and
perform audit procedures responsive to those
risks; and obtain audit evidence that is sufficient
and appropriate to provide a basis for my
opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than
for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions,
misrepresentations or the override of internal
control

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

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

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

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

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

Communication with those charged
with governance

3.

I communicate with the accounting officer
regarding, among other matters, the planned
scope and timing of the audit and significant audit
findings, including any significant deficiencies in
internal control that | identify during my audit.

| also provide the accounting officer with a
statement that | have complied with relevant
ethical requirements regarding independence, and
to communicate with them all relationships and
other matters that may reasonably be thought to
bear on my independence and, where applicable,
actions taken to eliminate threats or safeguards
applied.
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The Financial Statements have been prepared in
accordance with the following accounting policies,
which have been applied consistently in all material
aspects, unless otherwise indicated. However, where
appropriate and meaningful, additional information has
been disclosed to enhance the usefulness of the
Financial Statements and to comply with the statutory
requirements of the Public Finance Management Act,
(Act 1 of 1999) as amended by Act 29 of 1999, and
the Treasury Regulations issued in terms of the Act
and the Division of Revenue Act, Act 2 of 2009.

B 1. Presentation of the
Financial Statements

1.1 Reporting Entity

The National Revenue Fund was established in terms
of the Constitution of the Republic of South Africa
(Section 213 of Act No. 108, 1996) into which all
money received by the national government must be
paid except money reasonably excluded by an Act of
Parliament. Money may be withdrawn from the
National Revenue Fund only in terms of an
appropriation by an Act of Parliament or as a direct
charge against the National Revenue Fund, when it is
provided for in the Constitution or an Act of
Parliament. A province's equitable share of revenue
raised nationally is a direct charge against the
National Revenue Fund.

1.2 Going concern

The National Revenue Fund was established in terms
of the Constitution of the Republic of South Africa,
1996. The financial statements of National Revenue
Fund are prepared on a going concern basis.

1.3 Basis of preparation

The Financial Statements have been, unless
otherwise indicated, prepared on the modified cash
basis of accounting in accordance with the under
mentioned policies which have been applied
consistently in all material respects. The modified
cash basis of accounting for the National Revenue
Fund comprise of the Modified Cash Standard which
includes a chapter on Treasury Financial Instruments.

Near-cash balances are all recognised. This includes
the revaluation of foreign and domestic investments
and loans. The recognition thereof results in
revaluation gains and losses.

In addition, supplementary information is provided in
the disclosure notes to the financial statements where

it is deemed to be useful to the users of the financial
statements.

Unless otherwise stated, accounting policies adopted
are consistent with those of the previous financial
year.

1.4 Rounding and Presentation
currency

All amounts are rounded to the nearest one thousand
rands (R'000). All amounts have been presented in
the currency of the South African Rand (R) which is
also the functional currency of the National Revenue
Fund.

1.5 Comparative Figures

Prior period comparative information has been
presented in the current year's financial statements.

1.6 Settlement period of assets
and liabilities

1.6.1 Current and Non-Current
Assets

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

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

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

Is a Cash and cash equivalent asset.

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

1.6.2 Current and Non-Current
Liabilities

This represents domestic and foreign liabilities and

should be classified as a current liability, when it:

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

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

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

Where necessary figures included in the prior period
financial statements have been reclassified/adjusted
to ensure that the format in which the information is
presented is consistent with the format of the current
year's financial statements. This includes prior years
errors detected by National Revenue Fund.

B 2. Revenue

2.1 South African Revenue
Service (SARS) Revenue/
Revenue in terms of
Section 12(3) of the PFMA

2.1.1 SARS

Taxpayer-assessed revenues including payroll tax and
stamp duties are recognised when funds are received
by SARS. Cash in transit or over remitted as at
31 March by the SARS is included in the Statement of
Financial Position as other receivables/payables.

2.1.2 Revenue in terms of Section
12(3) of the PFMA

All transfers, duties, fees and other moneys collected
(in terms of Section12 (3) of the PFMA) by the SARS
for a province are deposited into the National
Revenue Fund and then transferred to the respective
Provincial Revenue Fund is recognised when
instructed by SARS.

2.2 Departmental Revenue

All  departmental revenue is recognised in the
Statement of Financial Performance when received by
the Department, unless stated otherwise. Any
amounts owing to National Revenue Fund at the end
of the financial year are recognised as receivables in
the Statement of Financial Position.

The main categories of Departmental Revenue are
listed below together with the short definition:

284

2.2.1 Sale of goods and services
other than capital assets

This comprises the proceeds from the sale of goods
and/or services produced by the departments.

2.2.2 Transfers received

Transfers received comprise of all unrequited,
voluntary receipts from other parties. This includes
gifts, donations and sponsorships.

2.2.3 Fines, penalties and forfeits

Fines penalties and forfeits are compulsory receipts
imposed by court or another judicial body or agreed
upon by parties as an out of court settlement.

2.2.4 Interest, dividends and rent on
land

Interest is revenue associated with the ownership of
interest bearing financial instruments, such as bank
deposits, loans extended to others and bills and bonds
issued by others.

Dividends are revenue associated with ownership of
shares in a company whether fully or partially
government owned. Gains or losses associated with
buying or selling of shares do not belong to this line
item.

Rent on land includes revenue and due to the
ownership of land.

2.2.5 Sale of capital assets

The proceeds from the sale of capital assets include
compensation received from the sale of capital assets.
A capital asset is an item of property, plant and or
equipment that costs more than R5 000 (all inclusive).
This also comprise of intangible items as computer
software with a cost exceeding R5 000 (all inclusive).

2.2.6 Financial transactions in assets
and liabilities

This includes receipts associated with certain
transactions in financial assets and liabilities such as:

Repayments of loans and advances previously
extended to employees and public corporations for
policy purposes and forex gains and losses on
settlement of loans.
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2.2.7 Taxation revenue

This is compulsory, unrequited revenue collected by a
government unit. Taxes are compulsory because the
other party is required by law to pay them in certain
circumstances and under certain conditions. Taxes
are unrequited, which means that the government
does not give any particular goods or service directly
in return for paying taxes.

2.3 Criminal Asset Recovery
Account (CARA) receipts

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

2.4 Other revenue

Surrenders for appropriated funds are recognised
when amounts become payable by departments at the
end of the reporting date. Other revenue and
surrenders are recognised when cash is received from
the departments.

Amounts owing to the National Revenue Fund at the
end of the financial year are recognised as
receivables in the Statement of Financial Position.

B 3. Expenditure

3.1 Net Appropriation

Appropriated funds include annual appropriation and
statutory appropriation. These are appropriated to
entities in order to be utilised for the necessities of
business operations. Appropriated funds are
recognised in the financial records when approved by
Parliament.

Net Appropriation included in the Statement of
Financial Performance represent the funds
appropriated for annual appropriation during the
financial year, less net amounts to be surrendered and
unauthorised expenditure funded by the National

Revenue Fund.

Total statutory appropriations less amounts to be
surrendered plus exceeding of the approved statutory
appropriation are presented in the statement of
financial performance. Exceeding of approved

statutory appropriation are recognised as a payable in
the Statement of Financial Position.

3.2 Other expenditure

Expenditure is recognised on receipt of a request. If
not paid by 31 March, the payment becomes a
payable.

3.3 Unauthorised expenditure
approved (with funding) by an
Act of Parliament and
expenditure in terms of an Act
of Parliament

Expenditure is recognised when an Act has been
approved (with funding) by Parliament. Unauthorised
expenditure approved with funding, but not yet
requested is recognised as a payable.

3.4 CARA payments

Cara money is not appropriated as such and funds are
transferred to department when approved by Cabinet
in accordance with section 65 of the Prevention of
Organized Crime Act, 1998 (Act 121 of 1998).
Amounts transferred by the National Revenue Fund
are recognised in the Statement of Financial
Performance when approved by Cabinet. Funds not
requested when approved by Cabinet are recognised
as a payable by the National Revenue Fund in the
Statement of Financial Position.

3.5 Financial Instrument Valuation
and Capital Subscription on
Investments

Capital Subscriptions Investments are initially
recognised at the issue price upon transaction date of
the relevant department.

Foreign liabilities, foreign investments (including
capital subscriptions) and Multilateral Institutions
liabilities are re-valued at the closing exchange rate of
31 March. Associated gains and losses are
recognised in the Statement of Financial Performance.
Gains and losses due to the revaluation of inflation-
linked bonds are also included in the Statement of
Financial Performance.
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B 4. Assets

4.1 Cash and cash equivalents

Domestic cash and cash equivalents are recognised in
the Statement of Financial Position at cost.

For the purpose of the Cash Flow Statement, cash
and cash equivalents comprise cash on hand,
deposits held and other short-term highly liquid
investments.

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

4.2 Receivables

Receivables included in the Statement of Financial
Position comprise of payments due at financial year
end by departments which have not yet been
received. Any unspent CARA fund assistance,
approved by Cabinet and paid to departments does
not need to be surrendered to the National Revenue
Fund.

Receivables outstanding at year-end are carried at
cost.

4.3 Investments

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

Foreign investments represent South Africa's
membership/shareholding in the African Development
Bank, the International Bank for Reconstruction and
Development, the International Finance Corporation,
New Development Bank and Multilateral Investment
Guarantee Agency. These investments are initially
recognised at face value (i.e. the issue price) and are
subsequently revalue using the closing exchange rate
at 31 March.

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

Any gains and or losses on the revaluation of
investments and financial liabilities are recognised in
the Statement of Financial Performance.
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B 5. Liabilities
5.1 Payables

Recognised payables mainly comprises of amounts
owing by the National Revenue Fund to other
governmental entities and SARS. These payables are
carried at cost in the statement of financial position.

5.2 Multilateral Institutions

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

The International Monetary Fund's securities account
and SDR allocations represents South Africa's liability
to the fund.

5.3 Borrowings

5.3.1 Domestic Borrowings

Domestic current borrowings consist mainly of
Treasury bills with a term-to-maturity varying between
1 to 365 days. Treasury bills are recognised at face
value.

Domestic non-current borrowings consist of fixed rate,
inflation-linked-, retail- and zero coupon bonds. All
these instruments except for inflation-linked- and zero
coupon bonds are recognised at face value. Inflation-
linked bonds and zero coupon bonds are recognised
at transaction amount. Inflation-linked bonds have
been revalued using the relevant “reference CPI” at
year end (settlement value). Zero coupon bonds are
recognised at amortised costs.

The face value and / or settlement value represents
the amount that will be paid to the bond holder at
maturity of the instrument.

5.3.2 Foreign Loans and Bonds

Foreign loans and bonds are initially recognised at
face value and subsequently revalued to rand using
the closing exchange rates as at 31 March. Foreign
loans are not hedged against foreign currency
movements.
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B 6. Contingent liabilities
and contingent assets

6.1 Contingent liability

Contingent liabilities are included in the disclosure
notes to the financial statements when it is possible
that economic benefits will flow from the National
Revenue Fund, or when an outflow of economic
benefits or service potential is probable but cannot be
measured reliably.

6.2 Contingent asset

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

B 7. Events after the
reporting date of the
Annual Financial
Statements

Events after reporting date are all events both
favourable and unfavourable events, that occur
between reporting date and the date when financial
statements are authorised for issue.

Where applicable:

The amounts recognised and recorded in the
financial statements were adjusted to reflect
adjusting events after the reporting date; and

The amounts recognised or recorded in the
financial statements to reflect non-adjusting events
after the reporting date are not adjusted.

Material events after reporting date are disclosed in
the notes to the financial statements. For more
information see the applicable note in this regard.
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STATEMENT OF FINANCIAL PERFORMANCE

For the year ended 31 March 2022

2021/22 2020/21
Notes R'000 R'000
REVENUE
Revenue collected 1 1562 394 262 1 236 799 984
By SARS 1546 195 992 1200 560 371
Departmental Revenue 16 126 694 36 153778
CARA Receipts 71577 85 835
Other Revenue 2 6 271 450 4 491 039
TOTAL REVENUE 1 568 665 713 1241 291 024
EXPENDITURE
Net Appropriation 1940 851 628 1871173189
Annual Appropriation 3 1031 807 482 1004 426 578
Statutory Appropriation 4 909 044 146 866 746 611
CARA Payments 5 30415 150 699
Expenditure in terms of a separate Act of Parliament 6 - -
TOTAL EXPENDITURE 1 940 882 043 1871 323 888
SURPLUS/(DEFICIT) (372 216 329) (630 032 864)
Financial Instrument Valuation and Capital Subscription 7 (36 856 923) (32 168 141)

on Investments
Valuation and Capital: Investment
Movement on National Treasury Financial Instruments

SURPLUS/(DEFICIT) FOR THE YEAR
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(36 035 763) (28 210 143)
(821 159) (3 957 998)
(409 073 252) (662 201 005)
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STATEMENT OF FINANCIAL POSITION

For the year ended 31 March 2022

2021/22 2020/21

Notes R'000 R'000
ASSETS
Current assets
Cash and cash equivalents 8 259 832 104 310114 474
Receivables 9 17 466 873 24 078 475
Funds to be surrendered to the Revenue Fund:
Voted Funds 15 004 305 21 265871
Unauthorised expenditure 15160 -
Departmental Revenue 2 361 848 2709 869
Other 85 560 102 735
Total 277 298 977 334 192 949
Non-current assets
Investments 10 458 487 868 311 021 360
Total 458 487 868 311 021 360
TOTAL ASSETS 735 786 845 645 214 308
RESERVES AND LIABILITIES
RESERVES (4 055 890 321) (3 646 817 069)
LIABILITIES
Current liabilities
Payables 11 39 467 461 21 386 481
Voted Funds to be transferred 18 360 529 915 496
Unauthorised expenditure 18 710 490 18 710 490
Other 2 396 442 1760 495
Borrowings 12 539 331 134 518 810 498
Total 578 798 595 540 196 979
Non-current liabilities
Multilateral Institutions 13 474 746 449 334 944 145
Borrowings 14 3738132121 3416 890 254
Total 4212 878 570 3751 834 399

TOTAL LIABILITIES

TOTAL RESERVES AND LIABILITIES

4791 677 165

4292 031 378

735 786 845

645 214 308
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STATEMENT OF CHANGES IN NET ASSETS

For the year ended 31 March 2022

Notes R'000
Opening balance as at 1 April 2020 (2 984 590 984)
Surplus / (Deficit) for the year 2021 (662 201 004)
Prior year errors for transactions 2020/21 22 (25 082)
Rounding 1

Balance at 31 March 2021

Surplus / (Deficit) for the year 2022
Adjustments and restatement
Rounding

Balance at 31 March 2022
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(3 646 817 069)

(409 073 252)

(4 055 890 321)
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CASH FLOW STATEMENT

For the year ended 31 March 2022

2021/22 2020/21
Notes R'000 R'000
CASH FLOWS FROM OPERATING ACTIVITIES
RECEIPTS
Revenue collected 15 1563 199 765 1237 583 655
By SARS 1 546 653 474 1200 333 015
Departmental Revenue collected 16 474 715 37 164 805
CARA Receipts 71577 85 835
Surrenders from departments 16 21293616 11 681 545
Other revenue received by the revenue fund 17 6 271 450 4 491 039
1590 764 831 1253 756 239
PAYMENTS
Appropriated payments 18 1937 568 724 1891 515 887
Annual Appropriation 1028 415 404 1024 477 687
Statutory Appropriation 909 122 905 866 887 501
CARA Payments 30 415 150 699
Other Payments 19 915 497 511
1 938 484 220 1891516 398
Net cash flow available from operating activities 23 (347 719 388) (637 760 159)
CASH FLOWS FROM INVESTING ACTIVITIES
Other investing activities 20 - -
Net cash flows from financing activities - -
CASH FLOWS FROM FINANCING ACTIVITIES
Increase/(Decrease) in borrowings 21 297 437 018 696 184 522
Net cash flows from financing activities 297 437 018 696 184 522
Net increase/(decrease) in cash and cash equivalents (50 282 370) 58 424 363
Cash and cash equivalents at beginning of period 310114 474 251690 111
Cash and cash equivalents at end of period 8 259 832 104 310114 474
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

For the year ended 31 March 2022

2021/22
R'000

2020/21
R'000

1 Revenue collected

1.1 By SARS
Revenue collected by SARS WP 2A
Taxation
Non-taxation
Less: Payments by SARS
Total Revenue collected by SARS*

*Refer to note 25 for Departures from the Modified Cash Standard granted to SARS

1.2 Departmental Revenue
Departmental Revenue collected WP 2B & 2C
National Revenue Fund Receipts *
Sales of goods and services other than capital assets
Fines penalties and forfeits
Interest dividends and rent on land
Sales of capital assets
Financial transactions in assets and liabilities

Transfers received
Total Departmental Revenue collected

1563 754 244

97 054 225

114612 477

1249711 235
73 145 551
122 296 415

1546 195 992

1200 560 371

16 126 694 36 153 778
6 068 425 25769 916
2786 904 1540 319
271149 354 206
5541074 7 002 520
136 301 131 839
951 981 927 807
370 860 427171

16 126 694 36 153 778

*National Revenue Fund receipts (previously known as extra-ordinary receipts) are also included in
departmental revenue in line with global standards in particular the International Monetary Fund’s
Government Finance Statistics Manual 2001. Detailed information on these transactions is provided in
Working papers 2C and 2D. If exchange rate profit is not received in cash it is recognised during the
financial year once the information by means of a journal is obtained from the Assets and Liability

Management (ALM) section.

1.3 CARA Receipts
CARA funds received WP 1C
Total CARA Receipts

2 Other Revenue
2.1 Other
Other surrenders WP 3B
Other revenue received WP 3C
Total Other

292

71577 85835
71577 85 835
4176 857 2688 913
2094 593 1802 126
6 271 450 4 491 039
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

For the year ended 31 March 2022

2021/22
R'000

2020/21
R'000

3
31
3.2
4
4.1
4.2
5
6
7
7.1

Net Appropriation

Annual Appropriation

Equitable Share / Voted Funds
Total Annual Appropriation

Voted funds to be surrendered
Equitable Share / Voted Funds
Total voted funds to be Surrendered

Net Appropriation - Statutory
Statutory Appropriation
Equitable Share / Statutory Funds

Total Statutory Appropriation

Statutory funds to be surrendered
Equitable Share / Statutory Funds

Total Statutory funds to be Surrendered

CARA Payments
Cara funds transferred to departments
Total CARA Fund assistance

Expenditure in terms of a separate Act of

Parliament

Unauthorised Expenditure in terms of an Act

of Parliament
Total Expenditure in terms of an
Act of Parliament

1031 807 482

WP 1A 1 050 520 895

1004 426 578

1 025 962 053

1 050 520 895

1025 962 053

Financial Instrument Valuation and Capital Subscription

on Investments
Capital Subscription on Investments
Financial Instrument Valuation

Total Valuation and Capital on Investments

Movement*

Movement on Capital Subscription
Movement on Multilateral Institutions
Nett movement

18 713 413 21535 475
18 713 413 21 535 475

909 044 146 866 746 611

WP 1B 856 903 709 783 194 890
856 903 709 783 194 890

(52 140 437) (83 551 721)

(52 140 437) (83 551 721)

WP 4C 30 415 150 699
30 415 150 699

WP 5A - -
WP 6 4743073 1157 393
WP 6 (40 778 836) (29 367 536)

(36 035 763)

(28 210 143)

WP 6 (4 105 797) (19 789 988)
WP 6 3284 637 15 831 990
(821 159) (3 957 998)

*The movement in Capital subscription on Investment and Multilateral Institutions consist of revaluation
gain/loss on additional subscription from the New Development Bank which took place in December 2021

and March 2022.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

For the year ended 31 March 2022

2021/22 2020/21
R'000 R'000
8 Cash and cash equivalents
Exchequer account - -
Cash with commercial banks 133 317 599 175 135594
Cash with SARB 41 157 404 41 157 404
Foreign Currency Investment 85 130 325 93 281 754
ALM PMG balance 226 776 539 721
Total Cash and cash equivalents* 259 832 104 310 114 474
*Cash and Cash equivalents balances are net of outstanding transfer
9 Receivables
9.1 Current
9.1.1 Voted funds to be surrendered to the Revenue Fund
Opening Balance 21265871 11 669 312
Prior period error - 1317
Restated opening balance 21265871 11 670 629
Amounts to be surrendered WP 1A 1B & 1E 15 032 050 21276 787
Received during the year WP 3A (21 293 616) (11 681 545)
Closing balance 15 004 305 21265871
9.1.2 Departmental Revenue to be surrendered to the Revenue
Fund
Opening Balance 2709 869 3747 295
Prior period error* - (26 399)
Restated opening balance 2709 869 3720 896
Revenue collected WP 2B 10 058 269 10 383 862
Received during the year WP 2B (10 406 290) (11 394 889)
Closing balance 2 361 848 2709 869
*See disclosure note on restatements for more details
9.1.3 Other
Opening Balance 102 735 92 045
Amounts to be received WP 9A 85 560 102 735
Received during the year WP 9A (102 735) (92 045)
Closing balance 85 560 102 735
9.1.4 Unauthorised expenditure funded by NRF
Opening Balance - -
Appropriation for unauthorised expenditure WP 5B 15 160 -
Received during the year WP 5B - -
Total Appropriation for unauthorised expenditure 15 160 -
Total Receivables 17 466 873 24 078 475
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

For the year ended 31 March 2022

2021/22 2020/21
R'000 R'000
10 Investments

Non-Current
Foreign
New Development Bank 145 793 500 122 078 138
International Monetary Fund quota subscription 61 495 389 63 986 569
African Development Bank 127 499 753 59 041 287
International Bank for Reconstruction and Development 32 377 379 32 281 356
International Monetary Fund SDR Holding 89 123 453 31 402 750
International Finance Corporation 1936211 1965 162
Multilateral Investment Guarantee Agency 262 178 266 098
Total Investments - Non-current 458 487 868 311 021 360
Number of shares
International Finance Corporation 132 805 132 805
International Bank for Reconstruction and Development 18 409 18 084
Multilateral Investment Guarantee Agency 1662 1662
African Development Bank 724 933 330 749
New Development Bank 100 000 82 500
Special Drawing Rights (SDR)
International Monetary Fund Quota Subscription 3051 200 3051 200
International Monetary Fund SDR Holding 4 422 014 1497 440
Issue price per share
Foreign:
Issued in American dollars
International Finance Corporation 14 579 14 797
International Bank for Reconstruction and Development 1758 780 1785078
Multilateral Investment Guarantee Agency 157 749 160 107
New Development Bank 1457 935 1479735
Issued in unit of account
African Development Bank 175878 178 508
Exchange rates as at year end used to convert issue price
American dollar (USD) 14.58 14.80
Special Drawing Rights (SDR) 20.15 20.97
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

For the year ended 31 March 2022

2021/22 2020/21
R'000 R'000
Current Liabilities
11 Payables
11.1 Current
11.1.1 Voted funds to be transferred
Opening Balance 915 496 511
Prior period error - -
Restated opening balance 915 496 511
Funds not transferred WP 1A &1B 18 360 529 915 496
Paid during the year WP 4A (915 497) (511)
Closing balance 18 360 529 915 496
11.1.2 Other
Opening Balance 1760 495 2019 323
Amounts to be paid WP 9C 2 396 447 1760 500
Amount paid during the year WP 9C (1 760 500) (2 019 328)
Closing balance 2 396 442 1760 495
11.1.3 Unauthorised Expenditure NOT funded by Revenue Fund
Opening Balance 18 710 490 18 541 198
Prior period error* - -
Restated opening balance 18 710 490 18 541 198
Amount paid Approved by Finance Act WP 5A - -
Unauthorised reported in current financial year WP 5A - 169 292
Total Appropriation for unauthorised expenditure 18 710 490 18 710 490
*See disclosure note on restatements for more details
Total Payables 39 467 461 21 386 481
12 Borrowings
Current
Domestic WP 8A 524 751 784 514 794 981
Bonds 524 751 784 514 794 981
Foreign WP 8A 14 579 350 4015 517
Bonds 14 579 350 4015517
Total Current Borrowings 539 331 134 518 810 498
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The face value of these bonds at the date of issue was R7.1 bn (2020/21: R2.0 bn).
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

For the year ended 31 March 2022

2021/22 2020/21
R'000 R'000
12.1 Domestic short-term bonds treasury bills and other loans
Debt as at 1 April 41176 085 53 057 774
Created (40 548 024) 4 891 996
Reduced (48 653 061) (57 949 770)
Transfer from long-term 124 660 978 41 176 085
Revaluation premium on inflation-linked bonds - 17 568 655
Treasury bills 448 108 840 456 043 275
Other Loans 6 966 6 966
Total 524 751 784 514 794 981
12.1.1 Composition of domestic short-term bonds
treasury bills and other loans
1-day Treasury bills 145 170 72 585
91-day Treasury bills 8 684 400 15 334 900
182-day Treasury bills 72 806 380 70980 300
273-day Treasury bills 149 364 410 154 146 890
365-day Treasury bills 217 108 480 215 508 600
Fixed-rate bonds 75 907 352 -
Inflation-linked bonds - 55089 692
Retail bonds 728 626 3 655 048
Other 6 966 6 966
Total 524 751 784 514 794 981
12.2 Foreign short-term bonds and other loans
Debt as at 1 April 1995 428 7 960 585
Created - -
Reduced (1 995 428) (7 960 585)
Transfer from long-term 7 115 000 1995 428
Revaluation of foreign loans 7 464 350 2020089
Total 14 579 350 4015517
Non-current Liabilities
13 Multilateral Institutions WP 8D
IMF-Securities Account 109 846 566 114 298 475
African Development Bank 122 745 424 55008 973
New Development Bank 116 634 800 97 662 510
IMF-SDR Allocations 94 924 702 37 441 855
International Bank for Reconstruction and Development 30 382 549 30 316 748
Multilateral investment Guarantee Agency 212 408 215 584
Total Multilateral Institutions 474 746 449 334 944 145
These liabilities in multi-lateral institutions are revalued at closing exchange rate as at 31 March.
13.1 African Development Bank 122 745 424 55008 973
This commitment represents the callable portion of a country's
subscription available to the African Development Bank to
meet its obligations on borrowing of funds or guarantees
chargeable.
13.2 IMF-Securities Account 109 846 566 114 298 475

This commitment represents the balance of securities in the
International Monetary Fund's (IMF) General Resources
Account held with the South African Reserve Bank.

297



National Treasury | National Revenue Fund Annual Report

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
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2021/22 2020/21
R'000 R'000
13.3 IMF-SDR Allocations 94 924 702 37 441 855
The special drawing rights deposit at the South African
Reserve Bank is the Rand equivalent of South Africa's special
drawing right liability towards the International Monetary Fund
in terms of the Finance and Financial Adjustments Acts
Consolidation Act 11 of 1977.
13.4 International Bank for Reconstruction and Development 30 382 549 30 316 748
This commitment represents the callable portion of a country's
subscription available to the International Bank for
Reconstruction and Development (IBRD) to meet its
obligations for funds borrowed or loans guaranteed by it.
13.5 New Development Bank 116 634 800 97 662 510
This commitment represents the callable portion of a country's
subscription available to New Development Bank to meet its
obligations on borrowing of funds or guarantees chargeable.
13.6 Multi- Lateral investment Guarantee Agency 212 408 215584
This commitment represents the callable portion of a country's
subscription available to the Multilateral Investment Guarantee
Agency (MIGA) to meet its obligations on foreign investment
guarantees to investors that are planning investments in
developing member countries.
14 Borrowings
Long Term
Domestic WP 8A 3340606 978 3028471416
Bonds 3340606 978 3028471416
Foreign WP 8B 397 525 143 388 418 838
Bonds 397 525 143 388 418 838
Total Long-Term Borrowings 3738132121 3416 890 254
Included in domestic non-current borrowings are inflation-linked bonds with the revalued amount of
R853.5 bn (2020/21: R732.2 bn). The face value of these bonds is R649.2 bn (2020/21: R573.0 bn).
Foreign bonds are revalued at the closing exchange rate at 31 March. The face value of these bonds at
the date of issue was R374.6 bn (2020/21: R350.4 bn).
14.1 Domestic long-term bonds debentures and WP 8A
other loans
Debt as at 1 April 2 869 310 493 2305114 325
Created 391 735 340 603 081 075
Reduced - -
Transfer to short-term (124 660 978) (38 884 909)
Revaluation premium on inflation-linked bonds 204 183 256 159 122 056
Former Regional Authorities 38 867 38 867
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For the year ended 31 March 2022

2021/22
R'000

2020/21
R'000

141.1

14.1.2

14.2

14.2.1

14.2.2

Composition of Domestic long-term bonds
debentures and other loans

Fixed-rate bonds

Inflation-linked bonds

Retail bonds

Former Regional Authorities

Total

Redemption analysis of foreign long term
and other loans financial year(s)
2021-2024

2024-2027

2027-2030

2030-2033

2033-2037

2037-2040

2040-2043

2043-2047

2047-2050

2050-2053

Total

Foreign long-term bonds and other loans WP 8B
Debt as at 1 April

Created

Reduced

Transfer to short-term

Revaluation premium on inflation-linked bonds
Total

Redemption analysis of foreign long term
and other loans financial year(s)
2021-2024

2024-2027

2027-2030

2030-2033

2033-2037

2037-2040

2040-2043

2043-2047

2047-2050

2050-2053

Total

Currency analysis of foreign long-term loans
South African Rand

Euro

Special Drawing Rights

United States dollar

Total

2469 096 418

2283672537

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

3 340 606 978 3028 471 416
354 514 013 136 527 981
252 116 504 428 894 756
520 503 999 502 742 471
406 026 877 321 109 449
741 078 517 627 649 359
167 967 264 231 905 406
93 381 857 151 719 427
319 688 395 309 640 637
485290 617 280 347 539
68 37 895 525

3340568 111

3028 432 549

350 411 631 260 487 312
31315515 91 919 747
(7 115 000) (1 995 428)
22 912 997 38 007 207

397 525 143 388 418 838
21 869 025 36 993 375

131 546 614 120 757 712
78 728 490 73986 750

- 20 716 290

10 934 512 -
15 942 677 -
- 16 106 176

34 990 440 29 594 700
103 513 385 90 263 835
397 525 143 388 418 838
5 008 164 5 008 164

8 088 988 8 679 755
61 495 389 63 986 569
322 932 602 310 744 350
397 525 143 388 418 838
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2021/22 2020/21
R'000 R'000
15 Revenue collected
By SARS 1546 653 474 1200 333015
Departmental Revenue collected WP 2B & 2C 16 474 715 37 164 805
CARA Fund assistance WP 1C 71577 85 835
Total Revenue collected 1563 199 765 1237 583 655
16 Surrenders from Departments
Equitable Share / Voted & Statutory funds
surrendered WP 3A 21293616 11 681 545
Unauthorised Expenditure funded by Revenue Fund WP 5B - -
Total Surrenders from Departments 21293 616 11 681 545
17 Other revenue received by the Revenue Fund
Other surrenders WP 3B 4176 857 2688913
Other revenue received WP 3C 2 094 593 1802 126
Total Other revenue received 6 271 450 4491 039
18 Appropriated Payments
Annual Appropriation: Funds transferred WP 1A 1028 415 404 1024 477 687
Statutory Appropriation: Funds transferred WP 1B 909 122 905 866 887 501
CARA Fund assistance WP 4C 30 415 150 699
Total Appropriated Payments 1937 568 724 1891 515 887
19 Other Payments
Amounts transferred to departments for
previous appropriated funds WP 4A 915 497 511
Total Other Payments 915 497 511
20 Other investing activities
Other investing activities WP 7C - -
Total Other investing activities - -
21 Increase/Decrease in borrowings
Changes in borrowings WP 8C 297 437 018 696 184 522
Total Other financing activities 297 437 018 696 184 522
22 Adjustments and Restatements
Restatements: Before prior period 2020/21 - (25 082)
Total Adjustments and Restatements - (25 0802)
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For the year ended 31 March 2022

2021/22
R'000

2020/21
R'000

23

24

Nett cash flow available from operating activities

Net surplus /(deficit) as per Statement of Financial Performance
Add back non-cash/cash movements not deemed operating
activities

(409 073 252)

(662 201 005)

Increase/(decrease) in receivables-current
Increase/(decrease) in other current assets
Voted funds not requested/not received
Approved Statutory Overdrawn

Other non-cash items

61 340 216 24 440 846
21293 616 11 681 545
109 994 (783 160)
3392078 (20 051 109)
(78 759) (140 890)
36 856 923 32 168 141

Net cash flow generated by operating activities

(347 719 388)

(637 760 159)

RESTATEMENTS
Restatement done by Departments 2021/22

Voted funds to be transferred

2021/22

2020/21

Parliament Statutory
Actual Expenditure exceeded funds requested for 2020-2021

34 139

Voted funds to be surrendered

Sport, Arts and Culture
Department restated prior period voted funds to be surrendered 2015/16

1079

Agriculture, Land Reform and Rural Development
Department restated prior period voted funds to be surrendered 2020/21

29 062

Cooperative Governance
Department restated prior period voted funds to be surrendered
2019/20

238

Unauthorised Expenditure

Health
Department restated Unauthorised expenditure for 2020/21

30 566
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2021/22 2020/21
R'000 R'000

Departmental Revenue
Home Affairs
Department restated Departmental Revenue collection for 2017/18 - 4781
Restatement Departmental Revenue collection for 2020/21 - 19 963
Cooperative Governance
Department restated Departmental Revenue collection for 2016/17 - 21618
Agriculture, Land Reform and Rural Development
Department restated Departmental Revenue collection for 2020/21 - 726

Reflected in the
Audited Financial

Statements
ALM prior period error 2020/21 2020/21
Domestic short term loans, treasury bills and
other loans
Adjustment of initial redemption figures transferred from long term to short term in 2020/21 for payment in 2021/22
Current Borrowings-Domestic 514 794 981 512 352 196 2442 785
Long term Borrowings-Domestic 3028 471 416 3030914 202 (2 442 785)

Restatement of Foreign Currency Accounts

Financial Instrument Valuation and Capital 93 281 754 93 263 486 18 268
Subscription on Investments
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Summary of above-mentioned prior period errors

Revenue| Expenditure Equity Assets Liability
2020/21
Parliament Statutory actual expenditure - 34 139 (34 139) - 34 139
exceeded funds requested for 2020/21
ALM Financial Instrument valuation and - - 18 268 18 268 -
Capital subscription on Investment for
2020/21
Home Affairs restated Departmental 19 963 - 19 963 19 963 -
Revenue collection for 2020/21
Agriculture, Land Reform and Rural - 29 062 (29 062) (29 062) -
Development restated prior period voted
funds to be surrendered for 2020/21
Agriculture, Land Reform and Rural (726) - (726) (726) -
Development restated departmental
revenue for 2020/21
Health restated Unauthorised - (30 566) 30 566 - (30 566)
expenditure for 2020/21
Sub Total 19 237 32635 4870 8 443 3573
Prior to 2020/21
Home Affairs restated departmental - - (4781) (4781) -
revenue for 2017/18
Cooperative Governance departmental - - (21 618) (21 618) -
restated departmental revenue collection
for 2016/17
Sports, Arts and Culture department - - 1079 1079 -
restated voted funds for 2015/16
Cooperative Governance departmental - - 238 238 -
restated voted funds for 2019/20
Sub Total - - (25 082) (25 082) -
TOTAL 19 237 32635 (20 212) (16 639) 3573
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25 Departures from the Modified Cash Standard granted to SARS
The financial statements comply with the Modified Cash Standard with the Departures disclosed below.
These departures were approved by the Accountant-General in 2014. The MCS with these departures
will apply until the adoption of accrual accounting.

25.1 Revenue recognition: Penalties
Chapter 9.14 of the Modified Cash Standard requires recording and disclosure of accruals in respect of
revenue. However, the Standard provides for exemption of taxation revenue. For the purpose of this
Standard the definition of taxes specifically excludes fines and other penalties imposed for breaches of
law.

SARS concluded that the recording and disclosure of accruals in respect of revenue from penalties
relating to taxation revenue would be misleading and that it would conflict with the overall objective of
fair presentation.

Revenue from penalties is directly related to taxation revenue for which exemption was granted and
consequently is recognised on the same basis as taxation revenue.

25.2 Revenue recognition: Revenue from SACU
Chapter 9.14 of the Modified Cash Standard requires recording and disclosure of accruals in respect of
revenue. However, the Standard provides for exemption for recording of an accrual of taxation revenue.
The South African Government receives revenue from the common Customs Pool in terms of the
Agreement. The revenue originates from custom duties excise levies and other duties. Revenue from
SACU is administered by SARS in terms of the SARS Act (Act No.34 of 1997) and by implication falls
within the ambit of taxation revenue.

Revenue received from SACU is based on monies received into the Common Customs Pool from the
participating Member States. SARS concluded that revenue received in terms of the SACU agreement
should be accounted for on the cash basis of accounting.

25.3 Contingent assets and Liabilities
SARS has litigation matters which are not disclosed. Chapter 4 of the Standard will require retrospective
application in adopting the accounting policy for the contingent assets and liabilities.

There is currently no reliable basis that can be utilised in respect of the judgment to be applied in
considering whether transactions meet the criteria of accruals provisions contingent assets and
liabilities.

SARS concluded that the disclosure of contingent assets and liabilities would not achieve the overall
objective of fair presentation.
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2021/22 2020/21
R’000 R’000
26 Contingent Asset
GEFECRA 314 283 429 315584 260
The GFECRA, which operates in terms of Sec 28 of the SARB Act, represents the net revaluations profits
and losses on gold and foreign exchange transactions which are for the account of the South African
government.
27 Events after reporting date
27.1 Subsequent events

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

* R3,4 billion to Denel Limited for the implementation of the turnaround plan.
* R2,9 billion to Transnet Limited for the acceleration of repair and maintenance of locomotives
* R23,7 billion to the South African National Roads Agency Limited for debt redemption fund.

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

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

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

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

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

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

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

28.

28.1

In terms of section 22 of the 2022 Division of Revenue Act the approval for roll over was only after 31 March
2022. Unspent conditional grants should be surrendered by the Province to the National Revenue Fund
through the relevant National Departments. As these approvals were received after June 2022 the amounts
for unspent conditional grants to be surrendered were not included in the audited Annual Financial Statements
of the relevant National departments. The National Revenue Fund should therefore receive the amount of
R3,246 bn. See breakdown below:

2021/22 2020/21
R’000 R’000
Province/Agency
Audited 2021/22
North west 443 601 112 684
Western Cape 44 420 95 334
Gauteng 2029 835 944 747
Eastern Cape 62 029 192 299
KwaZulu Natal 44 131 55 356
Mpumalanga 104 664 176 199
Northern Cape 102 105 109 489
Free State 55 702 240 732
Limpopo 359 758 603 996
Total 3 246 245 2530 836

Financial Risk Management

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

Strategic portfolio risk benchmarks

Description Range or limit
Treasury bills as % of domestic debt 15
Long-term debt maturing in 5 years as % of bonds 25
Inflation-linked bonds as % of domestic debt 20-25
Foreign debt as % of total debt 15
Weighted term-to-maturity of fixed-rate bonds and Treasury bills (in years) 10-14
Weighted average term-to-maturity of inflation-linked bonds (in years) 14-17

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

Inflation risk

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

Indicator 31 March 2022 31 March 2021
Domestic debt! R3 846.4 bn R3 526.9 bn
Inflation-linked bonds R 853.4bn R 787.3bn
ILBs as % of domestic debt 22.2% 22.3%

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

28.2 Currency risk

28.3

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

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

Composition of foreign debt

Indicator 31 March 2022 31 March 2021
Percentage

As % of total debt

- Gross foreign debt 9.7 10.0
- Net foreign debt 7.9 8.3
Currency composition

- US Dollar 81.9 79.2
- Euro 2.0 22
- Yen 0.0 1.0
- GBP 0.0 0.0
- Swedish krona 0.0 0.0
- XDR 14.9 16.3
-ZAR 1.2 1.3

Refinancing risk

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

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

Indicator 31 March 2022 | 31 March 2021
Treasury bills as % of domestic debt 11.7% 12.9%
Long-term debt maturing in 5 years as % of bonds 15.8% 15.9%
Weighted term-to-maturity of fixed-rate bonds plus Treasury 115 11.8
bills (in years)

Weighted term-to-maturity of inflation-linked bonds (in years) 13.6 13.2

28.4 Credit Risk

28.5

Credit risk exposure from explicit contingent portfolio

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

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

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

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

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

Counterparty risk exposure from investment of government surplus cash

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

Sovereign risk

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

Following multiple credit rating downgrades from the solicited credit ratings in 2020, as a result of the
outbreak of the Covid-19 pandemic and associated long-lasting and devastating effects, South Africa’s
credit ratings began to stabilize in 2021/22.
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On 21 May 2021, S&P affirmed South Africa’s long term foreign and local currency debt ratings at ‘BB-’
and ‘BB’, respectively. The agency maintained a stable outlook. On the same day, Fitch affirmed the
country’s long term foreign and local currency debt ratings at ‘BB-’ and maintained a negative outlook.
However, both agencies highlighted that long standing structural constrains are expected to continue to
hinder economic growth. Further, high and rising government debt as well as high inequality remain the
key rating weaknesses

On 15 December 2021, Fitch affirmed the country’s non-investment ratings (‘BB-) and revised the
outlook to stable from negative. The agency indicated that the outlook revision reflects the faster than
expected economic recovery, surprisingly strong fiscal performance as well as significant improvements
to key GDP based credit metrics following the rebasing of national accounts.

Rating agencies remain concerned about South Africa’s low economic growth, slow pace of economic
reforms implementation as well as socioeconomic inequalities which complicate policy efforts and
intensify tensions that fuel political risk in South Africa. Additionally, the country’s large debt burden, and
the financially weak SOC sector remains a drain on public finances, although government has recently
limited financial support to SOCs.

The table below shows the current ratings from the solicited rating agencies. Credit ratings from all the
credit rating agencies now carry stable outlooks.

Table: South Africa’s Credit Ratings by R&I, S&P, Fitch and Moody’s

Latest credit
Rating Agency |rating action Action LTFC: LTLC? Outlook
S&P 20 November 2020 Affirmation BB- BB Stable
Fitch 15 December 2021 Affirmation BB- BB- Stable
Moody's 21 May 2021 Affirmation Ba2 Ba2 Negative

'LTFC = Long Term Foreign Currency Rating, 2LTLC = Long Term Local Currency Rating.
Financial sustainability

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

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

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

Urgent action is required to mitigate risks and accelerate growth-enhancing reforms, especially to boost electricity
supply. Domestically, increased power cuts will compromise an already fragile and recovering economy.
Conversely, accelerating the implementation of energy reforms could mitigate the adverse effects of load-shedding
and support higher business confidence and investment. Industrial action in the ports and rail sector could constrain
economic activity and reduce South Africa’s competitiveness. A deterioration of the fiscal outlook due to unfunded
spending pressures or the materialisation of contingent liabilities and the weak financial position of several state-
owned companies that rely on government support to operate could increase borrowing costs, and crowd out both
private and public investment.
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The higher-than-anticipated revenues will be used to reduce the gross borrowing requirement, support spending
priorities and reduce risks to the fiscal outlook. Lifted by better-than-expected revenues and expenditure discipline,
the fiscal position is stronger. The unallocated and contingency reserves cushion the fiscal framework from fiscal
risks that may materialise over the medium term. The unallocated reserve is increased by R11.3 billion to
R41.3 billion in 2024/25. The contingency reserve has also been increased by R2 billion over the next two years.
As a result of determined and disciplined budgeting, supported by favourable revenue dynamics, government
expects to achieve a primary budget surplus in 2023/24. Gross debt is now projected to stabilise at 71.4 per cent
of GDP in 2022/23 much more quickly than previously expected.

During 2022, the global funding environment has been characterised by elevated risk aversion and sharp increases
in risk premia. Over the medium term, government will need to manage large redemptions, reflected in the gross
borrowing requirement, which has been revised down from R484.5 billion at the time of the 2022 Budget to
R411.2 billion in 2022/23. Over the medium term, the gross borrowing requirement will average R445.7 billion,
which puts the gross borrowing requirement medium term path at pre-COVID levels. Long-term borrowing in the
domestic bond market will decline from R330.4 billion estimated in the 2022 Budget to R299.4 billion in 2022/23,
averaging R312.4 billion over the medium term. Gross loan debt is expected to increase from RA4.75 trillion
in 2022/23 to R5.61 trillion in 2025/26, driven mainly by the budget balance and fluctuations in the interest, inflation
and exchange rates.

Consolidated government spending is projected to increase from R2.21 trillion in 2022/23 to R2.48 trillion in
2025/26, growing at an annual rate of 4 per cent. The consolidated budget deficit is projected to narrow from 4.9 per
cent of GDP in 2022/23 to 3.2 per cent of GDP in 2025/26.

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