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PART 1. GENERAL INFORMATION

MEC for Public Works
Honourable C. Martin



PART 1 GENERAL OVERVIEW

1.1 Submission of the Annual Report to the Executive Authority

Honourable, Mr C Martin
Member of the Executive Council responsible for Public Works

Annual Report of the Department of Public Worksfor the Financial Year ended 31 March 2006.

Sir, | hereby submit to you the Annual Report of the Department of Public Works, Province of the
Eastern Cape for the financial year ended 31 March 2006.

.................. Date: 31° August 2006
ECN MANELI
Head of Department

1.2 Introduction by the Head of Department

This annual report of the department of Public Works Province of the Eastern Cape is an expression of the
achievements that department has recorded and a reflection of valuable experience that our organisation has
gained in the course of executing our mandate over the foregoing 2005/06 financial year.

These achievements are measured against the strategic objectives, priorities and targets as encapsulated in the
Annual Performance Plan asfollows:

e The development and implementation of the infrastructure delivery programme.

e Meaningful collaboration with the CIDB in facilitating empowerment for contractors to enhance
sustainable growth and enable their development from PDI status to becoming market leaders in the
industry.

e Effective coordination of EPWP.

e Develop and manage the exit strategies for Vukuzakhe.

o [Effectively utilise the supply chain management framework to promote locally produced goods and
services.

e Promote a culture of performance, reward deserving teams and create alearning organisation.
e  Coordinate systematic capacity building.
e Enhanced revenue management

e Improveoninternal control weaknesses through an effective internal control function.




e Develop and maintain an integrated ICT system

e Improve recruitment and retention of technical skills, implement the human resources development
strategy and collaborate with institutions of higher learning.

e The development and management of the integrated human resources strategy.

However, owing to avariety of developments and the evolving environment prevalent during the course of the
financial year we have had to review the performance plan and review some priorities. This report is therefore
against arevised Annual Performance Plan

Financial Highlights - budget against expenditure

The departmental allocation for the year under review was R522, 169m. This represented a decrease of 70% from
the R1, 821, 793m allocated in the previous financial year. This decrease is accounted for by the transfer of roads
function to the department of Roads and Transport. This move magnified a myriad of challenges including
adjusting procurement systems to cater for the remaining functions of the organisation and transfer of additional
personnel. 1 am proud to indicate that our financial management capabilities have improved tremendously as
reflected by our expenditure which stands at 99%.

Delivery of very of Buildings I nfrastructure Programme

New Works

This sub- programme deals with function of providing technical and professional support in the construction of
schools, clinics and hospitals to the department of Education and Health respectively, and other infrastructure for
other government departments. In the first quarter this programme had the following main responsibilities and
targets:

o To ensure that al education projects to be implemented this year receive project management attention.
This means that ensuring that projects are indeed at various stages and phases as indicated in project
plans. i.e. planning, construction.

o Ensure that the quality of worksin progressis guaranteed.
o Provide Monitoring and Evaluation expertise in the already running projects
o Ensure that tendering for various projects in done.

In respect of these responsibilities the department has made considerable progress notwithstanding infrastructure
delivery challenges faced by the province broadly, but also the department specifically as they relate to technical
and professional skills under - capacity. Once again, the department has played a critical role in ensuring that the
province delivered this needed infrastructure.

Policy, Procedures and Systems Development Discour se

Recognising the renewed mandate, functions, and strategic focus owing to the transfer of the roads function, the
department needed to initiate a process of developing appropriate policies, procedures, and systems in order to
deliver better on its responsibilities. In this regard, processes to do the following were initiated:

Development of areliable Immovable Asset Register.

Development of a Public Works Facilities Management System

Reengineer the organisational structure to deliver on the new mandate

Development of a property Disposal Policy and procedure manual

Development of agovernment residential accommodation policy and procedure manual
Revamp the Geographic Information System



o Development of a Risk Management Strategy
o Development and Implementation of a Debtors' and Creditors management systems
o Development and Implementation of a Revenue Management Strategy and Plan

By the end of the financial year under review all these policies, systems and procedures were approved resources
and capacity mobilised for implementation. This includes the establishment of a Risk Management Unit to
implement the Risk and Fraud Prevention Plans. This is indeed one of our major achievements in the 2005/06
financia year.

EPWP

Currently the programme has received some level of stability and is progressing relatively well. Institutional
structures are in place both at Provincial and Regional/ District levels. The Sector Committees in place which
overseersthe overall performance of the programme. 164 managers have been trained on NQF Level 5 (managing
labour based construction) and 15 managers have been trained on NQF Level 7(designing labour based
construction).

Construction Industry Development Programme (CIDP)

The registration of contractors in the CIDB register has started very well recording 733 contractors in a CIDB
register of contractors. We have aso begun smoothly with the programme of developing emerging contractor
development programme initiating mentoring programme and mobilising finance for contractors. We can only
improve with time.

Service delivery Improvement

One of our major achievements in the period under review is the establishment of the customer care centre in the
department. Within this context we have been able to refocus the department in espousing the government’ s value
system as dictated to by the Batho Pele principles.

The infrastructure Delivery Improvement Programme has taken an exciting leap forward. With assistance from a
variety of sources we have started implementing IDIP. All these efforts are a recognition and appreciation of the
opportunity give to usto serve our people.

Let me take this opportunity and thank all managers and staff of the department for their sterling work. It was

indeed a very challenging year, however, owing to the fact that they all put the shoulder on the wheel we have
been able to record the achievements listed above. It really shows that working together we can achieve alot.

Whg2

ECN MANELI
Head of Department



13 Information on the Ministry

The Ministry is primarily responsible for the determination of policy imperatives as well as making policy
decisions. Such policies and policy decision are meant to provide strategic guidance in fulfilling the
mandate of the Department as per Cabinet resolutions. Further, the Ministry is responsible for overseeing
the implementation of programmes flowing from these policies in order to give effect to the objectives of
government in bettering the lives of the people.

In the year under review the ministry organised the activities of the department around three major policy
priorities and programmes in order to carry out the responsibilities outlined above and these were:

e Construction Industry Development and Transformation
e Property Management Portfolio, and
e Expanded Public Programme

Construction Industry Development and Transfor mation

In terms of the Construction Industry Development Act, the major campaign undertaken in this programme
was the contractor registration programme. In executing this campaign the ministry has been able to provide
leadership in ensuring that contactors are registered and adhere to the requirements of the Act. The ministry
has also shown courage in addressing the concerns and problems encountered by emerging contractors.
Such courage included engaging the CiDB through its CEO on the potential hindrances to the registration
process and unintended consequences arising there from.

Property Portfolio
Under the stewardship of the ministry the department has managed to do the following:

e Develop the Immovable Asset Register

e Develop the Public Works Facilities Management System
o Develop and implement the Property Disposal Policy

e Revamp the Geographic Information System

EPWP

While acknowledging the many challenges we are still faced with regarding the implementation of the
EPWP currently, the programme has received some level of stability and is progressing relatively well.
Institutional structures are in place both at Provincial and Regional/ District levels. The Sector Committees
in place which overseer the overall performance of the programme. 164 managers have been trained on
NQF Level 5 (managing labour based construction) and 15 managers have been trained on NQF Level
7(designing labour based construction).

OverseasTrip

During the year under review the ministry visited India. Thiswas atrip championed the national department
of Public Works and its purpose was to learn best practice in labour intensive service delivery initiatives
and governments role and support in such initiatives.

Other ministry engagements

2005/06 financial year saw the MEC being appointed as a political champion for two important
programmes, namely, (a) programme for Y outh, Women and disabilities, and (b) the Operation Ixingephi.
On thefirst one, the ministry successfully led the campaign on the 16 days of activism against the abuse of
women and children as well as the campaign on the celebration and commemoration of the Day of the
Disabled.

Operation Ixingephi is a customer relations programme initiated by the Premier focussing on unlocking and
resolving problems encountered by Suppliers, clients, and general citizens regarding service delivery



matters. The ministry has successfully led this programme and has consequently raised and improved the
profile and image of government.

Strategic Overview and Key policy Decisions

In the year under review the department’s activities were informed by a myriad of policy imperatives
and strategic intents including but not limited to the following: (a) Implications of the transfer of the
roads function; (b) Registration of Contractors as informed by the Construction Industry Development
Board Act; and (c) The Property Disposal Initiative as pronounced in the Executing Authority’s
2005/06 policy speech. Over and above these, the Provincial Growth and Development Plan (PGDP),
National Spatial Development Initiatives and the Integrated Development Plans (IDP's) of
Municipalities provided an overarching Service Delivery framework for the province in general and the
department in particular.

In the face of government service delivery challenges in respect of Public Service transformation,
intergovernmental relations, interdepartmental relations, integration, and coordination are pivota in
optimising service delivery impact at al levels. Whilst the Office of the Premier through the
Programme Coordinating and Management Unit and the Intergovernmental Relations office are
responsible for the overall provincial integration and coordination, Public Works is seized with the
responsibility of coordinating developments in the infrastructure sector. Such is a challenge that we are
charged with and continue to attempt to rise to on a day to day; year by year, sparing neither strength
nor courage and 2005/06 financial year was no exception.

(@ Implications of thetransfer of the roadsfunction

The remaining programmes resulting from the transfer of the roads function have since been
handed over to the Department of Transport with the necessary budgets.

They are asfollows:

e Urban Renewa Programme
e Integrated Sustainable Rural Development Programme
e Vukuzakhe Roads Maintenance programme

The transfer of these programmes has had budget implications as the department saw a decrease in
its alocation. However, the transfer of the Roads function to the Department of Transport, has
provided the department with an opportunity to refocus its strategy towards —

° Provision, maintenance and management of provincially owned buildings.

o Coordination of the Expanded Public Works Programme.

° Effective and efficient management of departmental assets.

° Provide skilled, motivated and competent personnel and other support services for the
department.



(b) Registration of Contractors as informed by the Construction Industry Development
Board Act

The registration of contractors has been a major strategic drive in implementing the CIDB Act
within the context of Construction Industry Transformation.

(c) TheProperty Disposal Initiative

The property disposal policy has been developed and the first group of redundant properties to be
disposed has been identified. The Provincial State Land Disposal Committee has been approached
for approval. These properties are to be sold in terms of the policy framework. Consultation with
the affected municipalities has been done.

Significant events that have taken place during the year.
(i) Policy Development Discour se

A landmark process was the review of the organizational structure of the department with aview to
creating an institutionally solid department that will appropriately be responsive to the needs of the
clients.

The department has made significant strides in the area of provisioning and management of state
assets. The immovable asset register has been developed for the department and all properties have
been recorded. The department has finalised the asset disposal policy that will enable the disposal
of government assets in a manner that strengthens service delivery in all spheres of government
while at the same time contributing to economic growth, and support Broad Based Black Economic
Empowerment.

The department has started contributing to initiatives to address poverty and unemployment levels
in the province in line with PGDP objectives through, amongst other things, co-ordination of the
implementation of EPWP.

Four major policies have been developed and are in the process of being implemented. These are:

° Movable asset management policy.

o Housing/residential policy.

° Supply chain management policy and procedure.
° Property disposal policy and procedure manual.
° Immovable property acquisition policy

(i) Service Delivery Enhancing I nitiatives

The schools building programme has been successfully managed and Local Government projects of
traditional courts were 95% complete. The departmental own projects were 99% compl ete.

The planning for the 2006/07 projects have been finalized for the Department of Social
Development, Health and Education. The department has overcome the constraints caused by the
stoppage of the infrastructure planning during the belt tightening phase.



It has been necessary for the department to reorganize itself as Public Works upon departure of
Roads. To this end, the new service delivery model has been crafted and being consulted upon with
affected departments.

14. MISSION

To achieve the optimal efficiency, convenience, lifespan, economic viability, safety and appearance of
any building or structure within our custodianship, by embodying the most effective, labour intensive
and economic means at our disposal, while contributing to the broader government goals of job
creation, poverty alleviation and fight against the HIV and AIDS pandemic.

15 LEGISLATIVE AND OTHER MANDATES

In order to fulfill its legidlative and other mandated functions, the department has, inter alia, the
following responsibilities:

° To provide and manage infrastructure and accommodation requirements for the line departments.

° To coordinate, monitor and evaluate the implementation of the Expanded Public Works
Programmes in the province.

Schedule 4 of the Constitution, 1996 (Act 108 of 1996) lists Public Works as a functional area of
concurrent national and provincial |egislative competence.

Constitution of the Republic of South Africa (Act 108/1996)
State land disposal Act (Act 48/1961)

Genera Law Amendment Act (Act 102/1972)

Construction Industry Development Board Act (Act 43/2000)
Preferential Procurement Policy Framework Act (Act 5/2000)
Division of Revenue Act (Act 1/2005)

Supply Chain Management Framework

Labour Relations Act (Act 66/1995)

Employment Equity Act (Act 55/1998)

Basic Conditions of Employment Act (Act 75/1997)

Skills Development Act, (Act 97/1998)

Promotion of Accessto Information Act (Act 2/2000)

Public Service Act (Act 103/1994) 1994

Occupational Health and Safety Act (Act 85/1993)

Promotion of Administrative Justice Act (Act 3/2000)
National Archives and Records Services of South Africa Act (Act 43/1996)
Public Finance Management Act (Act 1/1999)

Inter- Governmental Relations Framework Act (Act13/2005)
Eastern Cape Land Administration Act (Act7/2000)
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PART TWO: PROGRAMME PERFORMANCE

2.1 Voted Funds

Appropriation | Main Adjusted Actual Amount | Over/Under

2005-2006 Appropriation Appropriation Spent Expenditure
R’000 R’ 000 R’000 R’000

R522,169 R522,169 R514,420 R7,749

Responsible Honorable Member Christian Martin

Minister

Administering Department of Public Works

Department

Accounting MrsN Maneli

Officer

2.2 Aim of the Vote

The aim of vote 5, the Department of Public Works is the management and maintenance of the provincial
property portfolio, provisioning of leased accommodation to line departments, management of new works
projects and maintenance of new works programmes. The department is the principal implementing agent for
the provisioning of the provincial buildings infrastructure and mai ntenance programmes.

In addition the department is charged with the following responsibilities:

e Coordination of the Expanded Public Works Programme provincially to ensure high participation in the
programme to maximize job creation;

e Emerging contractor development through the Construction Industry Development Board objectives and
principles;

e Optimal, effective and efficient management of departmental resources and assets,

e Implementation of the integrated Human Resource Development policy for attracting and retaining
critical kills;

2.3 Summary of programmes

Programme Sub-programme

1.1 Officeof the MEC
1.2 Management
1.3 Corporate Services

1. Administration

2.1 New Works
2.2 Maintenance
2.3 Property Management

2. Public Works

2.4 Security
3. Community Based Public 3.1 Programme Office Support (EPWP and
Works Programme CIDP).
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23.1 Programme 1: Administration

This programme is responsible for providing strategic leadership and overall management as well as
support functions to the entire organisation. These service include political leadership and support from
the office of the MEC, strategic planning and research, Information, Communication and Technology
functions, the human resources management and financial management.

2.3.2 Programme 2: Public Works

The programme is responsible for the provision and maintenance of buildings infrastructure to all
provincial government departments. This includes the provision on lease basis of office space for
government departments, implent and manage infrastructure programmes for provincial government
departments and responsible for maintenance of government buildings. This programmeis also
responsible for the management of the provincial property portfolio and the formulation of the necessary
policies.

2.3.3 Programme 3: Community Based Public Works Programme

This programme is responsible for the coordination of the Expanded Public Works Programme for al
government departments. The Expanded Public Works Programme seeks to massify the participation of
individuals in the programme to create jobs and thereby alleviate poverty. In addition, this programme
manages the Construction Industry Development Programme for the development of emerging
contractors. In line with the Supply Chain Management framework, this programme ensures the
maximum participation of Previously Disadvantaged Individuals, in particular the disabled, youth and
women in all the programmes of the department through the application of Black Economic
Empowerment principles.

2.4 Overview of service delivery environment for 2005/06

The department is responsible for the management and maintenance of the provincial property portfolio,
provisioning of leased accommodation to line departments, management of new works projects and
maintenance of new works programmes. The department is the principal implementing agent for the
provincia buildings infrastructure and maintenance programmes.

A policy shift that has taken place during the year is the transfer of the function of roads construction which
was previously done by the Community Based Public Works Programme through the Vukuzakhe initiative.

The department has, in the development of its strategic plans for the year under review, aligned all its planning
processes with the Provincial Growth and Development Plan in line with the priorities of the Economic
Cluster. This has seen the coordination of infrastructure development plans for all departments to accelerate
spending and service delivery.

A major milestone for the department has been the development of an immovable asset register and a
maintenance plan for all properties belonging to Provincial Government. This asset register is compliant with
the minimum requirements as set by National Treasury for an immovable asset register. The process of
vesting the properties to the Provincial Government is continuing and more than 70% of the propertiesin the
register have title deeds.

12



The department has made endeavours to improve |lease management and improve relations with client
departments. It is envisaged that in future service delivery standards will be set and agreed to with client
departmentsin order to improve service delivery.

The department continued to capacitate the Public Works programme unit during the year to better assist the
departments to coordinate and report on Expanded Public Works Programme achievements. The department
has also positioned itself to implement the Construction Industry Development Programme to develop
emerging contractors and use the Supply Chain Management framework to maximize the participation of the
PDI’s, in particular women, the disabled and youth, in the construction industry.

2.5 Departmental Receipts

Departmental Actual Budgeted Actual % Deviation
Own Revenue Collections Collections Collections from target
2004/05 2005/06 2005/06
R’ 000 R’ 000 R’ 000
15139 7958 13417 69%
Departmental Actual Budgeted Actual % Deviation
Revenue Collection Collection Collection from target
2004/05 2005/06 2005/06
R’ 000 R’ 000 R’ 000
Current
revenue
Tax revenue
Non-tax revenue | 15139 7958 13417 69%
Capital revenue
(specify)
Departmental 15139 7958 13417 69%
revenue

2.5.1 Specific challenges and responses

Challenges Responses

The weaknesses in internal control systems as | The department has developed policies and
identified by the office of the Auditor General | procedure manuals for al functiona areas.
resulted in aqualified audit report. These have been implemented during the last
quarter of the financial year. The department is
continuing with the implementation process
with the assistance of the Internal Audit unit.

The implementation of the Supply Chain | The Supply Chain Management structures have
Management Framework and the necessary | been implemented. A policy and procedure
structures and capacity building. manual was developed and implemented during
the financia year. There are ongoing processes
to capacitate the SCM units through training
and additional personnel.
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Establishment of a Risk Management to
facilitate the implementation of the risk
management strategy .

The department is in the process capacitating
the Risk Management Unit to ensure the
implementation of the risk management

strategy.

Sustainahility of the Internal Audit function.

Development and implementation of an exit
strategy for the Internal Audit unit.

Scarce skillsin project management

Scarce skills plan has been developed that
addresses the scarce skills shortage

| ssues reguiring ongoing attention:

Issue

Action required

Risk Management

Monitor implementation of Risk Management
Strategy and implementation of Fraud
Prevention Plan

Revenue Management

Integration of revenue management systems
and continuous support for satellite offices

Internal Audit exit strategy

Implementation

Supply Chain Management

Training and capacity building

Implementation of internal controls

Continuous monitoring of effectiveness of
internal controls

2.6 Departmental payments

Programmes | Voted for | Roll-overs | Virement | Total Actual variance

2005/06 and voted Expenditure
adjustments

Administration | 144 348 144 348 147 148 -2 800

Public Works | 310 495 310495 305 253 5242

Public Works | 67 326 67 326 62 019 5307

Programme

Tota 522,169 522,169 514 420 7749

Specific challenges and responses:

Challenge Response

Non integration of creditors and debtors
management system

The ICT department is in the process of
finalizing the integration of the ACCESS and
Pastel creditors and debtors management
systems

Supplier database management system

The updating of the supplier database was
started half way through the financia year and
has been completed

14




2.7 Programme Performance

2.7.1 Programme 1. Administration

27.11 Finance

Vision
To provide best practice financial and human resources management systems to support good corporate
governance, ensure optimal and efficient and effective use of departmental assets and resources.

Mission

To provide financia and human resources management support to business units of Public Works by producing
accurate and reliable financial information to support sound decision making by management.

Overview

During the 2004/05 financial year the roads function moved to the Department of Transport together with the
relevant staff previously working within the Roads Programme. However, this move was not compl ete as support
staff under Administration had to be split on 60/40 basis between Roads and Public Works. This exercise was
completed during the year under review and had a negative impact in newly established offices like the rebates
office, the creditors reconciliation office and the Supply Chain Management unit. The Supply Chain Management
Unit was most affected and as such recruitment processes have been started to populate the SCM unit.

The Internal Audit function is currently operated as an outsourced service. The department has developed an exit
strategy for approval by the Audit Committee and recruitment processes to fill the post of Senior Manager
Internal Audit have started. In addition, the recruitment processes for the rest of the functions are in the process
of being completed to ensure impartation of skills at the termination of the contract for the outsourced service.

The department has devel oped policies and procedure manuals for both the Corporate Services sub-programmein
response to the challenges raised by the Auditor General in the audit report and management letter. These were
implemented during the later part of the financial year and the Internal Audit unit isto assist the department in
continuous evaluation of the effectiveness of the internal control systems for improvement.

The Risk Management Strategy has been devel oped and the Risk Management function established. The
department isin the process of completing recruitment processes.

The department introduced a creditors management system through ACCESS. However, the systemis currently
run as a stand alone system and the ICT unit isin the process of integrating the system for control purposes. In
addition, the PASTEL management system was introduced for debtor management. Again the ICT unitisin the
process of integrating this system for control purposes.

The department has devel oped a movable asset register during the year under review. The assets have been
verified, marked and reconciled against the asset register.

An action plan was put together at the completion of the audit for the last financial year. Specific projects were
embarked on to address | eave management which was raised as a qualification in the audit report. In addition, a
project to respond to lease administration, properties register and other matters raised in the audit report was
initiated. Significant progress has been made in particular to the property management related challenges. The
endeavour to deal with the audit queriesis an ongoing exercise as the department targets to achieve a clean audit
report.

15



PROGRAMME 1: ADMINISTRATION

Sub-Programme, MEC Office: Total
budget for 2005/06

Strategic Measurable Performance Actual Budget Expenditure
objective objective measur e/indicator | Progress 2005/06 | 2005/06
1. Toprovide | Champion efficient | Diary properly | 60 3,882 3, 562
guidance and management of the | managed and | meetings
strategic MEC'sdiary. updated held
leadershipin accordingly to
fulfilling accommodate 240
departmental meetings.
goalsas Provide an effective | Facilitate 30 | 12 Weekly
informed by link between the | meetings with the | meetings
provincia department and the | HOD, and 24 with | with the
priorities and Executing Authority | managers, HOD
plans. facilitated
2. To provide
departmental 6 monthly
support in meetings
respect of with
continuous manageme
research, nt
planning, organised
strategy Provide leadership in | Strategy in place | 10
development the development and | by end April and | presssmedi
and the implementation  of | effectively a
implementatio | media strategy implemented statements
n thereof. released
Champion the | Functional registry | Properly
establishment of a | in the office of the | managed
properly functioning | MEC registry
registry with
informatio
neasily
accessible
Review  procedure | Manual reviewed | Manua
manual for the proper | by end May 2005 | recommen
functioning of the | and operational ded by top
office of the MEC. manageme
nt and
approved
by the
MEC
Facilitate  capacity | Capacitated  and | New staff
building and training | sufficiently trained | members
for MEC core staff staff (each taff | trained
member to attend
a  most three
courses)
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Facilitate completion | Appeal cases All
of appeal cases and processed and received
grievances completed within cases
14 days attended to
and
completed
within 14
days
Facilitate and Parliamentary Receive,
monitor responsesto | questions are record
parliamentary responded to questions
guestions within 10 days
Coordinate,
compile,
and submit
responses
within the
required
timeframes
Monitor Resolutions and Facilitate
implementation of recommendations | and
cabinet, house responded to and coordinate
resolutions, and implemented responses
Portfolio committee | within 14 days and submit
recommendations within 14
days
Organize community | 24 Imbizo’'s Nine
outreach organized community
programmes/Imbizo’s meetings
organised
Facilitate the Inculcate Batho Attend and
organisation and Pele principlesin serve
reorientation of receiving and clientsand
reception serving clients, and | guests
MEC’ s guests. within 5
minutes
Attend to Clients
and clients’ guests
within 5 minutes of
their arrival.
Facilitate and Security systems Installation
monitor the upgraded, installed | sbegin
installation of and completed on

security systemsin
residential houses of
Executive Council
members

time

TOTAL
BUDGET

3,882

3,562

17




MANAGEMENT

Sub Programme: M anagement

Strategic Measurable Performance | Actua Budget | Expenditure Comments
Objective Objective Measure Progress 2005/06 | 2005/06
Indicator R’ 000 R’ 000
Development and Infrastructur | Draft 166 Staff salariesand | Work in
implementation of | e developed general admin progress
service delivery Development | in-house costs spilled over
improvement plan | Plan 163 into 2006/07
(SDIP) developed
and
implemented
To provide quality, | Transversa Service 2,100 2,059 Service
integrated systems Level provided
information functioning Agreement through
systems adequately | Signed  and SITA
services
invoked
Master IMST MSP-in-a
Systems Plan | Assessments box tool set
(MSP) and  Senior methodol ogy
devel oped Managers adopted
and aligned Interviews
to the completed
provincial
MSP
Electronic None 109 Cost entire Request
document project funding for
management 107 project
system submitted to
implemented implement in
06/07
Fully GIS Office GIS
functional fully Hardware,
ICT and GIS | functional personnel
offices and software
acquired,
using ESRI ‘s
ArcSDI
Fully Public Staff
integrated Works appointed for
and Facilities managing the
functional Management function.
information | System
systems implemented
in-house
through
SITA
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Sub Programme: M anagement

Strategic Measurable Performance | Actuad Budget | Expenditure Comments
Objective Objective Measure Progress 2005/06 | 2005/06
Indicator R’'000 R’000
Establishment of One centre Centre 1,872 1,835 Full time
customer care established at | functional at staff
centres head office Ground appointed for
and Floor Head the function
operational, | Office
15-30 days
turnaround
timeto
resolve
complaints
Provisioning of Clean offices | Routine 3,105 3,044
cleaning services at head cleaning
office and services
regions performed
Regional admin Business Regional 55,693 | 50,830 Cacadu,
support plansaigned | Plans Chris Hani
to head submitted and Amatole
office every Regions were
developed planning consistent
and cycle. during the
implemented year.
. Quarterly Regional Challenges
reports reports were
submitted. submitted encountered
Monitoring every month regarding OR
and and Tambo and
evaluation integrated Alfred Nzo.
conducted with Head
and business | Office
plantargets | reports
achieved.
SUB PROGRAMME MANAGEMENT:
(STRATEGIC PLANNING AND RESEARCH)
Strategic Measurable | Performance | Actual Budget Actual Comment
Objective Objective Measure Progress 2005/06 Expenditure
Indicator R’000 R’000
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SUB PROGRAMME MANAGEMENT:
(STRATEGIC PLANNING AND RESEARCH)

Strategic Measurable | Performance | Actual Budget Actual Comment
Objective Objective Measure Progress 2005/06 Expenditure
Indicator R’000 R’000
1. Toprovide Departmental | Strategic Departmental | 8,350 8,186 Strategic
departmental | plans and Plan, plans and Plans and
support in reports Annual reports were Business
respect of availablein Performance | developed in Plans were
continuous line with Plan and accordance submitted to
research, prescribed | Business Plan | with the the
planning, formats and prescribed Legislature
strategy templates formats and
development
and the _ templates
implementatio Oversight Completed
n thereof. Report, and
2 Torender Quarterly submitted on
p0| i cy Report time
development Annual Work in Will be
and research Report progress completed
support to the and
department. submitted on
time
Monitoring Programme | Quarterly, 508 498 Assisted by
and performance | and monthly the OTPwe
evaluation of | review Performance are
the sessionsheld | review were developing
implementati discussed in anM & E
on of management system
departmental meetings
strategy
Manageand | 5 approved 23 corporate | 620 608 Recruitment
maintain an departmental | services and selection
Electronic policies policies policy;
Policy captured in captured in Debtors
Documents the database E-database. Write-off
Management policy
System Disposal of
(EPDMYS) state assets
policy
Revised
Employment
Equity policy
Internship
policy
Policy
Management
Audit Report
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SUB PROGRAMME MANAGEMENT:
(STRATEGIC PLANNING AND RESEARCH)

Strategic Measurable | Performance | Actual Budget Actual Comment
Objective Objective Measure Progress 2005/06 Expenditure
Indicator R’000 R’000
Accessibility | Policiesare Work in
of policiesin | accessible on progress
thewebsite. | website
Monitoring Branch 3 branch Nil deviation
and assessment assessment
evaluation of | reports. report
policy produced,
Implementati submitted
on and discussed
Development | SCM, Team
of Reward, Nil deviation
Transversal Disposal
Policies policy,
Property
management
policies
Internal Support ECDP Poalicy
consulting on | rendered to review
policy Buildings, Bursary
development | PWP, HRD. policy review
Training and
Development
policy review
3. Tofacilitate Roll out the 10 2 workshops Work in
and coordinate | Provincial Awareness at H/O held progress
departmental | Gender Workshops | and regional
Specid Policy on SPU visitsin all
Program in framework. | issues regions
Respect of
Gender,
Y outh,
Disability,
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SUB PROGRAMME MANAGEMENT:
(STRATEGIC PLANNING AND RESEARCH)

Strategic Measurable | Performance | Actual Budget Actual Comment
Objective Objective Measure Progress 2005/06 Expenditure
Indicator R’000 R’000
Children and
Elderly
persons.
Monitoring Quarterly Dataon EE
and Report with | status
evaluation of | statistical available
employment | dataon
Equity Plan employment
Implementati | of women,
on youth and
disabled
people.
Report on 13 tenders
tenders awarded to
awarded to women
women
Monitors A Draft 541 530
facilitatethe | departmental | developed
participation | Youth
and Development
empowermen | implementati
t of youth. on Strategy
Facilitatethe | Sign Training did
empowermen | language not take place
t of disabled | training for due to non
people 30 employees | availability of
service
providers.
Disahility Audit report
audit report available
Promotethe | Information Build up
welfare of campaigns eventsto
children/ Child
elderly protection
persons al week
departmental Spearheaded
programmes the National
Children’s
day
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SUB PROGRAMME MANAGEMENT:
(STRATEGIC PLANNING AND RESEARCH)

Strategic Measurable | Performance | Actual Budget Actual Comment
Objective Objective Measure Progress 2005/06 Expenditure
Indicator R’000 R’000
4. Implement the | Effective Quarterly 2 issues of 771 756
Department | internal and | Newsletter/ | Newsletter
Communicatio | external Bulletin produced
n Strategy communicati different
on bulletins
produced
Departmental | Three
stakehol der sessions held
Meetings with
contractors
Profile Some adverts
departmental | were placed
programsin | in
Magazines, newspapers
newspapers | and radio
and Radio
slots
To provide Organisation | Organisation | Structure
guidance and a designand | al structure reviewed to
strategic leadership | human designed in fit the 1,181 1,158
in fulfilling resource linewiththe | strategy
departmental goals | planning strategic plan
asinformed by 2005/ 09.
provincia
priorities and
plans.
MANAGEMENT 71,173 69,773
TOTAL
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Finance

M easurable Performance Budget | Expend | Progress Comments
Objective measur e indicator R’000 iture
R’000
Budget Planning | Departmental budget R286 I'YM and
and Control aligned to plans and monthly
submitted on time per management
Treasury Guidelines. report
submitted
timeously.
05/06
budget
loaded.
1% draft
budget
submitted.
Budget
hearings and
adjustment
estimate
done.
Submission
of 06/07
budget.
Annual cash
flow
projections
submitted.
Optimal Movable asset register. R508 Update The
investment in total movable transfer of
assets required to asset register | the
support service with administrat
delivery. acquisitions. | jon staff
Verification | from this
and marking | component
of assets. to Roads
Reconciliati | gang
on of assets | Trangport
to asset has
register. affected the
mg" tor roll-out of
departmental tr|1e a(f:tlon
transfers. pran for
. movable
Monitor asset
transfq of manageme
remaining
assets to nt.
Roads and
Transport.
Revenue and debtors Created The Pastel
management system. individual programme
debtors isnot yet
accountson | integrated.
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Pastel. The
Issue department
debtors is
statements | experiencin
monthly. g Capac| ty
Developmen | challenges
t of tariff at Alfred
register. Nzo and
Increase Graaf
rentals to Reinett and
minimum of the system
Rall)(_)ogtper for these
cabin .
resolution. ien?l‘isr:isstere
I—:cand o:j/er d from
of overdue .
accounts for head office.
collection.
Compile
EC3for
revenue
estimates.
Develop and
implement
revenue
policy and
procedure
manual.
Inventory Monitor The
management. regional transfer of
quarterly the
stock takes. | administrat
Follow up ion staff
disciplinary | from this
Processeson | component
shortages, to Roads
surpluses and
and |0sses. | Tyangnort
Conduct and has
monitor affected the
?ri:lrigl stock roll-out of
processes. the action
Generate plan for
annual stock movable
reportsand | 255
recommenda | Manageme
tions. nt.
Identificatio
n of
redundant
and obsolete
stock items.
Reconciliati
on of
physical
stores to
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Logis.

Financial
management and
reporting.

Annual Financial
Statements.

31,454

32,258

Clearance of
suspense
accounts.
BAS/Persal
reconciliatio
ns and
exception.
Bank
reconciliatio
ns.

Generd
ledger
accounts
reconciliatio
ns.
Preparation
of Annual
Financia
Statements.

Auditor General
Report.

Coordinatio
n of the
annual audit.
Ensure
information
availability
and respond
to queries.
Continuous
implementat
ion of the
recommenda
tions of the
Auditor
General.

Monthly signed,
certified, returned
and filed payrolls.

e Appointment
and training of
paypoint
managers.

e Correct
placing and
verification of
personnel.

Head counts
conducted in
all regions
and results
thereof
reconciled
back to
payroll.
Appointmen
t and
training of
pay point
managers
and officials.
Developmen
t,
implementat
ion and
workshoppin
g of pay
point guide.
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Appointmen
t of
distribution
officers.
Correct
placing of
verified
personnel.
Filing
system and
electronic
data base
developed
and
implemented
in head
officeand
regions.

Expenditure

management and

control.

e Payment of
creditors
within 30
days.

e Creditors
reconciliation
and
expenditure
control.

Creditors
payment
period
reduced
from an
average of
87daysto an
average of
36 days.
Creditors’
statements
reconciled to
creditors
data base
monthly.
Monitoring
of creditor
payment
through
ACCESS
data base
cascaded to
OR Tambo
and
Amathole
regions.

The
department
iscurrently
rolling out
the system
to the
Cacadu,
Chris Hani
and Alfred
Nzo
regions.

Monitoring and

evaluation of risk
management and
interna controls.

Risk Management
Report.

Conducted a
departmental
business risk
assessment.
Developed a
Risk
Management
Strategy and
Fraud
Prevention
Plan.
Developed
and

The
department
isinthe
process of
appointing
aRisk
Manager
and
Assistant
Managers
todrive
risk
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maintained | manageme
risk registers | nt and
for all fraud
programmes | prevention
, directorates | processes.
and regions.
Internal Audit reports. Internal
audit reports
issued for
revenue,
expenditure,
asset
management
and human
resources
management
for head
office and
regions.
Special
audits
conducted
for
Vukuzakhe
and
Expanded
Public
Works
Programme.
Implementation of | Functional Supply Developed The
the Supply Chain | Chain Management and department
Management Structures and implemented | isin the
System. systems. asupply process of
chain centralizing
management | contract
policyand | agministrat
procedure ion under
manual. SCM.
Roll-outof | A ggitional
training personnel
programme 1 i< the
through
workshops Process of
and courses | PeIng
through sourced to
PFSA. fully
Consolidatio | capacitate
n of the the SCM
Tech Admin | unit.
components | Training
into the and
SCM unit. capacity
Centralizatio | buildingis
nof al ongoing.
tender
processes
under the
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SCM unit

e Rationdlizati
on of all
tender
processes
done
externaly.

e [Introduction
of best
practicein
acquisition.

e Rationalizati
on and
improvemen
t of the
roster
system.

Transfer to

Nelson Mandela

M etropole.

3,300

3,291

Transferred to Nelson
Mandela M etropole.

TOTAL
BUDGET

35,550

35,551
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2.7.2  Programme 2: Public works

The Department is responsible for the management and maintenance of the provincial property portfolio,
provisioning of leased accommadation to line departments, management of new works projects and
maintenance of new works programmes. The Department is the principal implementing agent for the
provisioning of the provincia buildings infrastructure and maintenance programmes.

The following table indicates the demand by various departments of the services offered by the
Department of Public Works:

Table 1: Demand for service delivery space by department

Department Type of project Budget over M TEF (2006/07
to 2008/09)
(R’000)
Health Revitalisation 303,253
Clinic revamping 331,947
Provincial 1,060,576
Maintenance 502,360
Education Rehabilitation 1,454,032
Specia schools 143,522
Capita 165,710
Socia Development New constructions 83,982
Rehabilitation 9,470
Other 8,246
Office of the Premier All works 30,990
Sports, Arts and Culture All works 55,935
Transport Vehicletesting stations 27,756
Total 4,177,779

The following table summarise the number of Province's State Owned Buildings and parcels, leased portfolio as
well as the condition of the State Owned properties:

Table 2. Summary of Provinces Property Portfolio

State Owned Land Buildings
Portfolio
Number | Number of | Number of | Total Number of | Square
of vacant unutilised number of properties meters of
properties | urban rural hectares with buildings
properties properties buildings
Whole province 18544 1480 5 2736 232 13023 3391590

Source: List supplied by National Departmental of Public Works
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Table 3: Summary of Provinces L eased Portfolio

L eased Portfolio | Land Buildings Cost to government
Number | Tota Number of | Square (R’000)
of number of buildings meters of
properties | hectares building
leased
Whole province 72 0 72 45 251 66 934

Source: Supplied by National Departmental of Public Works

Table4: Summary of the condition of provincial government buildings

Condition of State Owned Buildings Total
(Number and Per centage)
Very Good| Good Fair Poor Very Poor
(AsNew) |(Maintain)| (Repair) | (Replace) | (Demoalish
or Dispose)
Health Department 8 |Less| 17 |From| 26 |From| 9 |[From| 9 |Greater| 69
(Hospitals Only) than 11to 3lto 5lto than
Education 10% 30 50% 60% 60%
Department
Social Development
Department
Other clients 610 188 52 13 29 892
combined

Specific challenges and responses

Challenge 1: Lack of Legidative Mandate to Administer and Dispose Immovable Assets

The Province does not have the Land Administration Act. The responsibilities within Provincial Government for
Land Tenure, Property Management and Development Facilitation are not legislated. Provincial coordination on
land administration is lacking, having the effect of increasing poverty levels amongst the Eastern Cape

communities.

The delegations for the disposal of provincia properties are limited to the Honourable Premier. Former Transkei
and Ciskei properties remain delegated to the MEC of the Department of Local Government, Housing and
Traditional Affairs. These two departments do not have asset management as their key competencies. Public

Works cannot use legal mechanisms to deal with government tenants.

There was a delay in the disposal of government properties and the legal steps to enforce rental collection could

not be implemented.
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Response to Challenge 1

Communication with the Office of the Premier has started to issue a Proclamation that gives Public Works a legal
mandate to dispose all provincial state properties.

In the communication, the issue of a Legislative Framework on Land Administration has been proposed in terms
of the Public Service Commission Study Recommendations on Land Administration.

Challenge 2: Lack of formalised Service Level Agreements with User Departments and Principal | mplementation
Aqgents on Infrastructure Programmes

The Department of Public Works has no signed Service Level Agreements with user departments on the roll out
of service delivery infrastructure, the provision of office accommodation and municipal service charges.
Implementing agents appointed to support Public Works to deliver the service delivery infrastructure have SLA’s
with the client departments and none with Public Works.

When the roll out of the service delivery infrastructure experiences chalenges, a lot of finger pointing in the
province takes place with no responsibilities apportioned for specific deliverables.

The budget alocation for the rental, construction, maintenance and municipal payments on government
accommodation facilities is not structured according to government requirements. There is always a shortage of
office accommodation facilities and electricity cuts by municipalities and Public Works prioritising expenditure
on these payments at the expense of building maintenance and construction.

The building maintenance backlog isincreasing every year.

Response to Challenge 2

Provincial Forums have been established to communicate with user departments on their accommodation
requirements and provision thereof. Infrastructure coordination initiatives have begun with Public Works
working with Provincial Treasury and Coega Development Corporation on Infrastructure Development
Improvement Programme (IDIP), Rapid Infrastructure Delivery and Supply Chain Management.

Public Works is involved in discussions with client departments on the draft Service Level Agreement for
immediate implementation. Public Works is already structured in a way that provides services towards each key
client.

Challenge 3: Inadequate Capacity to deliver on the Service Delivery Infrastructure and to Manage Provincial
Immovable Assets

Public Works is grossly understaffed at both Head Office and Regions. The remuneration levels for key
professionals are low, with little potential to attract scarce skills. There are no systems to manage infrastructure
programmes from planning to monitoring as well as support systems for immovable asset management. The
department has experienced crisis situations associated with potential under spending on infrastructure
programmes without an early warning system for Public Works.
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DORA Reporting and In-Year Monitoring Reports picked up the low expenditure trends and Public Works was
alerted on the potential under spending.

Response to Challenge 3

A new organogram has been submitted to the MEC for approval. Recruitment of staff and management has been
fast tracked. The Capacitation Plan is being implemented.

The Public Works Facilities Management System has been internalized and being developed to provide for the
complete Asset Register. Preparations for the integration of the PWFM S with the facility management systems of
Health and Education are in place. A monitoring and evaluation system for infrastructure programmes is being
investigated in line with IDIP processes.

An Infrastructure Task Team was set up between Public Works and Provincial Treasury to reverse the potential
trend towards underspending. The support of ECSECC and Coega Development Corporation was mobilised to
speed up the delivery processes. Institutional Arrangements for the Provincia Infrastructure Coordination are
being established by the task team composed of Provincial Treasury, Public Works, ECSECC and CDC.

In the communication, the issue of a Legislative Framework on Land Administration has been proposed in terms
of the Public Service Commission Study Recommendations on Land Administration.
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PROGRAMME 2: BUILDINGS

Strategic Measurable |Performance Progress April 2005 |2005/06 |expenditure |Comment
Objective  |objective Measure Indicator [to March 2006 Budget
(R’000)
Tomanage |Management |Ensurethat all New standard lease 59,161 59,265|0ut of the 46
al of all leased properties  |agreements |eases, 26
provincialy |properties have legally developed and month-to-month
owned state |leased on plausible leases implemented for all leases arein
properties behalf of client new landlords. tender
departments processes.
29 leases on
satellite and
service offices
have been
transferred to
client
departments.
Reduction of |Not morethan 50  |Public Works
leased space  |leasesfor DPW remains with a
and increasing responsibility for 46
use of leases
government  |No month-to-month
owned leases
properties
All government
accommodation
needs submitted out
on tender
Establish and |Update the 880 properties 10,000 10,018|Access abtained
maintainan  |Facilities captured on the to 6373
asset M anagement Public Works properties on
management  |System on 850 Facilities the Education
system for all |properties Management System Facilities
immovable Management
assets Perform condition |Condition System, 5500
assessments for the |assessments for all properties on
remaining 270 240 properties the asset list of
properties compl eted Local
Government
Obtain all original and Housing,
title deeds available | 790 original and 879 properties
within the Eastern  |copy title deedsfiled on the Health
Cape province in the strong room. Facilities
Management
Accessthe System and 28
Facilities 067 provincia
Management properties
Systems and Asset within the
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Strategic Measurable |Performance Progress April 2005 |2005/06 |expenditure |Comment
Objective  |objective M easure Indicator |to March 2006 Budget
(R’000)
Lists of the National Public
Departments of Works Asset
Education, Health List
and Local
Government
To dispose off |Develop apolicy |The policy onthe
al non-core |and procedure disposal of
state properties|manual on disposal [immovable
properties approved
Obtain approval by the Executive
from Office of the |Council.
Premier for disposal
of properties 169 properties
submitted to MEC
Ensure that all for recommendations
provincial to Premier’s approval
propertiesvest in  |processes
the eastern Cape
Province 4308 properties
vested in the
Province of the
Eastern Cape
Establishand |Completion of at |14 of the 26 projects | 16,081 16,109 |2 projectsin
manage multi- |least 10 of the26  |are being Alfred Nzo
departmental  |centres implemented already. delayed dueto
district offices Thisis 4 projects contractor
in designated above the targeted performance
regions projects for
implementation
during the financial
year, originally
planned for 10.
Ensure speedy |Engage all affected |Reconciliation 17,260 17,570
paymentsand |municipalitiesto  |completed for al
reconciliation |resolve disparities |municipalities.
of in reconciliation of |Processin placeto
municipality |accounts. complete [finalize paymentsto
services reconciliation of all |[KSD and OR Tambo
accounts accounts and Municipalities
identify bottlenecks
Capacitate and |and ensure that all
train their payments are
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Strategic Measurable |Performance Progress April 2005 |2005/06 |expenditure |Comment
Objective  |objective M easure Indicator |to March 2006 Budget
(R’000)

personnel for |effected within 7

adoption of  |workings day of

best property |receipt of invoices.

management

practicesin all

spheres of

their work.

Capacitate and |Conduct a skills Skills audit

train personnel
of best practice
Property
management

in all spheres
of their skills

audit together with
SPP. Identify skills
and training needs
in line with key
deliverables of SPP.
Employ additional
personnel

conducted, training
needs identified (not
through SPP as an
aternative strategy
was followed)
Project leader and
Valuer employed to
beef up capacity
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Strategic Measurable Perfomance |April 2005to |2005/06 Expenditure |Comment
Objective obj ective Measure March 2006 |Budget (R’000)
Indicator (R”000)
Toimplement |Renovationsof |37 Offices 19 completed
planned and day-|Office Buildings |renewed 12 in progress
to-day 6 Facilities 36,745 25,596
mai ntenance of contractsin
provincial and progress
district
government R 25,596m
offices and
residential
properties Renovationsto |95 Residential {100 residences
residentia Properties completed 3,904 3,349
properties habitable, 15in progress
increased to
115 R3,349m
Management of |1000 units On-going
facilities such as |functioning 4578 3,739
lifts, air R 3,739m
conditioners,
security systems
and fire
eguipment
BMUP 300 people 230 evaluations
trained completed, 47
people on 1,034 0,815
training
R0,815m
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Health Programme

Strategic Objective Measurable Performance Measure |2005/06 Budget [April 2005 to
objective I ndicator (R’000) Mar ch 2006
Hospital Revitalization  |Rebuild, Refurbish |10 Revitalization projects 72,554|3 Completed
Programme or Close down increased to 16 4 under
prioritized hospitals construction
according to 2 on tender
national budget 4 in planning stage
quotas per province None closed
Expenditure:
R72,554m

(Conditiona Grant)

Provincia and District Renovations, 18 hospitals, increased to 196,492|18 in planning
Hospitals (Hospital Upgrading and 34 8 on tender stage
Programme) Rationalization of 3 under
Provincial and construction
District Hospitals 5 completed.
Delaysof 3
hospitals due to
litigation
Total Expenditure:
R196,492m
Hospital Maintenance Provide 100% function of the 68,702(8 Lift maintenance
preventative, hospital facilities such as contracts
planned and boilers, air conditioners,
emergency kitchen and laundry 3 Fire Equipment
maintenance to equipment, fire Service Contracts

Hospitals, mainly
facilities and plant

protection and minor
electrical maintenance

5 Minor Electrical
Maintenance
Contracts

4 Boiler Contracts

3 Air Conditioning
Contracts

3 Minor
maintenance
Contract (Various
Emergency
Repairs)
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Health Programme

Strategic Objective Measurable Performance Measure |2005/06 Budget |April 2005 to
objective I ndicator (R’000) Mar ch 2006
Expenditure:
R68,702m
Clinic Revamping|Roll out of new 86 projectsincreased to 62,201/47 completed
Programme clinics, reducethe 173 55 under
maintenance construction
backlog and perform 9 on re tender
planned 14 on tender
maintenance on the processes
provincial clinics 48 in planning stage
and community
health centres
Expenditure:
R62,201m
Other Departments
Strategic Objective M easur able objective Performance 2005/06 April 2005 to
Measure Budget Mar ch 2006
Indicator (R’000)

Socia Devel opment Planning and Completion of 15,716(10 completed
implementation of 47 multi-year 9 in construction stage
projects projects under 28 in planning

construction,
planning for new Total Expenditure:
projects R4,888m

Vehicle Testing Stations Implementation of 1 1 Project under 5,715|1 project under

Department of Roads and Transport Vehicle Testing Station  |construction construction

Expenditure:R1,399m

Local Government and Traditional 7 Traditional Courts 4 Projects 4,186|4 Projects completed

Affairs completed 1 90% completed due

190% to delays by contractor

completed due to Two projects held back
House of traditional delays by 3,504 |at instruction of Local
Leaders contractor Government.

Two projects Problem with design of

held back at traditional courts being

instruction of dealt with by DPW and
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Other Departments

Strategic Objective M easur able objective Performance 2005/06 April 2005 to
Measure Budget Mar ch 2006
Indicator (R’000)
Local DLG &TA
Government.
Expenditure:
Plan completed R6,058m
Construction of new SPORTAC Renovation of 2 projects |14 projects 28,150(4 completed
facilities and renovations of existing and construction of 12 reduced to 10: 6 under construction
facilities projects 4 projects
completed
6 under
construction Expenditure:
4 held back due R22,695m
to budgetary
constraints
Protection of assets and prevention of  |Access control systems  |Nil lossesin 4,454/80% complete in
losses (Public Works) stock count implementing access
reports control systems at
Head Office and
Regions
Total Expenditure:
R4,454

2.9.3 Programme 3: Community Based Public Works Programme

Public Works Programme is responsible for the implementation of the Community Based Public Works
Programme and the coordination of the Expanded Public Works Programme. And the Construction Industry
Development Programme.

Sub Programme: Community
Based Public Works
Programme
Strategic Measurable | Performance Actual Budget | Expenditure Comments
Objective Objective Measure Progress | 2005/06 2005/06
Indicator R'000 |  R'000
Implement the | Maintenance | Number of Employment | 12,492 | 12,465 Management of the
lengthmen of roadsand | people of 1925 contracts
(V UKUZAKH E) Public empl oyed contractors
system facilitieswith | (1925)
special
emphasis on
youth,
women and
disabled.
Establishment | Maintenance 1925 16,183 | 16,196 Maintain 1925 km
of the savings | Of 1925km contractors
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Sub Programme: Community
Based Public Works

Programme

clubs.

Development | Exit strategy Present first draft

of an exit developed strategy for savings

strategy for clubs.

Vukuzakhe
Contribute to Identify and Number of 7 Projects 11,109 10, 165 Implementation of 7
integrated rehabilitate projects (13 implemented projects
sustainablerural | roadsand projects)
development and | public
poverty facilities of
eradication in the | municipalities
rural municipal according to
nodes their IDP's.
Contribute to Upgrading of | 10 projects Surface 40 32,824 32,449 Adjudication of tenders.
_Urban Renewal gravel roads | whichcover | km of _tarred Implementation of 1
in Mdantsane, into surface 28 km roadsin project.
Motherwell and | Renovation each of the
Ngangelizwe of Public townships

facilities
Social facilitate | Ensure 137 projects | Only roads Community
al Departmental | community projects had participation and
infrastructural participation community training facilitated for
projectsto inall participation all projects submitted to
ensure smooth departmental the directorate
implementation | projects.
and maximum
community
participation
prior during and
after project
implementation.

Strategic Measurable | Performanc Actual Budget | Expenditure Comment
Objective Objective eMeasure Progress 2005/0 2005/06
Indicator 6 R’000
R’000

To coordinate Coordinate 200 000 jobs None 1,500 1,600 Monitor
and facilitate the | and facilitate | created. implementation of
implementation | EPWP Verify business plan and
of the expanded | implementatio | targetsfor prepare quarterly
Public Works n. each reports
Programme department.
(EPWP) within
the department
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and the Trainingand | Number of None 1,500 2,310 Monitor
Province. development | people implementation of
are part of trained & business plan and
project Number of prepare quarterly
planning people reports
placed on
permanent
jobs
Develop Brochures None 300 788 Adopt and implement
EPWP and flyers strategy
communicatio
n strategy
jointly with
the Office of
the Premier.
Monitoring and evaluation
Strategic Measurable | Performance Actual Budget Expenditure Comments
Objective Objective Measure | Performance | 2005/0 2005/06
Indicator 6 R’ 000
R’ 000
Ensure that Conduct Reports N/A 351 - This was aborted
policy research on asit has been
imperativesof | baseline approached asa
the information National
construction Government
industry are competency
informed by
baseline
information
Monitor the Facilitatethe | Reports Information Quarterly
Programme inclusion of has been Reports
Management | all captured produced.
Monitoring infrastructura
Information | information
System. required for
tracking and
monitoring of
projectsin
reporting.
Manage the Create Produce 4 Quarterly Produce quarterly
database on database quarterly reports report
procured reports produced
infrastructure
goaods and
services
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CIDP

Strategic Goals:
Contributing to the transformation of the construction industry and to ensure economic growth and
development through facilitating transformation of these industries, regulation, capacity building and
creation of business opportunities for previously disadvantaged individuals.
Promotion of Black Economic Empowerment (BEE) in the procurement of goods and services, assets
and property acquisition and disposal.
Maintaining good corporate governance by ensuring departmental-wide compliance with government
policies, regulations, instructions and enhancement of professional ethosin provision of services.

Strategic Measurable Performance Actual Budget | Expenditure | Comments
Objective Objective Measure Performance | 2005/06 2005/06
Indicator R’ 000 R’ 000
Build the Registration 300 registered 710 Awareness
capacity of and grading of | emerging Contractors Programmes
emerging emerging contractors. registered for Contractor
contractorson | contractors. and graded Registration
the Sakhasonke still
databasein _ continuing
g;i?;;”?(ﬂf‘sl ' | Acceleration of | 60 women 13 Women
the contractors. Contractors
and through participation of s Women
learnerships. womenin
construction.
Facilitation of | 200 work 64 Projects 50 projects
work opportunities awarded to awarded to
opportunities Emerging emerging
for emerging Contractors contractors
contractors as
per their grade
Provisonand | 105 205 Thetraining
facilitation of | learnerships learnerships took the form
training achieved of Business
learnerships to Skills
build the
capacity of
emerging
contractors
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Strategic Measurable Performance Actual Budget | Expenditure | Comments
Objective Objective Measure Performance | 2005/06 2005/06
I ndicator R’000 R’ 000
Provide Provision of 30 contractors | 3 Contractors | 1,300 | 1,300 Capacity of
support mentorship capacitated were many
intervention on | programmefor | through mentored contractors
mentoring, emerging mentorship. did not require
accessto contractors. the attachment
finance, work of amentor
opportunities,
plant and
material
information
and advice to
emerging
contractors
Facilitation of | 3memoranda | 3 Draft Draft MOU’s
support of MOU’s not signed at
interventions understanding completed year end
of business signed
advice, access
to finance,
material and
plant to
emerging
contractors.
Facilitate Facility that Average 65 65 No contractor
mechanismsto | enables payment complaints
ensure that contractors to period received on
emerging bepaidontime | achievedis late payments
contractorsare | isin place 36 days
paid on time
Regulate the Facilitate Number of All 4 4 Complianceto
Provincial registration of | projects CIDB
construction departmental registered on Registration
Industry by infrastructure | the CIDB needs to be
ensuring that projectson the | project register. communicated
all CIDB projects toall
infrastructure register. departments
role players and
conform to municipalities
CIDB by National
regulations Public Works
Development | Tender ECDP Draft | 10 15 Documents
of tender documents Tender awaiting
documents for Documents alignment
each category completed with SCM and
of contractors. CIDB
prescripts
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Strategic Measurable Performance Actual Budget | Expenditure | Comments
Objective Objective Measure Performance | 2005/06 2005/06
I ndicator R’000 R’ 000
Transformation | Development BEE policy None 237 - BEE Policy
of construction | of BEE policy. has been
industry. identified to
be aNational
Government
competency
Development Itsoseng None 234 - Programme
and programme dropped due
implementation | implementation. to other
of Itsoseng priorities
programme.
Manage the Appoint PDI Roster
consultant professional professional reviewed and
roster service service relocated to
providersina | providersrotate SCM
fair and fast
equitable
manner
TOTAL 67,326 62,019
BUDGET
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PART 3: REPORT OF THE AUDIT COMMITTEE
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PART THREE: REPORT OF THE AUDIT COMMITTEE

For the year ended 31 M arch 2006

We are pleased to present our report for the financial year ended 31 March 2006.

Audit Committee Members and Attendance;

The Audit Committee was first appointed on 1% February 2005 following the split of the Department of Roads and
Public Works into two (2) separate departments.

The Audit Committee consists of the members listed hereunder and met four (4) times as per approved terms of
reference.

Name of Member Number of meetings
Attended

V.. Nondabula (Chairperson) 4

A. Smith 4

N, Hlongwane 4

For the year under review, the Audit Committee operated under very difficult and challenging conditions within
the department. Consequently, it was not able to do its work for six (6) months.

Audit Committee Responsibility

The committee reports that it has complied with its responsibilities arising from section 38 (1)(a) of the PFMA
and Treasury Regulation 3.1.13. Section 38 (1)(a) of the PFMA states the following:

(1) “ The accounting officer for a department must ensure that the department has a system of internal audit under
the control and direction of an audit committee complying with and operating in accordance with regulations
and instructions prescribed in terms of sections 76 and 77" .

The Audit Committee also reports that it has adopted appropriate formal terms of reference asits audit committee
charter, has regulated its affairs in compliance with this charter and has discharged all its responsibilities as
contained therein.

Internal Audit

During the 2005/2006 financial year, the department had its own internal audit unit, consisting of four (4)
employees. Four additional officials were appointed and assumed duties on 01 August, 2006. Currently, thereis
no Head of Internal Audit. However, some progress has aready been made in this area, because a
recommendation has been submitted to the Executive Authority for appointment. Furthermore, internal audit is
resourced by an outside consortium. The consortium operates under a contract and annual plan (under the
direction of the Audit Committee), which outline their key performance areas and outputs. The consortium
submits quarterly reports to the audit committee and to management, summarizing the results of its audit activities
and recommendations for control improvement.

The effectiveness of internal control

During the year under review, some significant strides were made within the control environment. For example,
the disciplinary actions taken by the department against officialsimplicated in the Auditor General’ s reports on
investigations, the strengthening of controlsin the regions and head office, the signing of performance agreements
by all senior managers, the filling of vacant posts (including internal audit) and the formal appointmentsin senior
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positions, an improvement in systems and processes as well as the writing of policies and procedures are some of
the department’ s noteworthy achievements.

Despite the important progress made by the department within the control environment compared to last year,
much more work needs to be done to address control defects. For the year under review, there continued to be
weaknesses in respect of the department’ s procurement system and processes, personnel and internal control
systems which did not always function effectively and efficiently in all areas. The Auditor General had
highlighted a number of control weaknesses in his management letter and under emphasis of matter. The effect of
these internal control weaknesses is that they form the basis of the Auditor General’ s qualified opinion on the
annual financial statements. Internal audit reports also gave more details of inadequaciesin interna controls,
stating that although the policies and procedures were adequate, yet they were not always effective in mitigating
critical risks.

Finally, the Audit Committee also notes that the recording of land and buildings continues to be an on-going
challenge for the department and as such, is currently under consideration by National Treasury. We urge the
department to continue with its consultative process among all relevant stakeholders until the matter is
satisfactorily resolved.

Thequality of in year management and monthly / quarterly reports submitted in terms of the
PFMA and the Division of Revenue Act

The Audit Committee is satisfied with the format and timely submission of monthly and quarterly reports issued

by the Accounting Officer and the department during the year under review. It was, however, noted in the A-G's
report that there was no regular review and reconciliation of bank statements, no review of outstanding debts and
major contracts. Internal audit also confirmed these inadequacies in their reports In our opinion, addressing these
issues will result in more effective controls and will also improve the quality and accuracy of reports.

The approach adopted by the Audit Committee in reviewing the monthly and quarterly reports was not to place
reliance on internal audit (partly due to under-staffing in the unit). Instead, the Committee relied on the Acting
Chief Financia Officer (i.e. the person who prepares the information and is its custodian) for reliability,
completeness and accuracy. Additionally, since the Audit Committee had always reviewed the submitted reports
to Provincial Treasury and other stakeholders, it also placed reliance on the Accounting Officer who reviewed and
signed off on these reports.

Evaluation of Financial Statements

The Audit Committee reviewed the first draft of annual financial statements prepared by management, and
commented on what was available to it. The Committee also identified the work that was still outstanding and
presented a specific plan of action for the department to follow before the final submission of the annual financial
statements. The Committee also gave additional input to the department when new and additional information
became available to it afterwards. Furthermore, the Committee had suggested that the department should
implement some checks and quality assurance review by internal audit and the Chief Financial Officer in order to
minimize errors, as well asafinal review by the Audit Committee before submission to the A-G on the 31% May,
2006. All these steps were taken.

Treasury Regulations Guidelines require the Auditor General to formally present his audit report on the annual
financial statements to the Audit Committee for extensive review and discussion with both the Auditor General
and management (not after the report has been submitted by the Auditor General). Unfortunately, the Auditor
General deliberately decided not to observe thisimportant protocol.

Thisisamatter of great concern to us, because the Auditor General purposefully prevented the Audit Committee
from effectively carrying out its responsibilities as per the Public Finance Management Act, Treasury Regulations
and its Audit Committee Charter.

Consequently, the Audit Committee was never given sufficient time by the auditor general to:

1 Review and discuss the audited annual financial statements to be included in the annual report with the
Auditor-General and the Accounting Officer;
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2 Review the Auditor-General’ s management letter and management response thereto;
3 Review significant adjustments resulting from the audit;

Also significantly, the Auditor General’ s findings on internal audit and the Audit Committee were reached before
the Audit Committee' sreport was finalized. Consequently, important and relevant information on these issues
had been excluded by the A-G before conclusions were reached. Furthermore, the Auditor General did not consult
any of the Audit Committee members on the issues raised. As aresult, the Audit Committee was not able to
discuss this report with the Auditor General on time.

Conclusion

On the whole, the Audit Committee isin agreement with the issues raised by the A-G which form the basis of
findings for qualifications of the audited annual financia statements. However, on the basis of our comments
above, we would like to express our profound displeasure at the process followed by the A-G in dealing with the
internal audit and the Audit Committee comments and findings. Moreover, we were equally perturbed by the
Auditor General’ s refusal of our written request for some of hisworking papersin order for us to understand the
basis of some of hisfindings. Hisrefusal was a violation of the Treasury Regulations guidelines on the Audit
Committee’' s evaluation of the annual financial statements.

As stated earlier, the Audit Committee is heartened with the following positive developments within the
department:

e Corrective actions taken by the department against officialsimplicated in the A-G’ sinvestigations

e Therecent staffing and formal appointments of officials in an acting capacity

e Appointments of internal audit officials, including progress made towards the appointment of the head of
Internal Audit

e There-affirmation of the department to address internal and external audit issues

e Better and improved communication between the Audit Committee and the department

In conclusion, we strongly believe that one of the keysto a significant turnaround in the department liesin
improved communication, cooperation and commitment between the Audit Committee, the external auditors, the
internal auditors and management. Thiswill assist the department in addressing internal control, risk
management, governance issues and in improving service delivery on a more sustainable basis.

Chairperson of the Audit Committee

2//8/2006

Date
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PART FOUR: ANNUAL FINANCIAL STATEMENTSFOR THE YEAR
ENDED 31 MARCH 2006

4.1 REPORT OF THE ACCOUNTING OFFICER for theyear ended 31 March 2006

Report by the Accounting Officer to the Executive Authority and Provincial Legisature of the
Eastern Cape.

The Department presents this report in terms of the Public Finance Management Act and the relevant Treasury
Regulations. The foregoing legid ative prescripts require the Accounting Officer to fully account on the financial
activities of the year under review and the results thereof are contained in detail in the Annual Report. These
Annual Financia Statements as set out in pages 76 to 110 have been prepared in terms of the Guide to the
preparation of the Annual Report and Specimen to the Annual Financial Statements issued by National Treasury.

1. General review of the state of financial affairs

Important policy decisions and strategic issues facing the department:

In the year under review the department’s activities were informed by a myriad of policy imperatives and
strategic intents including but not limited to the following: (a) Implications of the transfer of the roads
function; (b) Registration of Contractors as informed by the Construction Industry Development Board Act;
and (c) The Property Disposal Initiative as pronounced in the Executing Authority’s 2005/06 policy speech.
Over and above these, the Provincial Growth and Development Plan (PGDP), National Spatial Devel opment
Initiatives and the Integrated Development Plans (IDP's) of Municipalities provided an overarching Service
Delivery framework for the province in general and the department in particular.

In the face of government service delivery challenges in respect of Public Service transformation,
intergovernmental relations, interdepartmental relations, integration, and coordination are pivota in
optimising service delivery impact at all levels. Whilst the Office of the Premier through the Programme
Coordinating and Management Unit and the Intergovernmental Relations office are responsible for the overall
provincial integration and coordination, Public Works has the responsibility of coordinating developmentsin
the infrastructure sector.

(d) Implications of the transfer of the roads function

The remaining programmes resulting from the transfer of the roads function have since been handed over to
the Department of Transport with the necessary budgets.

They are asfollows:
¢ Urban Renewal Programme
o |ntegrated Sustainable Rural Development Programme
o Vukuzakhe Roads Maintenance programme

The transfer of these programmes has had budget implications as the department saw a decrease in its
allocation. However, the transfer of the Roads function to the Department of Transport, has provided the
department with an opportunity to refocus its strategy towards —

e Provision, maintenance and management of provincially owned buildings.

e Coordination of the Expanded Public Works Programme.

o Effective and efficient management of departmental assets.

e Provide skilled, motivated and competent personnel and other support services for the department.

(e) Registration of Contractorsasinformed by the Construction Industry Development Board Act
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The registration of contractors has been a major strategic drive in implementing the CIDB Act within the
context of Construction Industry Transformation.

(f)  TheProperty Disposal Initiative

The property disposal policy has been developed and the first group of redundant properties to be disposed
has been identified. The Provincial State Land Disposal Committee has been approached for approval.
These properties are to be sold in terms of the policy framework. Consultation with the affected
municipalities has been done.

Significant eventsthat have taken place during the year.
(i) Policy Development Discour se

A landmark process was the review of the organizational structure of the department with a view to creating
an ingtitutionally solid department that will appropriately be responsive to the needs of the clients.
The department has made significant strides in the area of provisioning and management of state assets. The
immovable asset register has been developed for the department and all properties have been recorded. The
department has finalised the asset disposal policy that will enable the disposal of government assets in a
manner that strengthens service delivery in all spheres of government while at the same time contributing to
economic growth, and support Broad Based Black Economic Empowerment.
The department has started contributing to initiatives to address poverty and unemployment levels in the
province in line with PGDP objectives through, amongst other things, co-ordination of the implementation of
EPWP.
Four major policies have been developed and are in the process of being implemented. These are;

e Movable asset management policy.

e Housing policy.

e Supply chain management policy and procedure.

e Property disposal policy and procedure manual.

(i) Service Delivery Enhancing I nitiatives

The schools building programme has been successfully managed and Local Government projects of
traditional courts were 95% complete. The departmental own projects were 99% compl ete.

The planning for the 2006/07 projects have been finalized for the Department of Social Development, Health
and Education. The department has overcome the constraints caused by the stoppage of the infrastructure
planning during the belt tightening phase.

It has been necessary for the department to reorganize itself as Public Works upon departure of Roads. To
this end, the new service delivery model has been crafted and being consulted upon with affected
departments.

L eases

Significant improvement has been effected on the lease management function. A project team focussing on
the implementation of the Auditor General’s recommendations and skills transfer has been appointed. The
appropriate policies and systems have been developed and are being implemented.

A comprehensive debtor's management system, which includes tariff and asset registers, has been
implemented fully. This has resulted in improvements in the revenue collection.

The GIS has been revamped by inter alia appointing a GIS specialist to manage the system. This has helped
improve buildings infrastructure planning in the department.

Public Works Facilities Management System has been developed to assist in managing the immovable asset
register. A number of Service level Agreements (SLA’S) have been developed and entered into with client
department in order to improve client relations and service delivery.
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Major projects completed

The following projects have been completed:

Community Based Public Works Programmes resulting in a total of 12920 man days created have been
completed. The projects are Ikamvelihle Roads and Stormwater Reticulation in Motherwell, Mdantsane
Urban Renewal in Mdantsane and Lubisi Dam Roads Project in Cofimvaba.

Maintenance projects amounting to R10, 556m for revamping and renovations to government offices and
other public facilities have been implemented. The projects are renovations to Dukumbana Building in
Bhisho, renovations to Tyamzashe Building in Bhisho, alterations to Legislature Building in Bhisho,
revamping of Bhisho Post office and renovation to PE Walton.

Spending trends

Revenue

The department collected an own revenue of R13,417m against a budget of R7,958m. The eviction process with
respect to defaultersis being managed by the State Attorney. The Prevention of Illegal Eviction of Unlawful
Occupiers Act AlA process has been followed with respect to the propertiesin King William’s Town, Dimbaza,
Seymour, Alice and Peddie.

Under-spending

Thetotal expenditure was R514,420m against the budget allocation of R522,169m thus having an under spending
of R7,749m.

Administration is over spent by R2,765m, Public Works is under spent by R5,242m and Public Works
Programme by R5,307m

The under spending isin respect of the Personnel budget which resulted from the inability to recruit successfully
professionals within the built environment due to uncompetitive salary packages offered by the Public Sector.

2. Services rendered by the department

a.  Thedepartment is responsible for the management and maintenance of the provincial property
portfalio.

b. The department provided technical engineering servicesto client departments for devel opment of
the provincial buildings infrastructure such as schools, hospitals, clinics, heritage sites etc.

c. Implementation of Extended Public Works Programmes to eradicate poverty.

Co-ordination of integrated planning and development of infrastructure.

e. Implementing agent for the construction industry development transformation through monitoring
of the construction industry stakeholders.

o
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Tariff Policy

A tariff register isin place and the tariffs have been reviewed in line with the policy.

Inventory
Items Costing 31 March 2006 31 March 2005
method
used
Weighted
Average
Consumables R 979 R 7492
Non - Consumables R 683 R1762
Fuel — Qils - R 987
Totals R 1662 R 10241
3. Capacity constraints

The capacity constraints currently experienced within the buildings industry is being managed in a muilti
pronged strategy. A programme involving awarding of bursaries, provisioning of the experiential training,
mentorship and the participation in the scarce skills programme has been initiated.

4, Corporate Governance arrangements

A risk assessment was conducted for identifying, managing and controlling the business risk of the
department. As a consequence a Risk Management Strategy and Fraud Prevention Plan have been devel oped.
The department is currently in the process of implementing the same. The function will be capacitated with
personnel in the coming financial year.

The audit committee isin place and has been functional during the year under review.

The internal audit function has been established with the assistance of external service providers. The Internal
Audit Unit isin the process of being capacitated with skilled personnel. Mechanisms are being put in place to
ensure that skills are transferred to the internal personnel while an exit strategy is being drawn for
implementation in preparation for the termination of the contract with the service providers.

In response to the Auditor General’ s findings on the weaknesses in internal controls, policies and procedure
manuals have been developed and implemented to enhance and strengthen the systems of internal control.

5. Asset Management

The movable asset register has been developed and is being maintained. To date 1,134 properties have been
captured on the Facilities Management System on which the asset register is maintained. An asset
management unit of the department has been affected by the movement of personnel to the Department of
Transport as part of transfer of support staff emanating from the transfer of Roads function.
The department is in the process of re-establishing an asset management unit. Systems will then be put in
place to ensure that moveabl e asset update and verification is performed on a periodic basis.

Animmovable asset register of all known properties has been developed during the year under review. The
immovable asset register is compliant with minimum requirements of National Treasury with the exception of the
availability of title deeds for the properties. However, the department is engaged in the vesting process and by the
end of the year under review a significant amount of title deeds have been obtained.

Perfor mance | nfor mation
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The department utilises performance reporting template to report on the departmental annual plans. Monthly and
quarterly reports are generated and management meetings are used for reporting and discussing performance by
all departmental programmes, and plan corrective actions.

6. SCOPA resolutions
The department did submit the responses from SCOPA to enable them to either condone or make

recommendations for all the financial years up to 2004/05 financial year. There have been no recommendations
from SCOPA after the Department responded to all questions for the previous financial years.

Reference to previous audit report and Subj ect Findings on
SCOPA resolutions progress

L eave Entitlement Leave SCOPA  Questions
Exceeding the current budget allocations Unauthorised were responded to,
for Property Management Expenditure Public Works
Ex post facto approval, transfers to RIDA, Irregular Expenditure appeared in front of
exceeding the personnel budget and the SCOPA Hearings
Virement from capital to current not and findings are still
approved pending

Expenditure incurred on unused building, Fruitless and wasteful

overpayments, rental overpayments and expenditure

rates

Absence of internal audit activities Internal Audit

Internal Control Weaknesses in Personnel Internal Controls

and Salary System, Supplier Payments and

Asset Management

Failure to surrender funds to Provincial Voted funds to be

Treasury regarding unauthorised surrendered

expenditure, prior-year surrenders and

capital budget under spending

7. Other

The strategic issues addressed in the Annual Financial Statements excludes the Roads function as it has been
transferred to the Department of Transport through a Proclamation that was passed in September 2004 and
implemented on 1 April 2005.

8. Approval

The Annual Financial Statements set out on pages 76 - 110 have been approved by the Accounting Officer.

Whg2

ECN Maneli

Head of Department
31 May 2005
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4.2 Report of the Auditor General

REPORT OF THE AUDITOR-GENERAL TO THE PROVINCIAL LEGISLATURE OF THE
EASTERN CAPE PROVINCE ON THE ANNUAL FINANCIAL STATEMENTSOF VOTE 5 -
PUBLIC WORKSFOR THE YEAR ENDED 31 MARCH 2006

4.1

AUDIT ASSIGNMENT

The annual financial statements as set out on pages 76 to 110 for the year ended 31 March 2006, have
been audited in terms of section 188(1)(a) of the Constitution of the Republic of South Africa, 1996 (Act
No. 108 of 1996), read with sections 4 and 20 of the Public Audit Act, 2004 (Act No. 25 of 2004) and
section 40(2) of the Public Finance Management Act, 1999 (Act No. 1 of 1999) (PFMA). The fixed asset
opening balances have not been audited because of the timing of guidance from National Treasury to the
departments relating to the treatment, valuation and disclosure of fixed assets. These annual financial
statements, the maintenance of effective control measures and compliance with relevant laws and
regulations are the responsibility of the accounting officer. My responsibility is to express an opinion on
these annual financial statements, based on the audit.

SCOPE

The audit was conducted in accordance with the International Standards on Auditing read with General
Notice 544 of 2006, issued in Government Gazette no. 28723 of 10 April 2006 and General Notice 808 of
2006, issued in Government Gazette no. 28954 of 23 June 2006. These standards require that | plan and
perform the audit to obtain reasonable assurance that the financial statements are free of material
mi sstatement.

An audit includes:

= examining, on atest basis, evidence supporting the amounts and disclosures in the financial statements
= assessing the accounting principles used and significant estimates made by management

= evaluating the overall financial statement presentation.

| believe that the audit provides a reasonabl e basis for my opinion.

BASISOF ACCOUNTING

The department’ s policy is to prepare financial statements on the maodified cash basis of accounting
determined by the National Treasury, as described in note 1.1 to the annual financial statements.
QUALIFICATION

I nadequate monitoring

Management did not adequately and effectively monitor and supervise the department’ s activities and
financial processes that resulted in the preparation of the annual financial statements.

This inadequate monitoring and lack of supervision impacted on the extent to which the department was
able to ensure that its financial administration operated effectively throughout the year under review. The
most significant consequence of inadequate monitoring and supervision is:
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4.1.1. Procurement processes

4.2.

It was evident during the audit that deficiencies existed in the procurement processes of the department
and that these deficient processes are contrary to the various laws, regulations and other directives. Audit
tests on a sample of tenders awarded during the year reveaed that the requirements of the department’s
supply chain management policy and Treasury regulation 16 A were not always followed resulting in
irregular expenditure of R1.5 million. Thisirregular expenditure has been disclosed in note 26 to the
annual financial statements.

The possibility of collusion, fraud and corruption in these circumstances cannot be excluded.
Consequently it was not possible to determine the full extent of irregular expenditure that should have
been disclosed in note 26 to the annual financial statements.

Ownership of land and buildings

The department did not have adequate policies and proceduresin place to ensure that all assets that are
owned by the department are properly recorded and that losses are prevented. Of particular concern isthe
ownership of land and buildings recorded in the immovable property register.

The department is currently undertaking a vesting exercise during which it is attempting to ensure that all
properties recorded in the register are registered in its name. Of the 1 134 properties of the department,
561 have been submitted to the appropriate committee for consideration and transfer into its name.

Audit tests on a sample of properties selected from the property register confirmed that alarge number of
properties recorded thereon were not registered in the name of the department. These properties have been
reflected on annexure 4 to the annual financial statements at cost, where the cost was readily available or
at R1 each, however no disclosures relating to their registration in the department’ s name have been
made.

Furthermore, uncertainty exists as to which of the provincial departments of the Eastern Cape own the
various buildings and other fixed structures that are reflected in the financial statements of these
departments. This matter is currently under the consideration of National Treasury.

As no specific policy, in thisregard, currently exists, it was not possible to confirm the completeness and
ownership of al buildings and structures of R88.8 million that are disclosed in Annexure 4 to the annual
financial statements.

QUALIFIED AUDIT OPINION

In my opinion, except for the effect on the financial statements of the matters referred to in the preceding
paragraph, the financial statements present fairly, in all materia respects, the financial position of the
department at 31 March 2006 and the results of its operations and its cash flows for the year then ended,
in accordance with the modified cash basis of accounting determined by the National Treasury of South
Africa, as described in note 1.1 to the financia statements, and in the manner required by the Public
Finance Management Act, 1999 (Act No. 1 of 1999).
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6.1.

6.1.1.

6.1.2.

EMPHASISOF MATTER

Without further qualifying the audit opinion, attention is drawn to the following matters:

I nadequate monitoring

The further consequences of the inadequate monitoring referred to in paragraph 4.1 are:

Unauthorised expenditure

According to the appropriation statement that isincluded in the annual financia statements the budgeted
expenditure of programmes 1 to 3 was exceeded by R26.8 million. Details are:

Programme Current | Transfers Total
payment R’000 R’000

R’ 000
Administration 2 566 651 3217
Public Works 9285 - 9285
Public Works programme 14 275 5 14 280
TOTAL 26 116 656 26 782

The unauthorised expenditure of R9.3 million in the programme: Public Worksis aresult of incorrectly
budgeting for service charges on properties as transfer payments.

Thisis considered to be unauthorised expenditure as defined in Section 1 of Public Finance Management
Act, 1999 (Act no. 1 of 1999) and has been disclosed as such in note 9 to the annual financial statements.

Fruitless and wasteful expenditure

The department has disclosed fruitless and wasteful expenditure of R29.7 million in note 10 of the annual
financial statements. Details are:

@ The department did not take adequate steps to ensure that fruitless and wasteful expenditure that
was reported in paragraph 5.3 of the audit report for the financial year ended 31 March 2005 was
adequately dealt with. Asaresult of this, note 10 to the annual financial statements reflect an
opening balance of R20.5 million.

(b It was reported in paragraph 5.3 (d) on page 91 of my audit report for the year ended 31 March
2005 that the officials responsible for property management did not implement the
recommendations contained in a special report on leases that was issued by me. As aresullt,
overpayments of R7.7 million were incurred on leases identified by the special investigation.
These costs were regarded as fruitless and wasteful expenditure. Further overpayments of R7.6
million were incurred on these leases during the year under review.

(© Furthermore, officialsin the property management section did not exercise due care in the
management of properties leased from various landlordsin the province. As aresult of thisit was
noted that payments of R620 305 were made on two |eased properties which were no longer
occupied by the provincial government. Further payments of R159 743 were made on one of
these properties since the year end.

(d) Asaresult of the non payment of one of its creditors, the high court ordered the department to
pay interest of R534 000. As no benefit was derived from the payment of thisinterest, this
expenditure is regarded as fruitless and wasteful and has been disclosed as such.

(e It was also reported in paragraph 5.3 ( ¢) on page 91 of the audit report for the financial year
ended 31 March 2005 that costs of R621 456 relating to rates and security was incurred on the
Amatola Sun Hotel whilst it was not occupied. This property remained unoccupied for the entire
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6.1.3

6.1.4

6.1.5

6.1.6

year under review and as a result thereof, the rates and security costs of R411 000 paid on this
property have been disclosed as fruitless and wasteful in the note 10 of the annual financial
Statements.

Irregular expenditure

Irregular expenditure of R109.2 million is elucidated by means of note 26 of the annual financial
statements. A detail of thisirregular expenditureis:

@ The department did not take sufficient steps to ensure that the irregular expenditure that was
reported in paragraph 5.2 on page 90 of the audit report for the financial year ended 31 March
2005 was adequately dealt with. Asaresult of this, note 26 to the financial statements reflects an
opening balance of R107.7 million.

(b) The known irregular expenditure of R1.5 million identified as aresult of tests performed on a
sample of expenditure transactions reported in paragraph 4.1.1 above is a so reflected in note 26
to the annual financial statements.

Poverty alleviation programme

Included in the unauthorised expenditure reported in paragraph 6.1.1. is an amount of R13.3 million that
was incurred on apoverty alleviation programme. Of thisamount R6 million was paid to the affected
communities whilst R7.3 million was absorbed by consultants’ fees and costs. Asthe programme
concerned is by its nature not complex and does not require specialised knowledge to manage, | am of the
view that it was not necessary to appoint consultants to supervise it. Correspondence provided to me
indicates that the department requested permission, during 2003, from the Provincia Treasury to load the
beneficiaries of this programme onto the PERSAL system. The required permission was not granted. The
R7.3 million paid to the consultants should have been avoided and in addition to being unauthorised is
also considered to be fruitless and wasteful expenditure.

Receivables

Management did not ensure that the department’ s staff debt accounts were properly reconciled and
recovered from its personnel. Asaresult it was noted that the debt account of R1.7 million that is
included in the accounts receivable balance of ~ R2.8 million disclosed in the statement of financial
position is not recoverable because the termination and pension benefits due to the personnel concerned
were paid out before the debts were raised. Thisirrecoverable debt is disclosed in note 13 to the annual
financial statements.

Revenue collection

L ease agreements for only 439 out of the 1048 occupied properties reflected in the rental register had
been concluded during the year under review. Consequently, |ease agreements required to support the
existence of rental receivables disclosed in the annual financial statements could not be provided for audit
pUrpoSes.

The lack of valid lease agreements together with management’ s inability to implement effective property
management processes has resulted in R2.7 million of the R4.5 million disclosed as rental receivablesin
note 25 being considered irrecoverable.

73



6.1.7

6.1.8

6.1.9

6.2

Bank overdr aft

In terms of section 3 of the Borrowing Powers of Provincial Government Act, 1996 (Act No 48 of 1996),
aprovincial department may not take up bridging finance unless with the written approval of the Member
of the Executive Committee for Finance.

According to Section 1 of the above-mentioned Act, bridging finance includes overdrafts on a bank
account that is operated by a provincial department.

The department could not provide evidence of the approval of the Provincial Member of the Executive
Committee for Finance for the bank overdraft of R175 million reflected in the annual financial statements
at 31 March 2006.

Per for mance management

A proper management monitoring framework for the preparation and reporting on performance
information does not exist. This inadequate monitoring has resulted in significant inconsistencies between
the measurable objectives contained in the annual report, the budget, quarterly reports and the strategic
plan.

Furthermore, actual performance reported in the annual report differed significantly from that reported in
the quarterly reports.

Material changesto the annual financial statements

Due to the lack of monitoring and independent check by management the financial statements did not
comply with the requirements of the preparation guide sent out by National Treasury and as aresult
material changes were made to the financial statements.

Audit committee and Internal Audit

Section 38 (a)(ii) of the Public Finance Management Act, 1999 (Act No. 1 of 1999) requires the
accounting officer to ensure that a system of internal audit under the control and direction of the audit
committee and internal audit. During the review of the audit committee and the internal audit function
the following was revealed:

The audit committee did not adequately address all of the matters contained in its terms of reference. The
following is reported in this regard:

(@ Only limited guidance, if any, was provided to management on implementation of the fraud
prevention plan. As aresult, the fraud prevention plan that was prepared for the department by
consultants during 2003 had still not been implemented at the date of this management letter.

(b) The audit committee did not ensure that the quarterly reports detailing the department’ s performance
against its Strategic plan were reviewed by internal audit before their submission to the Provincial
Treasury. As aresult significant differences between the performance reported in the quarterly reports
and the annual report were noted.

(c) Theaudit committee did not critically evaluate the performance of the internal audit function. Asa
result it was noted that only one out of two internal audit reports that were issued during the year
covered periods applicable to the 2005-06 financial year. This limited the reliance that could be
placed on the work of the internal audit function.

(d) Thereview of the annual financial statements that were presented to me for the audit was not
adequate as significant adjustments, disclosures and presentation matters affecting fair presentation
were detected during the audit process that should have been addressed by the audit committee.
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6.2.1 Itisexpected of the audit committee membersto act with integrity, honesty and in the best interest of the
entity that they are serving. It was noted that all three of the audit committee members submitted fee
invoices that included value added tax (VAT) whilst none of these members were registered as VAT
vendors. Although the department has subsequently recovered the VAT amounts from the members
concerned this matter is reported in the public interest because the act of submitting VAT invoices whilst
not being registered asa VAT vendor is defined as a criminal offence in terms of Section 58 (j) of the
Value Added Tax Act 1991.

7. APPRECIATION

The assistance rendered by the staff of Eastern Cape Department of Public Works during the audit is
sincerely appreciated.

_F

SM Nggwala for Auditor-General

East London
31 July 2006

AUDITOR - GENERAL
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4.3 STATEMENT OF ACCOUNTING POLICIESfor theyear ended 31 March 2006

The Financial Statements have been prepared in accordance with the following policies, which have been applied
consistently in all material aspects, unless otherwise indicated. However, where appropriate and meaningful,
additional information has been disclosed to enhance the usefulness of the Financial Statements and to comply
with the statutory requirements of the Public Finance Management Act, Act 1 of 1999 (as amended by Act 29 of
1999), and the Treasury Regulations issued in terms of the Act and the Division of Revenue Act, Act 1 of 2005.

1. Presentation of the Financial Statements
1.1 Basisof preparation

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

1.2 Presentation currency
All amounts have been presented in the currency of the South African Rand ® which is aso the functional
currency of the department.

1.3 Rounding

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

1.4 Comparativefigures

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

A comparison between actual and budgeted amounts per mgjor classification of expenditureisincluded in
the appropriation statement.

2. Revenue
21 Appropriated funds

Appropriated funds are recognised in the financial records on the date the appropriation becomes effective.
Adjustments to the appropriated funds made in terms of the adjustments budget process are recognised in
the financial records on the date the adjustments become effective.

Total appropriated funds are presented in the statement of financial performance.

Unexpended appropriated funds are surrendered to the National/Provincial Revenue Fund, unless approval
has been given by the National/Provincial Treasury to rollover the funds to the subsequent financial year.
These rollover funds form part of retained funds in the annual financial statements. Amounts owing to the
National/Provincial Revenue Fund at the end of the financial year are recognised in the statement of
financial position.
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2.2 Departmental revenue

221

222

2.2.3

224

225

2.2.6

227

All departmental revenue is paid into the National/Provincial Revenue Fund when received, unless
otherwise stated. Amounts owing to the National/Provincial Revenue Fund at the end of the financial year
are recognised in the statement of financial position.

Tax revenue

Tax revenue consists of all compulsory unrequited amounts collected by the department in accordance
with laws and or regulations (excluding fines, penalties & forfeits).

Tax receipts are recognised in the statement of financial performance when received.

Sales of goods and services other than capital assets
The proceeds received from the sale of goods and/or the provision of servicesisrecognised in the
statement of financial performance when the cash is received.

Fines, penalties & forfeits

Fines, penalties & forfeits are compulsory unrequited amounts which were imposed by a court or quasi-
judicial body and collected by the department. Revenue arising from fines, penalties and forfeitsis
recognised in the statement of financial performance when the cash is received.

Interest, dividends and rent on land
Interest, dividends and rent on land is recognised in the statement of financial performance when the
cashisreceived.

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

Financial transactionsin assets and liabilities
Repayments of loans and advances previously extended to employees and public corporations for policy
purposes are recognised as revenue in the statement of financia performance on receipt of the funds.

Amounts receivable at the reporting date are disclosed in the disclosure notes to the annual financial
statements.

Cheques issued in previous accounting periods that expire before being banked are recognised as
revenue in the statement of financial performance when the cheque becomes stale. When the cheque is
reissued the payment is made from Revenue.

Gifts, donations and sponsor ships (transfer s received)
All cash gifts, donations and sponsorships are paid into the National/Provincial Revenue Fund and

recorded as revenue in the statement of financial performance when received. Amounts receivable at
the reporting date are disclosed in the disclosure notes to the financial statements.

All in-kind gifts, donations and sponsorships are disclosed at fair value in the annexures to the financial
Statements.
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2.3 Local and foreign aid assistance

Local and foreign aid assistance is recognised in the financial records when notification of the donation is
received from the National Treasury or when the department directly receives the cash from the donor(s).
Thetotal cash amounts received during the year isreflected in the statement of financial performance as
revenue.

All in-kind local and foreign aid assistance are disclosed at fair value in the annexures to the annual
financial statements

The cash payments made during the year relating to local and foreign aid assistance projects are recognised
as expenditure in the statement of financial performance. A receivableis recognised in the statement of
financial position to the value of the amounts expensed prior to the receipt of the funds.

A payableisraised in the statement of financial position where amounts have been inappropriately
expensed using local and foreign aid assistance, Unutilised amounts are recognised in the statement of
financial position.

3. Expenditure
3.1 Compensation of employees

Salaries and wages comprise payments to employees. Salaries and wages are recognised as an expensein
the statement of financial performance when the final authorisation for payment is effected on the system
(by no later than 31 March of each year). Capitalised compensation forms part of the expenditure for capital
assets in the statement of financial performance’.

All other payments are classified as current expense.

Social contributions include the entities' contribution to social insurance schemes paid on behalf of the
employee. Social contributions are recognised as an expense in the statement of financial performance
when the final authorisation for payment is effected on the system.

3.1.1  Short term employee benefits

Short term employee benefits comprise of leave entitlements (capped leave), thirteenth cheques and
performance bonuses. The cost of short-term employee benefits is expensed as salaries and wages in the
statement of financial performance when the final authorisation for payment is effected on the system
(by no later than 31 March of each year).

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

3.1.2 Long-term employee benefits
3.1.2.1 Termination benefits
Termination benefits such as severance packages are recognised as an expense in the statement of

financial performance as atransfer when the final authorisation for payment is effected on the system
(by no later than 31 March of each year).

* This accounting policy is only relevant where the department elects to capitalise the compensation paid to employees involved on capital
projects.
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3.1.2.2 Post employment retirement benefits

32

3.3

34

35

3.6

The department provides retirement benefits (pension benefits) for certain of its employees through a
defined benefit plan for government employees. These benefits are funded by both employer and
employee contributions. Employer contributions to the fund are expensed when the final
authorisation for payment to the fund is effected on the system (by no later than 31 March of each
year). No provision is made for retirement benefitsin the financial statements of the department. Any
potential liabilities are disclosed in the financial statements of the National/Provincial Revenue Fund
and not in the financial statements of the employer department.

The department provides medical benefits for certain of its employees. Employer contributions to the
medical funds are expensed when the final authorisation for payment to the fund is effected on the
system (by no later than 31 March of each year).

Goods and services

Payments made for goods and/or services are recognised as an expense in the statement of financial
performance when the final authorisation for payment is effected on the system (by no later than 31 March
of each year). The expenseis classified as capita if the goods and services were used on a capital project.

Interest and rent on land
Interest and rental payments are recognised as an expense in the statement of financial performance when

the final authorisation for payment is effected on the system (by no later than 31 March of each year). This
item excludes rental for the use of buildings or other fixed structures.

Financial transactionsin assets and liabilities
Debts are written off when identified as irrecoverable. Debts written-off are limited to the amount of

savings and/or underspending of appropriated funds. The write off occurs at year-end or when funds are
available. No provision is made for irrecoverable amounts but amounts are disclosed as a disclosure note.

All other losses are recognised when authorisation has been granted for the recognition thereof.
Unauthorised expenditure
When discovered unauthorised expenditure is recognised as an asset in the statement of financial position

until such time as the expenditure is either approved by the relevant authority, recovered from the
responsible person or written off asirrecoverable in the statement of financial performance.

Unauthorised expenditure approved with funding is recognised in the statement of financial performance
when the unauthorised expenditure is approved and the related funds are received. Where the amount is
approved without funding it is recognised as expenditure, subject to availability of savings, in the statement
of financia performance on the date of approval.

Fruitless and wasteful expenditure
Fruitless and wasteful expenditure is recognised as an asset in the statement of financial position until such

time as the expenditure is recovered from the responsible person or written off asirrecoverable in the
statement of financial performance.
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3.7

3.8

3.9

41

4.2

4.3

4.4

4.5

4.6

Irregular expenditure
Irregular expenditure is recognised as expenditure in the statement of financial performance. If the
expenditure is not condoned by the relevant authority it is treated as an asset until it is recovered or written
off asirrecoverable.
Transfersand subsidies
Transfers and subsidies are recognised as an expense when the final authorisation for payment is effected
on the system (by no later than 31 March of each year).
Expenditurefor capital assets
Payments made for capital assets are recognised as an expense in the statement of financial performance
when the final authorisation for payment is effected on the system (by no later than 31 March of each
year)..
Assets
Cash and cash equivalents
Cash and cash equivalents are carried in the statement of financial position at cost.
For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits
held, other sort-term highly liquid investments and bank overdrafts.
Prepayments and advances
Amounts prepaid or advanced are recognised in the statement of financial position when the payments are
made.
Receivables
Receivablesincluded in the statement of financial position arise from cash payments made that are
recoverable from another party. Revenue receivable not yet collected is included in the disclosure notes.
Amounts that are potentially irrecoverable are included in the disclosure notes.
Investments
Capitalised investments are shown at cost in the statement of financial position. Any cash flows such as
dividends received or proceeds from the sale of the investment are recognised in the statement of financial
performance.
Investments are tested for an impairment |oss whenever events or changes in circumstances indicate that the
investment may be impaired. Any impairment lossisincluded in the disclosure notes.
L oans
Loans are recognised in the statement of financial position at the nominal amount. Amounts that are
potentially irrecoverable are included in the disclosure notes.
Inventory

Inventories on hand at the reporting date are disclosed at cost in the disclosure notes.
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4.7

Asset Registers

Assets are recorded in an asset register, at cost, on receipt of the item. Cost of an asset is defined as the total
cost of acquisition. Assets procured in previous financial periods, may be stated at fair value, where
determinable, or R1, in instances where the original cost of acquisition or fair value cannot be established.
No revaluation or impairment of assetsis currently recognised in the asset register. Projects (of
construction/development) running over more than one financial year relating to assets, are only brought
into the asset register on completion of the project and at the total cost incurred over the duration of the
project.

Annexure 4 and 5 of the disclosure notes, reflect the total movement in the asset register of assets with a
cost equal to and exceeding R5000 (therefore capital assets only) for the current financial year. The
movement is reflected at the cost as recorded in the asset register and not the carrying value, as depreciation
is not recognized in the financial statements under the modified cash basis of accounting. The opening
balance as reflected on Annexure 4 and 5 will include items procured in prior accounting periods and the
closing balance will represent the total cost of capital assets on hand.

The difference in the opening balance is due to change in basis of accounting for fixed assets. Previously
fixed assets were disclosed at cost of additions for the previous three years. For the year under review the
fixed asset register has been used to determine cost. As aresult the difference in the opening fixed asset
balance and the 2005 closing fixed asset balance is attributable to this change in calculation.

5. Liabilities

5.1

52

5.3

54

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

L ease commitments

L ease commitments represent amounts owing from the reporting date to the end of the lease contract.
These commitments are not recognised in the statement of financial position as aliability or as expenditure
in the statement of financial performance but are included in the disclosure notes.

Operating and finance lease commitments are expensed when the payments are made. Assets acquired in
terms of finance lease agreements are disclosed in the annexures to the financial statements.

Accruals
Accruals represent goods/services that have been received, but where no invoice has been received from the

supplier at the reporting date, or where an invoice has been received but final authorisation for payment has
not been effected on the system.

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

Contingent liabilities
A contingent liability is a possible abligation that arises from past events and whose existence will be

confirmed only by the occurrence or non-occurrence of one or more uncertain future events not wholly
within the control of the department; or

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

e Itisnot probable that an outflow of resources embodying economic benefits or service potential will
be required to settle the obligation; or
e Theamount of the abligation cannot be measured with sufficient reliability.

Contingent liabilities are included in the disclosure notes.
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55 Commitments

Commitments represent goods/services that have been approved and/or contracted, but where no delivery has
taken place at the reporting date.

Commitments are not recognised in the statement of financial position asaliability or as expenditure in the
statement of financial performance but are included in the disclosure notes.

6. Net Assets
6.1 Capitalisation reserve

The capitalisation reserve comprises of financial assets and/or liabilities originating in a prior reporting
period but which are recognised in the statement of financial position for the first timein the current
reporting period. Amounts are transferred to the National/Provincial Revenue Fund on disposal, repayment
or recovery of such amounts.

6.2 Recoverablerevenue

Amounts are recognised as recoverabl e revenue when a payment made and recognised in a previous
financial year becomes recoverable from a debtor.

7. Related party transactions

Related parties are departments that control or significantly influence the department in making financial and
operating decisions. Specific information with regardsto related party transactionsisincluded in the
disclosure notes.

8. Key management personnel

Key management personnel are those persons having the authority and responsibility for planning, directing
and controlling the activities of the department.

Compensation paid to key management personnel including their family members where relevant, isincluded
in the disclosure notes.

9. Public private partnerships

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

e Peformsan ingtitutional function on behalf of the institution; and/or
acquires the use of state property for its own commercial purposes; and
e assumes substantial financial, technical and operational risks in connection with the performance of the
ingtitutional function and/or use of state property; and
e receives abenefit for performing the institutional function or from utilizing the state property, either by
way of:
- consideration to be paid by the department which derives from a Revenue Fund;
- charges feesto be collected by the private party from users or customers of a service provided
to them; or
- a combination of such consideration and such charges or fees.

A description of the PPP arrangement, the contract fees and current and capital expenditure relating to the PPP
arrangement is included in the disclosure notes.
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4.4 APPROPRIATION STATEMENT for the year ended 31 March 2006

Appropriation per Programme

2005/06 2004/05
Exp as
Adjusted Shifting Virement Final Actual Variance % of Final Actual
Approp of Funds Approp Exp final Appro Exp
approp
R'000 R'000 R'000 R'000 R'000 R'000 % R'000 R'000
1. Administration
Current payment 131332 - - 131332 133,898 (2,566) 102.0% 162,630 169,201
Transfers and subsidies 1007 - - 1,007 1658 (651) 105.9% 15,432 16,113
Payment for capital assets 1275 - - 1275 823 452 64.5% 2,010 1024
F2.  Public Works -
Current payment 289,431 - - 289,431 298,76 (9,285) 103.2% 257,027 253,13
Transfers and subsidies 19,670 - - 19,670 5,335 4,335 27.% 3,555 8,242
Payment for capital assets 1394 - - 1394 1202 192 86.2% 38,487 38,040
F3. Roads Infrastructure -
Current payment - - - - - - 446,556 441749
Transfers and subsidies - - - - - - 20,638 21230
Payment for capital assets - - - - - - 816,413 819,273
"4.  Public Works
Programme -
Current payment 12,493 - - 12,493 26,768 (#,275) 21%.3% 33,175 29,299
Transfers and subsidies 52 - - 52 57 (5) 109.6% 97 (72)
Payment for capital assets 54,781 - - 54,781 35,194 19,587 64.2% 25,102 20,692
Subtotal 521435 - - 521435 513,651 7,784 98.5%) 1821131 1807,904
Statutory
Appropriation
Current payments 734 734 769 (35) 104.8% 662 756
Transfers and subsidies - - 0.0%
Payment for capital assets - - 0.0%
Total 522,169 - - 522,169 54,420 7,749 98.5%| 1821793 1808,660
Reconciliation with Statement of Financial Performance
Add: Prior year unauthorised expenditure approved with funding - -
Departmental receipts 5,459 1367
Local and foreign aid
assistance 4,308 -
Actual amounts per Statement of Financial Performance
(Total Revenue) 531936 1823,%60
Investments acquired and capitalised during the current financial year,
but expensed for appropriation purposes
Other payments in Appropriation Statement, not accounted for in the
Statement of Financial Performance
Add: Local and foreign aid assistance 2877 457
Prior year unauthorised expenditure approved
Prior year fruitless and wasteful expenditure authorised
Actual amounts per Statement of Financial Performance
Expenditure 517,297 1,809,117
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APPROPRIATION STATEMENT

for theyear ended 31 March 2006

Appropriation per Economic classification

2005/06 2004/05
Adjusted Shifting of |, . Final Actual . Exp as % of Final Actual
Vireme Variance )
Approp Funds nt Approp Exp final approp Approp Exp

R'000 R'000 R'000 R'000 R'000 R'000 % R'000 R'000
Current payments
Compensation of employees 232,800 - 232,800 225,671 7,129 96.9%] 399,817 395,106
Goods and services 200,456 - 200,456 233,710 (33,254), 116.6% 499,810 487,540
Interest and rent on land - E - 0.0%
Financial transactions in assets
and liabilities - E - 0.0% -
Transfers & subsidies
Provinces & municipalities 20,506 - 20,506 5,262 15,244 25.7%) 6,876 5412
Departmental agencies &
accounts - - E - 0.0%
Universities & technikons - - E - - 0.0% -
Foreign governments &
international organisations - 0.0% -
Public corporations & private
enterprises - - - - 0.0%
Non-profit institutions - - E - - 0.0% -
Households 9,837 - 9,837 11,575 (1,738) 117.7% 32,608 40,117
Gifts and donations E - - 0.0%
Payment for capital assets
Buildings & other fixed structures 54,778 - E 54,778 35,108 19,670 64.1% 875,350 874,357
Machinery & equipment 2,653 2,653 1,953 700 73.6% 6,618 5,317
Biological or cultivated assets - - 0.0%] -
Software & other intangible
assets 405 - E 405 372 33 91.9%| 52 55
Land & subsoil assets - - - 0.0% -
Total 521,435 - 521,435 513,651 7,784 98.5% 1,821,131 1,807,904

Statutory Appropriation
2005/06 2004/05
Direct charge against Adjusted Shifting of | . Final Actual . Exp as % of Final Actual
. Vireme Variance )

Provincial Revenue Fund Approp Funds nt Approp Exp final approp Approp Exp

R'000 R'000 R'000 R'000 R'000 R'000 % R'000 R'000
List all direct charges against the
Revenue Fund - 0.0%]
President and Deputy President salaries - 0.0%
Member of executive
committee/parliamentary officers 734 734 769 (35) 104.8%] 662 756
Judges salaries - 0.0%
Sector education and training authorities
SETA - 0.0%
National skills fund - 0.0%
Total 734 - - 734 769 (35) 104.8%) 662 756
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APPROPRIATION STATEMENT

Detail per programme 1 - Administration

for the year ended 31 March 2006

2005/06 2004/05
Programme per subprogramme Adj Shifting of Virement Final Actual Variance I?xp as % of Final Actual
Approp Funds Approp Exp final approp Approp Exp
R'000 R'000 R'000 R'000 R'000 R'000 % R'000 R'000
Office of the MEC
Current payment 2,951 2,951 2,678 273 90.7% 2,542 2,028
Transfers and subsidies 5 5 31 (26) 620.0%; 5 5
Payment for capital assets 157 157 84 73 53.5%
Management
Current payment 67,804 67,804 69,821 (2,017) 103.0% 78,670 66,911
Transfers and subsidies 2,934 2,934 3,332 (398) 113.6% 3,225 4,554
Payment for capital assets 435 435 615 (180) 141.4% 986 308
Coporate Support
Current payment 60,577 60,577 61,399 (822) 101.4% 81418 90,262
Transfers and subsidies 8,068 8,068 8,295 (227) 102.8% 12,202 11,554
Payment for capital assets 683 683 124 559 18.2% 1,033 716
Total 143,614 - 143,614 146,379 (2,765) 101.9%j 180,081 176,338
2005/06 2004/05
Economic classification Apl:;crii b SI:::;gs of Virement A:;::;Ip Aé:;:al Variance ::; ::;/:;: A::::rzlp Aé:;:al
R'000 R'000 R'000 R'000 R'000 R'000 % R'000 R'000
Current payments
Compensation of employees 84,708 84,708 83,317 1,391 98.4% 95,670 95,039
Goods and services 46,624 46,624 50,590 (3,966) 108.5% 66,960 63,851
Transfers & subsidies
Provinces & municipalities 4,887 4,887 4,798 89 98.2% 1,132 318
Households 6,120 6,120 6,851 (731) 111.9% 14,301 15,795
Payments for capital assets
Buildings and fixed structures 66
Machinery & equipment 1,275 1,275 823 452 64.5% 2,018 1,269
Total 143,614 - 143,614 146,379 (2,765) 101.9%; 180,081 176,338
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APPROPRIATION STATEMENT

Detail per programme 2 - Public Works
for the year ended 31 March 2006

2005/06 2004/05
Programme per subprogramme Adj Shifting of Virement Final Actual Variance I_Exp as % of Final Actual
Approp Funds Approp Exp final approp Approp Exp
R'000 R'000 R'000 R'000 R'000 R'000 % R'000 R'000
Programme Office Support
Current payment 183,411 183,411 178,013 5,398 97.1% 188,792 182,959
Transfers and subsidies 4,368 4,368 5,093 (725) 116.6% 3,299 8,246
Payment for capital assets 1,294 1,294 1,137 157 87.9% 1,804 2,122
Property Support
Current payment 87,187 87,187 102,856 (15,669) 118.0% 68,235 70,154
Transfers and subsidies 15,259 15,259 12 15,247 0.1% 256 -4
Payment for capital assets 56 56 34 22 60.7% 36,683 35,318
Security
Current payment 18,833 18,833 17,847 986 94.8%
Transfers and subsidies 43 43 230 (187) 534.9%
Payment for capital assets 44 44 31 13 70.5%
Total 310,495 310,495 305,253 5,242 98.3%] 299,069 299,395
2005/06 2004/05
Economic classification Adj Shifting of Virement Final Actual Variance I_Exp as % of Final Actual
Approp Funds Approp Exp final approp Approp Exp
R'000 R'000 R'000 R'000 R'000 R'000 % R'000 R'000
Current
Compensation of employees 140,968 140,968 135,028 5,940 95.8% 126,784 126,082
Goods and services 148,463 148,463 163,678 (15,215) 110.2% 130,482 126,792
Transfers & subsidies
Provinces & municipalities 15,609 15,609 440 15,169 2.8% 288 405
Households 3,675 3,675 4,691 (1,016) 127.6% 3,028 7,837
Capital
Buildings & other fixed structures 386 386 215 171 55.7% 36,251 36,180
Machinery & equipment 989 989 829 160 83.8% 2,184 2,090
Software & other intangible
assets 405 405 372 33 91.9% 52 9
Total 310,495 310,495 305,253 5,242 98.3% 299,069 299,395
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APPROPRIATION STATEMENT

Detail per programme 3 - Roads Infrastructure
for the year ended 31 March 2006

2005/06 2004/05
Programme per subprogramme Adj Shifting of Virement Final Actual Variance I.Exp as % of Final Actual
Approp Funds Approp Exp final approp Approp Exp

R'000 R'000 R'000 R'000 R'000 R'000 % R'000 R'000
Planning and Design
Current payment - - 0.0%
Transfers and subsidies - - 0.0% 116
Payment for capital assets - - 0.0%
Construction
Current payment - - 0.0% 16,745 17,359
Transfers and subsidies - - 0.0% 1,136 1,265
Payment for capital assets - - 0.0% 112 94
Maintenance
Current payment - - - 0.0% 40,243 38,610
Transfers and subsidies - - - 0.0% 336 811
Payment for capital assets - - 0.0% 814,483 817,652

0.0% 389,568 385,780

0.0% 19,166 19,038
0.0% 1,818 1,527
Total - - - - - - 0.0% 1,283,607 1,282,252
2005/06 2004/05
Economic classification Adj Shifting of Virement] Final Actual Variance I.EXP as % of Final Actual
Approp Funds Approp Exp final approp Approp Exp
R'000 R'000 R'000 R'000 R'000 R'000 % R'000 R'000
Current
Compensation of employees - - - 0.0% 170,211 167,464
Goods and services - - 0.0% 276,345 274,135
Transfers & subsidies
Provinces & municipalities - - 0.0% 5,449 4,669
Households - - 0.0% 15,189 16,561
Capital
Buildings & other fixed structures - - 0.0% 814,081 817,419
Machinery & equipment - - 0.0% 2,332 1,958
Software & other intangible
assets - - 0.0% 46
Total - - - - - - 0.0% 1,283,607 1,282,252
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APPROPRIATION STATEMENT

Detail per programme 4 - Public Works Programme

for the year ended 31 March 2006

2005/06 2004/05
Programme per subprogramme Adj Shifting of Virement Final Actual Variance I.Exp as % of Final Actual
Approp Funds Approp Exp final approp Approp Exp
R'000 R'000 R'000 R'000 R'000 R'000 % R'000 R'000
Programme Office Support
Current payment 12,493 12,493 26,768 (14,275) 214.3% 33,175 29,264
Transfers and subsidies 52 52 57 ) 109.6% 97 -72
Payment for capital assets 54,781 54,781 35,194 19,587 64.2% 25,102 20,692
Poverty Eradication
Current payment - - 0.0% 5
Transfers and subsidies - - 0.0%
Payment for capital assets - 0.0%
Emerging Contractor Development
Current payment - - 0.0% 30
Transfers and subsidies - - 0.0%
Payment for capital assets - 0.0%
Total 67,326 67,326 62,019 5,307 92.1%] 58,374 49,919
2005/06 2004/05
Economic classification Adj Shifting of Virement| Final Actual Variance I.EXP as % of Final Actual
Approp Funds Approp Exp final approp Approp Exp
R'000 R'000 R'000 R'000 R'000 R'000 % R'000 R'000
Current
Compensation of employees 7,124 7,124 7,326 (202) 102.8% 7,152 6,521
Goods and services 5,369 5,369 19,442 (14,073) 362.1% 26,023 22,762
Transfers & subsidies
Provinces & municipalities 10 10 24 (14) 240.0% 7 20
Households 42 42 33 9 78.6% 90 -76
Capital
Buildings & other fixed structures 54,392 54,392 34,893 19,499 64.2% 25,018 20,692
Machinery & equipment 389 389 301 88 77.4% 84
Total 67,326 67,326 62,019 5,307 92.1%] 58,374 49,919
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45 NOTESTO THE APPROPRIATION STATEMENT for theyear ended 31 March 2006

1. Detail of transfers and subsidies as per Appropriation Act (after Virement):

Detail of these transactions can be viewed in note 7 (Transfers and subsidies) and
Annexure 1 (A-C) to the annual financial statements.

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

3. Detail on financial transactions in assets and liabilities
No detail of these transactions per programme as no movement in these accounts.

4. Explanations of material variances from Amounts Voted (after virement):
41 Per programme:

Final Actual Variance Variance as a %
Appropriation Expenditure of Final Approp.
R’000 R’000 R’000 %
Programme name
Administration 144,348 147,148 -2,800 -2%

Administration is overspent by R 2,765 due to payment of legal fees to Department of Justice.

Programme name
Public Works 310,495 305,253 5,242 2%

The undespending of R 5, 242 relates to critical posts that were not filled during the year due to
scarce skills in the engineering profession.

Programme name

Public Works 67326 62019 5307 8%
Programme

The underspending of R5,307 relates to projects delayed as a result of the introduction of the
learnership system in the implementation of Expanded Public Works Programme Projects.

4.2 Per economic classification: R'000
Current expenditure
Compensation of employees 7,094
Goods and services -33,254
Transfers and subsidies
Provinces and municipalities 15,244
Households -1,738
Payments for capital assets
Buildings and other fixed structures 19,670
Machinery and equipment 700
Software and other intangible assets 33
Total 7,749
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4.6 STATEMENT OF FINANCIAL PERFORMANCE for theyear ended 31 March 2006

Note 2005/06 2004/05
R'000 R'000

REVENUE
Annual appropriation 1. 521,435 1,821,131
Statutory appropriation 2. 734 662
Departmental revenue 3. 5,459 1,367
Local and foreign aid assistance 4. 4,308 -
TOTAL REVENUE 531,936 1,823,160
EXPENDITURE
Current expenditure
Compensation of employees 5. 226,440 395,862
Goods and services 6. 233,710 487,540
Local and foreign aid assistance 4. 32 457
Total current expenditure 460,182 883,859
Transfers and subsidies 7. 16,837 45,529
Expenditure for capital assets
Buildings and other fixed structures 8. 35,108 874,357
Machinery and Equipment 8. 1,953 5,317
Software and other intangible assets 8. 372 55
Local and foreign aid assistance 4. 2,845 -
Total expenditure for capital assets 40,278 879,729
TOTAL EXPENDITURE 517,297 1,809,117
SURPLUS/(DEFICIT) 14,639 14,043
Add back unauthorised expenditure 9. 26,781 326
Add back fruitless and wasteful expenditure 10. 9,146 15,353
SURPLUS/(DEFICIT) FOR THE YEAR 50,566 29,722
Reconciliation of Net Surplus/(Deficit) for the year
Voted Funds to be surrended to Revenue Fund 14. 43,676 28,812
Departmental revenue to be surrendered to Revenue Fund 15. 5,459 1,367
Local and foreign aid assistance 4. 1,431 (457)
SURPLUS/(DEFICIT) FOR THE YEAR 50,566 29,722
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4.7 STATEMENT OF FINANCIAL POSITION at 31 March 2006

Note 2005/06 2004/05
R'000 R'000
ASSETS

Current assets 229,154 193,437
Unauthorised expenditure 9. 193,513 166,732
Fruitless and wasteful expenditure 10. 29,654 20,508
Cash and cash equivalents 11. - 4,810
Prepayments and advances 12. 3,161 -
Receivables 13. 2,826 1,387
TOTAL ASSETS 229,154 193,437

LIABILITIES
Current liabilities 229,154 193,437
Voted funds to be surrendered to the Revenue Fund 14. 43,676 163,284
Departmental revenue to be surrendered to the Revenue Fund 15 5,444 21,725
Bank overdraft 16. 175,562 -
Payables - current 17. 458 5,845
Local and foreign aid assistance 4. 4,014 2,583
TOTAL LIABILITIES 229,154 193,437
NET ASSETS - -
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4.8 CASH FLOW STATEMENT for theyear ended 31 March 2006

Note

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts
Annual appropriated funds received 1.1
Statutory appropriated funds received
Departmental revenue received
Local and Foreign aid assistance received 4.

Net (increase)/ decrease in working capital

Surrendered to Revenue Fund

Current payments

Transfers and subsidies paid

Net cash flow available from operating activities 18.
CASH FLOWS FROM INVESTING ACTIVITIES

Payments for capital assets

Net cash flows from investing activities

Net increase/ (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period 19.
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2005/06 2004/05
R'000 R'000
539,894 1,836,932
521,435 1,821,131
734 662
13,417 15,139
4,308 -
(19,133) (21,572)
(192,982) (13,457)
(451,036) (868,506)
(16,837) (45,529)
(140,094) 887,868
(40,278) (879,729)
(40,278) (879.,729)
(180,372) 8,139
4,810 (3,329)
(175,562) 4,810




4.9 NOTESTO THE ANNUAL FINANCIAL STATEMENTSfor theyear ended 31 March 2006

1. Annual Appropriation

1.1 Annual Appropriation
Included are funds appropriated in terms of the Appropriation Act for Provincial Departments
Funds not Appropriation

Final Actual Funds requested/ Received
Appropriation Received not received 2004/05
Programmes R'000 R'000 R'000 R'000
Administration 143,614 143,614 - 180,081
Public Works 310,495 310,495 - 299,069
Roads Infrastructure - - 1,283,607
Public Works Programme 67,326 67,326 - 58,374
Total 521,435 521,435 - 1,821,131
2005/06 2004/05
Note R'000 R'000

1.2 Conditional grants
Total grants received ANNEXURE 1A - 609,002
Provincial Grants included in Total grants received 609,022

2. Statutory Appropriation
Member of executive committee/parliamentary officers 734 662
Total 734 662
Actual Statutory Appropriation received 734 662

3. Departmental revenue to be surrendered to Revenue Fund

Tax revenue - -
Sales of goods and services other than capital assets 3.1 7,594 11,817

Fines, penalties and forfeits - -
Interest, dividends and rent on land 3.2 1 -
Financial transactions in assets and liabilities 3.3 5,822 3,322
Total revenue collected 13,417 15,139
Less: Departmental revenue budgeted * 18 7,958 13,772
Total 5,459 1,367
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3.1

3.2

3.3

NOTESTO THE ANNUAL FINANCIAL STATEMENTS
for theyear ended 31 March 2006

Sales of goods and services other than capital assets

Sales of goods and services produced by the department
Sales by market establishment

Sales of scrap, waste and other used current goods

Total

Interest, dividends and rent on land
Rent on land
Total

Financial transactions in assets and liabilities
Nature of loss recovered

Loans

Receivables

Other receipts including recoverable revenue
Total

4. Local and foreign aid assistance

41

Assistance received in cash from RDP
Local
Opening Balance
Revenue
Expenditure
Current
Capital
Closing Balance

Total
Opening Balance
Revenue
Expenditure
Current
Capital
Closing Balance

Analysis of balance

Local and foreign aid receivable

Local and foreign aid unutilised

Local foreign aid payable to RDP fund/donors
Closing balance
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Note

2005/06 2004/05
R'000 R'000
7.594 -
| 7.594 | | - |
7,594 :
1
1 -
5,822
3,322
5,822 3,322
2,583 3,040
4,308
2877 457
32 457
2.845 -
4,014 2,583
2,583 3,040
4,308 -
2877 457
32 457
2.845 -
4,014 2,583
4,014 2,583
4,014 2,583




NOTESTO THE ANNUAL FINANCIAL STATEMENTS
for theyear ended 31 March 2006

5. Compensation of employees

5.1

5.2

Salaries and wages

Basic salary

Performance award

Service Based
Compensative/circumstantial
Other non-pensionable allowances
Total

Social contributions

5.2.1 Employer contributions
Pension

Medical

Bargaining council

Insurance

Total

5.2.2 Post retirement benefits
Total

Total compensation of employees
Average number of employees

6. Goods and services

Advertising

Bank charges and card fees

Bursaries (employees)

Communication

Computer services

Consultants, contractors and special services
Entertainment

External audit fees

Equipment less than R5 000

Inventory

Legal fees

Maintenance, repair and running costs
Operating leases

Professional bodies and membership fees
Resettlement costs

Owned and leasehold property expenditure
Transport provided as part of the departmental activities
Travel and subsistence

Venues and facilities

Protective, special clothing & uniforms
Training & staff development

Total
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Note 2005/06 2004/05
R'000 R'000
160,556 285,944
7,328 5,647
462 687
1,809 2,968
22,925 33,118
193,080 328,364
20,617 42,863
12,678 24,446
63 189
2 -
33,360 67,498
226,440 395,862
2,153 5,040
568 455
57 113
- 1,490
5,892 9,961
2,093 1,859
110,142 329,948
667 807
6.1 1,899 2,766
57 -
6.2 6,103 19,385
2,945 71
- 12,324
60,945 57,090
- 5
309 979
17,577 14,467
8,382 14,829
6.3 13,102 13,709
113 6,735
- 52
2,859 495
233,710 487,540




7.

8.

NOTESTO THE ANNUAL FINANCIAL STATEMENTS
for theyear ended 31 March 2006

6.1 External audit fees
Regulatory audits
Performance audits
Other audits
Total external audit fees

6.2 Inventory

Construction work in progress

Other inventory

Domestic Consumables
Fuel, oil and gas

Other consumables

Parts and other maint mat
Stationery and Printing

Road construction and supplies

Total Inventory

6.3 Travel and subsistence
Local
Foreign

Total travel and subsistence

Transfers and subsidies

Provinces and municipalities

Households

Note

ANNEXURE 1B
ANNEXURE 1C

Unauthorised expenditure approved by Parliament

Total

Expenditure on capital assets

Buildings and other fixed structures

Machinery and equipment

Software and other intangible assets

Total

ANNEXURE 4
ANNEXURE 4
ANNEXURE 5
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2005/06 2004/05
R'000 R'000

1,866 2,071
4 664
29 31
1,899 2,766
3 310
2,015 -
1,316 1,837
29 11,232
(201) 594
2,941 3912
- 1,464
- 36
6,103 19,385
13,102 13,675
- 34
13,102 13,709
5,262 5,412
11,575 40,117
16,837 45529
35,108 874,357
1,953 5,317
372 55
37,433 879,729




NOTESTO THE ANNUAL FINANCIAL STATEMENTS
for theyear ended 31 March 2006

2005/06 2004/05
9. Unauthorised expenditure Note R'000 R'000
9.1 Reconciliation of unauthorised expenditure
Opening balance 166,732 166,406
Unauthorised expenditure — current year 26,781 326
Unauthorised expenditure awaiting authorisation 193,513 166,732
Analysis of current unauthorised expenditure
Incedent Total
Administration - Ovespending due to legal fees paid to Justice 3,217
Public Works - Under spend on Tranfers, subsidies. Overspend on curr expens 9,285
Public Works Programme - Underspend on capital and overspend on current 14,279
26,781
10. Fruitless and wasteful expenditure
10.1 Reconciliation of fruitless and wasteful expenditure
Opening balance 20,508 5,155
Fruitless and wasteful expenditure — current year 9,146 15,353
Current 9,146 15,353
Capital
Fruitless and wasteful expenditure awaiting condonement 29,654 20,508
Analysis of current fruitless and wasteful expenditure
Incident Disciplinary steps taken/criminal proceedings
Interest on overdue account after litigation 534
Security and rates cost for Amatole building under utilised 411
Lease overpayments 8201
Total 9,146
11. Cash and cash equivalents
Consolidated Paymaster General Account 4,810
Total - 4,810
12. Prepayments and advances
Advances paid to other entities 3,161 -
Total 3,161 -
13. Receivables
Less than One to three  Older than
one year years three years Total Total
R'000 R'000 R'000 R'000 R'000
Households 13.1 - - -
Private enterprises 13.2 74 74 73
Staff debtors 13.3 1,835 1,835 873
Other debtors 134 (719) (719) 441
Claims recoverable Annex 6 1,636 1,636
Total 2,826 - - 2,826 1,387
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NOTESTO THE ANNUAL FINANCIAL STATEMENTS

for theyear ended 31 March 2006

13.1 Households and non profit institutions
Total

13.2 Private enterprises
Telephone
Total

13.3 Staff debtors
Clearing Accounts
Staff debtors
Total

2005/06 2004/05
R'000 R'000
74 73
74 73
368 873
1,467
1,835 873

An amount of R1,638m in staff debtors is considered to be irrecoverable that relates to debts of ex employees.

13.4 Other Debtors
Hlumisa
Clearing accounts
Total

14. Voted funds to be surrendered to the Revenue Fund

Opening balance

Transfer from Statement of Financial Performance
Voted funds not requested/not received

Paid during the year

Closing balance

14.1 Voted funds not requested/not received
Funds to be rolled over
Funds not to be requested

15. Departmental revenue to be surrendered to the Revenue Fund

Opening balance

Transfer from Statement of Financial Performance
Departmental revenue budgeted *

Paid during the year

Closing balance

16. Bank overdraft

Consolidated Paymaster General Account
Total
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53 441
(772)
(719) yvE
163,284 134,472
43,676 28,812
14.1 - -
(163,284)
73,676 163,284
21,725 20,043
5,459 1,367
3 7,958 13,772
(29,698) (13,457)
5 444 21,725
175,562
175,562 -




NOTESTO THE ANNUAL FINANCIAL STATEMENTS

for theyear ended 31 March 2006

17. Payables - current

171

17.2

17.3

18. Net cash flow available from operating activities

19. Cash and cash equivalents at end of period

Description

Amounts owing to

other entities

Advances received 17.1
Clearing accounts 17.2
Other payables 17.3
Total

Advances received
Other departments
Other Institutions
Total

Clearing accounts
Description

Salaries and other deductions
Total

Other payables
Advance from national departments
Total

Net surplus/(deficit) as per Statement of Financial Performance
(Increase)/decrease in receivables — current

(Increase)/decrease in prepayments and advances

(Increase)/decrease in other current assets
Increase/(decrease) in payables — current

Surrenders to revenue fund
Expenditure on capital assets
Budgeted revenue

Net cash flow generated by operating activities

Consolidated Paymaster General Account

Total

2005/06 2004/05
30 Days 30+ Days Total Total
R'000 R'000 R'000 R'000
- 5,316
157 157 -
301 301 458
- 71
458 - 458 5,845
43 -
114 -
157 -
301 458
301 458
71
- 71
2005/06 2004/05
Note R'000 R'000
50,566 29,722
(1,439) 1,116
(3,161) -
(35,927) (15,679)
(5,387) (7,335)
(192,982) (13,457)
40,278 879,729
7,958 13,772
(140,094) 887,868
(175,562) 4,810
(175,562) 4,810
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20.

21.

22.

23.

DISCLOSURE NOTESTO THE ANNUAL FINANCIAL STATEMENTS
for theyear ended 31 March 2006

Contingent liabilities

Liable to Nature

Motor vehicle guarantees Employees
Housing loan guarantees Employees

Claims against the department

Other departments unconfirmed balance

Total

Commitments

Current expenditure
Approved and contracted
Approved but not yet contracted

Capital expenditure
Approved and contracted
Approved but not yet contracted

Total Commitments

Accruals

By economic classification
Goods and services

Transfers and subsidies

Buildings and other fixed structures
Machinery and Equipment

Total

Listed by programme level
Administration

Public Works

Roads Infrastructure

Public Works Programme
Total

Employee benefit provisions

Leave entitlement
Thirteenth cheque
Performance awards
Capped leave commitments
Total

2005/06 2004/05
Note R'000 R'000
ANNEXURE 2 233 233
ANNEXURE 2 8,859 9,028
ANNEXURE 3 50,858 5,703
ANNEXURE 7 2,007 -
61,957 14,964
7,582 40,694
6,100
13,682 40,694
- 622,965
- 485
- 623,450
13,682 664,144
30 Days 30+ Days Total Total
R'000 R'000 R'000 R'000
12,917 - 12,917 39,857
- - - 92
- - - 63,546
- - - 53
12,917 12,917 103,548
6,054 11,656
6,564 15,263
- 70,911
299 5718
12,917 103,548
92,478 164,674
7,062 12,644
7,311 1,502
7,508
114,359 178,820
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24,

25.

26.

27.

DISCLOSURE NOTESTO THE ANNUAL FINANCIAL STATEMENTS
for theyear ended 31 March 2006

Lease Commitments

Buildings & Machinery

other fixed and
Land structures equipment Total Total
24.1 Operating leases R'000 R'000 R'000 R'000 R'000
Not later than 1 year 9,842 5,936 15,778 16,647
Later than 1 year and not
later than 5 years 13,661 6,703 20,364 14,377
Later than five years 2,061 5,763 7,824 4818
Total present value of
lease liabilities 25,564 18,402 43,966 35,842
24.2 Finance leases
Total value of finance - - - - -
leases
2005/06 2004/05
Note R'000 R'000
Receivables for departmental revenue
Sales of goods and services other than capital assets 4,533 -
Irrecoverable Debt (2,700)
Total 1,833 -
Irregular expenditure
26.1 Reconciliation of irregular expenditure
Opening Balance 107,735 56,672
Irregular expenditure — current year 1,487 51,063
Amounts condoned - -
Irregular expenditure awaiting condonement 109,222 107,735
Analysis
Current 1,487 51,063
Prior years 107,735 56,672
Total 109,222 107,735
Key management personnel
The aggregate compensation of the senior management of the department
showing separately major classes of key management personnel and the respective
benefits according to the headings indicated for the current and comparative period.
No of Total Total
Description Individuals R'000 R'000
Officials
Level 15to 16 179 435
Level 14 1,111 1,498
Total 1,290 1,933
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ANNEXURE 1B

STATEMENT OF UNCONDITIONAL GRANTS AND TRANSFERS TO MUNICIPALITIES
FOR THE YEAR ENDED 31 MARCH 2006

GRANT ALLOCATION TRANSFER SPENT 2004/05
NAME OF "A.;of % of available
MUNICIPALITY Available | Amount Amount | funds spent
Roll Total Actual Funds | received by | spent by by Total
Amount | Overs |Adjustments| Available | Transfer | Transferred | municipality | municipality | municipality | Available
R'000 R'000 R'000 R'000 R'000 % R'000 R'000 % R'000
Buffalo City 15,239 15,239 0.0% - 0.0% 1,200
Nelson Mandela 3,341 3,341 3,340 100.0% 3,340 3,340 100.0% 1,800
Cacadu - - 0.0% 175
Ukhahlamba District - - 5 5 5 100.0% 30
Chris Hani 85 85 91 107.1% 91 91 100.0% 179
Amatole District 398 398 324 81.4% 324 324 100.0% 429
Alfred Nzo District 66 66 64 97.0% 64 64 100.0% 146
Kei District 9 9 192 193.9% 192 192 100.0% 300
Claims against state 1,217 1,217 1,246 97.6% 1,246 1,246 100.0% 1,153
Provincial Departments
20,505 20,505 5,262 5,262 5,262 5412
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ANNEXURE 1C

STATEMENT OF TRANSFERS/SUBSIDIES TO HOUSEHOLDS

FOR THE YEAR ENDED 31 MARCH 2006
TRANSFER ALLOCATION EXPENDITURE 2004/05
HOUSEHOLDS
Adjusted % of Final
Appropriation Total Actual Available | Appropriation
Act Roll Overs | Adjustments | Available Transfer Transferred Act
R'000 R'000 R'000 R'000 R'000 % R'000
Social Benefits 6,867 6,867 8,630 125.7% 28,952
Bursaries - Non Emplovees 2,970 2,970 2,945 99.2% 3,656
9.837 - - 9.837 11,575 32,608
Total 9,837 - 9,837 11,575 32,608

104



ANNEXURE 2

STATEMENT OF FINANCIAL GUARANTEES ISSUED AS AT 31 MARCH 2006 - LOCAL
FOR THE YEAR ENDED 31 MARCH 2006

Original Guarantees | Guaranteed
Guaranteed |  Opening released/paidic| interest Closing
capital Balance | Guarantees |ancelledireduc| outstanding | Balance Realised
issued during| ed during the as at 31 losses not
. amount 01/04/2005 the year year March 2006 | 31/03/2006 | recoverable
Guarantee in
Guarantor institution respect of R’000 R’000 R’000 R’000 R’000 R’000 R’000
Motor Vehicles
Stannic Motor Vehicles 233 233
233 - - 233
Housing
ABSA Housing 10,113 2,023 187 252 1,958
African Bank Housing 1,550 310 - - 310
FNB Housing 4,978 996 - 996
MEEG Bank Housing 2,275 455 - 22 433
Nedbank Housing 2,024 404 36 110 330
Peoples Bank Housing 11,049 2,211 80 266 2,025
Standard Bank Housing 7,231 1,446 331 52 1,725
S.A Home Loans Housing 202 40 - - 40
GBS Mutual Housing 53 1 1
Future Bank Housing 341 68 68
Green Start Bank Housing 47 9 - - 9
Old Mutual Housing 5,280 1,055 8 126 937
First National Bank Housing - - 48 31 17
45,143 9,028 690 859 8,859
Totals 45,143 9,261 690 859 9,092
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ANNEXURE 3

STATEMENT OF CONTINGENT LIABILITIES AS AT 31 MARCH 2006

Opening Liabilities Liabilities Closing
Nature of Liability Balance Liabilities incurred during the | paid/cancelled/reduced during | recoverable(Provide | Balance
01/04/2005 year the year details hereunder) | 31/03/2006
R’000 R’000 R’000 R’000 R’000
Claims against the department
Claims against the department 5,703 45,155 50,858
5,703 45,155 50,858
Total | 5,703 | 45,155 | -| 50,858 |
Opening Closing
Nature of Liabilities recoverable Balance Details of Liability and Recoverability Movement during Balance
01/04/2005 year 31/03/2006
R’000 R’000 R’000
Claims against the department
Total -
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ANNEXURE 4
CAPITAL TANGIBLE ASSET MOVEMENT SCHEDULE FOR THE YEAR ENDED 31 MARCH 2006

Opening Closing
balance Additions Disposals balance
R’000 R’000 R’000 R’000
BUILDING AND OTHER AXED STRUCTURES 2,416,458 35,108 2,327,496 124,070
Non-residential buildings 88,962 0 0 88,962
Other fixed structures 2,327,496 35,108 2,327,496 35,108
MACHINERY AND EQUIPMENT 20,266 1,953 15,663 6,556
Transport assets 13,170 0 13,170 0
Computer equipment 4,381 0 741 3,640
Furniture and Office equipment 2,715 1,953 1,752 2,916
TOTAL CAPITAL ASSETS 2,436,724 37,061 2,343,159 130,626
ANNEXURE 4.1
ADDITIONS MOVEMENT SCHEDULE FOR THE YEAR ENDED 31 MARCH 2006
Cash In-Kind Total
R’000 R’000 R’000
BUILDING AND OTHER AXED STRUCTURES 35,108 0 35,108
Other fixed structures 35,108 | 35,108|
MACHINERY AND EQUIPMENT 1,953 0 1,953
Furniture and Office equipment 1,953 | 1,953
TOTAL CAPITAL ASSETS 37,061 0 37,061
ANNEXURE 4.2
DISPOSALS MOVEMENT SCHEDULE FOR THE YEAR ENDED 31 MARCH 2006
Cost/Carrying Cash Profit/(loss)
Amount on Disposal
R’000 R’000 R’000
BUILDING AND OTHER AXED STRUCTURES 2,327,496 - (2,327,496)
Other fixed structures 2327496 | (2,327,496)|
MACHINERY AND EQUIPMENT 15,663 - (15,663)
Transport assets 13170 (13,170)
Computer equipment 741 (741)
Furniture and Office equipment 1752 (1,752)
TOTAL CAPITAL ASSETS 2,343,159 - (2,343,159)
ANNEXURE 4.3
CAPITAL TANGIBLE ASSET MOVEMENT SCHEDULE FOR THE YEAR ENDED 31 MARCH 2005
Total
Additions Disposals Movement
R’000 R’000 R’000
BUILDING AND OTHER AXED STRUCTURES 874,357 0 874,357
Non-residential buildings 36,230 36,230
Other fixed structures 838,127 838,127
MACHINERY AND EQUIPMENT 5,317 0 5,317
Transport assets 1,339 1,339
Specialised military assets 3,978 3,978
TOTAL CAPITAL ASSETS 879,674 0 879,674
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ANNEXURE 5
CAPITAL INTANGIBLE ASSET COST MOVEMENT SCHEDULE FOR THE YEAR ENDED 31 MARCH 2006

Opening Closing

balance Additions Disposals balance

R’000 R’000 R’000 R’000

Computer Software | 528 372 473 427 |
TOTAL 528 372 473 427

ANNEXURE 5.1
ADDITIONS MOVEMENT SCHEDULE FOR THE YEAR ENDED 31 MARCH 2006

Cash In-Kind Total

R’000 R’000 R’000
Computer Software 372 | 372 |
TOTAL 372 - 372

ANNEXURE 5.2
DISPOSALS MOVEMENT SCHEDULE FOR THE YEAR ENDED 31 MARCH 2006

Cost/Carrying Profit/loss
Amount Cash on Disposal
R’000 R’000 R’000
Computer Software | 473 | 473 |
TOTAL 473 - 473
ANNEXURE 5.3
CAPITAL INTANGIBLE ASSET MOVEMENT SCHEDULE FOR THE YEAR ENDED 31 MARCH 2005
Total
Additions Disposals Movement
R’000 R’000 R’000
BUILDING AND OTHER FIXED STRUCTURES
Computer Software | 55 | 55 |
TOTAL 55 - 55
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ANNEXURE 6

INTER-GOVERNMENTAL RECEIVABLES

AT 31 MARCH 2006

Confirmed balance Unconfirmed balance Total
Government Entity 31/03/2006 | 31/03/2005 | 31/03/2006 | 31/03/2005 | 31/03/2006 | 31/03/2005
R’000 R’000 R’000 R’000 R’000 R’000
Department
Education 50 6,693 6,743 0
Office of the Premier 9 9 0
Public works 1,377 9 1,386
Social Development 200 9 209 0
Health 69 69 0
1,636 0 6,780 8,416 0
TOTAL 1,636 0 6,780 8,416 0
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ANNEXURE 7

INTER-DEPARTMENTAL PAYABLES - CURRENT

AT 31 MARCH 2006

GOVERNMENT ENTITY

Confirmed balance

Unconfirmed balance

TOTAL

31/03/2006

31/03/2005

31/03/2006

31/03/2005

31/03/2006

31/03/2005

R’000

R’000

R’000

R’000

R’000

R’000

Department

Amounts not included in
Statement of financial position
Current

Justice

Subtotal

Total

Amounts included in Statement
of financial position

Current

Other deduction

Subtotal

Total

5,316

2,007

2,007

2,007

0

2,007

2,007

5316

5,316
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PART 5: HUMAN RESOURCE MANAGEMENT
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PART 50 HUMAN RESOURCE MANAGEMENT

The statistics and information published in this part of the annual report are required in terms of regulation of
the Public Service Regulations (section |11, J.3) and have been prescribed by the Minister for the Public Service
and Administration for al government departments within the Public Service.

The statistical tables provide high-level information on key human resource issues. The information aimsto
empower legislatures, the media, the public and other key stakeholders to monitor whether departments:

Are exercising the powers granted under Public Service and Public Finance legislationin a
responsible manner.

Are achieving national transformation priorities established by the Cabinet, for example,
affirmative action.

51 Expenditure

Departments budget in terms of clearly defined programmes. The following tables summarise final audited
expenditure by programme (Table 1.1) and by salary bands (Table 1.2). In particular, it provides an
indication of the amount spent on personnel costs in terms of each of the programmes or salary bands within
the department.

TABLE 1.1 — Personnel costs by programme, 2005/06

N Professional Personnel  |Average
Total Personnel  [Training . |cost asa per sonnel
. . ] and Special
Programme |Expenditure |Expenditure|Expenditure Services percent of |cost per
(R’000) (R’000) (R’000) (R’000) total _ employee
expenditure |(R’000)
Program 1 146,379 83,317 5,522 11,892 57% 130
Program 2 305,253 135,028 282 75,350 44% 92
Program 3 62,019 7,326 0 52,989 12% 140
Program 4 0 0 0 0 0
Total 513,651 225,671 5,804 140,231 44% 105
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TABLE 1.2 — Personnel costs by salary bands, 2005/06

Per sonnel o Aver age per sonnel
: o of total
Salary bands Expenditure Per sonnel cost cost per employee
(R’000) (R’000’ 000)
Lower Skilled (level 1-2) 51,596 22.78 23
Skilled (level 3-5) 25,296 11.17, 12
Highly Skilled production
(level 6-8) 105,557 46.62 43
Highly Skilled supervision
(level 9-12) 34,781 15..34 16
Senior and Top mgmt (level 13-
16) 9,210 4.02 5
Total 226,440 100 105

The following tables provide a summary by programme (Table 1.3) and salary bands (Table 1.4), of expenditure
incurred as aresult of salaries, overtime, homeowner’ s allowances and medical aid. In each case, the table
provides an indication of the percentage of the personnel budget that was used for these items.

TABLE 1.3 — Salaries, Overtime, Home Owners Allowance and Medical Aid by programme, 2005/06

Salaries Overtime Home Owners Medical Aid
Allowance
Program % of % of % of % of

me  |Amount |personnel |Amount|personnel [Amount [personnel|/Amount |per sonnel

(R'000) [costsof |(R’000) [costsof |(R'000) |costsof |(R’000) |costs of

program program program program

Program 1 56162 66.68 133 0.16| 1163 1.38 4219 5.36
Program 2 99150, 73.43 6 0 1836 1.36) 8101 6
Program 3 5247 71.62 0 0 112 1.53 317 4.33
Program 4 0 0 0 0 0 0 0 0
Total 160559 66.7 139 0.1 3111 1.37] 12637 5.58
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TABLE 1.4 — Salaries, Overtime, Home Owners Allowance and Medical Aid by salary bands, 2005/ 06

Home Owners
Salaries Overtime Allowance Medical Aid
Salary |Amount (% of Amount (% of Amount (% of Amount (% of
Bands |(R'000) |personnel |(R'000) |personnel |(R'000) |personnel|(R'000) [personn
costs of costs of costs of el costs
salary salary salary of
bands bands bands salary
bands
Lower
Skilled 37521 68 46 0.1 929 1.7, 3810 6.9
Skilled 18263 68.9 85 0.3 432 16 1721 6.5
Highly
Skilled
Productio
n 74845 67 9 0 1400 1.3 5650 51
Highly
Skilled
Supervisio
n 24377 5.2 0 0 292 0.8 1189 3.2
Senior and
Top
Managem
ent 5553 55.9 0 0 58 0.7 267 3
Total 160559 70.9 140 0 3111 1.37] 12637 5.58

52 Employment and Vacancies

Thetablesin this section summarise the position with regard to employment and vacancies.

The following tables summarise the number of posts on the establishment, the number of employees, the
vacancy rate, and whether there are any staff that are additional to the establishment. Thisinformationis
presented in terms of three key variables. - programme (Table 2.1), salary band (Table 2.2) and critical
occupations (Table 2.3). Departments have identified critical occupations that need to be monitored. Table 2.3
provides establishment and vacancy information for the key critical occupations of the department.

Interms of current regulations, it is possible to create a post on the establishment that can be occupied by more
than one employee. Therefore, the vacancy rate reflects the percentage of posts that are not filled.
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TABLE 2.1 — Employment and vacancies by programme, 31 March 2006

Number of posts

Number of filled (including Number of

postson . L \acancy officials additional
Programme officials additional

approved Rate (%) tothe

structure . the. establishment

establishment)
Programme 1 724 491 32.2 37
Programme 2 1655 1407 15 70
Programme 3 49 42 14.3 0
Programme 4 0 0 0 0
Total 2428 1940 20.]] 107
TABLE 2.2 — Employment and vacancies by salary bands, 31 March 2006

Number of Vacancy Number of

Salary band posts on Number of posts Rat officials additional
ary ban . ate

approved filled (%) tothe

structure establishment
Lower Skilled 1163 945 18.7 94
Skilled 472 388 17.8 7
Highly Skilled
Production 625 473 24.3 4
Highly Skilled
Supervision 145 118 18.6 1
Senior and Top
Management 23 16 30.4 1
Total 2428 1940 20.1] 107
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TABLE 2.3 — Employment and vacancies by critical occupation, 31 March 2006

Critical
occupations

Number of posts
(funded posts

only)

Number of posts
filled

Vacancy Rate
(%)

Number of
employees
additional tothe
establishment

Appraisers-
valuers and
related
professionals,
Permanent

Communication
and information
related,
Permanent

11

18.2

Engineering
sciences related,
Permanent

85

68

20

Engineers and
related
professionals,
Permanent

33.3

Financial and
related
professionals,
Permanent

27

20.6

I nspectors of
apprentices
works and
vehicles,
Permanent

102

94

7.8

Other
information
technology
personnel.,
Permanent

33.3

Quantity
surveyors & rela
prof not class
elsewhere,
Permanent

2

1

50

0

Senior managers,
Permanent

24

16

33.3

1

TOTAL

271

224

17.34

3

The information in each case reflects the situation as at 31 March 2006. For an indication of changesin staffing

patterns over the year under review, please refer to section 5 of thisreport.
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53 Job Evaluation

The Public Service Regulations, 1999 introduced job evaluation as away of ensuring that work of equal valueis
remunerated equally. Within a nationally determined framework, executing authorities may evaluate or re-
evaluate any job in hisor her organisation. In terms of the Regulations all vacancies on salary levels 9 and
higher must be evaluated before they are filled. This was complemented by a decision by the Minister for the
Public Service and Administration that all SMS jobs must be evaluated before 31 December 2002.

Thefollowing table (Table 3.1) summarises the number of jobs that were evaluated during the year under
review. The table also provides statistics on the number of posts that were upgraded or downgraded.

TABLE 3.1 —Job Evaluation, 1 April 2005 to 31 March 2006

Number Number of % of posts Posts Upgraded Posts downgraded

of posts  Jobs evaluated  Number % of posts Number % of posts
Evaluated by salary evaluated evaluated
bands
Lower skilled 1163 0 0 0 0 0 0
Skilled 472 0 0

Highly 625 15 2.4 0 0 0 0
skilled

production

Highly 145 37 25,5 0 0
skilled

supervision

Senior 19 5 26,3 0 0 0 0
Management

Service

Bands A

Senior 3 0 0 0 0 0 0
Management

Service

Bands B

Senior 1 0 0 0 0 0 0
Management

Service

Bands C

Senior 0 0 0 0 0 0 0
Management

Service

Bands D

Total 2428 57 2,3 0 0 0 0

o
o
o
o
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The following table provides a summary of the number of employees who's own positions were upgraded due
to their post being upgraded. The number of employees might differ from the number of posts upgraded since
not all employees are automatically absorbed into the new posts and some of the posts upgraded could also be
vacant.

TABLE 3.2 — Profile of employees whose positions were upgraded due to their posts being upgraded, 1 April
2005 to 31 March 2006

Beneficiaries African Asian Coloured White  Total

Female - - - - -
Male - - - - -
Total - - - - -
Employees with a disability -

The following table summarises the number of cases where remuneration bands exceeded the grade determined
by job evaluation. Reasons for the deviation are provided in each case.

TABLE 3.3 — Employees who have been granted higher salaries than those determined by job evaluation, 1
April 2005 to 31 March 2006

Occupation Number of Job Remuneratio Reason for
employees  evaluation  nlevel deviation
level

Deputy Chief 1 11 12 Retention measure

Engineer in terms of PSR
V.C3

Control Works 1 9 10 Retention measure

I nspector in terms of PSR
V.C3

Assistant 1 9 10 Retention measure

Manager: HR in terms of PSR
V.C.3

Total Number of Employees whose remuner ation exceeded the grade 3

determined by job evaluation in 2004/ 05

Per centage of total employment 0.15%
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Table 3.4 summarises the beneficiaries of the above in terms of race, gender, and disability.

TABLE 3.4 — Profile of employees who have been granted higher salary bands than those determined by job
evaluation, 1 April 2005 to 31 March 2006

Beneficiaries African
Female

Male

Total

Employees with a disability

54 Employment Changes

Asian Coloured

White Total

This section provides information on changes in employment over the financial year. Turnover rates provide an
indication of trendsin employment profile of the department. The following tables provide a summary of
turnover rates by salary band (Table 4.1) for critical occupations (Table 4.2). (These "critical occupations'
should be the same as those listed in Table 2.3)

TABLE 4.1 — Annual turnover rates by salary band

Salary Band Appointmentsand Terminations  [Turnover rate

transfersintothe |and transfers

department out of the

department

Lower skilled 0 97 9.8
Skilled 0 21 6.3
Highly Skilled Production 16 36 5
Highly Skilled supervision 10 10 8
Senior Management Service
Bands A 1 1 7.7
Senior Management Service
Bands B 0 0 0
Senior Management Service
Bands C - - 0
Senior Management Service
Bands D - - -
Total 27 165 7.6
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TABLE 4.2 — Annual turnover rates by critical occupation

Occupation

Appointments
and transfers

Terminations
and transfers

Turnover rate

Occupation

out of the
department

intothe
department

Appraisers
valuers and
related
professionals,
Permanent 0 1 0 0

Communication
and information
related,

Permanent 2 2 0 0

Engineering
sciences related,
Permanent

29 5 4 13.8

Engineers and
related

professionals,
Permanent 9 2 0 0

Finance and
€conomics
related,
Permanent 1 0 0 0

Quantity
surveyors & rela
prof -Permanent 2 0 0 0

Table 4.3 identifies the major reasons why staff left the department. Figures are also provided for the previous
three years for comparative purposes.

Table 4.3 — Reasons why staff are leaving the department

Termination Type Number % of Total

Death 43 26.1
Resignation 10 6.1
Expiry of contract 3 1.8
Discharge dueto ill-health 25 15.2
Dismissal - misconduct 9 5.5
Retirement 75 45.5
Total 165 100
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Table 4.4 — Promotions by critical occupation

Occupation Employees1 | Promotions | Salary level
April 2004 to another promotions
salary level asa % of

employees
by
occupation

Communication and

information related 2 3 150

Engineering sciences

related 29 1 3.4

Engineers and related

professionals 9 0 0

Finance and economics

related 1 0 0

Quantity surveyors &

rela prof not class

elsewhere 2 0 0

Senior managers 14 2 14.3

TOTAL 43 6 13.95

Table 4.5 — Promotions by salary band

Salary band Employees1 April [Promotionsto |Salary level
2005 another salary [promationsasa %
level of employees by

occupation

Lower Skilled 991 0 0

Skilled 333 0 0

Highly Skilled

Production 716 14 2

Highly Skilled

Supervision 125 10 8

Senior and Top

Management 16 2 12,5

Total 2181 26 1.2
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55 Employment Equity

5.1 Total number of employees (including employees with disabilities in each of the following occupational
categories

Occupationa Male Female Total
| Categories

African | Coloured Indian | White | African Coloured Indian | White

Legidators,
senior
officials and
managers,
Permanent 6 3 0 3 4 0 0 0 16

Professionals,
Permanent 125 9 0 16 111 4 0 7 272

Clerks,
Permanent 72 2 0 2 74 1 2 3 156

Service and
sales workers,
Permanent 85 0 0 2 1 0 0 0 88

Craft and
related trades
workers,
Permanent 994 10 0 20 93 0 0 0 1117

Plant and
machine
operators and
assemblers,
Permanent 74 0 0 0 0 0 0 0 74

Elementary
occupations,
Permanent 169 0 1 2 44 0 0 0 216

Other,
Permanent 0 0 0

o
=
o
o
o
=

TOTAL 1525 24 1 45 328 5

N

10 1940
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5.2 Total number of employees (including employees with disabilities in each of the following occupational
bands

Occupational Male Female Total
Bands African | Coloured | Indian | White | African | Coloured | Indian | White

Top

M anagement 1 0 0 0 1 0 0 0 2
Senior

M anagement 6 3 0 3 3 0 0 0 15
Professionally

Qualified 110 11 1 17 39 2 0 4| 184
Skilled

Technical 387 10 0 22 144 3 2 6| 574
Semi-Skilled 363 0 0 2 39 0 0 0| 404
Unskilled 658 0 0 1 102 0 0 0| 761
Total 1525 24 1 45 328 5 2 10 | 1940
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5.3 Recruitment for the period 1 April 2005 till 31 March 2006

Occupational
Levels

Male

Female

Total

African

Coloured | Indian

White

African

Coloured | Indian

White

Top Management

0

0 0

0

0

Senior
Management

0

0 0

0

Professionally
Qualified And
Experienced
Specialists And
Mid-Management

10

Skilled Technical
And
Academically
Qualified
\Workers Junior
Management;
Supervisors,
Foremen And
Superintendents

10

16

Semi-Skilled And
Discretionary
Decision Making

Unskilled And
Defined Decision
Making

Total

11

11

27
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5.4 Promotions for the period 1 April 2005 till 31 March 2006

Occupational Male Female Total
Levels African | Coloured | Indian| White| African| Coloured | Indian| White
Top
Management 0 0 0 0 1 0 0 0 1
Senior
Management 0 0 0 1 0 0 0 0 1
Professionally
Quadlified And
Experienced
Specialists And
Mid-
Management 37 8 0 4 10 0 0 0 59
Skilled
Technical And
Academically
Qualified
\Workers Junior
Management;
Supervisors,
Foremen And
Superintendents 394 7 0 18 184 1 0 8 612
Semi-Skilled
And
Discretionary
Decision
Making 229 0 0 1 21 0 0 0 251
Unskilled And
Defined
Decision
Making 619 0 110 1 0 0 730
Total 1279 15 0 24 326 2 0 8 1654

o
o
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5.5 Terminations for the period 1 April 2005 till 31 March 2006

(L)cc;pational Male Female Total
evels
African|Coloured | Indian (WhitelAfrican| Coloured | Indian | White

0 0 0 0 0 O 0 |0 0

Top Management

Senior
Management 1 0 0 0 0 0O 0 |0 1
Professionally
Qualified And
Experienced
Specialists And
Mid-Management 6 0 0 1 3 0 0 |0 10
Skilled Technical
And
Academically
Qualified
Workers Junior
Management;
Supervisors,
Foremen And
Superintendents 30 1 0 0 5 O 0 |0 36
Semi-Skilled And
Discretionary
Decision Making 19 0 0 0 2 0 0 o 21]
Unskilled And
Defined Decision
Making 80 0 17, 97
Total 136 1 0 1 27, g 0 [0 165

o
o
o
o
[@)
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5.6 Disciplinary action
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5.7 Skills development

Occupation  Male Female

categories Coloured Indian White African Coloured Indian White
African Total

Legidators, 3 1 0 0 1 0 0 0 5
senior

officials and

managers

Professionals 3 0 0 7 0 0 0 0 10
Technicians 20 10 0 5 6 2 0 0 43
and associate

professionals

Clerks 138 6 0 6 68 5 0 2 225
Service and 80 3 0 2 4 0 0 0 89
sales workers

Skilled 0 0 0 0 0 0 0 0 0
agriculture

and fishery

workers

Craft and 245 5 0 2 0 0 0 0 252
related trades

workers

Plant and 175 0 0 0 0 0 0 0 175
machine

operators and

assemblers

Elementary 340 10 0 0 40 0 0 0 39
occupations

Total 1004 35 0 20 121 7 0 2 1189

128



5.6 Performance Rewards

To encourage good performance, the department has granted the following performance rewards during the year
under review. The information is presented in terms of race, gender, and disability (Table 6.1), salary bands
(Table 6.2) and critical occupations (Table 6.3).

TABLE 6.1 Performance Rewards by race, gender and disability, 1 April 2005 to 31 March 2006

Beneficiary Profile Cost
Number of | Number of | % of total | Cost (R'000) |Average cost
beneficiaries| employees |within group| 03/04 & 04/05 per
03/04 & awards employee
04/05 03/04 &
awards 04/05
awards

African
Male 889 1511 58.8 4,460 5,016
Female 310 325 95.4 2,112 6,815
Asian
Male 1 1 100 9 8,532
Femae 0 2 0 0 0
Coloured
Mae 14 24 58.3 182 13,017
Female 2 5 40 43 21,285
White
Male 28 45 62.2) 296 10,576
Female 11 10 110 147, 13,408
Employees
with a
disability 10 17 58.8 62 6.220
Total 1265 1940 65.7] 7,373 5,783
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Salary
Bands

Lower
Skilled
Skilled
Highly
Skilled
Production
Highly
Skilled
Supervisio
n

Total

Number of
03/04 &

04/05
awards

454
207

537

66
1264

Beneficiary Profile

Number of

beneficiaries employees

760
404

575

184
1923

% of total
within
salary
bands

59.7
51.2

93.4

35.9
65.7

130

Cost

Total Cost
(R’000)
03/04 &

04/05
awar ds

1,111
763

4,421

1,006
7301

TABLE 6.2 — Performance Rewards by salary bands for personnel below Senior Management Service, 1 April
2005 to 31 March 2006

Average
cost per
employee
03/04 &
04/05
awards

2,447
3,686

8,233

15,242
5776



TABLE 6.3 — Performance Rewards by critical occupations, 1 April 2005 to 31 March 2006

Critical Beneficiary Profile Cost
Occupations

Number of | Number of | Percentage Cost (R'000) | Average Cost
beneficiaries| employees of Total 03/04 & 04/05 per
03/04 & Employment awards Beneficiary
04/05 awards (R) 03/04 &
04/05 awards

Appraisers-
valuers and
related

professionals 0 1 0 0 0

Communication
and information
related 2 7 28.6 13 6,500

Engineering
sciences related 7 27 25.9 97 13,857

Engineers and
related
professionals 4 10 40 36 9,000

Finance and
economics
related 1 1 100 27 27,000

Quantity

surveyors &
rela prof not
class elsewhere 1 2 50 9 9,000

Senior
managers 1 15 6.7 11 11,000

TOTAL 16 63 254 193 12,062
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TABLE 6.4 —Performance related rewards (cash bonus), by salary band for Senior Management Service

Salary Beneficiary Profile Total Average % of

Band Number of beneficiaries Cost cost per SMS
(R’000) employe wage
03/04& e03/04 bill
04/05 & 04/05 03/04
awards awards &

04/05
award
S
Number of Number of % of
beneficiari  employees total
es03/04 & within
04/05 band
awards
Band A 1 6 16.7 11 1,100 0.1
Band B 0 9 0 0 0 0
Band C 0 2 0 0 0 0
Band D 0 0 0 0 0 0
Total 1 17 5.9 11 1100 0.1

TABLE 6.5 —Performance related rewards (pay progression), by salary band for Senior Management Service

Salary Beneficiary Profile Average cost per
Band Number of beneficiaries annum per
Number of  Number of % of total employee 03/04 &
beneficiaries employees within band 04/05 awards
03/04 & 03/04 & 04/05
04/05 awards
awards
Band A - 17 - -
Band B - 3 - -
Band C - - - =
Band D - - - -
Total - 20 - -
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5.7 Foreign Workers

The tables below summarises the employment of foreign nationals in the department in terms of salary bands
and by major occupation. The table also summarises changesin the total number of foreign workersin each
salary band and by each major occupation.

TABLE 7.1 — Foreign Workers, 1 April 2005 to 31 March 2006, by salary band

By Grade 1 April 2005 31 March 2006 Change
(Salary Band) Number % of Number % of  Numbe %
total total r change

Lower skilled - - - - - -
Skilled - - - - - -
Highly skilled - - - - - -
production

Highly skilled 1 100 2 100 1 50
supervision

Top and Senior - - - - - -
management

Total 1 100 2 100 1 50

TABLE 7.2 — Foreign Worker, 1 April 2005 to 31 March 2006, by major occupation

By Major 1 April 2005 31 March 2006 Change
Occupation Number % of Number % of Numb %

total total er change
Professionals & 1 100 2 100 1 50
managers
Total 1 100 2 100 1 50
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5.8 Leave utilisation for the period 1 April 2005 to 31 March 2006

The Public Service Commission identified the need for careful monitoring of sick leave within the public
service. The following tables provide an indication of the use of sick leave (Table 8.1) and disability leave
(Table 8.2). In both cases, the estimated cost of the leave is also provided.

TABLE 8.1 — Sick leave, 1 April 2005 to 31 March 2006

Grade
(Salary
Band)

L ower
Skilled
Skilled
Highly
Skilled
Production
Highly
Skilled
Supervision
Senior and
Top
Managemen
t

Total

Total days Percent
certification

5196
1864

4222

653

50
11985

98.2
97.3

90.3

90.7

80
95

Number of
Employee
using sick

leave

588
238

523

87

1444

134

% of total
employees
using sick
leave

40.7
16.5

36.2

0.6
100

Average
per
employee

15

11

10

11

Estimated
Cost
(R’000)

780
391

1,626

88
3330



TABLE 8.2 — Disahility leave (temporary and permanent), 1 April 2005 to 31 March 2006

Grade Total Percent Number of % of total Average  Estimated
(Salary days certification Employees employees per Cost
Band) taken using using employee  (R’000)
disability  disability
leave leave
L ower
Skilled 361 100 14 45.2 26 54
Skilled 54 100 3 9.7 18 13
Highly
Skilled
Production 479 100 13 41.9 37 168
Highly
Skilled
Supervision 59 100 1 3.2 59 32
Senior and
Top
Management 0 0 0 0 0 0
Total 953 100 31 100% 31 267

Table 8.3 summarises the utilisation of annual leave. The wage agreement concluded with trade unions in the
PSCBC in 2000, requires management of annual leave to prevent high levels of accrued leave being paid at the
time of termination of service.

TABLE 8.3 —Annual Leave, 1 April 2005 to 31 March 2006

Number of

Grade (Salary Total daystaken Averagedaysper  Employees who took
Band) Employee L eave

Lower Skilled 30814.6 16 1891
Skilled 11117.08 17 662
Highly Skilled

Production 19131.16 22 861
Highly Skilled

Supervision 3228 19 166
Senior and Top

Management 336 18 19
Total 64626.84 18 3599
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The following table summarise payments made to employees as a result of |eave that was not taken.

TABLE 8.4 — Leave payouts for the period 1 April 2005 till 31 March 2006

REASON Total Amount Number of Average per
(R’000) Employees employee (R)

L eave payout for

2005/06 due to non-

utilisation of leave for
the previous cycle - - -

Capped and current

leave payouts on

termination of service

for 2005/06 432 104 4154
Total 432 104 4154

59 HIV/AIDS & Health Promotion Programmes

TABLE 9.1 — Steps taken to reduce the risk of occupational exposure
Units/categories of employeesidentified Key stepstaken toreducetherisk
to beat high risk of contracting HIV &

related diseases (if any)

Employees performing camping away from  Awareness programmes on HIV / AIDS
their homes due to projects being conducted.

undertaken.

Condom distribution. First Aid
equipment supplied at working areas to

provide protection in case of accidents

Employees were trained as peer
educators to serve as support for

counterparts.
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TABLE 9.2 — Details of Health Promation and HIV/AIDS Programmes (tick the applicable boxes and provide

the required information)

Question

1. Have you designated a member of the SMSto
implement the provisions contained in Part VI E of
Chapter 1 of the Public Service Regulations, 20017 I

so, provide her/his name and position.

2. Do you have a dedicated unit or have you
designated specific staff members to promote the
health and well being of your employees? If so,
indicate the number of employees who are involved
in this task and the annual budget that is available for

this purpose.
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Yes No

X

Details, if yes

Mr L van
Zuydam- Senior

Manager: HR

25 employees.

Budget:

R250,000 HIV /
AIDS
conditional grant
and OHS budget

of R1,569,000
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Question Yes No

5. Have you reviewed the employment policies and X
practices of your department to ensure that these do

not unfairly discriminate against employees on the

basis of their HIV status? If so, list the employment

policies/practices so reviewed.

6. Have you introduced measures to protect HIV- X
positive employees or those perceived to be HIV-
positive from discrimination? If so, list the key

elements of these measures.

7. Do you encourage your employees to undergo X
Voluntary Counselling and Testing? If so, list the

results that you have you achieved.

140

Detalils, if yes

HIV / AIDS
management;
Employment
Equity;
Occupational
Health and

Safety

HIV / AIDS
policy in place.
Awareness

programmes.
Confidentiality.
Yes. 50

employees

underwent VCT.



Question Yes No Details, if yes

8. Have you devel oped measures/indicators to X Monthly
monitor & evaluate the impact of your health meetings of the
promotion programme? If so, list these committee are
measures/indicators. held to evaluate
the impact and
monitor
progress.
Monthly and

quarterly reports

are submitted.

5.10 Labour Relations

The following collective agreements were entered into with trade unions within the department.
TABLE 10.1 — Collective agreements, 1 April 2005 to 31 March 2006

Total collective agreements None

The following table summarises the outcome of disciplinary hearings conducted within the department for
the year under review.

TABLE 10.2 — Misconduct and discipline

Outcomes of disciplinary hearings Number % of total
Verba warning 2 1.9
Written warning 6 519
Final written warning 20 19.9
Not guilty 5 4.8
Case withdrawn 14 135
Dismissal 12 115
Suspended without pay 30 28.8
Demotion 2 1.9
No outcome (Pending) 14 135
Total 104 100

TABLE 10.3 — Types of misconduct addressed at disciplinary hearings
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Type of misconduct (based on Number % of total

annexure A)
Absenteeism 43 39.5
Assault 3 2.8
Loss of state property 8 7.3
Theft 7 6.4
Misuse of state vehicle 10 9.2
Insubordination 9 8.3
Drunkenness on duty 10 9.2
Corruption 1 0.9
Fraud 2 18
Negligence 7 6.4
Falsified records 6 5.5
Abscondment 1 09
Dishonesty 2 18
TOTAL 109 100
TABLE 10.4 — Grievances lodged for the period 1 April 2005 till 31 March 2006

Number % of Total
Number of grievances resolved 48 96
Number of grievances not resolved 2 4
Total number of grievances addressed 50 100

TABLE 10.5 — Disputes lodged for the period 1 April 2005 till 31 March 2006

Number % of Total
Number of disputes upheld 9 45
Number of disputes dismissed 2 10
Number of disputes withdrawn 5 25
Number pending 4 20
Total number of disputes addr essed 20 100

TABLE 10.6 — Strike actions for the period 1 April 2005 till 31 March 2006
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Total number of persons working days lost
Total cost (R’ 000) of working days lost 0

Amount (R'000) recovered as aresult of no work no pay 0

TABLE 10.7 — Precautionary suspensions for the period 1 April 2005 till 31 March 2006

Number of people suspended 7
Number of people who's suspension exceeding 30 days 7
Average number of days suspended 148
Cost (R’ 000) of suspensions 1,159

511  Skills development
This section highlights the efforts of the department with regard to skills development.

11.1 Training needs identified 1 April 2005 to 31 March 2006

Occupational  Gender ~ Number of
Categories employees as Training needs
at LApril 2005 | earnership  Skills Other
Programmes forms
& courses (Bur-

saries)

Legidlators, Femae 4 0 2 0

senior officials  Male 15 0 9 2
and managers

Professionals Female 39 0 0 0

Male 98 0 10 4

Technicians Female 108 0 8 3

and associate  Male 136 0 40 8
professionals

Clerks Female 122 0 100 10

Male 118 0 200 15

Service and Female 1 0 4 0

sdesworkers  Male 100 0 100 0

Female - 0 0 0
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Total

11

14

11
48

110
215

100



agriculture and
fishery workers
Craft and
related trades
workers

Plant and
machine
operators and
assemblers
Elementary
occupations

Sub Total

Total

Male

Female
Male

Female
Male

Female
Male
Female
Male

234
2367

353

77
1033
586
4220
4806
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o

O O O O O

300

200

50
500
168

1359
1527

15
27
42

300

200

50
500
183

1386
1569



11.2 Training provided 1 April 2005 to 31 March 2006

Occupational Gender Number of Training needs
Categories employees
asat 31 Learnerships  Skills Other  Total
March Programmes forms
2006 & courses  (Bur-
saries)
Legidators, Female 4 0 1 0 1
senior officials Male 12 0 4 2 6
and managers
Professionals Female 48 0 0 0 0
Male 71 0 10 4 14
Techniciansand  Female 103 0 8 3 11
associate Male 102 0 35 8 43
professionals
Clerks Female 104 0 75 10 85
Male 100 0 150 15 165
Serviceand sales Female 1 0 4 0 4
workers Male 87 0 85 0 85
Skilled Female 0 0 0 0 0
agriculture and Male 0 0 0 0 0
fishery workers
Craft and related  Female 97 0 2 0 2
tradesworkers  Male 1026 0 250 0 250
Plant and Female 0 0 0 0 0
machine Male 74 0 175 0 175
operators and
assemblers
Elementary Female 0 0 40 0 40
occupations Male 0 0 350 0 350
Sub Total Female 405 0 130 15 145
Male 1660 0 1059 27 1086
Total 2065 0 1189 42 1231
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5.12  Injury on duty

The following tables provide basic information on injury on duty.

TABLE 12.1 — Injury on duty, 1 April 2005 to 31 March 2006

Natur e of injury on duty

Required basic medical attention

only

Temporary Total Disablement
Permanent Disablement

Fatal

Total
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Number

2

N ©O O O

% of total
100

o O O

100
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