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Introduction by the MEC for Finance

As the country enters the new Medium Term Strategic Framework (MTSF) period, the main focus for KwaZulu-
Natal (KZN) Provincial Treasury will be to continue in improving service delivery. This will be fulfilled by
maintaining optimum and transparent allocation of financial resources whilst enhancing revenue generation and
financial management practices in compliance with applicable legislation and corporate governance principles.

The 2015/16 Annual Performance Plan (APP) for KZN Provincial Treasury provides highlights of the key
priorities the department seeks to implement within the 2014 - 2019 MTSF. These priorities emanate from the
reviewed KZN Provincial Growth and Development Plan (PGDP) adopted in 2014, following the successful
endorsement of the National Development Plan (NDP) in 2012.

In this financial year, we as KZN Provincial Treasury will continue to promote sound financial management
practices and fiscal management through good governance. The focus will be directed mainly towards financial
management for general oversight of all provincial departments, municipalities and public entities’ budget
processes, internal audit, supply chain management (SCM), and support for transversal and interlinked financial
systems.

The cost-cutting measures first implemented in 2009/10 continue to remain in place and intensified in KZN.
These will be implemented in line with the pronouncement by the National Treasury in the 2015/16 budget.
Despite the cost cutting measures, the department will continue to implement a number of special projects,
which include but not limited to infrastructure support especially the institutionalisation of Infrastructure Delivery
Management System (IDMS), Technical Advisers (TAs), Operation Pay-on-Time, Operation Clean Audit,
irregular expenditure projects and Municipal Support Programme (MSP).

The enforcement of the culture of compliance and best practice in SCM processes at different levels of
government in the province remains one of our priorities. In 2012 we introduced contract management,
Municipal Bid Appeals Tribunal (MBAT) and Operation Clean Audit programmes which became a huge success.
Complemented by the first pilot of the e-Procurement system to be introduced this year, these programmes will
continue to receive our attention in the 2015/16 financial year.

Public infrastructure investment is a necessary input to stimulate and sustain growth and development in a
region. KZN Provincial Treasury has therefore, continuously been facilitating the provincial departments in
planning for and implementing infrastructure programmes and initiatives in order to obtain maximum value for
money. Following the positive impact of the implementation of the Infrastructure Delivery Management System
(IDMS) on the Provincial Departments of Education, Health and Public Works we are now initiating IDMS to all
other Provincial Departments in KZN. Further to this, we will continue to monitor infrastructure delivery
performance and investigate and facilitate infrastructure funding mechanisms and opportunities to support the
provincial fiscal framework.

Our support for municipalities in ensuring compliance with the Municipal Finance Management Act (MFMA) is
an on-going process. Emphasis will continue to be placed on capacity building to ensure effective service
delivery implementation at municipal level. The MSP will therefore continue to gain momentum this financial
year. The programme provides support to municipalities through Cash Flow Management, Internal Control
Enhancement including Information Technology General Controls (ITGC), Review of Value Added Tax,
Budgeting, SCM Compliance, Internal Audit Risk and Advisory, Policy Development and Reviews, “Getting the
Basics Right” Financial Management Support, and Infrastructure Management.

In line with the National Treasury, we as KZN Provincial Treasury will continue to address the lack of capacity in
departments and municipalities in identifying and managing private public partnership (PPP) projects. We aim to
create and improve relationships between various stakeholders in the PPP process in order to promote better
PPP project flow, and to prevent projects taking place that are not considered to be adding value.



The department, as per National Treasury’s request, will facilitate the implementation of the new upgraded
Diagnostic Compliance Tool and the Financial Management Capability Maturity Model (FMCMM), by identifying
two departments as part of the pilot project prior to the nationwide roll-out of the financial model. Inputs will be
forwarded to National Treasury in order to address the various challenges that may be experienced during the
pilot phase.

The biometric enablement of the asset management system will be completed in 2015/16. Enhancements and
standardisation of the Biometric Access Control System are to be expedited to improve the level of support for
the system in the province.

The KZN Gaming and Betting Board (KZNGBB) entity will pursue its mandate by ensuring that all gambling
authorised under the Act is conducted in a manner which promotes the integrity of the gambling industry and
does not cause financial stress to the public. In addition, the KZNGBB will ensure that gaming promotes
tourism, employment, economic and social development.

Financial literacy project aimed at educating the citizens of KZN about using their money wisely and also on
various aspects such as encouraging savings and financial discipline continues to get the support of the
department. To this end, KZN Provincial Treasury has established Financial Literacy Project (FLP), a Non-profit
institutions which became an independent entity in 2015.

With our competent and dedicated employees who are at the centre of ensuring best value to our stakeholders,
we are determined that we will achieve the goals and targets outlined in this annual performance plan, for the
sake of the people of KZN.

Signed by
Ms. BF Scott

MEC for Finance



Introduction by the Head of Department

The department remains committed to ensuring that the distribution of the public funds is aligned to the
government priorities as well as the objectives of the National Development Plan, Provincial Growth and
Development Plan and that these funds are optimally utilised. KZN Provincial Treasury plays a critical role in
supporting service delivery departments through its resource allocation, thus ensuring that service delivery
happens.

In 2013 MTEF, KwaZulu-Natal had its equitable share allocation reduced as a result of the 2011 Census data
updates. In the 2015 METF a further reduction of more than R1 billion is anticipated as a result of the fiscal
consolidation programme implemented by the Minister of Finance to reduce the county’s debt exposure. This
means that as a province we have to do things differently. We have to reprioritise our budget so as to absorb
these reductions and avoid a fiscal cliff. To this effect, Treasury will be more robust in monitoring the
implementation of the fiscal austerity measures introduced in 2009.

In the 2015 MTEF, Treasury will continue to provide fiscal and financial management support to all provincial
departments, municipalities and public entities as per the Public Finance Management Act (PFMA) and the
Municipal Finance Management Act (MFMA). The Municipal Support Programme and Financial Management
units will continue to improve municipal finances, supply chain management practices, and thereby assisting
municipalities to attain clean audit outcomes.

To improve infrastructure planning and delivery in the province, Treasury will continue with the implementation
of the Infrastructure Delivery Management System (IDMS) in all departments that have infrastructure projects
and this will assist the departments to improve capacity to deliver.

On the supply chain management (SCM) front, Treasury will be rolling out the e-procurement tool throughout
the province in 2015. This tool will replace the current paper-based procurement system with an electronic
system. There are several benefits that will accrue from this. First, it will eliminate collusion between officials in
departments and service providers as it will be extremely transparent. Second, the tool will ensure that
government buys goods and services at market related prices, as it will be linked to a price benchmark index.
Linked to this, our SCM team will continue with the roll-out of contract management programme in departments.
Already, this programme has ensured that thousands of contracts in departments are now available in electronic
format, making the management thereof much easier.

In line with the principle of good corporate governance, the department will continue to perform audit and fraud
risk reviews and assessments and conduct forensic investigations in departments, public entities and
municipalities.

In conclusion, let me welcome the Gaming and Betting Board to Treasury as per the Premier’s proclamation. |
am certain that working together will improve gaming and betting tax collection going forward. This will assist
the province to stabilise its finances.

Signed by
Mr. SL Magagula
Head of Department
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PART A: STRATEGIC OVERVIEW FOR THE DEPARTMENT

1.

11

Updated situational analysis

In the 2013/14 Medium Term Expenditure Framework KwaZulu-Natal had its equitable share allocation
reduced due to the 2011 Census data updates. In the 2015 METF a further reduction of more than R1-
billion is anticipated as a result of the fiscal consolidation programme implemented by the Minister of
Finance to reduce the county’s debt exposure. Despite these major cuts the Provincial Treasury will
continue to practice fiscal prudence. This will be undertaken through the promotion of sound financial
management practice and fiscal management, ensuring equitable allocation of financial resources aimed
at improving service delivery. The Provincial Treasury will enhance its support capacity to departments,
municipalities and public entities in order to eliminate non-compliance and to monitor the continuous
implementation of the cost containment measures throughout the Province.

KZN Treasury as a custodian of provincial fiscus will continue working closely with departments,
municipalities that are entrusted with the delivery Infrastructure projects to ensure economic growth and
creating job opportunities throughout the Province.

The focus in this financial year will mainly be to strengthen control measures and systems in Supply
Chain Management, Financial Reporting and Financial Management to assist Departments to improve
their audit outcomes, especially in the areas of unauthorised and irregular expenditure, assets
management and the elimination of misstatements in the Annual Financial Statements.

Finally, the co-ordination and enhancement of revenue collection will also receive maximum attention
while at the same time promoting sound cash management and thereby improving financial liquidity in the
province.

Performance delivery environment

Programme 2: Fiscal Resource Management

Economic Analysis: The unit is responsible for the analysis of the economy of the province, which in
turn will address the allocation of the resources in the province. This is done through district profiling,
analysis of departmental spending, contributing to the annual report of provincial treasury and conducting
various research activities that will contribute in analysing the economics of the province.

The unit has seen the need to assist in the allocation of resources by involving itself with the
municipalities directly, through conducting workshops and attending municipalities’ IDP forums and
providing municipalities with economic expertise and data. The unit is fully involved in the financial literacy
project conducted in the MEC’s office. This project becomes relevant to the unit as it addresses economic
issues on financial levels.

Infrastructure Management: From the development focus of the MTSF the government has derived
Fourteen Outcome areas that set the guidelines for more results-driven performance. The Fourteen
Outcomes, as an implementation framework for the NATIONAL DEVELOPMENT PLAN (NDP) adopted in
June 2014, wherein, Outcome No.6 states: An efficient, competitive and responsive economic
infrastructure network. Infrastructure however, cuts across all of the Fourteen Outcomes.

The KZN Provincial Growth and Development Plan (PGDP) revised August 2014 aligns with the results-
driven performance objectives of the MTSF and the NDP. The PGDP contains Seven Strategic Goals,
where Strategic Goal four is Strategic Infrastructure, which states; Strategic infrastructure provides for the
social and economic growth and development needs of KZN.

KZN Treasury Infrastructure Unit has continuously been facilitating the provincial departments in planning
for and implementing infrastructure programmes and initiatives in order to obtain maximum value for



money. The Infrastructure Delivery Management System (IDMS) developed through the Infrastructure
Delivery Improvement Programme (IDIP) has been facilitated by KZN Treasury via National Treasury.

The IDMS focus has been on the Provincial Departments of Education, Health and Public Works. KZN
Treasury Infrastructure unit is now initiating IDMS to all other Provincial Departments in KZN. KZN
Treasury Infrastructure unit is also support implementation of IDMS at eThekwini Municipality through the
National Treasury’s Municipal or Cities IDMS implementation pilot and then facilitate full roll-out the
CIDMS to Local Government.

The 2011 census impact to KZN has resulted in budget cuts which amounted to R1.249 billion in 2013/14,
rising to R3.261 billion in 2015/16. The impact not yet fully realised will be the measure of public
infrastructure delivery affordability. Infrastructure shortfalls can have serious implications for communities
and businesses in terms of the protection and continued utility of capital assets

Public infrastructure, whether economic or social infrastructure, exhibit shared characteristics: they both
deliver essential services, have long economic lives, high capital costs, high barriers to entry, high levels
of uncertainty and illiquidity and often involve governments as regulatory or funding counter-parties.
Infrastructure decision makers must consider economic, social and environmental factors for priority
setting and funding allocation.

Continuous focus on funding and financing of public infrastructure are being developed, but it should be
noted that the application of new models is not a panacea. Ultimately infrastructure can only be funded
through taxation, borrowings or direct user charges.

KZN Treasury Infrastructure Unit focus ahead will continue to monitor infrastructure delivery performance,
coordinate and facilitate the IDMS in the province and investigate and facilitate infrastructure funding
mechanisms and opportunities to support the provincial fiscal framework. Assist and provide technical
support to the development of the KZN Provincial Infrastructure Master Plan.

Public Finance: The functions of the Public Finance unit often remain unchanged from year to year in
terms of processes that need to be undertaken, such as the preparation of the annual MTEF budget for
KwaZulu-Natal, preparation of the Adjustments Budget, as well as Revenue and expenditure monitoring
of provincial departments and public entities. The spending, revenue and service delivery of all 16
departments were monitored and these inputs were used to:

e Keep Cabinet updated on a monthly basis on the budget performance of the province.
e  Prepare quarterly budget performance reports.

e  Brief the Finance Portfolio Committee on the Mid-Year and Close-out budget performance of the
province.

e Hold bilateral meetings with departments to engage on spending trends.

Municipal Finance: The Unit will continue to focus on improving the technical support it provides to
delegated municipalities in the province on the preparation of multi-year budgets, the monthly outcomes
of those budgets, in-year monitoring including statutory returns, the preparation of monthly, quarterly and
annual consolidated reports on the state of delegated municipalities’ financial performance in terms of the
Municipal Finance Management Act (MFMA).

The Municipal Support Programme (MSP) within the Municipal Finance Unit has had a positive impact on
the financial management of municipalities. While it is essential to ensure that the fundamentals of
financial management within municipalities are in place, it is not sufficient to only address the basic issues
confronting municipalities. Therefore, the Municipal Support Programme intends to provide support to
municipalities by undertaking the following initiatives:



e Cash Flow Management;

e Internal Control Enhancement including Information Technology General Controls (ITGC);
e Review of Value Added Tax;

e Budgeting;

e SCM Compliance;

e Internal Audit Risk and Advisory;

e Policy Development and Reviews;

e “Getting the Basics Right” Financial Management Support; and

Infrastructure Management

Supply Chain Management, Infrastructure Management and Internal Audit initiatives will be undertaken
by other sub programs within Provincial Treasury under the MSP banner.

Programme 3: Financial management

Supply Chain Management: The Provincial Supply Chain Management Unit is required to establish and
maintain a strategic link between financial management reforms and procurement processes. To this end,
the Unit has conceptualised important SCM reforms that are being implemented in the current financial
year and will continue into the outer years of the MTEF period. As part of the day to day activities, the
Unit provides hands-on support to departments as well as municipalities and continuously undertakes
comprehensive compliance assessments. These assessments help to ensure that incidents of irregular
expenditure relating to SCM processes are reduced significantly. In addition thereto, Provincial SCM Unit
has now established an Intervention Section which intervenes in SCM processes of departments and
municipalities where SCM systems are found to be non-existent or completely collapsed. These
interventions have been implemented at the Departments of Agriculture and Rural Development and
Sports and Recreation. Interventions have also been facilitated at Umkhanyakhude District Municipality
and Ugu District Municipality. There are more proposed interventions for the next financial year.

Provincial SCM Unit has also introduced a new transversal contract for a travel booking system in the
province. It is planned that more transversal contracts be implemented during the next financial year to
ensure streamlining of SCM processes to many frequently procured goods and services by different state
institutions, including public entities.

In enforcing the culture of compliance and best practice in SCM processes at different levels of
government in the province, the Provincial SCM Unit has implemented the following projects:

1. Contract management

The Contract Management system was introduced during the 2012/2013 financial year and became a
huge success at pilot stage. As a result of the success pilot project, this system is being rolled out to all
KZN provincial departments. The first and second phases of this project have been completed. The third
phase is expected to be completed before the end of the current financial year. This system will assist in
ensuring proper measurement and monitoring of suppliers performance.

2. Bid Appeals Tribunal for Municipalities

SCM compliance assessments conducted by Provincial SCM Unit for municipalities indicated that many
cases of fraud and corruption often went unnoticed due to the fact that there was no mechanism for the
public to question SCM processes. Consequently the Unit introduced a system of Municipal Bid Appeals
Tribunal based on Municipal SCM Regulations 49 and 50. The Municipal Bid Appeals Tribunals have
been set up and adopted by more than 93% of municipalities in the province. These structures are



currently fully functional in the province thus all bids awarded by municipalities are now subject to
appeals. This gives effect to the Constitutional requirements that SCM processes conducted by State
institutions must, among other things, be fair and transparent.

3. E-Procurement Tool

The on-going challenge of fraud and corruption through price inflation has necessitated a review on how
we procure goods and services. There is a need for continuous monitoring of supplier's quoted prices
against market prices for different goods and services procured by government departments. Provincial
SCM Unit has started the process of obtaining a procurement tool and setting up of a price index system
for the province. The first pilot of the eProcurement system is expected to be deployed in April 2015.

4. BBBEE Verification

Provincial Government has identified a need of assisting small enterprises with the process of obtaining
BEE verification certificates, given the financial burden attached thereto. The Provincial SCM Unit has
appointed a panel of service providers who are conducting BEE verification for all SMME’s falling into that
category. To date, over 3000 SMMEs on the Provincial Suppliers Database have been verified for
BBBEE compliance and certificates issued. This will assist in getting them in a better position to access
work from provincial departments.

5. Limitations/ Threats
Certain factors still remain an issue or impediment for Provincial SCM Unit to properly discharge its
mandate. These include the following, among others:

e High staff turnover impedes the efficiency capacity of the Unit;
o Staff deployment to departments for SCM interventions put a strain on the Unit’'s human resources;

o Most municipalities do not have a properly functioning supplier's database as required by the SCM
policy, and this is hindering the Unit's efforts to ensure that municipalities manage suppliers
information accurately; and

e Resistance to implement proposed compliance measures by the intended service recipients
especially municipalities continues to be a problem.

Norms and Standards: The Unit's assistance to National Treasury in the development of a more high-
level monitoring tool for provincial departments will culminate in the piloting thereof in two selected KZN
provincial departments prior to its roll-out in the Province and to all state departments. The Unit will
finalise the compilation and issuing of a complementary generic set of standard operating procedures for
departments as it correlates to the provincial treasury instruction notes.

The Unit's municipal-related activities will centre on policy support and the financial system of delegations
in selected municipalities and will primarily function under the auspices of the KZN Provincial Treasury’s
Municipal Support Programme (MSP).

Gaming and Betting : The Unit provides a gambling policy development, line function support and
monitoring service for the MEC responsible for gambling and top management in the department. The
Chief Directorate: Gaming and Betting provides, to national and provincial gambling regulatory bodies,
stakeholders and the general public, an information and advice service, on gambling policy and law. The
Unit operates in a highly litigious environment.

Programme 4: Internal audit

Assurance Services: The Assurance component within the Internal Audit Unit is responsible for
providing a shared Internal Audit function to provincial government departments and certain provincial
public entities. The component also provides administrative support to the shared Provincial Audit and
Risk Committee and the Cluster Audit and Risk Committees which are its sub-committees, and to which
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the unit reports functionally. With the increased focus on governance and the elimination of fraud and
corruption, the Internal Audit Unit’s focus is to proactively assist the institutions it provides services to, to
detect and report on issues relating to risk management, control and governance matters.

With the increased focus on clean audits, the Assurance component plays a vital role is assisting
departments to proactively identify potential areas of control weaknesses that could result in Auditor
General Findings. The component also continues to focus on transversal risk areas and as such conducts
audits on, amongst others, Supply Chain Management, Financial Controls, Predetermined Obijectives,
Transfer Payments, Asset Management and IT. There is also an increased focus on Performance Audits
on various projects or programmes being implemented by departments and these audits concentrate on
value for money issues.

A major challenge currently is the lack of funding to fully capacitate the component to meet the increased
demand for internal audit services, which include an increase in scope of work, additional requests for
internal audit projects and requests to service additional provincial public entities. Also of significant
concern is the lack of adequate IT skills within the Province which hinders the improvement of the control
environment in this area. Although certain weaknesses are reported to management of institutions by the
Internal Audit Unit, prompt and effective implementation is still lacking to ensure that risk exposures in this
critical area are mitigated.

Advisory Services (Risk Management): The component is responsible for providing risk management,
and governance-related advisory services to provincial departments, public entities and municipalities.
While the component is starting to make in-roads in terms of risk management support to these
institutions, we have also seen an increased need to strengthen our advisory services capabilities. In
addition to risk management, we have identified a need to support our institutions on strategic planning
and the development of Annual Performance Plans; review and assistance with development of business
continuity plans; review and assistance with development of OHS programmes, etc.

Advisory Services (Forensic Services): As the component continues to provide forensic investigations
services to provincial departments, public entities and municipalities, there is a concern that most of the
recommendations coming from our investigation reports are not being implemented. In this regard the
component wants to increase its focus on following-up on the implementation of forensic investigations,
and to this end most of our limited resources would also be focused on this area as well. In its quest to
being pro-active, the component would also be playing a key role in the review of fraud prevention plans
of the institutions that we support.

Organisational Environment

Programme 1 (one) - Administration

Programme 1 is responsible for providing support service to the core programmes within the department.
The sub-programmes under this programme are Office of the MEC, Head of Department, Chief Financial
Office and Corporate Services.

Programme 2 (two) — Fiscal Resource Management

This programme is responsible for providing budgeting and reporting functions related to provincial
departments and public entities, in terms of the Public Finance Management Act. The programme is also
responsible for the Municipal Finance Management Act (MFMA). The sub-programmes under this
programme are Programme Support, Economic Analysis (which includes Infrastructure Management),
Public Finance and Municipal Finance.

Programme 3 (three) — Financial Management

This programme is responsible for providing financial management support to the provincial departments.
The sub-programmes under this programme are Financial Asset and Liability Management, Public Private
Partnerships, Supply Chain Management, Financial Reporting, Norms and Standards and Supporting and
Interlinked Financial Systems.



Programme 4 (four) — Internal Audit

This programme is responsible for providing shared internal audit services to provincial departments, and
some of the public entities. The Unit also provides risk advisory services, including forensic investigation
services, to provincial departments, public entities and municipalities. The sub-programmes under this
programme are Assurance Services, and Risk Advisory Services (which include Forensic Investigation
Services).

Programme 5 (five) — Growth and development
This programme is provincial specific. All special projects and community outreach projects of the MEC

are housed under this programme.

The below diagram depicts the high level structure of the Provincial Treasury:

MEC FOR PROVINCIAL TREASURY : KWAZULU-NATAL I

MINISTERIAL SUPPORT
SERVICES SUB-COMPONENT

SECURITY & RISK
! IT SERVICES
COMPONENT

CORPORATE
COMMUNICATIONS
COMPONENT

NATAL PROVINCIAL TREASURY

HEAD OF DEPARTMENT : KWAZULU- I

FISCAL RESOURCE MANAGEMENT I OFFICE OF THE CHIEF I

CORPORATE SERVICES UNIT I BRANCH FINANCIAL OFFICER UNIT

INTERNAL AUDIT FINANCIAL MANAGEMENT INTER GOVERNMENTAL
BRANCH BRANCH RELATIONS UNIT

Revisions to legislative and other mandates

The department is governed by the following legislation and policy directives:

. The Constitution of the Republic of South Africa, 1996 (Act No. 108 of 1996)
. Public Finance Management Act (Act No. 1 of 1999, as amended)

) Municipal Finance Management Act (Act No. 56 of 2003)

. Promotion of Access to Information Act (Act No. 2 of 2000)
o Annual Division of Revenue Act
. Annual Provincial Appropriation Acts

. Broad-Based Black Economic Empowerment Act (Act No. 53 of 2003)
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. Preferential Procurement Policy Framework Act (Act No. 5 of 2000)

. Intergovernmental Relations Framework Act (Act No. 13 of 2005)
. Borrowing Powers of Provincial Governments Act (Act No. 48 of 1996)
. Government Immovable Asset Management Act (Act No. 19 of 2007)

. Construction Industry Development Board Act (Act No. 38 of 2000)
. Public Audit Act (Act No. 25 of 2004)

. Provincial Tax Regulation Process Act (Act No. 53 of 2001)

. KwaZulu-Natal Gaming and Betting Act (Act No. 08 of 2010)

Constitutional mandates

Sections 213, 215, 216, 217, 218, 219, 226 and 228 of the Constitution of the Republic of South Africa
(Act 208 of 1996) deal with general financial matters for the national and provincial spheres of
government. These sections require the national legislation to give effect to the following:

e to establish a national treasury;
e tointroduce generally recognised accounting practices;
e tointroduce uniform treasury norms and standards;

e to prescribe measures to ensure transparency and expenditure control in all spheres of
government; and

e to set the operational procedures for borrowing, guarantees, procurement and oversight over the
various national and provincial revenue funds.

Legislative mandates

The pieces of legislation that give mandate and outline the key responsibilities on the department.

Public Finance Management Act (Act No. 1 of 1999, as amended) and its regulations

The Act promotes the objective of good financial management in order to maximise delivery through the
efficient and effective use of limited resources. The key objectives of the Act are to:

a) Modernise the system of financial management;

b) Enable public sector managers to manage, but at the same time be more accountable;
¢) Ensure the timely provision of quality information;

d) Eliminate waste and corruption in the use of public assets; and

e) Establish National Treasury and provincial treasuries.

Municipal Finance Management Act (Act No. 56 of 2003)

Chapter 2 of the MFMA outlines general functions of National and provincial treasuries.

Section 5(3) and (4) of the MFMA highlight the supervisory responsibilities of provincial treasuries in
relation to ensuring sound and sustainable management of fiscal and financial affairs of municipalities

and municipal entities by establishing norms and standards and other requirements.

To the extent necessary, to comply with its responsibilities in terms of MFMA, a provincial treasury:
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2.4

2.5

2.6

2.7

a) Must monitor:
e Compliance with the MFMA by municipalities and municipal entities in the province;
e The preparation by municipalities in the province of their budgets;
e The monthly outcome of those budgets; and

e The submission of reports by municipalities in KZN as required in terms of the MFMA,

b) May assist municipalities in the province in the preparation of their budgets;

c) May exercise any powers and perform any duties delegated to it by the National Treasury in terms
of the MFMA,; and

d) May take appropriate steps if a municipality or municipal entity in the province commits a breach of
this MFMA.

Promotion of Access to Information Act (Act No. 2 of 2000)

Section 14 requires the department to produce a manual with detailed information about the department
procedure to access it, the form to be used and which information is readily available and which needs
to be requested. Section 32 of the Act stipulates that the department must submit an annual report to
the Minister of Justice detailing requests received, those acceded or rejected and reasons for rejection.

Annual Division of Revenue Act

This Act provides for the equitable division of revenue anticipated to be raised nationally among the
national, provincial and local spheres of government.

a) It promotes better coordination between policy, planning, budget preparation and execution
processes between and within the different spheres of government.

b) It promotes predictability and certainty in respect of all allocations to provinces and municipalities in
order that such governments may plan their budgets over a multi-year period.

c) It promotes transparency and equity in the resource allocation process.

d) It promotes accountability by ensuring that all allocations are reflected on the budgets of receiving
provinces and municipalities.

Annual Provincial Appropriation Acts

These Acts provide for the appropriation of money from the Provincial Revenue Fund for the
requirements of the province.

Broad-Based Black Economic Empowerment Act (Act No. 53 of 2003)

This act provides for the establishment of the legislative framework for the promotion of black economic
empowerment.

Preferential Procurement Policy Framework Act (Act No. 5 of 2000)

This act gives effect to Section 217 (3) of the Constitution by providing a framework for the
implementation of procurement policy. The framework for the implementation of preferential
procurement policy requires all organs of state to have their preferential procurement policy and
implement them within a prescribed set of criteria that applies preference points system with emphasis
to previously disadvantaged groups.
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2.9

2.10

Intergovernmental Relations Framework Act (Act No. 13 of 2005)

The object of this act is to provide within the principle of co-operative government set out in Chapter 3 of
the Constitution a framework for the national government, provincial governments and local
governments, to facilitate co-ordination in the implementation of policy and legislation:

a) Coherent government;
b) Effective provision of services;
¢) Monitoring implementation of policy and legislation; and

d) Realisation of national priorities.

Borrowing Powers of Provincial Governments Act (Act No. 48 of 1996)

This Act provides for norms and conditions in respect of the borrowing powers of provincial
governments and for matters incidental thereto.

Government Immovable Asset Management Act (Act No. 19 of 2007)

The department has a responsibility to implement all applicable sections of this Act in managing its
immovable assets or when providing support and advisory services to the provincial departments.

2.11 Construction Industry Development Board Act (Act No. 38 of 2000)

2.12

2.13

2.14

2.15

The Act implements an integrated strategy for the reconstruction, growth and development of the
Construction industry.

The key objectives of the Act may be summarised as being to:

(a) promote the contribution of the construction industry in meeting national construction
(b) demand and in advancing National, social and economic development objectives
(c) implement policy on construction industry development

(d) promote best practice through the development and implementation of appropriate
programmes and measures aimed at best practice and improved performance of public and
private sector clients, contractors and other participants in the construction delivery process.

Public Audit Act (Act No. 25 of 2004)

The department must comply with all applicable provisions of the Public Audit Act as an auditee.

Provincial Tax Regulation Process Act (Act No. 53 of 2001)

This Act provides the regulation of intergovernmental process that must be followed by provinces in the
exercise of their power in terms of section 228 of the Constitution to impose taxes, levies and duties, the
flat-rate surcharges on the tax basis of any tax, levy or duty imposed by national legislation; and to
provide for connected therewith.

KwaZulu-Natal Gaming and Betting Act (Act No. 08 of 2010)

This act provides for the regulation of gaming, horse racing and betting in the Province of KwaZulu-
Natal.

Policy mandates

The following policies outline the key responsibilities for the department.



a)

Partnership’s transactions in the public sector environment.

b)

PPP policy, this policy provides guidelines for administration and managing Public Private

SCM and PPPFA policy, this policy provides guidelines for the administration of a Supply Chain

Management in line with broad government objectives. It also aims at promoting emerging
enterprises with particular emphasis on black economic empowerment.

<)

managed in the public sector in line with the relevant Acts.

d)

Management Act (Act No. 1 of 1999, as amended by Act No. 29 of 1999).

Budgeting process policies, they provide framework within which budgeting process must be

Treasury Regulations, provides procedural guidelines of implementation of the Public Finance

3. Overview of 2015/16 budget and MTEF estimates
3.1 Expenditure estimates
Summary of payments and estimates by programme: Provincial Treasury
Audited Outcome Ma".] . Adjus.teq Re\.llsed Medium-term Estimates
Appropriation Appropriation  Estimate
R thousand 2011112 2012113 2013114 2014115 2015116 2016117 2017118
1. Administration 80 361 97 905 96 932 117 338 118 312 112023 123 089 129 917 136 413
2. Fiscal Resource Management 32280 76 870 91204 110123 87023 76 592 103 567 108 606 105 636
3. Financial Management 185 674 251487 286 894 334 795 330 695 307 295 319778 333036 329738
4. Internal Audit 75169 93154 107 363 129 749 125749 125 909 131 558 121683 127 767
5. Growth and Development 37721 38 317 41055 186 310 46 693 45315 34159 14 526 8 952
Total 411 205 557 733 623 448 878 315 708 472 667 134 712151 707 768 708 506
Note: Programme 1 includes MEC remuneration: Salary R1 821,577 million
Summary of payments and estimates by economic classification: Provincial Treasury
Audited Outcome Ma'f‘ . Adjus.tec'l Re\.nsed Medium-term Estimates
Appropriation Appropriation Estimate
R thousand 2011112 2012113 2013114 2014115 201516 2016117 2017118
Current payments 357 411 478 406 549 746 809 999 618 284 580 388 654 524 660 248 658 764
Compensation of employees 129790 165 967 188 527 230 825 220 525 213 550 260 566 274729 280 064
Goods and services 226 615 312439 361219 571406 396 791 365 870 383 726 374 745 367 387
Interest and rent on land 1006 - - 7768 968 968 10 232 10774 11313
Transfers and subsidies to: 49743 73 405 67171 57 498 78270 76 860 51636 42977 44969
Provinces and municipalities 31264 28026 21983 13522 32120 32077 10318 244 256
Departmental agencies and accounts 17 337 35775 41881 39276 39276 39276 32532 34255 35968
Higher education institutions - - - - - - - - -
Foreign governments and international organisations - - -
Public corporations and private enterprises - - - - - -
Non-profit institutions - - - - 1000 1000 3150 3150 3150
Households 1142 9604 3307 4700 5874 4507 5636 5328 5595
Payments for capital assets 3819 5909 6114 10 818 11918 9 886 5991 4543 4773
Buildings and other fixed structures - - - - - - - - -
Machinery and equipment 3294 5515 6114 10818 11918 9 886 5991 4543 4773
Heritage assets - - - - - - - - -
Specialised military assets - - R
Biological assets - - -
Land and sub-soil assets - - - -
Software and other intangible assets 525 394 - - -
Payments for financial assets 232 13 M7 - - - - - -
Total 411 205 557 733 623 448 878 315 708 472 667 134 712151 707 768 708 506
3.2 Reconciling expenditure trends to strategic goals

e The allocation made to Programmes 2 and 3 is mainly contributing toward attainment of sound
financial, fiscal management and good governance.
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e The promotion of sound cash management practices and to improve liquidity in the province is
catered for under Programme 3, sub-programme: Financial Asset and liability.

e The budget allocation in Programme 3 under supply chain management, and Programme 5 under
Growth and Development is aimed at the attainment of fighting poverty and creating jobs in
partnership with provincial departments through procurement targeting.

e Also in Programme 3 is the allocation made toward the enhancement of broad-based BEE through
effective Supply Chain Management policies.

e The attainment of good governance and implementing a policy on zero tolerance on fraud and
corruption is catered for under Programme 4, internal audit budget allocation.

3.3 Departmental budgeted receipts

Summary of receipts and financing

Audited Outcome Ma".] . Ad]us.teq Re\.nsed Medium-term Estimates
Appropriation Appropriation  Estimate
R thousand 201112 2012113 2013/14 2014/15 2015/16 2016/17 2017118
Equitable share 512 366 567 640 485764 703 762 559 154 559 154 648 589 680 768 708 506
Total receipts 512 366 567 640 485 764 703 762 559 154 559 154 648 589 680 768 708 506
Total payments 411 205 557 733 623 448 878 315 708 472 667 134 712151 707 768 708 506
Surplus/(Deficit) before financing 101 161 9907 (137 684) (174 553) (149 318) (107 980) (63 562) (27 000) -
Financing
of which
Provincial roll-overs 18 538 40 926 34004 - 24765 24765 - - -
Provincial cash resources - 44 062 180 927 174 553 124 553 124 553 63 562 27 000 -
Surplus/(Deficit) after financing 119 699 94 895 77 247 - - 41338 - - -
Summary of departmental receipts collection
Audited Outcome Ma".‘ . Adjus.tecll Re\.nsed Medium-term Estimates
Appropriation Appropriation  Estimate
R thousand 2011112 2012113 2013/14 2014/15 2015/16 2016117 2017118
Tax receipts 405 857 447 730 488 254 572 705 572 705 531608 648 227 732728 776 692
Casino taxes 337435 383 056 421355 490 803 490 803 457 046 556 890 630 869 668 721

Horse racing taxes 68 422 64 674 66 899 81902 81902 74 562 91337 101 859 107 971

Liquor licences - - - - - -

Motor vehicle licences - - - - - - - - R
Sale of goods and services other than capital assets 152 159 169 182 182 297 203 204 209
Transfers received - - - - - - - R R
Fines, penalties and forfeits - - 1 - - -
Interest, dividends and rent on land 288 008 269 818 249 807 266 048 266 048 291100 283 341 301757 316 846

Sale of capital assets 760 32 409 160 160 191 170 181 192
Transactions in financial assets and liabilities 333 437 352 375 375 382 380 382 385
Total 695 110 718 176 738 992 839 470 839 470 823 578 932322 1035253 1094 324
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PART B: PROGRAMME AND SUB-PROGRAMME PLANS

1. PROGRAMME 1. ADMINISTRATION

1.1 Sub-programme: Office of the MEC

1.2 Sub-programme: Head of Department

13 Sub-programme: Chief Financial Office

14 Sub-programme: Human Resource Management
1.1  Sub-programme: Office of the MEC

Specified policies and priorities

The purpose of the Office of the MEC is to enable the Member of Executive Authority to provide
Provincial Treasury with strategic administrative and political leadership in order to ensure effective and
efficient service-delivery as mandated by government.

The mandate is derived from the Constitution of the Republic of South Africa (1996), and various pieces
of legislation, policies and directives. These include legislation relating to the core business of the
Provincial Treasury as enshrined in e.g. PFMA and MFMA. The Office of the MEC is able to achieve
the above through the following activities:

¢ Engage extensively with various stakeholders in the co-ordination and planning of community based
events in order to ensure wide consultation for effectiveness and efficiency of the Provincial
Treasury programmes and service delivery;

e Provision of well researched information and data to enhance and add credibility in the speeches
and other pertinent issues relevant to the MEC for Finance;

e Provision of relevant effective and efficient ministerial support which is of an administrative nature,
parliamentary liaison, public relations, etc.;

e Building and maintenance of a positive image of the department and the MEC through effective
internal and external communications; and

e Provision of security risk advisory and management services to the MEC, HOD and department in
terms of legislative mandates.

The strategic objective is:

To provide strategic administrative and political leadership, in order to ensure effective and efficient
service delivery as mandated by government.

Progress analysis

e The Office of the MEC is progressing well in supporting the MEC to provide strategic administrative
and political leadership in Provincial Treasury Department and ensure compliance with the PMFA
and other related prescripts.

e Communications regularly utilizes the print and electronic media space to advise public of
achievements and progress of MEC’s initiatives including pre- and post-budget road shows,
financial literacy, infrastructure crack team, operation pay on time and support provided to other
departments, municipalities and public entities regarding financial management systems.
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e The Security & Risk Management continuously engage with internal and external stakeholders to
mitigate risks, increase awareness and compliance with Minimum Security Standards (MISS) and
other Security prescripts.

Analysis of constraints

e  The current security system is serving the third generation of the term of office and showing some
limitations.

e Dependence on the landlord (DOH) for systems that support the Office of the MEC e.g.
Switchboard and power supply, limits the normal performance when the landlord is unable to
meet/satisfy the contractual obligations with service providers.

Measures to overcome constraints

e Authority has been granted to upgrade the security system to meet the current needs and

standards.

e |solation of the PABX system for the Office of the MEC from the main switchboard for Natalia
Building;

e Provide alternative power supply to keep the Office of the MEC systems operative during load
shedding.

Description of planned quality improvement measures

e The measures to overcome constraints above will add value in the improvement of performance of
the Office of the MEC.

e Events consultation and planning will take place long in advance to avoid short time frames for
providers to deliver quality service.

Strategic objective annual targets: 2015/16

Sub-programme: 1.1 Office of the MEC
Audited / Actual performance Estimated Medium-term targets
Strategic objective Performance Indicator performance
2011112 2012113 2013114 2014/15 2015/16 2016117 2017118
To provide strategic Attendance of scheduled Budget o
administrative and Council Meetings 100% ! 0 4 4 4 4
political leadership, in Attendance of scheduled
order to ensure effective | Provincial Cabinet and 75 7 61 40 40 40 40
3an efficient ser;med b Legislature meetings
elivery as mandated by P, ;
govemment, zllee"(\i):r}t/)neﬁngs on service 8 4 5 4 4 4 4
Programme performance indicators and annual targets: 2015/16
Sub-programme: 1.1 Office of the MEC
Audited / Actual performance Estimated Medium-term targets
Performance indicator performance
2011112 2012113 2013114 2014/15 2015/16 2016/17 2017118
Attendgnce of scheduled Budget 100% 1 0 4 4 4 4
Council Meetings
Attendance of sgheduled Proymual 75 7 61 m m m 40
Cabinet and Legislature meetings
Media briefings on service delivery 8 4 5 4 4 4 4
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Quarterly targets: 2015/16

Sub-programme: 1.1 Office of the MEC
Programme performance . . Quarterly targets

Indicators Reporting period Annual target 201516 Quarter 1 Quarter 2 Quarter 3 Quarter 4
Attendance of Scheduled
Budget Council Meetings Quarterly 4 ! ! ! !
Attendance of scheduled
Provincial Cabinet and Monthly 40 10 10 10 10
Legislature Meetings
Media briefings on service
delivery Quarterly 4 1 1 1 1

1.2

Sub-programme: Head of Department

Specified policies and priorities

The overall purpose of the Office of the HOD is to enable the HOD to provide the department with
administrative and strategic leadership to fulfill all statutory requirements pertaining to the functioning of
the department.

The priorities of the Office of the HOD centre on facilitating, and overseeing financial management and
good governance by government departments, entities and municipalities in Kwa-Zulu Natal.

The strategic objectives are:

e To ensure that the department’'s statutory strategic planning, reporting and performance
management processes are in place;

e To ensure that departmental outputs are achieved; and
e To strengthen Provincial Treasury’s intra- and inter-governmental relations.

Progress analysis
e The MTEF and budget adjustment process were undertaken in accordance with PFMA.

e The Head of Department has timeously submitted all budget performance reports and all
required reports related to key projects within the department to Cabinet.

e The Head of Department provides strategic leadership in policy development through his co-
chairmanship of the Economic Sector and Infrastructure Development Cluster and his
participation in various policy discussions on financial management and economic
development.

e The Head of Department contributes to community development through numerous projects
such as donating school uniform to poor learners and a teacher support programme with KPMG
as part of Operation Sukuma Sakhe.

Analysis of constraints and measures planned to overcome them

There were no significant constraints which impacted on the Office of the HOD’s ability to deliver on its
mandate.

Description of planned quality improvement measures

The Head of Department will work with all units concerned in ensuring that the department continues to
effectively deliver on its mandate and priorities that have been identified by Cabinet.
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Strategic objective annual targets: 2015/16

Sub-programme: 1.2 Head of Department
Audited/Actual performance Estimated Medium-term targets
Lo Performance
Strategic objective . performance
Indicator 2011112 2012113 2013114 2014/15 2015/16 2016117 2017118
To ensure effective 4 Quarterly 4 Quarterly
leadership, Quarterly budget budget budget 4 budget 4 budget 4 budget 4 budget 4 budget
performance performance performance performance performance
management and performance report performance performance
* ; . reports to reports to reports to reports to reports to
technical support to the | to Cabinet report to report to Cabinet ) ) ) ) )
L h . Cabinet Cabinet Cabinet Cabinet Cabinet
Provincial Treasury in Cabinet
line with relevant Facilitate and Tabled EPRE Tabling of Tabling of Tabling of Tabling of
legislation, policy Coordinate the and Adiustment MTEF, MTEF, MTEF, MTEF,
directives and best tabling of MTEF, Bud etJ in terms Adjustment Adjustment Adjustment Adjustment
practice Adjustment budget 2 2 get, Estimates at Estimates at Estimates at Estimates at
. of PFMA at ! . . ’
in terms of the Legislature and Legislature and Legislature and Legislature and Legislature and
PFMA at Legislature gabinet 2 Cabinetinterms | Cabinetinterms | Cabinetin terms Cabinet in terms
and Cabinet of the PFMA of the PFMA (2) of the PFMA (2) of the PFMA (2)
Represent KZN at 5 meetings Attended all 5 Attended all Artgnd 5 Attgnd 5 Attgnd 5 Attqnd 5
) N ) ) National National National National
the National per financial national budget national budget
! : ; ’ . Treasury Treasury Treasury Treasury
Treasury Meetings year council meetings | council meetings ) ) ) )
meetings meetings meetings meetings
Programme performance indicators and annual targets: 2015/16
Sub-programme: 1.2 Head of Department
Audited / Actual performance Estimated Medium-term targets
Performance indicator performance
2011112 2012113 2013114 2014/15 201516 201617 2017118
4 Quarterly 4 Quarterly 4 budget
Quarterly budget performance report budget budget 4 budget 4 budget 4 budget 4 budget performance
A performance performance performance performance
fo Cabinet performance performance reports to Cabinet | reports to Cabinet | reports to Cabinet | reports to Cabinet reports to
report to Cabinet report to Cabinet Cabinet
Tabled EPRE and | Tabled EPRE and | Tabled EPRE and | Tabled EPRE and | Tabled EPRE
Facilitate and Coordinate the tabling Adjustment Adjustment Adjustment Adjustment and Adjustment
of MTEF, Adjustment budget in terms 2 2 Budget, in terms Budget, in terms Budget, in terms Budget, in terms Budget, in terms
of the PFMA at Legislature and of PFMA at of PFMA at of PFMA at of PFMA at of PFMA at
Cabinet Legislature and Legislature and Legislature and Legislature and Legislature and
Cabinet (2) Cabinet (2) Cabinet (2) Cabinet (2) Cabinet (2)
Attend 5 National ! ! Attend 5
Represent KZN at the National 5 meetings per Attlended all5 A.ttended all Treasury Attend 5 National | Attend 5 National National
) . national budget national budget ) Treasury Treasury
Treasury Meetings financial year ’ ) ’ A meetings ) ) Treasury
council meetings council meetings meetings meetings ;
meetings
Quarterly targets: 2015/16
Sub-programme: 1.2 Head of Department
Programme performance Quarterly targets
g Indicgtors Reporting period Annual target 2015/16
Quarter 1 Quarter 2 Quarter 3 Quarter 4
Quarterly budget 1 budget performance 1 budget performance 1 budget performance
4 budget performance 1 budget performance ‘ . .
pczrgior:?tance report to Quarterly reports to Cabinet report to Cabinet report to Cabinet report to Cabinet report to Cabinet
;Zc;gt;t;gagg ﬁ?g:mate Ad'us.{:wt:elr?td BEUZREt ai?1dterms Table Budget Table EPRE at
Adjustment budget in terms Quarterly d get, N/A N/A . 9 . )
. of PFMA at Legislature and Adjustment at Cabinet Cabinet
of the PFMA at Legislature Cabinet (2)
and Cabinet
Represent KZN at the Quarter Attend 5 National Treasury Attend 5 National Attend 5 National Attend 5 National Attend 5 National
National Treasury Meetings y meetings Treasury Meetings Treasury Meetings Treasury Meetings Treasury Meetings

1.3

Specified policies and priorities

Sub-programme: Chief Financial Office

The Office of the Chief Financial Officer (OCFO) provides financial management support services to
internal and external customers. The services rendered by OCFO range from budgetary control, supply
chain management, financial management, asset management as well as advisory services on internal
control systems and governance issues.
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The strategic objective is:

To ensure effective management of departmental finances in line with statutory requirements.

Progress analysis

In the current year of review, the unit undertook the following activities.

SCM & Asset Management

All asset additions and internal transfers were updated in the asset register with information
received from Assistant Asset Controllers.

Irreparable and obsolete computer equipment was recommended by the Disposal Committee and
approved by the Accounting Officer for auction.

The SCM unit commenced the process of renewing consultancy panels, this process should be
finalized by the end of the financial year 2014/15.

The procurement plans input were consolidated and submitted to Provincial Treasury SCM.

Management Accounting and Plann