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REPORT OF THE ACCOUNTING OFFICER
for the year ended 31 March 2006

Report by the Accounting Officer to the Executive Authority and Provincial Legislature of the Republic
of South Africa.

1.

1.1,

1.2

General Review of the State of Affairs
Important Policy Decisions and Strategic Issues Facing the Department

The administration and disbursement of social assistance grants, will as reported in the previous
financial year, be administered directly by the National Department through the South African
Social Security Agency (SASSA). As was mentioned last year, the process of establishing the
Social Security Agency has been finalized and the Department has handed over social security
services to the Social Security Agency on 1 April 2006. Over the past year, great strides were
made to ensure a seamless transition to the Agency, which include:

e The signing of a Memorandum of Understanding between the Department and the Agency
in which both the Department and the Agency undertook joint responsibility for the
provision of social security in the Free State.

* The development of a migration plan and the establishment of a project management
team to assist with the roll-out of the Agency in the Free State.

In the interim, the Department will provide minimal administrative support services to the Agency
in the Province, which will be regulated by a service level agreement.

The launch of the “New Service Delivery Model” is a defining process for the undertaking of
service delivery. This new model will reflect a shift in approach from the so called “welfarist”
approach to a social development perspective. This paradigm shift will be based on the notion
that instead of helping the poor in the traditional way with handouts, it moves on to the
development and empowerment of individuals, groups and communities, teaching them to be self
reliant. The bulk of work of the Department has largely been on the front of the actualization of
social assistance, through the administration of social grants, to those that are faced by the
challenges of poverty, underdevelopment and marginalization as a result of poverty. The desired
outcome of the service delivery model is the implementation of a comprehensive, efficient,
effective and quality service delivery system, which will contribute to a self-reliant society as
envisaged in the Free State Growth and Development Strategy.

Significant Events that have taken place during the year

During the past year, the number of beneficiaries for social grants has grown with 13% with the
greatest increase in child support grants as a result of the age extension for all needy children
below 14 years. The number of beneficiaries for the child support grant increased with 23% of
which 64,135 children aged 11-13 years received this grant for the first time.

The “KE MOJA” campaign was launched in Thabo Mofutsanyana on 5 August 2005 through
which the establishment of Local Drug Action Committees will be rolled out across the Province.
Two schools per district have been jointly identified by the Departments of Social Development
and Education for the roll-out.

A street children work-session was held in June 2005 where it was resolved that focus should be
placed on the early identification of children at risk as well as the strategy to address the plight of
these children.
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Comment on Major Projects Undertaken or Completed during the year

The Social Security Directorate continued with the implementation of a comprehensive business
plan for the management of both temporary and permanent disability grants. In the current
financial year, 10,531 expired temporary disability grants were lapsed resulting in a saving of R98
million.

10 Panel vans were purchased and converted into mobile service offices. These mobile offices
are fully equipped with desktop computers, photocopy machines, biometric finger printing
equipment etc. and will be used to improve access to social grants and other services, particularly
in rural areas. As part of the integrated services delivery this Department is working closely with
the Department of Home Affairs to increase access of our services.

The Department has finalized a business plan for a Management Information System (MIS),
which will cost R19 million over a period of three years.

The Department has approached ABSA as the official government banking institute for an
innovative way of building capacity with return of investment to both the Department and NGO’s.

Physical Planning and Physical Security

The Department continued to improve conditions at pension pay points. Four such pay points in
Thabo Mofutsanyana namely Bolata, Matsieng, Namahadi and Thaba-Bosiu were upgraded.

The Monument Secure Care Centre will be completed by 31 August 2006.
Spending Trends

The total allocation for the 2005/6 year amounted to R4,387,154 million (2004/5 — R3,632,596
million) which is made up as follows:

2005/6 2004/5

R’000 R’000
Baseline 314,410 3,307,492
Conditional Grants 4,034,082 315,177
Funds Rolled Over 38,662 9,927
Total Allocation 4,387,154 3,632,596
Less: Expenditure (3,916,821) (3,520,811)
Add: Unauthorized Expenditure 97,936 -
Less: Unauthorized Expenditure approved (97,936) -
Unspent Funds 470,333 111,785
% Unspent Funds 10.72% 3.08%

2. Services Rendered by the Department

2.1.

List of Services Rendered

The following services were rendered by the Department (details on the programmes, objectives
and activities are provided in the Service Delivery Report):
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* Home Community Based Care for people infected and affected by HIV and AIDS
* Provision of social grants to qualifying beneficiaries
¢ Provision of subsidies to NGO’s, CBO’s and FBO’s for identified priorities
* Provision of welfare and related functions to communities, households and individuals
e Poverty alleviation and other social relief assistance to communities, households and
individuals
Tariff Policy

The policy of the Department is not to levy fees for services rendered, due to the nature of
departmental services that are directed towards social development.

Free Services

All services that the Department renders are free of charge.

Inventories

The Department does not carry inventory.

Capacity Constraints
The implementation of the service delivery model will provide a major challenge to the Department
due to capacity constraints associated with lack of personnel as a result of the new departmental
structure as envisaged.
Utilisation of Donor Funds
None.

Organisations to whom Transfer Payments have been made

Recipients of transfer payments are disclosed in the financial statements. Further to that a list of
entities are provided in the Service Delivery Report.

Accountability measures regarding these payments include the following:

* Certificates in terms of section 38(j) of the Public Finance Management Act
¢ Evaluation of financial statements to be provided to the Department

* Inspections of institutions

¢ Special conditions to be adhered to where certificates cannot be provided
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Public Private Partnerships

A PPP contract came into effect during July 2004, whereby the service provider provides the
Department with a client orientated Assistance Grants Payments System. Payment functions are
performed by the service provide at pay points including payments of grants, provision of a
helpdesk, enrolment of beneficiaries, provision of security and card administration.

The agreement is regulated in terms of a comprehensive service level agreement. The rights and
obligations of both parties are specified in detail in the agreement.

The agreement terminates on 30 June 2007, but can be renewed for a further two periods of one
year each, if necessary.

Payments to the service provider are based on the number of transactions performed only after
the service has been rendered.

Corporate Governance Arrangements
Objectives of Public Sector Corporate Governance

The Department has to satisfy a complex range of political, economic and social objectives within
different sets of constraints and influences. Corporate governance refers to processes by which
the Department is directed, controlled and held to account. It encompasses authority,
accountability, stewardship, leadership, direction and control exercised in the Department.

The Department therefore focuses within its governance arrangements on performance and
conformance. In terms of responsibility for performance the senior management is primarily
responsible for strategy formulation, strategic analysis, developing strategies and internal policy
making. In terms of responsibility for conformance the senior management ensures that the
Department is proceeding, in accordance with the agreed strategic direction, to conforming to
legislation and government policies and agreed outcomes.

Risk management underpins the Department’s approach to achieving both performance and
conformance objectives. The integrated risk management system manages the control
environment that provides reasonable assurance that the Department will achieve its objectives
with an acceptable degree of residual risk.

The following building blocks form the framework of the Department’s governance structure:

* Legislative structures such as the PFMA

* Ethical structures, including the relevant code of conduct

* Internal accountability structures within the departmental structure

* External accountability structures such as the Provincial Public Accounts Committee
* Financial management structure and

* Human and infrastructure resource management structures

It should be noted that the term of appointment of the audit committee as part of the corporate
governance structure, has expired and the Department is in the process of establishing a new
committee as a matter of urgency.
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Risk Management, Internal Control and Fraud

As required by the PFMA every official in the Department is responsible for managing risk within
his/her area of responsibility. All managers and service providers are expected to act in a
professional manner and at the highest level of ethical business conduct. Members of both the
bid and evaluation committees are expected to confirm in writing their non-interest and/or interest
in matters before them.

The Department maintains financial and operational systems of internal control. These controls
are designed to provide reasonable assurance that transactions are concluded in accordance
with management’s authority, that assets are adequately safeguarded from material loss, of
unauthorized acquisition, use or disposal and that transactions are properly authorized and
recorded.

A fraud prevention plan was established to limit the fraud risk exposure within the Department.
The focus of the plan is on ethical conduct and prevention of fraud.

The internal audit section reports to the Audit Committee and the activities of these structures
assist the accounting officer in managing inherent risks.

Code of Conduct

The accounting officer is the custodian of ethics and ensures that a positive and ethical work
climate is maintained in accordance with the established code of conduct that was specifically
designed for the Department with more closely defined guidelines that the code provided by the
PSA.

The code of conduct is regularly communicated to all staff within the Department.

Human Resource Development and Employment Equity

The human resource strategy focuses on development initiatives that support equity targets. In
practice this means that within the employment equity plan and the workplace skills plan
conditions and opportunities are created for previously disadvantaged individuals to realize their

full potential.

The Department is also in the process of implementing learnerships and internships within the
Department for the development of scarce skills.

Environment, Health and Safety

The Department strives to conform to environmental, health and safety legislation in its
operations.
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Social Responsibility

The Department demonstrates its commitment to social responsibility through the following
activities additional to its mandate:

* Provision of bursaries to previously disadvantaged learners to provide them with the
opportunity to access Higher Learning Institutions
e Supporting BEE in its supply chain management in accordance with specific targets.

HIV and AIDS

The Department has established a response plan to deal with the impact of the pandemic and its
impact currently, and in the future regarding its employees, their families and the community the
Department serves. The plan deals with the restriction of the spreading of HIV and AIDS as well
as with the care for those infected.

Discontinued Activities

The administration and disbursement of social assistance grants will be administered directly by
the National Department through the South African Social Security Agency (SASSA).

New / Proposed Activities
The following new activities are to be undertaken by the Department:

¢ The Monument Secure Care Centre will be providing services to youth in conflict with the
law as no such facilities exists currently. This will significantly improve the conditions
under which the youth in conflict with the law will have to be subjected to whilst awaiting
trail. Similar centres are envisaged for Thabo Mofutsanyana and Lewjeweleputswa.

* Restructuring of the Department so as to refocus and realign the functions of the
department according to the new service delivery model.

Asset Management

A project was launched to capture and barcode all assets of the department in an electronic asset
register. This project was completed at 31 March 2004. Subsequent to the project, an instruction
was received form Treasury that LOGIS must and should be used as the only recognized platform
for an asset register. As a result all asset additions subsequent to this date was captured on
LOGIS and a reconciliation was performed between BAS and LOGIS as at 31 March 2006 to
ensure that all assets was captured accurately and completely in the LOGIS asset register.

Due to the creation of SASSA on 1 April 2006, an exercise was undertaken during the 2005/6
financial year to ring fence all assets to be transferred to the Agency. This exercise was
completed during the financial year and assets identified for ring fencing purposes will be removed
from the asset register created during 2003/4. The department will create the necessary links
between LOGIS and the electronic asset register during the 2006/7 financial year so as to ensure
that the Department complies with Treasury instructions regarding asset management.

The platform created for assets enabled the Department to safeguard assets during the past
financial year.
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Events After the Reporting Date

Litigation in terms of social security grants has come to the attention of the Department. The
number of reported cases is 1,069 at this point in time, but the total liability in this regard cannot
be determined pending the outcome of such court cases.

Performance Information

Processes for providing information on performance have been put in place including the
following:

* Monthly financial reporting

* Quarterly performance reporting

¢ Performance, Development and Management System (PDMS) utilising a computerized
Human Resource Performance tracking system.

PROPAC Resolutions

Resolution Departmental Action

Resolution 36/2004 Forty three (43) of the two hundred and twenty
Investigation into housing guarantees three (223) cases are still outstanding. The

anticipated finalization date is 30 June 2006.

Resolution 37/2004 Inspections will be conducted to verify whether

Investigation into housing subsidies employees who will receive subsidies are residing
in their properties and that they are not renting
them out to others. The anticipated finalization
date is 30 June 2006.

Resolution 20/2005 17 additional posts were advertised in order to
Forensic audit investigation into alleged | improve capacity to monitor, train and support
irregularities organizations funded by the Department. 12 posts

have been filled already.

The Department is in the process of appointing
auditing firms due to the fact that a joint agreement
between ABSA and the Department of Social
Development is currently being entered into. Once
finalized, this will minimize risks and ensure regular
reporting on the use of public funds by funded
organizations.
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Resolution 67/2005
Grants paid to officials at Provincial
Departments

All officials concerned have been informed and
thus the investigation by the Special Investigation
Unit of SAPS will now commence. Recovery will
commence as soon as confirmation is received
from the Special Investigation Unit of SAPS that
amounts were in fact paid unlawfully.

Resolution 85/2005

Capacity Building

The Department will provide the qualifications of
the Accounting Officer after his/her appointment.

Resolution 88/2005

Safeguarding of government assets

The Department is in the process of formulating a
policy in this regard.

Approval

The Annual Financial Statements set out
Accounting Officer.

Mr. W. Ntshona
Acting Accounting Officer
31 May 2006

on pages117 to 163 have been approved by the
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