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2. LISTOF ABBREVIATIONS/ACRONYMS
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PEPA Public Expenditure and Policy Analysis
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SACU Southern African Customs Union

SADC Southern African Development Community

SAFE Sanitation Appropriate for Education

SAHPRA South African Health Products Regulatory Authority
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SAPS South African Police Service

SARS South African Revenue Service

SAS Specialised Audit Services

SA-SAMS South African School Administration and Management System
SASRIA South African Special Risks Insurance Association
SASSA South African Social Security Agency

SAX South African Express

SCM Supply Chain Management
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SCoA Standing Committee on Appropriations

SCoF Standing Committee on Finance

SCOPA Standing Committee on Public Accounts

SDIP Service Delivery Improvement Plan

SECO Swiss State Secretariat for Economic Development
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SeCoF Select Committee on Finance

SHRA Social Housing Regulatory Authority

SIPDM Standards for Infrastructure Procurement and Delivery Management
SITA State Information Technology Agency

SLA Service Level Agreement

SMME Small, Medium and Micro Enterprises

SMS Senior Management Service

SocC State-Owned Company

SOERG State-Owned Enterprises Remuneration Guide
SOP Standard Operating Procedures

SPF Strategic Procurement Framework

SQL Structured Query Language

SSA State Security Agency

STER Single Transport Economic Regulator

TALAB Tax Administration Laws Amendment Bill

TAS Time Accounting System

TB Tuberculosis

TCTA Trans-Caledon Tunnel Authority

TETA Transport Education and Training Authority
TFST Thin Film Solar Technology

TLAB Taxation Laws Amendment Bill

TR Treasury Regulations
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TVET Technical and Vocational Education and Training

UIF Unemployment Insurance Fund

UIFW Unauthorised, Irregular, Fruitless and Wasteful
UIFWE Unauthorised, Irregular, Fruitless and Wasteful Expenditure
UK United Kingdom

UN United Nations

USAID United States Agency for International Development
VAT Value-Added Tax

VRESAP Vaal River Eastern Subsystem Augmentation Project
WB World Bank

WB Water Board

WBG World Bank Group

WBPHCOT Ward-Based Primary Healthcare Outreach Teams
WCPT Western Cape Treasury

WEF World Economic Forum

WEFA World Economic Forum Africa

YES Youth Employment Service
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3. FOREWORDBYTHEMINISTER

TT Mboweni

In the year 2019 we celebrate 25 years since the dawn of democracy and reflect on the achievements of a united South Africa.
Remarkable progress has been made to expand opportunities and build a vibrant democracy while maintaining economic stability
in the face of significant headwinds. On the eve of the sixth democratic administration, a number of old challenges remain while
new ones have emerged. Though the past rainy seasons have recently given way to dry spells, our resilience and capacity for self-
correction is being confirmed by recent actions to restore trust in our institutions, attract investment into our economy, and plant
the seeds of an economy that works for all South Africans.

Economic activity grew by only 0.8 per cent in real terms in 2018, compared to 1.3 per cent in 2017. These figures are important
to digest when considering the increase in the country’s population, which grew by 1.55 per cent in the same period according
to Statistics South Africa. This means that the economy’s growth is not keeping up with the additional people being added to the
population and this has serious implications for the general welfare of families, the ability to find work, and the capacity of the state
to obtain the resources necessary to fund critical public services.

The lacklustre performance reflects a combination of difficult global conditions and domestic impediments to growth, including
high unemployment, poor skills competitiveness and low investor confidence. Poor growth and revenue shortfalls have also
necessitated substantial fiscal consolidation against the existing baselines, with additional revenue measures and additional savings
in the 2019 Medium Term Expenditure Framework (MTEF). While sobering, these realities offer us an opportunity to take ownership
and unite behind a common purpose.

The National Treasury is focused on its constitutional mandate, and remains committed to ensuring the sustainability of public
finances for service delivery and macro-economic stability.

Under the leadership of President Cyril Ramaphosa, government has acted to raise confidence in the economy, improve governance,
address the challenges in state-owned companies (SOCs), and cushion the blow of economic hardship on ordinary South Africans.
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The President announced five measures to help stimulate the economy, with a major focus on raising the levels of investment and
thus potential growth. In the short term, these efforts have yielded positive results, including investment pledges of around R300
billion at the time of the February 2019 Budget, while efforts to address policy uncertainty contributed to a noticeable increase in
investments in renewable energy and mining.

Moreover, significant progress has been made to address governance failures and restore confidence in public institutions. While the
work of several commissions of inquiry continued, new leadership was appointed in various SOCs and institutions, culminating in
the appointment of a new South African Revenue Service (SARS) Commissioner at the end of the financial year.

Finally, during the year we also adopted the Twin Peaks model of financial regulation, with the aim of ensuring a safer financial
sector that serves South Africans better. On the fiscal side, we appointed an independent panel of experts to investigate options for
lowering the impact of the Value-Added Tax (VAT) increase on lower income households and consequently provided relief in the
form of a zero-rating of additional consumer products, such as bread flour, cake flour and sanitary pads.

The path to renewal and growth remains challenging, but like the fertile fields that cover our land, South Africa has immense
potential for a fruitful future. As government, we have a responsibility to reverse the lack of a satisfactory recovery in the economy
and the loss of trust in public institutions. We must replant anew and tend to the seeds of our future.

Finally, | wish to thank Deputy Minister David Masondo for his commitment to the public service and for serving all citizens with
dedication and selflessness. To Director-General Dondo Mogajane and the National Treasury team, once again you have risen to the
challenge and delivered. | and the country thank you.

1
Q-
w &J‘—)
TT Mboweni

Minister of Finance
20 September 2019
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4. REPORTOFTHEDEPUTYMINISTER

David Masondo

South Africa continues to navigate a highly challenging environment and address its shortcomings with tenacity. We are working
to reverse the recent weakening of our institutions and SOCs, and to achieve inclusive growth, including by protecting the most
vulnerable in our society, and ensuring that public institutions are able to fulfil their mandate without being a drag on the fiscus.
Much still needs to be done, but reform momentum will continue.

Drawing from the findings of the Presidential Review Committee on SOCs, key challenges facing our institutions include policy
and mandate misalignments, inefficient operations, governance failings and poor accountability mechanisms, as well as weak
financial positions. The National Treasury has been working closely with shareholder departments, commissions of inquiry, and
the SOCs and institutions themselves to find the appropriate solutions. While debate continues on the future of some entities,
we are committed to making sure that they are financially stable and are able to fulfil their mandates, including investment in
infrastructure and human capital.

The Public Investment Corporation (PIC) is undergoing a difficult but important process that should ultimately see a reinforcement
of its core mandate and reputation as a client-centred investment manager. Although additional fiscal support had to be provided
to SOCs such as Eskom and South African Airways (SAA), the National Treasury is developing stronger oversight mechanisms for
these and other SOCs, as well as crafting a long-run strategy for government in this regard. Accordingly, frameworks for costing the
developmental mandates, private sector participation, and the disposal of non-strategic assets have been developed.

In fulfilling its core fiscal policy mandate, the National Treasury has admirably navigated difficult obligations, including measures to
ensure the public sector wage bill remains within the approved ceilings, and maintaining a contingency reserve for unforeseen fiscal
pressures. In addition, the 2019 Budget contained clear proposals for stabilising the gross government debt, as well as reinforcing the
strategic risk benchmarks for the debt portfolio.

Finally, during this financial year government also took a further step towards a more inclusive economy by enacting the first national
minimum wage in the country’s history. While recognising the need for a more dynamic labour market, the minimum wage is aimed
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at ensuring more equitable compensation for the poorest workers in our economy. Effects on labour market participation will be
carefully monitored, but we take much comfort in the fact that that the appropriateness of this policy is shared by our partners in
the private sector and civil society.

I wish to thank Minister Mboweni for his unerring and courageous guidance and commend the staff of the National Treasury, under
the leadership of DG Mogajane, for their hard work and unceasing commitment to the betterment of the country and all who live
init.

David Masondo
Deputy Minister of Finance
20 September 2019
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5. REPORT OF THE ACCOUNTING OFFICER

Dondo Mogajane

Building a South Africa underpinned by democratic principles, free of discrimination and equal in opportunities and access to
economic resources, is a long and arduous journey with many dangers and detours impeding our progress and frustrating our
collective efforts. And yet, it is hardly possible to contemplate any endeavour that is more important; all sectors of South Africa
continue to unite as we celebrate the nation's 25th anniversary of freedom, refocus our energies and redouble our efforts in
addressing recent challenges and redressing past legacies.

The National Development Plan, which articulates our nation’s shared vision, is built on the premise of a vibrant, inclusive and
growing economy. It is a prerequisite to defeating the triple challenges of unemployment, inequality and poverty, and requisite
to strengthening our democracy to fully realise economic freedom and dignity for the majority of South Africans. South African
economic growth has stubbornly remained below what is needed, with the full fiscal year GDP having expanded by only 0.6
per cent compared to fiscal year 2017/18. The economy was negatively affected by external factors including the slowdown in
economic activity in the Euro Area, escalating global trade tensions, heightened global geopolitics, and higher oil import bills.
Domestically pressure continued to be exerted by the poor performance of agriculture, which contracted by 6.2 per cent as a result
of drought-related difficulties, a slowdown in mining and quarrying, contractions in construction and low demand and productivity
in manufacturing as a whole. Compounding matters further, the economy was negatively impacted by the financial tightening
alongside the normalisation of monetary policy in the larger advanced economies that contributed to a waning of all global growth
momentum as the year progressed. With this weakness expected to persist, the International Monetary Fund (IMF) projects a decline
in growth in 2019 of 70 percent of the global economy. Despite these challenges, positive growth signs were recorded in financial
and business services, food and beverages and manufacturing, with strong exports of motor vehicles and parts.

Confidence, which initially rallied at the start of the financial year, waned during the reporting period in response to the continued
poor economic outlook. Consumption remained weak, with household consumption growing at a modest 1.1 per cent as South
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Africans struggled with relatively high indebtedness, moderate real wage growth and high levels of unemployment. In contrast,
consumption expenditure by government grew at 1.7 per cent. The struggling economy with weak domestic growth has had an
adverse effect on South Africa’s fiscal position. The budget deficit has come in at 0.6 per cent higher than forecast, while gross
government debt rose by 0.5 per cent higher than anticipated. The contraction in public finances continues to exert pressure
on government’s ability to balance the need for public services with constraints in public resources. This has required and will
continue to demand of the public sector to operate in an increasingly complex environment, requiring prioritisation of reliable
public service delivery and strengthening of responsive public administration while continuously ensuring informed, value-for-

money decision-making.

Government, together with all social partners, is responding to these challenges by applying measures to tackle structural constraints
and stimulate growth, restore investor confidence and public trust, reduce policy uncertainty and lower the cost of doing business.
While much remains to be done, progress is being made.

For the National Treasury, our most important contribution has been to ensure fiscal sustainability. The national budget was
prepared and published in a manner that ensured resources allocations met the priorities set by government while adhering to
expenditure containment. Through monitoring the use of scarce public resources by national spending agencies, the efficient and
effective use of these resources has been promoted. Fiscal relations between national, provincial and local spheres of government
was coordinated in advancement of sound budgetary planning at provincial and local spheres of government, as well as building
capacity that will enable efficient and effective management practices. The National Treasury has continued its efforts to renew trust
in public institutions, exercising oversight over state-owned companies with a priority to enabling these institutions to better achieve
government’s policy objectives in a financially and fiscally sustainable manner. Public debt and funding of government'’s borrowing
requirements as well as government’s cash resources was optimally managed. Measures to build a transformed financial sector
were further advanced with the development of the necessary Twin Peaks implementation regulations, as well as a comprehensive
prudential and market conduct framework for new authorities. Relevant economic research that informed economic policy and
frameworks was conducted. The National Treasury continued to reinforce a commitment to ethical behaviour and ethical leadership
through various monitoring mechanisms, investigative processes and capacity building initiatives to improve financial management
governance and compliance across all spheres and entities in government, giving effect to the Public Finance Management Act
(PFMA) and the Municipal Finance Management Act (MFMA). Strategic procurement was further developed and implemented, and
initiatives were implemented to modernise and automate government supply chain processes. The National Treasury continues
to work tirelessly to build partnerships and diligently maintain stakeholder relations to optimise and impact results in change-
agent programmes such as the Jobs Fund (employment creation facilitation programme), the Municipal Finance Improvement
Programme (MFIP) and the Cities Support Programme (CSP).

Economic Policy, Tax and Financial Regulation and Research provided specialist policy research, analysis and advisory services in
macroeconomics, microeconomics, taxation and regulatory reform. The research focus for this reporting period was to produce
analysis on both macro- and microeconomic issues to create a supportive environment for job creation. Additional key research
covered areas of analysis on foreign currency reserves, energy choices and capital flows. Tax proposals from the 2018 Budget were
drafted, tabled and legislated, including the significant measure of increasing VAT from 14 per cent to 15 per cent and the identification
of further items for zero-rating. After nine years of consultation, the Carbon Tax Bill was tabled and adopted by Parliament and
enacted into law. The regulations that led to the commencement of the Financial Sector Regulation Act were finalised, which
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creates a new system of financial regulation by establishing a prudential authority and a financial sector conduct authority. The
division provided logistical support to the ministry in implementing the recommendations of the Nugent Commission to rebuild
the capacity of the South African Revenue Service (SARS) as well as continuing to work with the Financial Intelligence Centre to
implement the Financial Intelligence Centre Amendment Act. A World Bank diagnostic report that identified potential shortcomings
in bank conduct and steps to improve market conduct practices in the banking sector was published, and in conjunction with the
Reserve Bank, the National Payment System Act review policy paper was published for public comment.

The Budget Office has led the national budget process effectively during a time of particular fiscal constraints in a stressed
economy. The division oversaw expenditure planning, provided fiscal advice and managed official development assistance, as well
as compiling finance statistics. The budget reform programme was led both interdepartmentally and internationally, as well as
conducting national budget outreach activities that facilitated wide-reaching and informative discussions on budget matters. As
part of improving oversight, national departments'in-year monitoring reporting and public entities’quarterly reporting system were
improved and an information dashboard rolled out.

Public Finance oversaw budgetary planning and execution in national departments, provided advice and analysis on sectorial
policies and programmes, meticulously monitored public expenditure, and advised on financial and budgetary aspects of public
policy and spending proposals. Work was done in conjunction with the appropriate departments on the One Stop Border Post
National Framework, reviewing the National Youth Agency Development Act, 2008, cross-border currency solutions, the business
case for the establishment of a state legal services public entity, the evaluation of learner transport and an early grade reading
strategy. Furthermore, in conjunction with the Department of Trade and Industry, work was done on measures to address blockages
in the Unemployment Insurance Fund (UIF), support was provided to the Department of Health and the Presidency in revising the
National Health Insurance Bill (NHI), the projection model for social grants was refined, and with the Department of Small Business
Development the National Treasury participated in the conceptualisation of a small business and innovation fund.

Intergovernmental Relations coordinates fiscal and financial relations between the national, provincial and local spheres of
government. Inputs to the Division of Revenue, the annual Division of Revenue Bill and the draft Policy Framework for Municipal
Borrowing, which proposes reforms to expand the scope of municipal borrowing, were coordinated. The 2019 Division of Revenue
Bill introduced a new conditional grant to fill critical vacancies in the health sector, a new grant structure to enable and incentivise
integrated infrastructure development in intermediate cities and a new incentive component for the Public Transport Network
Grant that rewards cities running a successful public transport system. In addition, a ring fenced funding mechanisms and associated
planning rules for the upgrading of informal settlements were introduced as part of the Human Settlements Development Grant
and the Urban Settlements Development Grant. A number of policies have been updated to encourage and enhance the role of the
private sector in funding municipal infrastructure as well as coordinating efforts to enhance engagements between government and
the private sector. Progress has been made in the process to amend the Municipal Fiscal Powers and Functions Act, 2007, to improve
the regulation of development charges. The Cities Support Programme continued supporting the metropolitan municipalities to
take the lead in economic development. The Cities Support implementation plans identified a number of key programmes that were
embarked on, including introduction of a component on climate Resilience into the Built Environment Performance Plans and the
Executive Leadership Programme for political and administrative heads, focusing on sustainability and resilience of the metros. The
Integrated City Development Grant focused on investment in the identified integration zones, with 12 catalytic programmes being
planned and 10 implemented. There has been a focus on ensuring that all municipal budgets and adjusted budgets are funded.
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To this end, support and guidance was provided to the 17 non-delegated municipalities as well as publishing Circulars 93 and 94
to provide guidance to all municipalities on preparing their 2018/19 Medium Term Revenue and Expenditure Framework budgets.
The National Treasury continued to provide assistance to low-performing municipalities to improve spending and manage their
conditional grants. While much work remains, significant progress has been made in the implementation of the Municipal Standard
Chart of Accounts (mSCOA). In an effort to build a capable state, capacity building continued in the provincial sphere. This included
the piloting of coaching for senior management, essentials of budget formulation and budget analysis, revenue management and
collection and division of revenue. By the end of the financial year, significant progress was made with the North West intervention
by the end of the financial year on directives issued by the National Treasury in relation to budget.

During the period under review, Assets and Liabilities exercised oversight over State-owned Companies (SOCs) to ensure their
alignment with government priorities, financial sustainability and soundness of governance as well as the proactive identification of
possible risks proactively so that appropriate mitigation actions could be taken. To this end, in this reporting period 100 per cent of
Schedule 2 and 3b (SOCs, DFIs and water boards) corporate plans and annual reports received were reviewed within the stipulated
timeframe with analysis conducted, including risk assessment. Government’s gross borrowing requirements were successfully
financed through net issuance of domestic short- and long-term loans and foreign loans. Relations with the sovereign credit rating
agencies were maintained, and government’s contingent liabilities were managed.

The Office of the Accountant-General prepared and tabled the 2017/18 consolidated annual financial statements for the National
Revenue Fund, the Reconstruction and Development Programme Fund, national departments and public entities. Support
was provided to national departments, provincial treasuries, entities and municipalities on accounting and reporting queries,
improvement of audit outcomes, AFS preparation plans and audit action plans. The work of internal audit and risk management in
both the PFMA and MFMA was supported including facilitation of information-sharing platforms, peer interactions and guidance
provided. Implementation of the IFMS remains a challenge for the interdepartmental steering committee that oversees this game-
changing initiative across government. The National Treasury commissioned a forensic investigation into both the IFMS 1 and IFMS 2
contracting processes, and is currently taking the outcomes forward in respect of strengthening various components of organisational
administration and consequence management. Investigative capacity was provided to the state, with 48 forensic investigations
and specialised performance audit reports being conducted. Advisory services were provided to law enforcement agencies and
anti-corruption task teams, with 90 cases referred for criminal investigation. An Irregular Expenditure Framework was developed
to provide procedures that accounting offices and accounting authorities must follow when dealing with irregular expenditure
and to address implementation challenges previously experienced. Capacity building continued to make a significant impact with
the enabling support of donors, including the conclusion of FMIP Ill and, based on its success, the commitment fund follow-up
Public Financial Management Capacity Development Programme for Improved Service Delivery over 2018-2023, the initiation of
the Procurement, Infrastructure Management and Knowledge Management Capacity Development Programme and the Municipal
Financial Management Technical Assistance Project. Eleven new trainee accountants were recruited into the Chartered Accountants
Academy, nine trainees qualified to attend the support programme towards writing the board exam and eight candidates qualified
as chartered accountants. In total, this programme has developed 63 chartered accountants since its inception. During this reporting
period the MFMA helpdesk continued to provide support and assistance to municipalities and municipal entities on matters from
budgets to supply chain and borrowing to consequence management procedures. Support was provided to 30 municipalities
prioritised for receiving adverse and disclaimer audit opinions, including reviewing the audit action plans and monitoring progress.
Engagements were held with the senior municipal management of the highest 10 contributors to the previous financial year’s
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total unauthorised, irregular and wasteful expenditure. The Municipal Public Accounts Committees’guide and toolkit were released.
Further support was provided by the Rapid Response Technical Team that assisted nine municipalities with the preparations of their
financial recovery plans.

The Office of the Chief Procurement Officer continued to exercise oversight over compliance to SCM policies, procedures, norms and
standards. Procurement plans, deviations and contract expansions to departments and public entities continued to be published in
a continual effort to strengthen transparency in public sector procurement. Sourcing strategies were developed and implemented,
22 transversal contracts were renewed and the business case for a government online travel booking system was approved. An
e-Education Procurement and Delivery Management Framework was developed and the existing Standard for Infrastructure
Procurement and Delivery Management was reviewed and better aligned to the Infrastructure Delivery Management System.
Significantly, the Public Procurement Bill was finalised and awaits Cabinet approval for public comment as well as the finalisation of
the contract management framework for all of government.

International Financial Relations successfully supported the Minister of Finance in his newly established role of budget oversight
at the African Union through the Committee of Fifteen Finance Ministers, having achieved a 12 per cent year-on-year saving on
the AU budget. Progress was made in the work of the Southern African Customs Union, and in particular the review of the 2002
SACU agreement with the aim of putting the union on a development path. South Africa successfully chaired the Southern African
Development Community for a 12-month period from August 2017. Participation in the OECD, World Economic Forum, G20, IMF and
the World Bank continued with benefits impacting positively on advancing the interests of South Africa and Africa internationally.
Significantly, South Africa co-hosted the Africa Investment Forum with the African Development Bank in support of the President’s
USS$100 billion investment mobilisation. Furthermore, South Africa assumed the chair of the New Development Bank board of
governors and hosted their fourth annual meeting.

The civil and military pension contributions to funds and other benefits continue to provide pension and post-retirement medical
benefits to former employees of state departments and bodies, as well as providing similar benefits to retired members of the
military. Concerning client data, a figure of 100 per cent integrity was achieved as well as for customer service complaints responded
to within seven days. This contributed to the achievement of 99 per cent of benefits being paid out within liable dates.

The Government Technical Advisory Centre (GTAC) continued to work towards the building and strengthening of a capable, ethical
and developmental orientated state with capacity to work with the private sector in promoting growth, employment, infrastructure
investment and public service delivery. Support was provided in assisting the National Treasury in conceptualising the budget facility
for infrastructure as part of the ongoing reform process. A total of 56 project proposals were received in response to the second call
for submissions under the BFl initiative, of which 32 were selected for detailed analysis by the GTAC with recommendations. Eighty
projects aimed at building institutional capacity of client departments were supported. Twenty-six transactional advisory projects
were registered, and reviews of public private partnership assessments were completed. The Municipal Finance Improvement
Programme (MFIP) procured and deployed 69 technical advisers to provide support to departments and enhance programme
management capabilities. The 8th call for proposals was completed, with 43 of the 214 concept note applications invited
to submit a full business case application. The Jobs Fund has approved 152 projects since its inception. The Cities Support
Programme continues to make significant impact, with the delivery of an Executive Leadership Programme to both political and
administrative heads of metros.
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5.2.1 DEPARTMENTAL RECEIPTS

The table below provides a breakdown of the sources of revenue and performance for the 2018/19 financial year.

Table 1: Source of Revenue

DEPARTMENTAL 2017/18 2018/19
RECEIPTS

Tax Receipts - - - - - -
Sale of goods and services
) 31728 116 648 (84 920) 119379 125379 (6 000)
other than capital assets
Interest, dividends and rent
2988 602 3325439 (336 837) 3260761 6830187 (3569 426)
onland
Sale of capital assets 659 683 (24)
Financial transactions in
o 1090 340 988 002 102 338 260 500 158 157 102 343
assets and liabilities
Total 4111 329 4430772 (319 443) 3640640 7113723 (3473 083)

The revenue received on the interest and dividends item relates to 96% of the department’s total revenue.

Sale of goods and services

The higher amount of R6 million is mainly due to an increase in guarantee fees collected from South African Airways (SAA), South
African National Roads Agency Limited (SANRAL).

Interest

The highest amount of revenue received for the department is interest received from the four commercial banks as well as from the
newly introduced CITI Bank. An amount of R3,7 billion was also received from the South African Reserve Bank on foreign currency

deposits that increased the revenue projected.
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Financial transactions

The deficit of R102 343 is due to lesser than anticipated surplus funds received from entities.

5.2.2 PROGRAMME EXPENDITURE

The table below provides a high-level comparison of 2017/18 versus 2018/19 of the expenditure incurred by the Department
against appropriated funds.

Table 2: Payment expenditure made by programmes for the period 1 April 2018 to 31 March 2019

PROGRAMME 2017/18 2018/19

Administration 445 620 437 869 7751 453819 424274 29 545
Economic Policy 163 991 151 860 12131 152770 138 756 14014
Tax Financial

Regulation and
Research

Public Finance 302 296 288 635 13661 298 047 295370 2677
and Budget
Management

Asset and 10100312 10089 761 10551 101 585 91185 10,400
Liability
Management

Financial 1000 846 885833 115013 1102 085 869 104 232981
Accounting and
Supply Chain
Management
Systems

International 5940 689 5469 838 470 851 5883121 5807 686 75435
Financial
Relations
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PROGRAMME

Civil and
Military
Pensions
Contributions
to Funds and
Other Benefits

4648 202

2017/18

4618088

30114

5021277

2018/19

5020100

1177

Technical
Support and
Development
Finance

2558513

2526350

32163

2926779

2235067

691712

Revenue
Administration

10218198

10218 198

9007 217

9007 217

Financial
Intelligence and
State Security

5105639

5105639

4763533

4763533

Total

40 484 306

39792071

692 235

29710233

28 650 931

1057 941

The Department spent 96.4% of its appropriated funds. The underspending of R1.1 billion had no negative impact on attaining

predetermined objectives, as processes were constantly assessed in order to improve spending effectiveness and efficiency. 60% of

the total underspending represents unspent funds of R400 million on the Development Bank Southern Africa (DBSA) Infrastructure

funds which were not transferred due to pending Memorandum of Agreement and the Business case.

The programme has spent 93.5% of its R453.8 million budget for the 2018/19 financial year. Underspending of R4.1 million on

compensation of employees was mainly due to vacant posts not being filled. Savings of R12.2 million on goods and services items

such as computer services, consultancy services, contractors, stationary and travel costs were mainly due to implementation of the

cost containment measures. Underspending of R9.1 million on machinery and equipment mainly due to the pending procurement

of wireless infrastructure for the Centurion building as well as upgrading the current obsolete wireless infrastructure in Cape Town,
240 Madiba Street and 40 Church Buildings.
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The programme has spent 90.8% of its R152.8 million budget for the 2018/19 financial year. Unspent funds of R7.9 million on transfer
and subsidies was mainly due to transfer payment to the Economic Research Southern Africa (ERSA) which did not materialise as a
result of discontinuation of the research. Underspending of R5.7 million on compensation of employees was mainly due to vacant
posts not being filled. The saving of R600 000 on various items mainly due to implementation of cost containment measures.

The programme has spent 99.1% of its R298 million budget for the 2018/19 financial year. The Underspending of R601 000 on
compensation of employees was mainly due to vacant posts that haven't been filled. Furthermore, the saving of R1.3 million on goods
and services was on various items such as bursaries, catering, entertainment, travel and stationery mainly due to implementation
of cost containment measures. Underspending of R800 000 on machinery and equipment due to non-replacement of obsolete
equipment.

The programme has spent 89.8% of its R101.6 million budget for the 2018/19 financial year. Underspending of R4.9 million on
compensation of employees was mainly due to vacant posts not being filled. Underspending of R5.5 million on goods and
services was mainly due delays in the appointment of a consultant to assist with the completion of the final phase of the ALM
Back Office System as well as the tender issuance process for a new support, maintenance and enhancement contract for the
ALM Back Office System.

The programme has spent 78.9% of its R1.1 billion budget for the 2018/19 financial year. Underspending of R227.8 million on
goods and services was mainly on the Integrated Financial Management Systems (IFMS) project relating to the rescheduling of
the procurement of various services. Underspending of R4.5 million on machinery and equipment was due to non-replacement of
system servers for transversal systems.

The programme has spent 98.7% of its R5.9 billion budget for the 2018/19 financial year. Saving of R56 million on payment of
financial assets was mainly due to saving realised on payment to New Development Bank (NDB) and African Development Bank
(AfDB) as a result of foreign exchange rate difference. Saving of R15.6 million on transfers and subsidies was mainly on Common
Monetary Area (CMA) compensation due to less than anticipated yield on the South African long-term bonds. The underspending
of R1.5 million on compensation of employees was mainly due to vacant posts not being filled. Saving of R1.8 million on goods and
services on various items mainly due to implementation of the cost containment measures.
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The programme has spent 100% of its R5 billion budget for the 2018/19 financial year. The expenditure on the programme was on
par with the budgeted amount with immaterial variance.

The programme has spent 76.4% of its R2.9 billion budget for the 2018/19 financial year. Underspending of R418 million on goods
and services was mainly due to R400 million on the Development Bank Southern Africa (DBSA) Infrastructure funds which were not
transferred due to pending Memorandum of Agreement and the Business Case and R11.6 million mainly on Jobs Fund operational
expenditure which experienced delays in appointing service providers in the Job Fund operational budget. The underspending of
R226 million on transfers and subsidies was mainly on the Jobs Fund grant disbursement due to lower than projected disbursements
by the Jobs Fund Partners for the current financial year.

The programme has transferred 100% of its R9 billion budget for the 2018/19 financial year.

The programme has transferred 100% of its R4.7 billion budget for the 2018/19 financial year.

5.2.3 VIREMENTS/ROLLOVERS

The department had virements totalling R340.3 million between various programmes which experienced financial shortages and
surpluses. The virement process was conducted during the 2018/19 year-end process through reprioritisation, where funds from
under-performing programmes-"Surplus funds” were redirected to financially struggling programmes-“Shortages'”.

In summary, the significant virements per programme were as follows:

+ R20 million from Programme 1 to Programme 6.

+ R92 million from Programme 5 to Programme 6.

- R142.5 million from Programme 7 to Programme 6, and

+ R85.8 million from Programme 8 to Programme 6.

No rollovers were requested by the Department.

5.2.4 UNAUTHORISED EXPENDITURE

The National Treasury did not incur any unauthorised expenditure during the year under review.
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5.2.5 IRREGULAR EXPENDITURE

The department incurred irregular expenditure of R465.9 million during the year under review and the main contributors were:

- R140.9 million on transfer of the Municipal Finance Improvement Programme (MFIP) funds to Government Technical Advisory
Centre (GTAC) was not approved by the Accounting Officer.

- R185 million was incurred for the maintenance and support of the legacy systems (BAS, PERSAL, LOGIS and VULINDLELA).

5.2.6 FRUITLESS AND WASTEFUL EXPENDITURE

As reported in the previous financial year, the National Treasury procured software licences for the Integrated Financial Management
System (IFMS) and was required to pay an annual fee for the technical support and maintenance.

Fruitless and wasteful expenditure of R68 million was incurred due to the payment of the Integrated Financial Management System
(IFMS) for technical support and maintenance.

5.2.7 SUPPLY CHAIN MANAGEMENT

The National Treasury does not use the unsolicited bid process.

The National Treasury experienced challenges in the areas of supply chain management (SCM) procedures, policies and systems
during the 2018/19financial year due to non-compliance. Measures to strengthen the SCM control environment includes conducting
a gap-analysis by assessing the current practices, policies, procedures and relevant information as it pertains to the department’s
SCM environment, identifying weakness areas and make improvement recommendations.

Based on the outcome of the gap analysis, the following improvement activities are underway:

- Review and institutionalisation of the entire SCM system policy,

- Development and institutionalisation of frameworks, mechanisms, procedures, manuals and application tools specifically
addressing:
- Demand Management and procurement planning,
« Acquisition management processes and procedures,
- Contract management and administration inclusive of a reformed contracts and commitment register, and

- Development of an improved performance and risk management mechanism inclusive of monitoring and reporting tools and an
updated SCM risk register focusing on both operational and procedural risks.

5.2.8 NON-ADJUSTING EVENTS AFTERTHE REPORTING DATE

Eskom is under the control of the Department of Public Enterprises. However, on 2 April 2019 the Minister of Finance approved that
Section 16 (1) of the PFMA be invoked to transfer R17.652 million to Eskom to meet its obligations and to avoid a call on its existing
government guarantees by 30 May 2019. Transfers were made through the bank account of the National Treasury in accordance
with the cash flow requirements of Eskom. On 2 April 2019 R5 billion was transferred and on 29 April 2019 a further R8.5 billion.
As at 31 May 2019 the National Treasury has transferred a total of R13.5 billion to Eskom. Details on how the Department of Public
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Enterprises envisaged to manage Eskom to remain financially viable can be obtained from the Annual report of the Department of
Public Enterprises.

5.2.9 OTHER MATTERS

Included under note 26 in the Annual Financial Statements is the Irregular Expenditure of R75 million out of a total of R465.9 million.
The amount of R75 million relates to transfers made to GTAC as an implementing agent in terms of the Principal-Agent relationship
since 2014.

APPRECIATION AND CONCLUSION

I wish to thank the NT team, who with dedication and professionalism are committed to the building of a public service worthy of
the democracy we envision. They serve with confidence, courage and compassion. | extend my gratitude towards Minister Mboweni
and Deputy Minister Masondo for their leadership, clarity and determination in guiding and shaping consensus in critical national
debates on matters as far-reaching and wide-ranging as the fiscal framework, SOCs and economic growth.

Dondo Mogajane
Accounting Officer
Date: 17 September 2019

2018/19 NATIONAL TREASURY ANNUAL REPORT | VOTE 7




6. STATEMENT OF RESPONSIBILITYAND
CONFIRMATION OF ACCURACYFORTHE ANNUAL
REPORT

To the best of my knowledge and belief, | confirm the following:
All information and amounts disclosed throughout the annual report are consistent. The annual report is complete, accurate and is

free from any omissions.
The annual report has been prepared in accordance with the guidelines on the annual report as issued by the National Treasury.
The annual financial statements (Part E) have been prepared in accordance with the modified cash standard and the relevant

frameworks and guidelines issued by the National Treasury.

The Accounting Officer is responsible for the preparation of the annual financial statements and for the judgements made in this
information.

The Accounting Officer is responsible for establishing and implementing a system of internal control that has been designed to
provide reasonable assurance as to the integrity and reliability of the performance information, the human resources information
and the annual financial statements.

The external auditors are engaged to express an independent opinion on the annual financial statements.

In my opinion, the annual report fairly reflects the operations, the performance information, the human resources information and
the financial affairs of