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Introduction by the MEC for Finance

Planning ahead for the future is cardinal as illustrated in the analogy of the beams in the dining hall of a world
renowned college: When the huge oak beams in the great hall's roof became infested with beetles the college
was at a loss as how to find oak timber that would be large enough. The college forester came to the rescue:
informing the board that when the college was built in the fourteenth century, oaks had been planted in the
nearby forests specifically for the purpose of replacing these beams. Five hundred years later they were ready
to be felled and used in the great hall.

This Annual Performance Plan is making provision for the 2014/2015 financial year. No great plan can be
drafted in isolation. Therefore great care has been taken to align Provincial Treasury’s goals with government’s
plans for our country and our Province, as set out in the National Development and Provincial Growth and
Development plans.

Clear delivery targets change the lives of our citizens for the better and with job creation and demands for
housing still topping the list of needs, it makes infinite sense that we have programmes that stimulate economic
growth and create jobs.

Spending on infrastructure delivery is essential to fuel local economic growth. Departments have to be
monitored closely to improve their planning and prioritization of infrastructure projects, and Treasury’s
infrastructure unit will play an essential role in assisting Departments with the infrastructure bidding process for
grant allocations.

Efficient reporting and monitoring tools are critical in evaluating progress in service delivery. Obtaining accurate
financial information remains a challenge. Therefore the improvement of reporting tools and monitoring of
departments, public entities and municipalities will be a key focus to ensure accurate reporting.

Without capable and competent staff our Department cannot achieve our goals. Our Human Resources
component, which again won a gold award for being the best Human Resources Unit in the Province, has made
great strides in filling funded vacant posts within the Department, reducing the vacancy rate from 32% to
15.23%. The pool of women in posts with scarce skills has been increased, while knowledge management
practices are also being implemented to ensure that institutional knowledge is not lost with the natural attrition of
employees.

The Human Resource unit will work closely with the Supply Chain Management and Internal Audit Units, as well
as and other components to assist with the appointment and training of employees with limited specialised
skills. This, and the Provincial SCM Unit, will certainly help in creating a culture of full compliance, especially
with SCM prescripts.

While budget cuts are a reality for the 2014/15 financial year, given the limited public funds at our disposal,
maximising our provincial revenue will certainly help to increase the R1 billion contingency reserves we have
budgeted for to cushion us against potential shortfalls.

This of course, does not exonerate us from carrying out our responsibility to ensure responsible spending. Thus
the cost of initiatives must be linked to results and the imperatives of sound financial management, namely:

e Spending on budget

» Obtaining Clean Audits

« Eliminating unnecessary costs and wastage

e Getting Value for Money: Doing More With Less

» Dealing with corruption & deliberate wrongdoing

» Eliminating Unauthorized and Irregular Expenditure

Regular assessments of the implementation of Supply Chain Management and procurement support to
departments and municipalities are key in achieving sound financial management. This year will see the
extension of the contract management pilot project to other departments, as well as the standard pricelist for
goods and services frequently procured by government departments being implemented.

It is pleasing to note that we operate in a stable mature information technology environment, with minimal
disruption to business operations due to IT related challenges. The Biometric Access Control System continues to
provide an advanced level of security for BAS and Persal. No systems related fraud has been reported since the




deployment of this system. In addition the engagement with senior executives of SITA to resolve delays in the
procurement of IT goods and services will certainly expedite service delivery.

We have to meet our targets and deadlines effectively, economically and efficiently to increase confidence
among potential investors, as well as the public we serve. Therefore the Provincial Treasury will lead in
transparency and accountability.

Public consultation is part of good governance. To this end my Office and the Department will consult citizens
during our Pre-Budget and Post Budget road shows and Operation SukhumaSakhe outreaches. Our financial
literacy drive has been playing an increasingly important role with the vision of reducing poverty by expanding
social and economic opportunities for all citizens in the Province through financial education. The financial
literacy initiatives under the umbrella of the KwaZulu-Natal Financial Literacy Association impact positively on
our citizens and membership in this public private partnership has grown since its inception from 29 in 2011 to
106. We have to help people build assets and create wealth, not only for themselves and their households, but
also to grow business and community resources and ultimately for the Province and the country.

With our specific goals contained in this Annual Performance Plan, we pledge to work together in spending the
money of our citizens wisely.

Ms CM Cronje
MEC for Finance




Introduction by the Head of Department

Many of the past 20 years of democracy reviews agree that the South African government has made great
strides in expanding the provision of government services, particularly to the previously unserved. This was
underpinned by the transformation of the public finance, key being the introduction of the Public Finance
Management Act and the medium term budget cycle. The two public finance reforms have improved
accountability, budgeting and financial management.

The key mandate of the department is to manage and support the implementation of the Public Finance
Management Act and the Municipal Finance Management Act in provincial and local government respectively.
This continues in the 2014/15 financial year with focus on areas identified by the auditor general as weak points
in achieving effective financial management.

The KwaZulu Natal Treasury Annual Performance Plan for 2014/15 is informed by the Provincial Growth and
Development Strategy as well as the National Development Plan. Both identify the continued social and
economic exclusion of many South Africans as reflected in the high levels of poverty and inequality as the
biggest challenge facing the country and the province. The programmes of the department aim to contribute
towards addressing this and other challenges.

To achieve sustainable and inclusive growth South Africa needs investment in infrastructure. The Infrastructure
Delivery Improvement Programme supports the improvement of public sector infrastructure delivery. The next
phase of the programme aims at institutionalizing the provincial improvement initiatives linked to the
Infrastructure Delivery Management System (IDMS). The Infrastructure “Crack Team” intervention is
strengthening capacity at both provincial and local level which in turn improves the value for money and on-
budget spending of the infrastructure allocations.

Local government is at the coalface of service delivery and for it to delivery efficiently and effectively it is critical
that good financial management is in place. The Municipal Finance Support Programme will strengthen the
technical support provided to delegated municipalities on financial management.

In the quest to improve good governance the Internal Audit unit continues to expand its services which include
Assurance Services, Risk Management and Forensic Investigations.

As a response to the shortage of Chartered Accountants in the province, the department has fostered
partnerships with the South African Institute of Chartered Accountants (SAICA) and the National Treasury to
become an accredited training office, wherein B Com Honours/Certificate in the Theory of Accounting (CTA)
postgraduates enter into contract with the department as trainee accountants. The department will also be
appointing unemployed African female Chartered Accountants onto a Training Rank Programme within the
Department to develop their management skills at MMS and SMS levels. Over a four year period the
department is investing R16 million towards the Thuthuka Bursary Fund. Through this fund the department aims
to support deserving students to study as Chartered Accountants and upon completion of studies be placed in
municipalities within the province to service financial related positions and at the same time serve the
communities where they come from.

Informed by existing legislation, policies and plans, KwaZulu Natal Treasury will continue to contribute towards
developing South Africa as envisioned with the dawn of democracy twenty years ago.

SL Magagula

Head of Department




TABLE OF CONTENTS

Part A:

1.
1.1
1.2

2.

3.1
3.2
3.3

Part B:

1

11
1.2
13
14
15

2.
2.1
221
2.2.2
2.3
24
2.5

3.

3.1
3.2
3.3
3.4
3.5
3.6
3.7

4.
4.1
421
4.2.2
4.3

5.
5.1
5.2

Part C:

Strategic overview for the department

Updated situational analysis

Performance delivery environment
Organisational environment

Revisions to legislative and other mandates

Overview of 2014/15 budget and MTEF estimates
Expenditure estimates

Reconciling expenditure trends to strategic goals
Departmental budgeted receipts

Programme and sub-programme plans

e  Strategic objective annual targets:2014/15
*  Programme Performance indicators and annual targets:2014/15
e Quarterly targets:2014/15

Programme 1: Administration

Sub-programme 1.1: Office of the MEC
Sub-programme 1.2: Head of Department
Sub-programme 1.3: Chief Financial Office
Sub-programme 1.4: Human Resource Management
Reconciliation of budget with plan

Programme 2: Fiscal Resource Management
Sub-programme 2.1: Programme Support
Sub-programme 2.2.1: Economic Analysis
Sub-programme 2.2.2: Infrastructure
Sub-programme 2.3: Public Finance
Sub-programme 2.4: Municipal Finance
Reconciliation of budget with plan

Programme 3: Financial Management

Sub-programme 3.1: Financial Asset and Liability Management
Sub-programme 3.2: Public Private Partnerships (PPPs)
Sub-programme 3.3: Provincial Supply Chain Management
Sub-programme 3.4: Financial Reporting

Sub-programme 3.5: Norms and Standards

Sub-programme 3.6: Supporting and Interlinked Financial Systems
Reconciliation of budget with plan

Programme 4. Internal Audit
Sub-programme 4.1: Assurance Services
Sub-programme 4.2.1: Risk Management
Sub-programme 4.2.2: Forensic Services
Reconciliation of budget with plan

Programme 5: Growth and Development
Sub-programme 5.1: Other Developmental Initiatives
Reconciliation of budget with plan

Links to other plans



PART A: STRATEGIC OVERVIEW FOR THE DEPARTMENT

1.

1.1

Updated situational analysis

The 2013/14 Medium Term Expenditure Framework (MTEF) was characterized by severe equitable share
reductions for the Province of KwaZulu-Natal which in total amounted to R5.6 billion for the three MTEF
years. This was mainly due to the decline in the population growth rate of the province as per the findings
of the 2011 national Census. The 2014/15 MTEF will see another fiscal shock in the province as the
buffer funding of R1.2 billion that was allocated in order to cushion the province from the impact of
equitable share reduction falls away in 2016/17. Given this reality, the province therefore needs to
continue to practice fiscal prudence through:

e Eliminating wasteful spending,

e Fighting fraud and corruption,

e Spending on budget, and

* Implementing the cost-cutting measure vigorously.

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 researches that will contribute in addressing the economic situation 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: The unit will continue to support the provincial departments in seeking to
maximise the impact of infrastructure investments. The Implementation of Infrastructure Delivery
management System (IMDS) is one of the vehicles that is focusing to improve infrastructure delivery.This
will be achieved by supporting the Departments in building capacity through IDMS that will enhance and
improve delivery. The unit will perform its support and monitoring functions on long-term planning and
engage departments with recommendations for improvements. This will be achieved by:

* Implementation of Infrastructure Delivery Management System (IDMS) by DoE, DoH and DoPW
e Introduction of IDMS to other Departments
* Management of Infrastructure Delivery Improvement Programme (IDIP)

Improvement on adherence to Infrastructure performance grant system

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:

. Keep Cabinet updated on a monthly basis on the budget performance of the province.




. Prepare quarterly budget performance reports.

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

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

Key focus was placed on the enhancement of revenue from patient fees by the Departments of Health,
and a position paper was drafted in this regard that identified areas of weaknesses, and looked at
providing possible solutions. The biggest challenge remains that most of the health institutions are on a
manual system and this leaves a lot to be desired in terms of efficiency.

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
municipalities are in place, it is not sufficient to only address the basic issues confronting municipalities.

With this in mind, the MSP intends focusing on improving the processes around the following work-
streams:

e Cash Flow Management;

« Enhancing the control environment around financial processes;

e Improving Information Technology General Controls;

» Mentoring the Chief Financial Officers;

« Improving the credibility of financial reporting;

* Improving Supply Chain Management practices; and

*  The Internal Audit function.

Supply Chain 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
Unitprovides 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 SCMprocesses 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 havebeen implemented at the Departments of Health, Social Development and Sports and
Recreation. There are more proposed interventions for the next financial year.




Provincial SCM Unit has also introduced a new transversal contract for travelling 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 is implementing 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 systemis currently being rolled
out to all KZN provincial departments. The first phase of this project 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 80% 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. Procurement sourcing tools

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.

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 doing BEE verification for all SMME’s falling into that
category. This process will be conducted on annual basis.

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

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

* 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

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

Financial Reporting: Financial Reporting shall continue to focus on improving financial management in
provincial departments, municipalities and public entities. The financial management weaknesses within




the Province shall be addressed by means of continued implementation of the following key work
streams:

. GRAP implementation and training for municipalities and public entities

. Asset management for Provincial Departments, municipalities and public entities

. Inter-Department Accounts Monitoring for Provincial Departments

. Financial Statement Technical Support for Provincial Departments, municipalities and public
entities

. Back to Basics Support Program for municipalities

. Interim Financial Statement monitoring and support for Provincial Departments, municipalities and
public entities

. Financial management training and capacity development for Provincial Departments,

municipalities and public entities
Intervention programs to address poor audit outcome matters in the Province.

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).

Programme 4: Internal audit

Assurance Services:The Assurances 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
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 Objectives,
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




1.2

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:
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2. Revisions to legislative and other mandates

The department is governed by the following legisla  tion 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)

. Annual Division of Revenue Act

. Provincial Appropriation Acts ( Act No. 2 of 2009)

. Provincial Internal Audit Act (Act No. 2 of 2001)

. 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)

«  Public Audit Act (Act No. 25 of 2004)

. Provincial Tax Regulation Process Act (Act No. 53 of 2001)
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2.2

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:

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

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

» 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 19 99, 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;
c) 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:
a) Must monitor:

¢ Compliance with the MFMA by municipalities and municipal entities in the province;

¢ The preparation by municipalities in the province of their budgets;

e The monthly outcome of those budgets; and

* 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
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2.6

2.7

2.8

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.

Provincial Appropriation Acts

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

Provincial Internal Audit Act (KZN Act No. 2 of ~ 2001)

This act provides for the establishment of the Provincial Internal Audit Unit so as to regulate the internal
audit function and to regulate the degree to which transparency, accountability and sound and prudent
management as contemplated in the Public Finance Management Act.

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.

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.




2.9 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.

2.10  Government Immovable Asset Management Act (A ct 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  Public Audit Act (Act No. 25 of 2004)

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

2.12  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.

2.13 Policy mandates

The following policies outline the key responsibilities for the department.

a) PPP policy, this policy provides guidelines for administration and managing Public Private
Partnership’s transactions in the public sector environment.

b) 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.

c) Budgeting process policies, they provide framework within which budgeting process must be
managed in the public sector in line with the relevant Acts.

d) Treasury Regulations, provides procedural guidelines of implementation of the Public Finance
Management Act (Act No. 1 of 1999, as amended by Act No. 29 of 1999).

3. Overview of 2014/15 budget and MTEF estimates

3.1 Expenditure estimates

Summary of payments and estimates by programme

Audited Outcome Ma".' . Adjusfeq Re\.nsed Medium-term Estimates
Appropriation  Appropriation Estimate
R thousand 2010111 2011112 2012/13 2013/14 2014/15 2015/16 2016117
1. Administration 68 755 80 361 97 905 108 328 112981 107 612 117 338 122 861 129 652
2. Fiscal Resource Management 53161 32280 76 870 99 507 102 341 99789 110123 103 542 108 606
3. Financial Management 161 359 164 794 212 094 237 874 269 248 266 636 290 663 274095 284982
4. Internal Audit 81025 75169 93 154 106 079 109 556 103 811 129749 131558 121683
5. Growth and Development 24 636 37721 38317 133 141 59 845 59 845 186 310 126 159 114 526
Total 388 936 390 325 518 340 684 929 653 971 637 693 834 183 758 215 759 449

Note: Programme 1 includes MEC remuneration: Salary R1 734 835




Summary of payments and estimates by economic classification

Audited Outcome Mau'r . Adjusfe(! Re\'nsed Medium-term Estimates
Appropriation  Appropriation Estimate
R thousand 2010111 2011112 2012113 2013114 2014115 2015/16 2016/17
Current payments 368 945 353 868 474 802 651 162 601 309 585 005 805143 739 338 749 897
Compensation of employees 109 901 127 078 163 143 210 636 208 333 192 029 227258 245112 263 288
Goods and services 243 536 225784 311659 431618 390 268 390 268 570117 483 994 475835
Interest and rent on land 15508 1006 - 8908 2708 2708 7768 10232 10774
Transfers and subsidies to: 17033 32 406 37624 26 337 45250 45276 18222 14835 5037
Provinces and municipalities 15676 31264 28026 20 697 39774 39774 13522 10 085 24
Departmental agencies and accounts - - - - - - - - .
Higher education institutions - - - - - - R
Foreign governments and international organisations - - - - - - -
Public corporations and private enterprises - - - - - - -
Non-profit institutions - - - - - - - - .
Households 1357 1142 9598 5640 5476 5502 4700 4750 5013
Payments for capital assets 2295 3819 5901 7430 7412 7412 10818 4042 4515
Buildings and other fixed structures - - - - - - - - B
Machinery and equipment 2275 3294 5507 7430 7412 7412 10818 4042 4515
Heritage assets - - - - - - - - -
Specialised military assets - - - - - - R
Biological assets - - - - - - R
Land and sub-soil assets - - - - - - R
Software and other intangible assets 20 525 3% - - - -
Payments for financial assets 663 232 13 - - - . B .
Total 388 936 390 325 518 340 684 929 653 971 637 693 834183 758 215 759 449
3.2 Reconciling expenditure trends to strategic go als

¢ The allocation made to Programmes 2 and 3 is mainly contributing toward attainment of sound
financial, fiscal management and good governance.

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.

¢ 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.

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

¢« 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".l . Adjus?e(! Re\_llsed Medium-term Estimates
Appropriation  Appropriation Estimate

R thousand 2010111 2011112 2012113 2013/14 2014115 2015/16 2016/17

Equitable share 640 637 491 486 528 247 587 252 443 490 443 490 659 630 702 653 732 449

Conditional grants 1634 - - - - - - - -

Education and Health Infrastructure grants \ 1634 - - - - - - - - |

Total receipts 642 271 491 486 528 247 587 252 443 490 443 490 659 630 702 653 732 449
Total payments 388 936 390 325 518 340 684 929 653 971 637 693 834183 758 215 759 449
Surplus/(Deficit) before financing 253 335 101 161 9907 (97 677) (210 481) (194203) | (174 553) (55 562) (27 000)
Financing

of which

Provincial roll-overs - 18 538 40926 - 34004 34004 - - -

Provincial cash resources 50229 - 44062 97 677 176 477 176 477 174 553 55 562 27000
Surplus/(Deficit) after financing 303 564 119 699 94 895 - - 16 278 - - -




Summary of departmental receipts collection

Audited Outcome Main Appropriation Adjusfed. Re\.nsed Medium-term Estimates
Appropriation Estimate
Rt d 2010111 201112 2012/13 201314 2014/15 2015/16 2016117
Tax receipts - - - - - - - - -
Casino taxes - - - - - - - - -

Horse racing taxes - - - - - - - - -
Liquor licences - - - - - - - - -
Motor vehicle licences - - - - - - - - -
Sale of goods and services other than capital assets 168 152 159 160 160 17 182 194 207
Transfers received - - - - - - - - -
Fines, penalties and forfeits - - - - - - - -
Interest, dividends and rent on land 29584 288 008 269 818 200 004 200 004 249 807 266 048 283 341 301758

Sale of capital assets 634 760 32 - - 409 160 170 181
Transactions in financial assets and liabilities 440 333 4371 340 340 352 375 399 425

Total 30 826 289 253 270 446 200 504 200 504 250 740 266 765 284 105 302572




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 and to provide leadership and guidance to all
provincial departments and municipalities on the finances of the province as enshrined in the relevant
prescripts and policies e.g. PFMA and MFMA. The Office of the MEC is able to achieve the above
through the following activities:

* The MEC is statutorily tasked with meeting the public and fulfilling various engagements on a
continuous basis. The Office of the MEC engages 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;

» 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;

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

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

» Provision of a safe and secure environment to departmental employees and the MEC.

The Office of the MEC’s 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
delivery of the core business of the Provincial Treasury.

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

The general progress in the Office of the MEC is within the acceptable and reasonable standard as the
purpose, priorities and objectives of sub-programme above are continuously being achieved:

e The Office of the MEC will continue with community outreach programmes to consult, educate
and communicate budget processes and priorities to ensure that the community understands
how the finances of the Province of KwaZulu-Natal are allocated.




Financial Literacy Programmes pioneered by the MEC for Finance has grown from strength-to
strength, increasing the number of member organisations participating in the KwaZulu-Natal
Financial Literacy Association (KZNFLA) from 29 to 106 since its inception in 2011. The positive
impact of financial literacy will be extended further in the province to share resources, expertise
and wisdom in spending money wisely.

Our commitment to Operation SukumaSakhe(OSS) has reached communities in all Wards of
Umgungundlovu District to improve service delivery by departments. Although maximum benefit
is yet to realized, much has been achieved by individual community members through OSS
initiatives in the district. Interventions on service delivery will continue while a more deliberate
effort will be to drive a “Campaign Against Social Ills”.

Following the fast growth of Provincial Treasury's partnership with the KZNFLA The growing
needs of the financial literacy unit is severely understaffed, with the speech writer/researcher
carrying an enormous load.

Analysis of constraints

Communications with public and stakeholders is mostly limited to print media due to financial
constraint. It is envisaged that our print communication may miss out some radio listeners, TV
viewers and important stakeholders of electronic media.

A need was identified to increase the staff establishment for Security Risk Management Unit.
Two additional posts were approved and are in the process of being filled. Challenges were
experienced in the first attempt to fill the post that the advert did not attract the applicants with
all minimum requirements.

Reliance on the Parliamentary Liaison Office (PLO) to always be available in events to lead
protocol became a challenge in that on a few occasions the core function suffered. In the event
where the PLO led the protocol team far from the office especially on Tuesdays, the preparation
of the Cabinet documents for every Wednesday meeting would suffer.

Measures to overcome constraints

Our principals are occasionally featured in electronic media due to exceptional relations that our
communications team has established with some media organizations. They organize that the
principal get a live recording and interview about the event while the media programme is in
progress.

Process in place to re-advertise nationally and fill the posts

Motivation for the post of a Protocol Officer was made and approved. The post is being
evaluated and will soon be filled.

Description of planned quality improvement measures

The two additional Security Risk Management Posts and Protocol Officer Post will be filled to improve
service delivery. We shall also increase our community outreach programmes on financial literacy to
educate and advise communities on saving and using their money wisely.




Strategic objective annual targets: 2014/15

Sub-programme: 1.1 Office of the MEC
Strategic objective Performance Indicator Audited / Actual performance Estimated Medium-term targets
performance
2010111 2011112 2012113 2013114 2014115 2015/16 2016117

To provide strategic 75% Attendance of scheduled o o
administrative and Budget Council Meetings 100% 100% ! 4 4 4 4
political leadership, in 90% Attendance of scheduled
order to ensure effective | Provincial Cabinet and 100% 75 71 40 40 40 40
and efficient service Legislature meetings
delivery as mandated by 3
govemment. No. of Publications 82 4 4 4 4 4

Free Publicity( news bulletins and

artcles) 34 86 101 90 90 90 90

Media briefings on service

delivery 7 8 4 4 4 4 4
Programme performance indicators and annual targets: 2014/15
Sub-programme: 1.1 Office of the MEC

Performance indicator Audited / Actual performance Estimated Medium-term targets
performance
2010111 201112 2012113 2013114 2014/15 2015/16 2016/17
75% Attendance of scheduled o 5
Budget Council Meetings 100% 100% ! 4 4 4 4
90% Attendance of scheduled
Provincial Cabinet and Legislature 100% 75 7 40 40 40 40
meetings
No. of Publications 8 2 o 4 4 4 4
Frge Publicity( news bulletins and 34 86 101 ) ) ) )
articles)
Media briefings on service delivery 7 8 4 4 4 4 4
Quarterly targets: 2014/15
Sub-programme: 1.1 Office of the MEC
Programme performance Reporting period Annual target 2014/15 Quarterly targets
Indicators Quarter 1 Quarter 2 Quarter 3 Quarter 4

75% Attendance of
Scheduled Budget Council Quarterly 4 1 1 1 1
Meetings
90% Attendance of
scheduled Provincial
Cabinet and Legislature Monthly 40 10 10 10 10
Meetings
No of Publications Quarterly 4 1 1 1 1
Free Publicity( news,
bulletins and articles) Monthly 0 2 2 2 30
Free Publicity( news,
bulletins and articles) Quarterly 4 ! ! ! !

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;




To ensure that departmental outputs are achieved; and

To strengthen Provincial Treasury’s intra- and inter-governmental relations.

Progress analysis

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

The Head of Department has timeously submitted all budget performance reports to Cabinet.

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
development.

in various policy discussions on financial

management and economic

The Head of Department contributes to community development through numerous projects
such as donating uniform to poor students as part of Operation SukumaSakhe.

Analysis of constraints and measures planned to ove

rcome 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 performs
better during the Management Performance Assessment process.

Strategic objective annual targets: 2014/15

Sub-programme: 1.2 Head of Department
) o Performance Audited/Actual performance Estimated Medium-term targets
Strategic objective f performance
Indicator 201011 201112 2012113 201314 2014115 2015116 201617
To ensure effective 4 Quarterly 4 Quarterly 4 Quarterly
) 4 budget 4 budget 4 budget 4 budget
leadership, Quarterly budget budget budget budget performance performance performance performance
management and performance report performance performance performance reports to renorts 1o reports to reports to
technical support to to Cabinet report to report to Cabinet | report to Cabinet Cpabinet Cpabinet Cpabinet Cpabinet
the Provincial Treasury Cabinet
in line with relevant Facilitate and Tabling of Tabling of Tabling of I
legislation, policy Coordinate the MTEF, MTEF, MTEF, Tal;{'gﬂ;;“gtEF
directives and best tabling of MTEF, Adjustment Adjustment Adjustment EstJimates at
practice Adjustment budget 2 2 2 Estimates at Estimates at Estimates at Legis/ature and
in terms of the Legislature and Legislature and Legislature and gislatl
) A A A Cabinet in terms
PFMA at Legislature Cabinet in terms Cabinetinterms | Cabinet in terms of the PFMA
and Cabinet of the PFMA of the PFMA of the PFMA
Represent KZN at 5 meetings 5 meetings per Attended all 5 Attend all Attend all Attend all Attend all
the National Budget 9 ings p national budget national budget national budget national budget national budget
) attended financial year ' A ! ; ' A ’ . ’ :
Council council meetings | council meetings | council meetings | council meetings | council meetings

Programme performance indicators and annual targets: 2014/15

Sub-programme: 1.2 Head of Department
Audited / Actual performance Estimated Medium-term targets
Performance indicator performance
201011 2011112 2012113 2013114 2014/15 2015/16 2016/17
4 Quarterly 4 Quarterly 4 budget
Quarterly budget performance report budget budget performance 4 budget 4 budget 4 budget 4 budget
to Cabinet performance performance reports presented performanf)g performani:)g performanf)g performanf)g
report to Cabinet report to Cabinet to Cabinet reports to Cabinet | reports to Cabinet | reports to Cabinet | reports to Cabinet
Tabling of MTEF, Tabling of MTEF, Tabling of MTEF, Tabling of MTEF,
Facilitate and Coordinate the tabling Adjustment Adjustment Adjustment Adjustment
of MTEF, Adjustment budget in terms 2 2 Estimates at Estimates at Estimates at Estimates at
of the PFMA at Legislature and Legislature and Legislature and Legislature and Legislature and
Cabinet Cabinet in terms Cabinet in terms Cabinet in terms Cabinet in terms
of the PFMA of the PFMA of the PFMA of the PFMA
Represent KZN at the National 5 meetings 5 meetings per Attended all 5 Attended all Attend all Attend all national | Attend all national
Budget Coundil attended financial year national budget national budget national budget budget council budget council
council meetings council meetings council meetings meetings meetings




Quarterly targets: 2014/15

Sub-programme: 1.2 Head of Department
Quarterly targets
Pr°9'a':'n'2fcgf£:rma"°e Reporting period |  Annual target 2014/15 yiare
Quarter 1 Quarter 2 Quarter 3 Quarter 4
Q;?;‘::Zni:dieto ito Quarterl 4 budget performance 1 budget performance 1 budget performance 1 budget performance 1 budget performance
%abinet P y reports to Cabinet report to Cabinet report to Cabinet report to Cabinet report to Cabinet
Facilitate and Coordinate )
the tabling of MTEF, EPRE and Adjustment f'a‘l’,‘ljgg:\ﬂ’]:“me"t EPRE tabled at the
Adjustment budget in terms Quarterly Budget tabled to Legislature NA NA ) Legislature and
. ; Legislature and )
of the PFMA at Legislature and Cabinet ) Cabinet
. Cabinet
and Cabinet
. Attend all national Attend all national Attend all national Attend all national
RepresentKZN atthe Quarterly Attend all national Budget | g 4ot Coungil Budget Council Budget Council Budget Council
National Budget Council Council meetings A . . A
meetings meetings meetings meetings

1.3  Sub-programme: Chief Financial Office

Specified policies and priorities

The Office of the Chief Financial Officer (OCFO) provides financial management support services to
internal and external customers. The services rendered by OCFO ranges from strategic, budgetary,
supply chain, accounting, financial and asset management as well as advisory services on internal
control systems and governance issues. The OCFO is governed by the Constitution of South Africa,
the Performance Management Act, and Treasury Regulations, the Division of Revenue Act and
subsequent legislation or regulations issued in terms thereof.

The OCFO is responsible for implementing appropriate procedures and instituting such programs,
systems, and personnel policies within the Chief Financial Officer's authority, to ensure that budget,
accounting, personnel control systems structures are synchronized for budgeting and control purposes
on a continuing basis and to ensure that appropriations are not exceeded.

The strategic objective is:
To ensure effective management of departmental finances in line with statutory requirements.
Progress analysis

For 2013/14 financial year the OCFO has continued striving to provide customer-focused financial and
budgetary support to all programmes within the department on a continuing basis, while adhering to
effective accounting control practices and principles. The annual financial statements for 2012/13 and
the predetermined objectives information have been presented to Auditor General as per required
prescripts and all queries that were raised during the audit were adequately addresses as per agreed
times. The audit process was finalized and the Auditor General expressed their opinion. The most
notable accomplishment by the OCFO is that it has continued to contribute immensely in the success of
the department in achieving a clean audit opinion for the fourth consecutive year. No material issues
were expressed by the Auditor General with regard to performance information.

Emanating from the issues during the audit this office will continue to analyse the shortcomings
thoroughly to further enhance our financial controls, systems, procedures and best practices.

The Internal control division, although it has not been fully capacitated, has continued to provide a total
quality management function, whilst assisting the office to resolve most of internal control issues
particularly with policy and financial management.




Analysis of constraints and measures planned to ove rcome them

The issues of filling vacant posts still pose as a challenge, the HR processes has taken much longer
than anticipated, however, and this office will pursue this matter forward with HRM. It is expected that
posts will be filled in 2014/15 in financial year. The Unit has resorted to use contract staff which
increases the risks especially in SCM. The culture of full compliance especially with SCM prescripts is
still a challenge in the department which continually poses as threat to achieve clean audit outcome.

Description of planned quality improvement measures

The information sessions will be held with various units to educate them on SCM and risk management.
The office will be embarking on the filling all its vacant posts to ensure full operational efficiency level is
attained. The office will continue to implement cost-cutting measures as per Provincial Treasury’s cost-
cutting circular for 2013/14 financial year. The office will consider capacitating its personnel and also
consider utilizing the services of contract staff, however this will increase its cost.

Strategic objective annual targets: 2014/15

Sub-programme: 1.3 Chief Financial Office
Audited / Actual performance Estimated Medium-term targets
Strategic objective Performance Indicator performance
201011 2011112 2012113 2013/14 2014/15 2015/16 2016/17

Compile budget

submission and strategic

planning documents (

EPRE; APPX4; AR; PP; 4 4 4 4 1 10 10

) ADJ Est; CF; SP &
To ensure effective
tof MTEF)

;near]aar?:lrg:tra]l gnances in Provide legisiafive
i P ith statut financial reports. IYM * 18 18 20 18 17 17 17
ne with statutory 12and AFS x 1)
requirements -

Supply chain

Management 12 12 12 12 12 12 12

compliance Report.

Updated asset register — 2 2 2 2 2 2 2

Asset count
Programme performance indicators and annual targets: 2014/15
Sub-programme: 1.3 Chief Financial Office

Audited / Actual performance Estimated Medium-term targets
Performance indicators performance
201011 201112 2012113 201314 2014/15 2015/16 201617
Compile budget submission and
strategic planning documents ( EPRE;
APPX4; AR PP; ADJ Est; CF; SP& 4 4 4 4 " 10 10
MTEF)
Provide legislative financial reports.
(IYM * 12;QPR x 4 and AFS x 1 18 18 2 18 i i 7
Supply chain Management 12 12 12 12 12 12 12
compliance Report.
Updated asset register — Asset count 2 2 2 2 2 2 2
Quarterly targets: 2014/15
Sub-programme: 1.3 Chief Financial Office
i Quarterly targets
Programme performance indicators Repo.rtl;g Annual target 2014/15 yare
perio Quarter 1 Quarter 2 Quarter 3 Quarter 4

Compile budget submission and 1
strategic planning documents( EPRE;
APPX4; AR; PP; ADJ Est; CF;SP & Annually 2 4 2 3
MTEF)
Provide legislative financial reports.
(IYM * 12,0PR x 4 and AFS x 1 Annually 7 5 4 4 4
Supply chain Management compliance
Report. Monthly 12 3 3 3 3
Updated asset register — Asset count Bl-Annually 2 N/A 1 N/A 1




1.4  Sub-programme: Human Resource Management

Specified policies and priorities

The purpose of the sub-programme is to provide strategic human resources management support
services to the department and to ensure compliance with relevant National and Provincial legislative
mandates.

The strategic objectives are:

e« To provide an efficient professional HR services (to provide advisory and consultancy support
throughout the department to help achieve organisational improvement).

e To ensure that the department fulfills its statutory and audit requirements in managing HR
processes and procedures. This would be achieved in part of assisting in ensuring that the staff is
appropriately skilled to be able to provide high quality services to the communities serviced.

» To create a healthy workforce through the provision of EHWP services enabling staff to contribute
to the objectives of the department to the best of their ability.

Progress analysis

 Human Resources Management and Development, in line with the Premier's State of the Province
address has made substantial progress on the filling of all funded vacant posts within the
Department reducing the vacancy rate from 32% to 15.23%. All vacant posts are funded and
recruitment processes are in place to ensure a further reduction in the vacancy rate.  There has
been an increase in the number of informed employees on all human resource issues through the
implementation of business unit specific information seminars. The target per quarter on information
sharing is always exceeded.

e The unit continues to workshop all newly appointed officials on the entire policy imperatives and
requirements around EPMDS during induction, to ensure full compliance to policy directives.

e The unit has exceeded the target on the review and development of HR policies, as well as HR
information seminars.

* The Unit has successfully implemented succession planning within the Department to increase its
pool of female candidates in respect of posts with scarce skills and is also in the process of
implementing knowledge management practices throughout the Department to ensure that
Institutional knowledge is not lost with the natural attrition of employees. The Wellness Clinic has
been a huge success, with instilling healthy lifestyle practices in staff and there has been a
significant increase in the number of officials’ testing in respect of HIV, glucose levels, cholesterol
and blood pressure. The Unit has also embarked on absenteeism workshops with the aim of
reducing the use of sick leave and temporary incapacity leave.

* The department has fostered partnerships with SAICA and is a huge sponsor of the Thuthuka
Bursary Fund as well as the National Treasury to partner as an accredited training office with the
South African Institute of Chartered Accountants (SAICA), wherein B Com Honours/Certificate in
the Theory of Accounting (CTA) postgraduates enter into contract with the department as trainee
accountants, in an attempt to create a pool of chartered accountants with the aim of reducing the
scarcity of recruits in this area. Furthermore, the Department has obtained approval to appoint
unemployed African female Chartered Accountants onto a Training Rank Programme within the
Department to develop their management skills at MMS and SMS levels.




* The unit has developed fully achievable strategies to ensure the successful implementation of the
HOD's 8 - Principle Plan of Action for Women Empowerment, and has ensured that all policies are
aligned to gender mainstreaming initiatives.

* The Department has now included disabled female learners into the Take a girl child to Work
initiative, and also carried out a full disability audit on all employees of the Department, as a step
towards encouraging officials to disclose their disability status if applicable. The Departments
current intake of Interns is inclusive of 4 disabled graduates.

 The HRM&D Directorate, was awarded with the GOLD award for being the best serving Human
Resources within the Province by the Premier Dr ZL Mkhize during the 8th annual HR convention
held at Sibaya Conference Centre in October 2013.

* In the last MPAT assessment undertaken by the Department of Monitoring and Evaluation under
the Office of the Presidency, the Human Resource Directorate of KZN Provincial Treasury scored
the highest in the Province ito all areas of compliance.

Analysis of constraints and measures planned to ove rcome them

e Achievement of employment equity for women in management, and People with Disabilities (PWDs)
continues to be problematic — to mitigate this all SMS posts are now advertised targeting only
women and PWDs.

e More networking initiatives have been created with tertiary institutions, with the intention of
increasing the pool in respect of PWDs. PWDs are being targeted for external bursaries through
tertiary institutions to ensure that the pool of people with disabilities can be sustained within the
department. Adverts are also advertised in “This ability” which is a newspaper that is circulated only
amongst the disabled community.

» Lack of readily available Investigating and Presiding Officers, contributes to some degree, to the
delay in finalizing disciplinary matters within the prescribed timeframes.

Description of planned quality improvement measures

e Continuous implementation of service commitment charter.

 Use of in-house expertise to create capacity for presiding and investigating officers, as well as
partnering with other Departments that are capacitated in this area. Department has finalized the
appointment of a dedicated Investigating Officer under the HRM Unit.

e« Enhance compliance with HR prescripts through continuous information sharing strategies,
seminars being one of them.

Strategic objective annual targets: 2014/15

Sub-programme: 1.4 Human Resource Management
Strategic Performance Indicator Audited / Actual performance Estimated Medium-term targets
objectives performance
201011 2011112 2012113 201314 2014115 2015116 2016117
% of HR services completed . . . . . . .
as per HR Charter 100% 100% 100% 100% 100% 100% 100%
No. of HR seminars 8 sessions 12 sessions 12 sessions 8 sessions 8 sessions 8 sessions 8 sessions
To provide - - - - - ’ - ’ - : -
optimal No. of EWP seminars 4 information seminars 19 sessions 11 information 4 information 4 information 4 information 4 information
Human seminars seminars seminars seminars seminars
No. of policies developed/ ici
S:rf/(i)cuerg?o revieWSd and seminafs 8 policigs and 8 13 2polici(?s and 153%“? |2es 8 policigs and 8 8 golicigs and 8 golicigs and 8 golicigs and
the conducted seminars seminars seminars seminars seminars seminars seminars
department :ygszcut:iggztliafr:o:ln;he Human HR plan 96% HR Plan 92% HR Plan 92%
h Workplace skills plan ’ Workplace
workplace skills plan 98% Workplace skills skills plan 85 100% 100% 100% 100%

plan 91 %

%




Programme performance indicators and annual targets: 2014/15

Sub-programme: 1.4

Human Resource Management

Performance indicators Audited / Actual performance Estimated Medium-term targets
performance
2010111 2011112 20112113 2013/14 2014115 201516 2016/17
% of HR services completed as 100% . . . ) ) .
per HR Charter 100% 100% 100% 100% 100% 100%
No. of HR seminars 8 sessions 12 sessions 12 sessions 8 sessions 8 sessions 8 sessions 8 sessions
No. of EWP seminars 4 information 19 sessions 11 information 4 information 4 information 4 information 4 information
seminars seminars seminars seminars seminars seminars
No. of policies developed/ ici
review!e)d Iarl]d sen\':inafs Se?ﬁilfalfss and8 13 poIicigs and 12 15 policigs and 12 8 poIicigs and 8 8 policigs and 8 8 poIicigs and 8 8 poIicigs and 8
seminars seminars seminars seminars seminars seminars
conducted
% achieved from the Human HR plan 96% HR Plan 92% HR Plan 92%
resource plan, and workplace Workplace skills plan Workplace skills Workplace skills 100% 100% 100% 100%
skills plan 98% plan 91 % plan 85 %
Quarterly targets: 2014/15
Sub-programme: 1.4 Human Resource Management
Programme performance indicators Reporting period Annual target Quarterly targets
2014/15
Quarter 1 Quarter 2 Quarter 3 Quarter 4
> -
% of HR services completed as per HR Charter Quarterly 100% 100% 100% 100% 100%
No. of HR seminars Quarterly 8 sessions 2 sessions 2 sessions 2 sessions 2 sessions
No. of EWP seminars Quarterly 4 information 1 information 1 information 1 information 1 information
seminars seminar seminar seminar seminar
No. of policies developed! reviewed and Quarterly 8 policies and 8 2 policies and 2 2 policies and 2 2 policies and 2 2 policies and 2
seminars conducted seminars seminars seminars seminars seminars
% achieved from the Human resource plan, Quarterly
and workplace skills plan 100% 100% 100% 100% 100%
15 Reconciliation of budget with plan
Summary of payments and estimates - Programme 1: Administration
Audited Outcome Man:n . Ad]usfec! Re\.nsed Medium-term Estimates
Appropriation  Appropriation Estimate
R thousand 2010/11 201112 2012/13 2013/14 2014115 2015/16 2016/17
1. Office of the MEC 14 403 18 522 22 680 27 7% 27 164 25753 28612 29768 31345
2. Head of Department 5110 5739 6808 7149 8757 8726 9150 9486 9989
3. Chief Financial Office 16 859 17 289 13729 23114 24771 23021 26 382 28712 30 560
4. Corporate Services 32383 38811 54 688 50 271 52 289 50 112 53 194 54 895 57 758
Total 68 755 80 361 97 905 108 328 112 981 107 612 117 338 122 861 129 652




Summary of payments and estimates by economic classification - Programme 1: Administration

Audited Outcome Ma||.1 . Adjusfet! Re\.nsed Medium-term Estimates
Appropriation  Appropriation Estimate
R thousand 2010/11 201112 2012113 2013/14 2014/15 2015/16 2016/17
Current payments 67 582 78 484 87232 101 382 106 302 100 933 111174 116 596 122 823
Compensation of employees 32044 35936 43763 54 786 56 386 51017 62919 68 287 73190
Goods and services 35538 42548 43 469 46 596 49916 49916 48 255 48 309 49 633
Interest and rent on land - - - - - - - R R
Transfers and subsidies to: 227 453 9004 4260 4093 4093 4022 4023 4237
Provinces and municipalities 12 - 14 20 20 20 22 23 24
Departmental agencies and accounts - - - - - - - R R
Higher education institutions - - - - - - - - R
Foreign governments and international organisations - - - - - - - - -
Public corporations and private enterprises - - - - - - - R R
Non-profit institutions - - - - - - - R R
Households 215 453 8990 4240 4073 4073 4000 4000 4213
Payments for capital assets 934 1424 1669 2686 2586 2586 2142 2242 2592
Buildings and other fixed structures - - - - - - - R R
Machinery and equipment 934 1424 1669 2686 2586 2586 2142 2242 2592
Heritage assets - - - - - - - R R
Specialised military assets - - - - - - - - R
Biological assets - - - - - - - - R
Land and sub-soil assets - - - - - - - R R
Software and other intangible assets - - - - - - - R R
Payments for financial assets 12 - - - - - - - -
Total 68 755 80 361 97 905 108 328 112981 107 612 117 338 122 861 129 652




2. PROGRAMME 2: FISCAL RESOURCE MANAGEMENT

21 Sub-programme: Programme Support

2.2.1 Sub-programme: Economic Analysis

2.2.2  Sub-programme: Infrastructure

2.3 Sub-programme: Public Finance

2.4 Sub-programme: Municipal Finance
The purpose of the programme
Fiscal Resource Management’s purpose is to effectively manage and monitor the provincial and local
government fiscal resources.

2.1  Sub-programme: Programme Support
This sub-programme is responsible for providing strategic leadership support to fiscal resource
management division.

2.2.1 Sub-programme: Economic Analysis

Specified policies and priorities

The mandate of the economic analysis unit of the province of KZN provincial treasury is to determine
and evaluate economic parameters and socio-economic imperatives within a local, provincial and
national macro-economic context; and to provide the KwaZulu-Natal treasury and executives with sound
statistical information for decisions on the MTEF and budget framework allocations.

The key functions of the economic analysis unit are to:

*  provide comprehensive economic analysis of the province

e provide quality research for regional policy development

*  provide input to Overview of Provincial Estimates of Revenue and Expenditure
e maintain the KZN statistical database.

The strategic objectives are to:

e« determine and evaluate economic parameters and socio-economic imperatives that inform
provincial and local resource allocation

e« provide a platform to enhance regional economic growth and development through quality
research.

Progress analysis
The unit:-

*  Provides informative economic analysis that informs the province of KwaZulu-Natal's budget in
order to address the provincial socio-economic challenges

*  Addresses the triple challenge of unemployment, poverty and inequality confronted by the province
through participating in MEC’s workshops, financial literacy project, Operation SukumaSakhe, IDP
review processes and district socio-economic profiling




*  Conducts various research studies that seek to address socio-economic challenges that are facing
the province of KZN

e Succeeded in being part of the process of revamping the under utilised airports in the province; and
was given a special recognition by Aero Club of South Africa

. Maintains KZN statistical database

e Has drafted the unit policy and is awaiting the approval of the Head of Department and other
relevant stakeholders.

Analysis of constraints and measures planned to ove rcome them
e Duplication of tasks with other units.

. Inconsistency of data at local municipality levels.

To overcome these constraints the unit plans to:-
e Open channels of communication with other units, and departments if necessary

«  Engage in various research forums and workshops that address data challenges.
Description of planned quality improvement measures

e The unit continues to collaborate with government departments and other stakeholders to share
information, data, research and other major concerns in the field of economics and economic
research.

«  The unit will continue to provide assistance to municipalities in the form of economic analysis;
supplying them with updated and credible data.This will be done in an effort to enhance
municipalities’ decision-making, thereby improving service delivery.

«  The unit will engage itself with the province’s projects that improve the service delivery in the

province.

Strategic objective annual targets: 2014/15

Sub-programme: 2.2.1 Economic Analysis
. Audited / Actual performance Estimated Medium-term targets
Strategic Performance performance
objective Indicator 2010111 2011112 2012113 2013114 2014/15 2015/16 2016/17
Produce 4 Produce 4 Produce 4 Produce 4
New New o ] provincial provincial provincial provincial
10 district profiles department department department department
To determine and SERO, 4 economic reports | economic reports | economic reports | economic reports
and evaluate To provide presentations, 1 Produce 1
economic economic analysis New New 0SS report and 1 Produce 1 SERO | Produce 1 SERO | Produce 1 SERO SERO
parameters and for the province input into
socio-economic municipal close- Produce 9 Produce 9 Produce 9 Produce 9
imperatives to New New outreport districts socio- | districts socio- districts socio- distriots socio-
inform provincial - ; - economic
economic reports | economic reports | economic reports
and local reports
resource To provide input to Input to OPRE Input to OPRE Input to OPRE Input to OPRE Input to OPRE
allocation the Overview of submitted on submitted on submitted on time submitted on submitted on Input to OPRE Input to OPRE
ProvincialRevenue time for tabling time for tabling for tabling time for tabling time for tabling submitted on submitted on
and Expenditure time for tabling time for tabling
(OPRE)
Provide a 2 Abstract
submitted, 1
platform to To provide quality questionnaire Produce 4
enhance regional 1 Paper ) e Produce 4 Produce 4 Produce 4 f
. research for compiled, Mini . . . economic
economic growth ; . None presented at economic economic economic
regional policy research on ) . ) research
and development ysi ESSA u dl research projects | research projects | research projects ;
through quality analysis mgungundlovu projects
as metro and
research
research papers




Programme performance indicators and annual targets: 2014/15

Sub-programme: 2.2.1 Economic Analysis
Performance Audited / Actual Performance Estimated Medium-term targets
-~ performance
indicators 2010/11 201112 2012113 2013114 2014115 2015/16 2016/17
Produce 4 Produce 4 Produce 4 Produce 4
New New provincial provincial provincial provincial
10 district profil departments departments departments departments
anlz géé’g’ '495 economic reports economic reports economic reports economic reports
To provide economic resentation‘s 1 Produce 1 Socio- Produce 1 Socio- Produce 1 Socio- Produce 1 Socio-
anaFI) sis for the province New New CF))SS reort an’d 1 Economic Review Economic Review Economic Review Economic Review
V P inout intc?munici al and Outlook and Outlook and Outlook and Outlook
glose-out . or‘; (SERO) report (SERO) report (SERO) report (SERO) report
P Produce 9 districts Produce 9 districts Produce 9 districts Produce 9 districts
New New S0Cio economic S0Cio economic S0Cio economic S0Cio economic
reports reports reports reports
(o bravide ftout o he Input to OPRE Input to OPRE Isqj%l:;itt?eiﬁme Input to OPRE Input to OPRE Input to OPRE Input to OPRE
Revenue and submitted on time submitted on time for tablin submitted on time submitted on time submitted on time submitted on time
Expenditure (OPRE) for tabling for tabling 9 for tabling for tabling for tabling for tabling
2 Abstract
submitted, 1
To provide quality 1 Paper presented gctjr?tillzgn:/llﬁi Produce 4 Produce 4 Produce 4 Produce 4
research for regional None F;t E?SS A reszarcfl on economic research economic research economic research economic research
policy analysis Umgungundiovu as projects projects projects projects
metro and research
papers
Quarterly targets: 2014/15
Sub-programme: 2.2.1 Economic Analysis
Programme performance Indicators Reporting period Annual target 2014/15 Quarterly targets
Quarter 1 Quarter 2 Quarter 3 Quarter 4
Quarterl Produce 4 provincial departments 1 1 1 1
V economic reports
To provide economic analysis for the province Annually Produce 1 Socio-Economic Review and - 1
Outlook (SERO) report
Quarterly Produce 9 districts socio economic 3 3 3
reports
To provide input to the Overview of Provincial Annuall Input to OPRE submitted on time for ) 1
Revenue and Expenditure (OPRE) Y tabling
Z,?a?;g;’slde quality research for regional policy Quarterly Produce 4 economic research projects 1 1 1 1

2.2.2 Sub-programme: Infrastructure Management

Specified policies and priorities

The function of the Infrastructure unit is to maximise the impact of infrastructure investment by
provincial departments. The unit supports the departments in planning of infrastructure delivery, support
and monitoring of the programmes. The functions are process driven and influenced by statutory
deadlines as stipulated in the PFMA and DORA.

The strategic objective:

*  Ensure efficient infrastructure planning and management in the province.

Progress analysis

e Infrastructure Delivery Improvement Programme (IDIP Phase lllb) has continued to improve
Infrastructure Delivery to the participating Provincial Departments. DIP Phase |lIB objective was to
institutionalise Infrastructure Delivery Management System (IDMS).

e The implementation of the IDMS has continued within the Department of Health, Education, Public
Works and Treasury.




Analysis of constraints and measures planned to ove

The unit will continue with the management of IDIP and rolling out the programme to other
Departments.

The unit continues to promote efficiency in infrastructure financial planning and implementation in
line with Infrastructure Delivery Management System.

Deploy the Infrastructure “Crack Team” at the various provincial departments and municipalities.
This intervention aims at unblocking infrastructure delivery challenges to improve value for money
and spending of the infrastructure allocations.

rcome them

With the recent budget cuts while the infrastructure needs continue increasing, departments being
monitored closely to improve their planning and prioritization of infrastructure projects

Infrastructure Reporting Model (IRM), which is a financial reporting system is utilized by
Departments for in-year monitoring and reporting.

Description of planned quality improvement measures

Strategic objective annual tar

Regular monitoring of the progress in the institutionalisation of the IDMS in DoH, DoE, DoPW and
PT
In Assist the DoE and DoH with infrastructure bidding process for infrastructure grant allocations.

An efficient & effective construction procurement strategy is established and operationalised.

Analysis and assessment ofplans are conducted through evaluation and feedback sessions with
various departments.

Continue with the deployment of the Infrastructure ‘Crack Team’ to the various departments and

municipalities

ets: 2014/15

Sub-programme: 2.2.2 Infrastructure Management
Str.ate(_.;m Perfo-rmance Audited / Actual performance Estimated Medium-term targets
objective Indicator
performance
2010/11 201112 2012113 2013/14 2014/15 2015/16 2016/17
Efficient Assessment Compile a Compile a Compile a Compile a
infrastructure Report of User consolidated consol?dated consol?dated consol?dated
planning and i Asset New New New assessment report ment report ment report assessment report
managementin | Management onthe User Asset | o ihe ser Asset | on the User Asset | on the User Asset
the province Plans (U-AMPs) Management Plan | \janagement Plan | ManagementPlan | Management Plan
s (U-AMPs) s (U-AMPS) s (U-AMPS) s (U-AMPS)
Reports on the 4 reports on the 4 reports on the 4 reports on the 4 reports on the
implementation of 1 4 4 implementation of implementation of implementation of implementation of
the IDIP in KZN IDIP in the IDIP in the IDIP in the IDIP in the
province province province province
Reports on the Submit 4 reports Submit 4 reports Submit 4 reports Submit 4 reports
site visits 97 n 53 on the site visits on the site visits on the site visits on the site visits
conducted conducted conducted conducted conducted
Progress reports Submit 4 reports Submit 4 reports Submit 4 reports Submit 4 reports
on infrastructure 12 Quarterly on the on the on the on the
budgets and 12 12 reports infrastructure infrastructure infrastructure infrastructure
delivery plans expenditure in the expenditure in the expenditure in the expenditure in the
province province province province
Estimates of
Em?ﬁ:lan S Now . 1 Inputinto OPRE |0 into OPRE | Inputinto OPRE |  Input into OPRE
; ontime for tabling | o time for tabling | on time for tabling | on time for tabling
Expenditure
(EPRE),




Programme performance indicators and annual targets: 2014/15

Sub-programme: 2.2.2 Infrastructure Management
Performance indicator Audited / Actual performance Estimated Medium-term targets
performance
201011 2011112 201213 201314 2014115 2015/16 2016/17
Assessment Report on Compile a Compile a Compile a Compile a
the User Asset consolidated consolidated consolidated consolidated
Management Plans (U- New New New assessmentreport | aqqasmentreport | assessmentreport | assessment report
AMPs) on the User Asset on the User Asset on the User Asset on the User Asset
Managemlr; Plan | pManagement Plan | ManagementPlan | Management Plan
s (U-AMPs) s (U-AMPS) s (U-AMPS) s (U-AMPS)
Reports on the Produce 4 reports Produce 4 reports Produce 4 reports Produce 4 reports
implementation of IDIP in 1 4 4 on the on the on the on the
KZN implementation of implementation of implementation of implementation of
IDIP in the province | IDIP in the province | IDIP in the province [ IDIP in the province
Progress reports on Submit 4 reports on | Submit 4 reports on | Submit 4 reports on | Submit 4 reports on
infrastructure budgets 97 71 53 the infrastructure the infrastructure the infrastructure the infrastructure
and delivery plans expenditure in the expenditure in the expenditure in the expenditure in the
province province province province
Reports on the Submit 4 reports on | Submit 4 reports on | Submit 4 reports on | Submit 4 reports on
infrastructure site visits 12 12 12 the infrastructure the infrastructure the infrastructure the infrastructure
conducted site visits site visits site visits site visits
conducted conducted conducted conducted
Estimates of Provincial Inputinto OPRE on | 1t jnto OPRE on | Input into OPRE on | Input into OPRE on
Revenue and New ! ! time for tabling time for tabling time for tabling time for tabling
Expenditure (EPRE),
Quarterly targets: 2014/15
Sub-programme: 2.2.2 Infrastructure Management
Reporting period Annual target 2014/15 Quarterly targets
Programme performance Indicators
Quarter 1 Quarter 2 Quarter 3 Quarter 4
Assessment Report on the User Asset Compile a consolidated
Management Plan s (U-AMPs) assessment report on the
Annual User Asset Management N/A N/A 1 N/A
Plan s (U-AMPs)
Reports on the implementation of IDIP in KZN Produce 4 reports on the
Quarterly implementation of IDIP in 1 1 1 1
the province
Progress reports on infrastructure budgets and Submit 12 reports on the
delivery plans Quarterly infrastructure expenditure 3 3 3 3
Reports on the infrastructure site visits Submit 4 reports on the
conducted Quarterly infrastructure site visits 1 1 1 1
conducted
Estimates of Provincial Revenue and Input into OPRE on time
Expenditure (EPRE) Annual for tabling N/A N/A N/A 1
2.3 Sub-programme: Public Finance

Specified policies and priorities

Most of the functions of the Provincial Budget Management unit are process driven, and are largely
determined by statutory deadlines as stipulated in the PFMA. These include the tabling of Main and Adjusted
Appropriations, within set regulated periods, preparation of an annual Unauthorised Expenditure Authorisation
Bill for tabling in the Provincial Legislature, as well as monthly, quarterly and annual reporting.

Provincial Own Revenue is responsible for improvement of revenue generated by the province, to augment
transfers from National Treasury. Its mandate includes conducting continuous assessments of revenue
generation and collection capacity of all departments and public entities, as well as researching and proposing
ways that own revenue may be enhanced. The unit is also responsible for monitoring revenue budgets of the
departments and public entities. As such, the unit conducts monthly analyses of the financial data reflecting
revenue to date, as well as forward projections. The unit established the Provincial Revenue Forum, where all
the revenue sections of the different departments gather, on a quarterly basis, to discuss, analyse and resolve
issues as they arise.




Specialised Advisory Support Services provides economic and other fundamental analysis in the unit. Among
other things, it engages in the research and articulation of KZN Treasury’s policy stances on various fiscal and
socio-economic matters related to public finance. This includes formulation of policy positions on the review of
the equitable share formula, intergovernmental fiscal relations, formulations for incorporation into the annual
Division of Revenue Bills, developing and institutionalising a framework for the monitoring of provincial public
entities and any other work that may require specialised advisory support services.

The strategic objectives are:

* Promote effective and optimal financial resource allocation for provincial government.

 Ensure efficient budget and expenditure management and accurate financial reporting for
provincial government (including public entities).

» Promote optimal and sustainable revenue generation and collection by provincial departments and
public entities.

* Promote effective and optimal financial resource allocation for provincial government (including
public entities).

Progress analysis

The cost-cutting measures were first introduced in KZN in 2009/10 due to high projected over-spending
by some departments at the time. These cost-cutting measures were further expanded in 2013/14 as a
result of the equitable share cuts which were brought about by the 2011 Census data which informs the
equitable share formula.

Cost-cutting will continue to be implemented in KZN and is really seen as good governance rather than
a once-off reform. Greater emphasis will be placed on reprioritising s avings toward enhanced
service delivery . In the past three years’ outcomes, most departments were successful with regard to
cost-cutting, and departments have now begun to redirect these savings to fund service delivery
programmes.

In May 2013, revenue bi-lateral meetings were initiated. These specifically sought the attendance of
CFOs of all departments. Also, revenue bi-lateral meetings are now held before the finalisation of
revenue budgets for the MTEF. The objectives of the revenue bi-lateral meetings are:

e To obtain the strategic recommitment of CFOs to own-revenue generation, especially given the
effects of the Census 2011 on the Provincial Equitable Share (PES) coupled with the 1, 2 and 3 per
cent budget cuts by National Treasury. Increased own revenue generation will, to some extent,
buffer these cuts to the PES, reducing the ultimate impact on service delivery.

* To promote optimal and sustainable revenue generation and collection by provincial departments
and public entities over the MTEF.

e To enhance compliance with the PFMA, Treasury Regulations, etc.
e To share best practices on transversal issues such as parking fees, tender documents fees, etc.

Analysis of constraints and measures planned to ove rcome them

The province also continues to be plagued by a number of unfunded mandates which have a negative impact
on the provincial fiscus. The province has alerted National Treasury on humerous occasions about risks to the
provincial budget which come about as a result of policy decisions being taken, without sufficient funding
being provided for the implementation of such policy decisions. Some of the unfunded mandates currently
putting pressure on the provincial budget are the under-funding of the higher than anticipated wage
agreements, the various OSD agreements, provincialisation of libraries and museums, to name a few. These
unfunded mandates place pressure on the departments’ budgets when implemented. While the province has
been able to allocate funding to some of these unfunded mandates through internal reprioritisation, it is the




principle that needs to be addressed that, where new functions or activities are assigned to provinces, funds
should follow such functions to allow the successful and efficient implementation thereof.

The Provincial Own Revenue unit is tasked with ensuring that Provincial Own Revenue sources are
maximised and even expanded, to assist in financing priority areas. External factors such as the delays in the
repealing of the National Ligour Act and the setting of norms and standards of a revenue billing system by
National Department of Health and the decentalisation of the Road Accident Fund (RAF) to Durban, has led to
sub-optimal collection of provincial own revenue.

The Specialised Advisory Support Services unit has the difficult task of influencing the equitable share
discussions and the provincial inputs into the annual Division of Revenue in such a manner that the areas of
budget pressure start being listened to, and addressed by our national counterparts. Similarly, the unit
participates in discussions on the research work conducted by the Financial and Fiscal Commission, in order
to influence future research.

The unit initiated actions to regularise the listing of public entities in the province. In some instances it may be
necessary to develop, amend and/or repeal relevant legislation and/or corporate form of public entities, to
enable listing and/or delisting and also to suit the public sector mandate better.

Due to the diversified nature of financial reporting systems used by the entities, the information provided in the
bi-annual performance reports cannot easily be verified and needs major adaptations before it can be
incorporated into Treasury’s reports. Although uniform templates have been developed and workshopped with
the entities, very few public entities report comprehensively on financial and service delivery performance, in
the correct format. Treasury also does not have access to the financial information of the public entities, and
needs to rely on the public entities to provide this information

Description of planned quality improvement measures

The amendments to the schedule of the Gaming and Betting Tax Act, 2010, came into effect on 1 November
2012 and this contributed to higher revenue collected (against casino, horse racing taxes, among others) in
that financial year. The real effects of the amendments to the Gaming and Betting Tax Act will be realised in
2013/14. Going forward and subject to amendments to the Act, new revenue may be collected against online
sport betting.

In 2009/10, Provincial Treasury initiated the KZN Provincial Revenue Forum, which comprises the Provincial
Treasury Own Revenue unit and all departmental CFOs representatives, as well as the revenue sections of
the various provincial departments. Its objectives, among others, are to place efficiency improvement
measures in place, share learned experiences and develop sector strategies for the review of fees and taxes
aimed at the enhancement and optimal collection of revenue. The quarterly meetings of this forum have
yielded numerous successes and, going forward, it is hoped to build on these positive outcomes.

Monitoring of public entities’ spending and legislative compliance gained momentum in 2012/13 with mid-year
and close-out budget performance reports also being prepared for these entities and bilaterals being held with
them for the first time. This engagement with entities will continue.

Strategic objective annual targets: 2014/15

Sub-programme: 2.3 Public Finance: Provincial Budget Management
P Audited / Actual performance Estimated Medium-term targets
. erformance

Strategic objective Indicator performance

2010111 2011112 2012113 2013114 2014/15 2015/16 2016117
Promote effective 16 chapters 16 chapters 16 chapters 16 chapters 16 chapters
and optimal completed 1 completed 1 completed 1 completed 1 completed 1
financial resource Compile the working day 16 chapters 16 chapters working day working day working day working day before
allocation for budget proposal before MTEC as before MTEC as before MTEC before MTEC as MTEC as per
provincial per budget per budget as per budget per budget budget process
government process timetable process timetable process process timetable timetable




Strategic objective annual targets: 2014/15

Sub-programme: 2.3 Public Finance: Provincial Budget Management
o Performance Audited / Actual performance Estimated Medium-term targets
Strategic objective Indicator performance
2010111 2011112 2012113 2013114 2014/15 2015/16 2016117
timetable
Co-ordinate the EPRE ontime for | EPREontimefor | EPREontime | EPREontmefor | EPREontime | EPREontimefor | EPRE on time for
preparation and tabling tabling for tabling tabling for tabling tabling tabling
publication of
Provincial budget | AEPRE on time AEPRE on time AEPRE on AEPRE on time AEPRE on AEPRE on time AEPRE on time for
documentation for tabling for tabling time for tabling for tabling time for tabling for tabling tabling
Ensure efficient 12 IYM reports 12 IYM reports 12 IYM reports 12 IYM reports 12 IYM reports pla
budget and ; /a (submitted to /a (submitted to /a (submitted /a (submitted to )
‘ Monitor and p p p p
expenditure cvalusts NTbytheoow | 12"Mreports ) 12IYMreports | "ry oo~ | toNTby2om | - NTby 22w el
management and provincial monthly) monthly) monthly) monthly) Y Y
accurate financial government 4 quarterly perf
; quarterly perf.
reporting for financial and non- | reports submitted 4 quarterly 3 quarterly
provincial financial by deadiine as budget budget 3 quarterly perf. 3 quarterly 3 quarterly perf. 3 quarterly perf.
g‘overn‘ment . performance sgt by National performance performance reports perf. reports reports reports
(including public 3 Y report report
entities) reasury
Programme performance indicators and annual targets: 2014/15
Sub-programme: 2.3 Public Finance: Provincial Budget Management
Performance indicator Audited / Actual performance Estimated Medium-term targets
performance
2010111 2011112 2012113 201314 2014115 201516 2016117
16 chapters 16 chapters
16 chapters 16 chapters completed 1 completed 1 16 chapters
No. of chapters in MTEC completed 1 working completed 1 working working day working day completed 1 working
e 'o t P day before MTEC as 16 chapters 16 chapters day before MTEC as before MTEC as before MTEC as day before MTEC as
P per budget process per budget process per budget per budget per budget process
timetable timetable process process timetable
timetable timetable
Eset\',:"::?ac:dpéivgﬁziure EPRE on time for EPRE ontime for | EPRE on time for EPRE on time for EPRE on time for EPRE on time EPRE on time for
(EPRE) P tabling tabling tabling tabling tabling for tabling tabling
ﬁ‘r’é‘;ls;g“;;te'{l“earfﬁz ‘;‘; § AEPRE ontimefor | AEPREontime | AEPREontime | AEPREontimefor | AEPREontme | AEPREontme | AEPRE on time for
Expenditure (AEPRE) tabling for tabling for tabling tabling for tabling for tabling tabling
12 IYM reports 12 IYM reports
! 12 IYM reports p/a 12 IYM reports p/a ; ; 12 IYM reports p/a
Section 32 report (Monthly | - prieq toNT by | 12 IYMreports | 12IYMreports | (submittedtoNTby | P/a(submittedto | pfa(submitiedto | o ried'so NT by
provincial IYM report) d d NT by 22 NT by 22 d
the 22"¢ monthly) 22 monthly) 227 monthly)
monthly) monthly)
4 quarterly perf. 3 quarterly
Quarterly pe""fm‘?me reports submitted by 4 quarterly budget budget 3 quarterly perf. 3 quarterly perf. 3 quarterly perf. 3 quarterly perf.
reports for provincial performance
d deadline as set by performance reports reports reports reports
epartments ) report
National Treasury report
Quarterly targets: 2014/15
Sub-programme: 2.3 Public Finance: Provincial Budget Management
Programme performance indicators Reporting Annual target
9 P period 2014/15 Quarterly targets
Quarter 1 Quarter 2 Quarter 3 Quarter 4
No. of chapters in MTEC reports Annual 16 - 16 - -
Estimates of Provincial Revenue & Expenditure Annual 1 - - - 1
Adjusted Estimates of Provincial Revenue and Expenditure Annual 1 } } 1 }
(AEPRE)
Section 32 report (Monthly provincial [YM report) Monthly 12 3 3 3 3
Quarterly performance reports for provincial departments Quarterly 3 1 1 - 1




Strategic objective annual targets: 2014/15
Sub-programme: 2.3 Public Finance: Public Finance: Provincial Own Revenue
3:.:‘;?‘;: P(-i:'lfgircrzta:rce Audited / Actual performance Estimated Medium-term targets
) performance
2010111 2011112 2012113 2013114 2014/15 2015/16 2016/17
Conduct and co-
ordinate quarterly Conduct quarterly Condu_ctquarterly Condupt quarterly Condu_ctquarterly
o New New 4 . meetings of the meetings of the meetings of the
. Provincial meetings of the PRF
Promote optimal Revenue Forums PRF PRF PRF
and sustainable ——
revenue Monitoring of Revenue Revenue Revenue quarterly
: departmental 16 Revenue quarterly quarterly quarterly performance
generation and 16 departments departmentt 3 w t " ” Tt
collection by revenue epartments performance reports | performance performance reports
provincial collection reports reports
departments and R evenue input Revenue inputs Revenue input . . Revenue input Revenue input . .
. - into the for budget K Revenue input into . . Revenue input into
public entities o into OPRE and into OPRE and into OPRE and
publication of statements and ) 1 OPRE and EPRE on " . OPRE and EPRE
o EPRE on time " " EPRE on time for | EPRE on time for . "
Provincial budget supplements . time for tabling ' " on time for tabling
documentations finalised for tabling tabling tabling
Programme performance indicators and annual targets: 2014/15
Sub-programme: 2.3 Public Finance: Provincial Own Revenue
Performance indicator Audited / Actual performance Estimated Medium-term targets
performance
2010111 2011112 2012113 2013114 2014115 2015/16 2016117
Conduct and co-ordinate
quarterly Provincial Revenue New New 4 4 forums per year 4 forums per year 4 forums per year 4 forums per year
Forums
Revenue quarterly Revenue quarterly Revenue Revenue quarterly
Monitoring of dt_epartmental 16 departments 16 departments 3 performance reports performance quarterly performance
revenue collection reports performance reports
reports
Revenue input into Overview of Revenue inputs Revenue input Revenue input
Provincial Revenue and for budget into OPRE apn d Revenue input into Revenue input into into OPRE :n d Revenue input into
Expenditure (OPRE) and statements and . 1 OPRE and EPRE on OPRE and EPRE - OPRE and EPRE
! L EPRE on time for . . . ) EPRE on time for " .
Estimates of Provincial Revenue supplements tablin time for tabling on time for tabling tablin on time for tabling
and Expenditure (EPRE) finalised 9 9
Quarterly targets: 2014/15
Sub-programme: 2.3 Public Finance: Provincial Own Revenue
Programme performance indicators Reporting period Annual target 2014/15 Quarterly targets
Quarter 1 Quarter 2 Quarter 3 Quarter 4
(R::cg::ﬁg a;; l(j:::]—sordmate quarterly Provincial Quarterly 4 forums per year 1 1 1 1
Monltqrmg of departmental revenue Quarterly Revenue quarterly 1 1 1 1
collection performance reports
Revenue input into Overview of Provincial Revenue input into
Revenue (OPRE) and Estimates of Provincial Annual OPRE and EPRE on n/a n/a n/a 1
Revenue and Expenditure (EPRE) time for tabling
Strategic objective annual targets: 2014/15
Sub-programme: 2.3 Public Finance: Specialised Advisory Support Services
Strategic objective Perfo'rmance Audited / Actual performance Estimated Medium-term targets
Indicator
performance
2010111 2011112 2012113 2013114 2014115 201516 2016117
Input into the Input to be
reSision and Input Submitted by Input fo be Input fo be Input fo be sukfmitted by
Promote effective and maintenance of New submitted by due date submitted by due submitted by due | submitted by due due date as
. : due date date as setby NT | date assetby NT | date as set by NT
optimal financial resource DORA set by NT
allocation for provincial Institutionalise Implement Close-out Renort bi-
government (including public | framework for the monitoring tool report one Report bi-annually | - Report bi-annually |  Report bi-annually annuzll for all
entities) monitoring of New and report month after for 11 public for all listed public |  for all listed public listed yublic
provincial public quarterly for 9 end of financial entities entities entities P
" N o entities
entities public entities year




Programme performance indicators and annual targets: 2014/15

Sub-programme: 2.3 Public Finance: Specialised Advisory Support Services
Pgrft?rmance Audited / Actual performance Estimated Medium-term targets
indicators performance
2010/11 201112 2012113 2013/14 2014/15 2015/16 2016/17

Input into the revision . . Input to be Input to be Input to be Input to be submitted
and maintenance of New Ingut dsuuebg]a':fd Sme'té:?eby due submitted by due submitted by due submitted by due by due date as set by
DORA y date as set by NT date as set by NT date as set by NT NT

Institutionalise Implement Close-out report

fnr‘laor::i(te;ti)nrk g)fr the New mt;r;:;o::engog)ol one month after Report bi-annually | Report bi-annually for | Report bi-annually for | Report bi-annually for all

foring of P end of financial for 11 public entities| all listed public entities | all listed public entities| listed public entities

provincial public quarterly for 9 car

entities public entities Y
Quarterly targets: 2014/15
Sub-programme: 2.3 Public Finance: Specialised Advisory Support Services

Programme Reporting period Annual target 2014/15 Quarterly targets
performance indicators
Quarter 1 Quarter 2 Quarter 3 Quarter 4
Input into the revision and Annual an;ltjéo dZ?eS:S?ét:id Input to be submitted Input to be submitted by Input to be submitted Input to be submitted by
maintenance of DORA Y NT Y by due date due date by due date due date
Implement monitoring Prepare 1! quarter
Institutionalise framework tool and report bi- Prepare close-out performance report for al Prepare mid-year Prepare EPRE tabled for
for the monitoring of Bi-annually annuall forzll listed report for all listed entities performance report for paII listed entities
provincial public entities ubI!i/c entities entities Prepare budget MTEC all listed entities
P report for all listed entities

2.4 Sub-programme: Municipal Finance

Specified Policies and Priorities

Municipalities are the custodians of public funds and are tasked with using their resources to respond to
the needs of communities for infrastructure, local services and spatial development. National and
Provincial Government has a constitutional mandate to monitor the state of local government financial
management and finances to ensure sustainable service delivery, while concurrently promoting good
budget and fiscal management by municipalities.In order to achieve this mandate, the Municipal
Finance Unit monitors the preparation and performance of municipal budgets in order to ensure that the
municipalities implement sound fiscal management; and to provide technical support to municipalities,
particularly those that are in financial distress. The Unit endeavors to promote good budgeting and fiscal
management but also to monitor the implementation of municipal budgets and compliance with
Municipal Finance Management Act (MFMA) and the Municipal Budget and Reporting Regulations
(MBRR) by all delegated KZN municipalities. Towards this end, the Municipal Finance Unit
constructively engages all delegated municipalities to ensure that all budget related issues that are
required in terms of the MFMA and MBRR are complied with. The functions of the Municipal Finance
Unit is process driven and is largely determined by statutory deadlines as stipulated in the MFMA and
the MBRR.

The strategic objectives are:

* To ensure efficient budget and expenditure management and accurate financial reporting for the
local government; and

» To assist and provide technical support to delegated municipalities in financial distress.




Progress Analysis

Mid-year Budget and Performance Assessment process

Section 72(1)(b)(iii) of the MFMA requires that the accounting officer of a municipality must submit to
the Provincial Treasury by 25 January of each year a Mid-Year Budget and Performance Assessment
Report.

Regulation 33 of MBRR requires that a Mid-Year Budget and Performance Assessment of a
municipality be in the prescribed Schedule C format and include all the required tables, charts and
explanatory information taking to account any guidelines issued by the Minister in terms of Section
168(1) of the Act.

In the light of above, The Municipal Finance Unit will continue to discharge its responsibilities of
supporting and monitoring all delegated municipalities to ensure that they fully comply in line with the
requirements of MFMA and MBRR regarding the production and submission of Mid-Year Budget and
Performance Assessment Report. The unit will assess all the reports received and feedback provided

accordingly to municipalities.

Adjustments Budget process

In terms of Section 28(1) of the MFMA, a municipality may revise an approved annual budget through
an adjustments budget. As per Regulation 21 of MBRR, an Adjustments Budget and supporting
documentation are expected to be in the prescribed Schedule B format and include all the tables, charts
and explanatory information, taking into account any guidelines issued by the Minister in terms of
Section 168(1) of the Act.

Regulation 23(1) of MBRR on the other hand, stipulates that the Adjustments Budget of a municipality
may be tabled in the municipal council at any time after the Mid-Year Budget and Performance
Assessment is tabled in council, but no later than 28 February of the current year.

Furthermore, Section 28(7) of the MFMA read in conjunction with Regulation 24 of the MBRR, requires
that an Adjustments Budget and related supporting documents be submitted to both Provincial and
National Treasuries within 10 working days after tabling in the council by the Mayor.

To this end, Municipal Finance Unit will also play its role of supporting and monitoring all delegated
municipalities in an endeavor to achieve maximum compliance with MFMA and MBRR requirements in
all matters relating to Adjustment Budget process. All the Adjustments budget received will be assessed
with a view of ensuring that amongst the others, they are appropriately funded as per Regulation 22 of
MBRR. Feedback on all assessed Adjustments budget will be provided accordingly to the
municipalities.

Budget Evaluation Process
Section 16(2) of the MFMA requires that the Mayor of a municipality must table the annual budget at a Council

meeting at least 90 days before the start of the new budget year. All municipalities except one tabled their
draft 2013/14 budgets in Council by 31 March 2013.

Furthermore, Section 22(b)(i)) and Section 23(1) of the MFMA requires that immediately after the annual
budget is tabled in a municipal Council it must be submitted to National Treasury and the relevant Provincial
Treasury and that the municipal Council must consider the views of the National Treasury, the relevant
Provincial Treasury and any provincial or national organs or state or municipalities which made submissions
on the budget. All the 58 delegated municipalities submitted their 2013/14 draft budgets to Provincial
Treasury.




Regulation 9 of the MBRR requires that the annual budget and supporting documentation of a municipality
must be in the format specified in Schedule A. Regulation 14 of the MBRR further requires that an annual
budget and supporting documentation tabled in a municipal council in terms of Sections 16(2) and 17(3) of the
Act, must be in the format in which it will eventually be approved by the council.

To ensure compliance with the MBRR formats as well as to improve the quality of budgets submitted by
municipalities, National Treasury jointly with Provincial Treasury conducted 3 Municipal Budget Workshops on
the preparation of the 2013/14 budgets. The workshops were held in Pietermaritzburg as follows:

 Revenue and Expenditure Framework (improvement in the quality of the Statement of Financial
Performance) was work-shopped on 22-23 November 2012. This workshop was attended by 132
candidates;

e Fundamentals of credible Capital Budgeting as well as Cash Flow budgeting (funding of the budget) was
work-shopped on the 6-7 December 2012 and was attended by 151 candidates; and

e A reinforcement session was held on the 1 February 2013 and was attended by 131 candidates. In this
sessionMFMA Circular No. 66 as well as the Dummy Budget Guide were discussed.

Of the 58 delegated municipalities, 57 tabled their draft 2013/14 budgets in Council by 31 March 2013 as
required by Section 16(2) of the MFMA. One municipality did not comply with this section of the Act and the
MEC for Finance therefore sent a non-compliance letter to affected municipality. Subsequently, the
municipality tabled their draft budget to council on 3 April 2013.

Of the 58 draft budgets received 57 were assessed by Provincial Treasury. The one remaining budget could
not be assessed as the municipality submitted incomplete information. Bilateral meetings were conducted with
42 municipalities to discuss Provincial Treasury's assessment of their 2013/14 draft MTREF budgets.

With the exception of one municipality, all delegated municipalities tabled their 2013/14 final budgets for
consideration for approval 30 days before the start of the budget year. The municipality applied for extension
from the MEC for Finance as required by Section 27(3) of the MFMA. The municipality subsequently tabled
and approved their 2013/14 Final Budget on 5 June 2013.

Section 16(1) of the MFMA states that the Council of a municipality must for each financial year approve an
annual budget for the municipality before the start of that financial year. All 58 delegated municipalities
approved their 2013/14 budgets by 28 June 2013.

A high level assessment was also conducted on the 2013/14 final budgets of all 58 delegated municipalities
with a view of assessing whether municipalities have considered the comments and recommendations
provided by Provincial Treasury on their draft budgets before it was tabled in Council.

In Year Monitoring of municipal budget performance

In terms of Section 5(4)(a)(iii) of the MFMA, Provincial Treasury must monitor the monthly outcome of
municipal budgets. The objective of the IYM process is amongst others:

« to improve the quality and the credibility of the information provided;
» to assess the budget performance against the approved budget;
e to assist municipalities in identifying areas of under or over expenditure;

* to assist municipalities in identifying financial problems facing the municipalities, including any
emerging or impending financial problems (early warning system); and

» to allow for appropriate and timeous action to be taken should there be indications of substantial
over or under spending against budget or any other financial problems.




The process has been implemented in 2012/13 by the Municipal Finance Unit and was pursued in
2013/14 in ensuring the accuracy of the monthly reports submitted by the municipalities. There were
frequent engagements with delegated municipalities in order to improve the quality of figures reported.

Municipal Support Program (MSP)

While the imperative of achieving a clean audit by 30 June 2014 would have passed at the beginning of
the 2014/15 financial year, it is essential that the fundamentals of financial management in
municipalities continue to be in place.

With this in mind, the MSP intends focusing on improving the processes around the following work-
streams:

e Cash Flow Management;

« Enhancing the control environment around financial processes;

e Improving Information Technology General Controls;

» Mentoring the Chief Financial Officers;

* Improving the credibility of financial reporting;

* Improving Supply Chain Management practices; and

*  The Internal Audit function.

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

The selection of municipalities to be part of the MSP in 2014/15 will be primarily based on 2 factors:

» The extent of support required by the municipality for assistance in a particular work-stream; and

* The unreserved acceptance of support to be provided by the Municipal Finance Unit along with the
level of commitment by the leadership and staff in embracing the improvements and implementing
the processes that will be introduced.

It has been the experience of the MSP, that the greater the dedication by municipalities to improvement,

the greater the benefits that flow through into the operations. It is believed that this will lead to a more

judicious use of funds by Treasury that can lead to better benefits to municipalities.

Analysis of constraints and measures planned to ove rcome the constraints

The municipal finance environment is characterised by a number of challenges which negatively impact
on the Unit to provide a more constructive and intensified support to municipalities in order to realise its
strategic objectives.

The following are some of these challenges:

e Lack of discipline regarding the financial management, resulting in spending beyond the limited
resources;

e Lack of effective leadership in both administration and political roles;

e Inability of municipalities to identify new revenue sources and reliance on grants creates
dependency problems which impact on the sustainability of municipalities;

. Escalating municipal debt having a direct impact on the sustainability of municipalities; and

e  Consistent under-expenditure on capital budgets and utilisation of conditional grants to cover
operations compromises development of municipal infrastructure.

The table below shows some of the internal and external environment constraints that negatively impact
on the Municipal Finance Unit's ability to deliver on its mandate, together with measures planned to
overcome them:




Table1: Measures planned to overcome constraints

No| Risk Name Risk Description Root Cause Conseql Controls Action Plan
1. Attraction and *  Resignation % Work f+ Financial incentives according < Documentation of business
retention of critical % Market Demand Overload to the retention policy processes
skills *  Natural Attrition % Compromise [+ Succession planning < Provide financial incentives
Institutional on quality of |+ Cultivate a culture of on the attraction and retention
Knowledge output knowledge of skills.
dissemination/sharing. <+ Provide training and
t+ Appoint trainee budget mentorship programmes
analyst/coordinator
2. Lack of * Inherent risks that “ Inability by [ Visibility at municipality by the < MEC of Finance to inform and
Non compliance with municipalities might not the unit to unit update Mayors of reporting
Compliance by | regulations and be capacitated to deliveron [ Technical Support provided to deadlines and
municipalities prescripts by comply with the its mandate municipalities < On ongoing reporting of non
with the municipalities MFMA(Budget compliance with key reporting
MFMA(Budget resulting in the unit Regulations and deadlines with MFMA and
Regulations failing to deliver on Reporting) MBRR
and Reporting) | its planned
deliverable.
3 Poor controls over ¢  Absence of procedural [  Loss of critical <+ Periodic and sporadic < Continuous engagement with
the electronic and manual for the data audits of the H drive and IT unit on ECM
Inadequate hvsical imol ion of e . hard d imol :
security physica imp emeptaﬂon 0 3 Slerwcg ard copy documents implementation .
documents. information disruptions <+ Develop a comprehensive
measures over
: management. procedure manual
electronic and N 3 )
. % Poor implementation of
physical
. IT governance
documentation -
processes and policies
by the IT unit
4, Non-deliverance of % Failure to build [ Compromise <+ To monitor the < Check progress reports
services by the capacity by the service service implementation of the against TOR prior to payment
service providers provider resulting in delivery services in line with the processing
MSP in line with the substandard outputs % Fruitless and SLA
expectations and wasteful
requirements of expenditure
the Unit

Description of planned quality improvement measures

The main focus of the Municipal Finance Unit is 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 MFMA and improving the capacity of municipal staff through the facilitation of Financial
Management capacity building training programmes.

There was notable improvement for KwaZulu-Natal municipalities in 2012/13 in terms of the submission
of statutory MFMA Returns. This remains a priority and the Municipal Finance Unit will focus on
improving compliance with the monthly reporting requirements. Furthermore, the Unit will continue to
capacitate the officials within the unit, through workshops on the IYM Process.

The 2014/15 financial year will be the fifth year that all municipalities will be required to prepare their
annual budget in accordance with the Municipal Budget and Reporting Regulations. This still remains a
challenge for the municipalities as some of them do not complete all the required budget tables. The
Municipal Finance Unit has provided technical support to the municipalities in the preparation of their
2013/14 budgets with the aim of achieving significant improvement in the completeness and quality of
the budget submissions. During the 2013/14 budget process the Municipal Finance Unit performed
assessments of both the first draft and the final budgets. This approach will also be adopted for the
2014/15 budget submissions.

It is the intention of Provincial Treasury to continue to submit a list of those municipalities that are
persistently not complying with the MFMA reporting requirements to the Legislature for their
consideration.

As the Unit becomes fully capacitated, it will augment the knowledge and skills levels within the Unit and
lead to analysts increasing the number of contact visits to municipalities. Provincial Treasury is
committed to supporting and assisting municipalities in KZN and in improving their level of financial
management, augmenting the skills available to them through capacity building and in the process,
enabling the sustainability of their operations.




Strategic objective annual targets: 2014/15
Sub-programme: 2.4 Municipal Finance
Strategic oblect] Performance Audited / Actual performance Estimated Medium-term targets
rategic objective °
g Indicator 201011 201112 2012113 pegg{;‘;j‘;‘“ 201415 2015/16 201617
To ensure efficient 12 Section 12 Section 12 Section 12 Section 71(6) 12 Section 71(6) 12 Section 12 Section
budget and 71(6) reports 71(6) reports 71(6) reports reports reports 71(6) reports 71(6) reports
expenditure Monitor and evaluate 4 Section 71(7) | 4 Section 71(7) | 4 Section 71(7) | 4 Section 71(7) 4 Section 71(7) 4 Section 71(7) | 4 Section 71(7)
management and local govt. b‘:dg‘ft Quarterly Quarterly Quarterly Quarterly budget | Quarterly budget Quarterly Quarterly
accurate financial performance budget budget budget performance performance budget budget
reporting for the performance performance performance reports reports performance performance
local govt. reports reports reports reports reports
To assist and To support delegated | 16 10 12 14 municipalities 8 municipalities to 10 10
rovide technical municipalities in municipalities to | municipalities to | municipalities to be supported be supported municipalities to municipalities
gu ort to delegated financial distress be supported be supported supported through the MSP through the MSP be supported to be supported
mtfr?ici alities ir? through MSP 2 through MSP through the through the through the through the
nuniclpat and 8 GRAP MSP MSP MSP MSP
financial distress )
conversion
1. Target is dependent on the cut-off date and closure of the NT Igdatabase.
2. Targets are not cumulative
Programme performance indicators and annual targets: 2014/15
Sub-programme: 2.4 Municipal Finance
Performance Audited / Actual performance Ersfg:‘n:;iie Medium-term targets
indicators 2010111 2011112 2012113 P 201314 2014115 201516 2016117
Section 71(6) report 12 Section 71(6) 12 Section 71(6) 12 reports 12 Section 71(6) 12 Section 71(6) 12 Section 71(6) 12 Section 71(6) reports,
(Monthly municipal reports, 22 working | reports, 22 working reports, 22 working reports, 22 working reports, 22 22 working days after end
IYM report) within days after end of days after end of days after end of days after end of working days of each month
the prescribed time each month each month each month each month after end of each
frame! month
Section 71(7) 4 Section 71(7) 4 Section 71(7) 4 reports 4 Section 71(7) 4 Section 71(7) 4 Section 71(7) 4 Section 71(7) Quarterly
Quarterly budget Quarterly budget Quarterly budget Quarterly budget Quarterly budget Quarterly budget budget performance
performance performance performance performance performance performance reports, 45 days after
reports’ reports, 45 days reports, 45 days reports, 45 days reports, 45 days reports, 45 days end of quarter
after end of quarter | after end of quarter after end of quarter after end of quarter after end of
quarter
No. of municipalities 16 municipalities to 10 municipalities to | 12 municipalities 14 municipalities to 8 municipalities to 10 municipalities 10 municipalities to be
supported by the be supported be supported be supported be supported to be supported supported through the
MSP 2 through MSP and 8 | through the MSP through the MSP through the MSP through the MSP MSP
GRAP conversion
1. Target is dependent on the cut-off date and closure of the NT Igdatabase.
2. Targets are not cumulative
Quarterly targets: 2014/15
Sub-programme: 2.4 Municipal Finance
Programme performance Reporting period Annual target 2014/15 Quarterly targets
indicators Quarter 1 Quarter 2 Quarter 3 Quarter 4
Section 71(6) report 12 Section 71(6) reports,
(Monthly municipal [YM 22 working days after
report) within the Monthly end of each month 3 reports 3 reports 3 reports 3 reports
prescribed time frame’
Section 71(7) quarterly 4 Section 71(7)
budget performance Quarterly budget
reports' Quarterly performance reports, 45 1 report 1 report 1 report 1 report
days after end of quarter
No. of municipalities 8 municipalities to be
supported by the Municipal supported through the T I A S
Support Programme Quarterly MSP 2 municipalities 2 municipalities 2 municipalities 2 municipalities
(MSP)2

1. Target is dependent on the cut-off date and closure of the NT Igdatabase
2. Targets are not cumulative




2.5 Reconciliation of budget with plan

Summary of payments and estimates - Programme 2: Fiscal Resource Management

Audited Outcome Ma".' . Adjusfeq Re\.nsed Medium-term Estimates
Appropriation  Appropriation Estimate
R thousand 2010111 201112 2012113 2013/14 2014115 201516 2016/17
1. Programme Support 928 548 751 2905 2927 2393 3059 3200 3370
2. Economic Analysis 5345 4166 19499 27 511 35111 36073 34 527 25013 25915
3. Public Finance 77% 9435 9739 12733 12721 11254 13 564 14188 14 940
4. Municipal Finance 39094 18 131 46 881 56 358 51582 50 069 58973 61141 64 381
Total 53161 32280 76 870 99 507 102 341 99 789 110 123 103 542 108 606

Summary of payments and estimates by economic classification - Programme 2: Fiscal Resource Management

Main Adjusted Revised
Appropriation  Appropriation Estimate

R thousand 2010/11 2011112 201213 2013114 201415 201516 2016/17
Current payments 52947 31778 76 716 99107 101707 99129 109 857 103 266 108 320
Compensation of employees 17 371 21191 30283 43 007 41104 38526 44 755 48 311 52 070
Goods and services 35576 10 587 46 433 56 100 60 603 60 603 65 102 54 955 56 250
Interest and rent on land - - - B -
Transfers and subsidies to: - - 23 - 32 58 -
Provinces and municipalities - - - - - R -
Departmental agencies and accounts - - - - - - R
Higher education institutions - - - - - - R
Foreign governments and international organisations - - - - - - -
Public corporations and private enterprises - - - - - - R
Non-profit institutions - - - - R - R
Households - - 23 - 32 58 - - -
Payments for capital assets 208 374 131 400 602 602 266 276 286
Buildings and other fixed structures - - - - - - - B B
Machinery and equipment 188 374 131 400 602 602 266 276 286
Heritage assets - - - - - - - - -
Specialised military assets - - - - - B R
Biological assets - - - - - - R
Land and sub-soil assets - - - - - B R
Software and other intangible assets 20 - - - - - R
Payments for financial assets 6 128 - - - . . .
Total 53161 32280 76 870 99 507 102 341 99 789 110 123 103 542 108 606

Audited Outcome Medium-term Estimates




3. Programme 3: Financial Management

3.1 Sub-programme: Financial Asset and Liability Ma  nagement

3.2 Sub-programme: Public Private Partnerships (PPP  s)

3.3 Sub-programme: Supply Chain Management

34 Sub-programme; Financial Reporting

35 Sub-programme: Norms and Standards

3.6 Sub-programme; Supporting and Interlinked Finan  cial Systems

3.1  Sub-programme: Financial Asset and Liability Ma  nagement

Specified policies and priorities:

The Banking division provides an effective support service to all client departments and ensures that
municipalities conform to the reporting requirements in terms of the Municipal Finance Management
Act.

The priority of the Tax section is to provide efficient support and guidance to the 16 KZN Provincial
departments and to increase the knowledge and skills of officials at the departments. The EMP 10 guide
issued by SARS is used as a base to perform Risk Analysis in terms of tax compliance and processes.
In addition a practical Tax manual has been compiled which focuses on the Persal and BAS Tax
functions and the technical aspects of the PAYE tax functions to assist tax officials at all departments.

The Asset Management section is to improve Asset Management controls and processes through the
formulation of policies and practices specific to each department to ensure continued maintenance of
asset management in the Province.

The key activities of the unit are:

¢ To keep departments abreast of amendments in tax legislation in respect of payroll tax.

e To provide quality training and an advisory service in respect of tax functions to departments and
perform risk analysis in terms of tax compliance.

¢ To provide an effective Banking and support service to all client departments

e« To improve the efficiency of cash management and to minimize the adverse liquidity through
effective liabilities management.

e To facilitate, monitor support and training interventions with regards to Asset management
prescripts and asset registers in the province.

The strategic objectives are:
¢ Ensure the provision of an effective and efficient transversal advice, guidance and support on

banking and tax matters as well as monitoring the compliance to Asset management prescripts in
all provincial departments.

« To promote sound cash management practices and improve liquidity in the province; and




 To assist departments and municipalities in the attainment of a clean audit outcome for the
province.

Progress Analysis

Departments are informed on an annual basis of any amendments to tax legislation which affect payroll
tax. Information Sessions are held annually to address the changes. A risk analysis is performed on a
quarterly basis per department, in terms of tax legislation and compliance with tax processes.

Due to support given and regular visits to departments, most departments have been able to clear all
transactions on their banking suspense accounts. Due to constant reminders and visits to municipalities
there has been an improvement in the timely submission of reports to Treasury.

Asset Management activities were ongoing with support and training offered to departments on the
Hardcat Asset Management System in order to improve compliance and effectively meet the reporting
requirements. There has been continued maintenance and compliance with Asset management
prescripts as well as an effective and efficient asset register.

Analysis of constraints and measures planned to ove rcome them

The ongoing tax training has improved the payroll tax knowledge and skills at departments. The
function however requires an in-depth knowledge and this along with the high rate of staff turnover at
department’s results in a large volume of training being required. Guidance and support will continue to
be provided with the quarterly risk analysis being used to identify areas of non-compliance to tax
legislation and to inform the CFO of the relevant department in cases of serious non-compliance. The
tax section will continue to conduct an annual seminar on tax issues and regulations to ensure that tax
officials are updated and kept abreast of changes to tax legislation which impact on their tax functions.

Some departments are experiencing challenges with the clearing of banking suspense accounts and
require assistance and training from Treasury in order to clear them. Staff capacity is usually identified
as the problem. There is a lack of knowledge and experience regarding the responsibilities on financial
reporting at Municipalities.

Non-compliance with monthly reporting requirements by provincial departments as well as other
technical problems associated with the asset register. Reporting and monitoring will be enhanced and
strengthened to ensure compliance. Provincial departments will be liaised with to eliminate all identified
challenges and constraints.

Description of planned quality improvement measures

An effective training and support service will continue to be provided to each department to improve the
knowledge and skills within the tax Sections at all provincial departments and to ensure that SARS
deadlines are met. Information Sessions will cover the practical application of the tax legislation, using
examples from the payroll and financial systems, now that a base of tax knowledge has been
established at most departments. Where new staff are appointed, one-on-one sessions will be
conducted with them to train them on the payroll tax functions.

Treasury will continue to visit departments at least once a month to support and assist with the clearing
of banking suspense accounts. Municipalities will once again be reminded of their responsibilities
regarding submitting financial reports timely and will be visited to ensure compliance with the Municipal
Finance Management Act.

Training and support interventions relating to the Asset functions will be improved with workshops and
Hardcat training sessions conducted to discuss areas of concern. Effective monitoring and reporting




will be implemented to address issues of non-compliance and to ensure the effective use of the asset
register and compliance with Asset management prescripts.

Strategic objective annual targets: 2014/15

Sub-programme: 3.1

Financial Asset and Liability Management

Strategic Performance Audited/Actual performance Estimated Medium-term targets
objective Indicator performance
201011 2011112 201213 2013114 2014/15 2015/16 2016/17
To promote Provide guidance
fﬁ:ﬁ:gzﬁgnt ?.2: ::5?;? fro 16 departments 16 departments 16 departments 15 departments 15 departments 15 departments 15 departments
practices and functions to KZN per quarter per quarter per quarter per quarter per quarter per quarter per quarter
improve liquidity depts
in the province Conduct tax
and assist depts Information 5 sessions 2 sessions 2 sessions 2 sessions 2 sessions 2 sessions 2 sessions
and municipalities | Seminar annually
in the attainment Risk Analysis per Compliance
iﬁcg:?};ut?:; ggr[::brig:::l:;etax 64 ars:;;rf?ent ass;egs(;ne?t for 64 reports 60 reports 60 reports 60 reports 60 reports
province legislation op
Provide quarterly
assessment
reports to depts.. 64 reports 64 ment 64 ment 60 ment 60 ment 60 ment 60 ment
on status of bank reports reports reports reports reports reports
related suspense
accounts
E;:Lew monthly 192 reconciled 192 reconciled 180 reconciled 180 reconciled 180 reconciled 180 reconciled
reconciliations 192 reports bank bank bank bank bank bank
reconciliation reconciliation reconciliation reconciliation reconciliation reconciliation
per department
:;g#?nquane”y 4 reports on 4 reports on 4 reports on 4 reports on 4 reports on 4 reports on 4 reports on
withdrawals from withdrawals from withdrawals from withdrawals from withdrawals from withdrawals from withdrawals from withdrawals from
municipal bank municipal bank municipal bank municipal bank municipal bank municipal bank municipal bank municipal bank
accounts accounts accounts accounts accounts accounts accounts
accounts
To promote
sound Asset No. of Asset 6 Hardcat 1 Asset
Management workshops and frainings and 2 Management 5 Hardcat training 4 4 4 4
practices in training sessions workshops Workshop and 7 and 4 reports
Provincial conducted Hardcat training
Departments
Programme performance indicators and annual targets: 2014/15
Sub-programme: 3.1 Financial Asset and Liability Management
Performance indicators Audited / Actual performance Estimated Medium-term targets
performance
201011 201112 2012113 2013/14 2014/15 2015/16 2016/17

Provide guidance and
support iro payroll 16 depts. Per 16 depts. Per 16 depts. Per 15 depts. Per
functions to KZN quarter quarter quarter quarter 15 depts. Per 15 depts. Per 15 depts. Per
quarter quarter quarter

departments
Conduct Tax Information 5 sessions 2 sessions 2 sessions 2 sessions 2 sessions 2 sessions 2 sessions
Seminar annually
Risk Analysis per dept. to 64 assessment Compliance
ensure compliance to tax reports assessment for 16 64 reports 60 reports 60 reports 60 reports 60 reports
legislation P depts
Provide quarterly
assessment reports to 64 reports 64 assessment 64 ment 60 ment 60 ment 60 ment 60 assessment
depts.. on status of bank P reports reports reports reports reports reports
related suspense accounts
REV'eVY Imgnthly bank 192 reconciled 192 reconciled 180 reconciled 180 reconciled 180 reconciled 180 reconciled
reconciliations per 192 reports i M e o o M
department bank reconciliation bank reconciliation bank reconciliation bank reconciliation bank reconciliation bank reconciliation
Produce quarterly report 4 reports on 4 reports on 4 reports on 4 reports on 4 reports on 4 reports on 4 reports on

uce q v rep withdrawals from withdrawals from withdrawals from withdrawals from withdrawals from withdrawals from withdrawals from
on withdrawals from . . . - - L o

L municipal bank municipal bank municipal bank municipal bank municipal bank municipal bank municipal bank
municipal bank accounts

accounts accounts accounts accounts accounts accounts accounts
No. of Asset workshops 1 Asset
and trainin sessionsp 6 Hardcat trainings Management 5 Hardcat training 4 4 4 4
9 and 2 workshops Workshop and 7 and 4 reports

conducted

Hardcat training




Quarterly targets: 2014/15

Sub-programme: 3.1 Financial Asset and Liability Management
Programme performance Reporting Annual target Quarterly targets
indicators period 2014/15
Quarter 1 Quarter 2 Quarter 3 Quarter 4
Provide guidance and support iro
payroll functions to KZN Quarterly 15 depts 15 depts 15 depts 15 depts 15 depts
departments
Conduct Tax Information Seminar Annually 2 sessions NIL 2 sessions NIL NIL
annually
Risk Analysis per dept. to ensure
compliance to tax legislation Quarterly 60 reports 15 reports 15 reports 15 reports 15 reports
Provide quarterly assessment 60 assessment 15 compliance 15 compliance 15 compliance 15 compliance
reports to depts.. on status of bank Quarterly
reports assessment reports assessment reports assessment reports assessment reports
related suspense accounts
Review monthly bank Monthi 180 reconciled bank 15 reconciled bank 15 reconciled bank 15 reconciled bank 15 reconciled bank
reconciliations per department Y reconciliation reconciliations reconciliations reconciliations reconciliations
1 quarterly report on 1 quarterly report on
Plroduce quarterly repgr_t on 4 reports on . 1 quartery report on ! qyarterly report on withdrawals from withdrawals from
withdrawals from municipal bank Quarterly . withdrawals from municipal withdrawals from L L
withdrawals - municipal bank municipal bank
accounts bank accounts municipal bank accounts
accounts accounts
No. of Asset workshops and 4 seminars/training
training sessions conducted Quarterly workshops 1 per quarter 1 per quarter 1 per quarter 1 per quarter

3.2 Sub-programme: Public Private Partnerships (PP Ps)

Specified policies and priorities

The overall purpose of the sub programme is to oversee and provide support
municipal level in line with the PPP Project Cycle.

at a provincial and

The strategic objective is:

To provide substantial technical, financial and legal advice in support of all provincial PPP projects in line
with the PPP project cycle as regulated by National Treasury guidelines.

Progress analysis

The PPP unit continues to support municipalities to deliver critical services through partnerships with
the private sector. PPPs are more valuable to municipalities because municipalities are charged with
some of the most important levels of service delivery, such as the provision of clean drinking water,
waste water treatment and solid waste disposal.

The Provincial Government had a Government Precinct project which was aimed at reducing the
shortage of office in Pietermaritzburg. The project was suspended in 2010 due the financial difficulties
faced by the province which made it unaffordable. In June 2012, the Province took a decision to
resuscitate the project and mandated both Department of Public Works and Provincial Treasury to
update the feasibility study. The unit is also managing the update of the feasibility study for the KZN
Government Precinct (office park).

The unit also plays an increasing role to the Department of Health in the roll-out of PPPs for the
revitalisation of the King Edward VIl Hospital as a tertiary hospital and associated medical facilities.

The unit is working with the Department of Education in eradicating school infrastructure backlogs and
establishing a framework for a PPP in financing, designing, construction and operating suitable school
facilities, including office accommodation for the delivery of education services to the population of
KZN.

The Inkosi Albert Luthuli Central Hospital is in it's 12th year of its concession contract which will be
ending in December 2016. The KZN Provincial Treasury’s PPP Unit is assisting the department of




Health and Inkosi Albert Luthuli Central Hospital with an exit strategy which will outline the handover
procedures to be followed; assessment of whether the issues agreed in concession have been fulfilled
and whether there has been skills transfer as per PPP requirements. The exit strategy will also assist
the department in exploring of various option available to manage the hospital post the expiry date.

In January 1999, the Borough of Dolphin Coast (now llembe District Municipality) and Siza Water
Company entered into a concession agreement whereby Siza Water Company would  oversee,
manage and implement the provision of water and sanitation services within the municipal
boundary on a concession basis. This is a closed project with a concession period of 30 years and a
contract reviewable on a 5-yearly basis.

The llembe District Municipality has initiated a 3" review of the contract and PPP unit is providing
hands on assistance in this regard.

Analysis of constraints and measures planned to ove rcome them

A major constraint is the lack of staff with appropriate technical, legal and financial management skills
and experience, the unit has been unable to fill two of its senior management vacant post due to this
constraint. The recent appointment of a Project Manager shall further contribute to the enhancement
of skills and capacity building within the unit.

Description of planned quality improvement measures

e Seconding project managers to assist in project management of PPP transaction where a lack of
project management is hindering the progress of the project.

e Assisting departments, public entities and municipalities to prepare and implement cost-effective
and affordable public-private partnership projects.

e Supporting capacity enhancement activities by initiating, managing and as appropriate, executing
technical assistance and training activities.

Strategic objective annual targets: 2014/15

Sub-programme: 3.2 Public Private Partnerships
Strategic objective Strategic plan target Audited/Actual performance Estimated Medium-term targets
performance
2010/11 2011112 2012113 2013114 2014/15 2015/16 2016117

To provide substantial Number of seminars/workshops
technical, financial and | conducted for Provincial

legal advice in support | departments, Public entities, Nil Nil 5 4 4 4 4
of all provincial PPP Municipalities, Municipal entities
projects in line with and the Private sector.
PPP Project Cycle as No. of reports for Prov. Treasury
regulated by National management and NT PPP unit New 12 12 12 12 12 12
Treasury guidelines

Contract management reports on 9 11 12 12 12 12 12

closed deals




Programme performance indicators and annual targets: 2014/15

Sub-programme: 3.2 Public Private Partnerships
Performance indicator Audited/Actual performance Estimated Medium-term targets
performance
2010/11 2011112 2014115 2015/16 2016/17
2012113 2013114

Number of seminars/workshops

conducted for Provincial

departments, Public entities, Nil Nil 5 4 4 4 4

Municipalities, Municipal entities
and the Private sector.
No. of reports for Prov. Treasury

management and NT PPP unit New 12 12 12 12 12 12
Contract management reports on 9 1" 12 12 12 12 12
closed deals
Quarterly targets: 2014/15
Sub-programme: 3.2 Public Private Partnerships

Programme performance indicators Reporting period Annual target 2014/15 Quarterly targets

Quarter 1 Quarter 2 Quarter 3 Quarter 4

Number of seminars/workshops conducted
for Provincial departments, Public entities, Quarteri 4 1 1 1 1
Municipalities, Municipal entities and the Y
Private sector.
No. of reports for Prov. Treasury
management and NT PPP unit Annually 12 3 3 3 3
S::Itsract management reports on closed Annually 12 3 3 3 3

3.3 Sub-programme: Provincial Supply Chain Manage  ment

Specified policies and priorities

The specified priorities for the Provincial Supply Chain Management Office is to monitor and evaluate
compliance by provincial departments, municipalities and public entities to SCM prescripts and, where
necessary, to offer support as required by the clients and which may include the development of required
policies and practice notes, that allow for best practice implementation.

The strategic objectives are:

e Support and monitor adherence of departments, public entities and municipalities to SCM prescripts.

e« To ensure the revision of policies and practice notes in accordance with National and Provincial
legislation and prescripts.

e Provide a supplier monitoring mechanism for the province to ensure that supplier information is
reliable.

Progress has been achieved in the following areas:

¢ The unit regularly conducts assessments on the implementation of SCM in the province. Informed by
these assessments, the unit has provided advisory procurement support to provincial departments and
municipalities enhancing internal controls therein, thus assisting in the management of risks
encountered in achieving strategic objectives.

e The unit provided specific SCM related workshops and forums in order to broaden the skills base in
departments and municipalities. It is expected that as the skills base is enhanced the incidences of
irregular expenditure and fraud will decrease in the province.




The process of reviewing the KZN SCM Policy Framework is in its final stages, and this has taken into
account not only the views of the provincial stakeholders, but also bringing it in line with current
National Treasury Instruction notes.

The unit is in advanced stages of developing a price list for goods and services frequently procured by
government departments. This development will ultimately ensure that when procuring there is
available a tool that can be used to assess value for money in specific transactions entered into by
various government departments. Implementation of the price list will coincide with the implementation
of a provincial e-procurement tool, to ensure effective monitoring of transactions by departments.

The success achieved in the contract management pilot project has resulted in decision to extend the
project to other departments. This will ensure that the benefits of the projects are permeated through
all departments thus not only reducing the incidence of irregular expenditure but also enhancing
internal control.

The process of establishing a structure for a Municipal Bid Complaints Tribunal is in its final stages
and is expected to be completed and commence its operations within the 2013/2014 financial year.
This tribunal will ensure that there is an appeal avenue for municipal bids as required by Regulations
49 and 50 of the MFMA for all municipalities in the province.

The Unit is in the process of awarding the bid for the implementation of an e-procurement tool that will
assist in minimizing opportunities for fraud and corruption.

The Unit has further finalized the appointment of a panel of service providers who will play a role in the
BBBEE verification process with respect to suppliers currently registered on the Suppliers Database.

The Unit has successfully implemented a Section 18 intervention at both the Department of Social
Development and the Department of Sports and Recreation.

A process administration tool has been developed and implemented for the management of
department bid appeals for provincial departments. The tool aims to reduce turn-around times and
keep all stakeholders updated on the status of appeals.

Analysis of constraints and measures planned to ove rcome them

The Unit has identified the following constraints:

Factors external, for example the combination of high staff turnover rate and vacancy rate, to the unit
continue to undermine its capacity building efforts. This puts excessive demands on the training efforts
of the unit. The manner in which the training effort is made will be adjusted to take into account the
increasing demands.

Lack of capacity within the SCM unit. This will be addressed by sending staff for training in SCM
related matters to accredited training institutions.

Increased instance of Provincial and Municipal intervention places a strain on the resources within the
Unit, however the Unit is in the process of appointing Panel of SCM experts, who will be utilized in the
intervention process.




Description of planned quality improvement measures

. Increased emphasis on capacity building in order to improve SCM related decision making at a
transaction level. This implies dealing not only with the existing irregular expenditure but also
minimizing the incurring of irregular expenditure in the future.

e The training of SCM staff will be a priority so that a technically improved service can be provided to
clients. This will insure that the unit is better placed to embrace internal changes and to achieve stated
objectives.

* Consolidation, standardization and enhancement of processes within the unit will be undertaken in
order to improve the quality of support provided. This includes upgrading of internal processes,
increased emphasis on enforcement and provision of technical support.

» The search function of the Provincial Supplier's database has been enhanced so that users of the
system will be notified when owners of companies are employees of government.

Strategic objective annual targets: 2014/15

Sub-programme: 3.3 Provincial Supply Chain Management
Strategic Performance Audited/Actual performance Estimated Medium-term targets
objectives Indicator performance
2010/11 2011112 2012113 201314 2014115 2015/16 2016117
No. of SCM 20 Information 75 SCM training Conduct 10 SCM Conduct SCM Conduct SCM Conduct SCM
training sessions sessions sessions training, training, training, training,
and information Iworkshops information information information information
sessions 26 sessions and sessions and sessions and sessions and
conducted workshops for workshops for workshops for workshops for
state institutions state institutions state institutions state
institutions
4 SCM forums for | 4 SCM forums for | 4 SCM forums for | 4 SCM forums
New New 3 departments & departments & departments & for departments
municipalities municipalities municipalities & municipalities
No. of 44 Routine 47 Routine Conduct 76 SCM Conduct SCM Conduct SCM Conduct SCM
assessments ments nents nents in ments in ments in assessments in
Support and completed at completed at depts, munic. and depts, munic. and | depts, munic. and depts, munic.
monitor municipalities and | municipalities and public entities public entities public entities and public
adher_encle o_f 8 routine 20 routine Conduct Conduct Conduct entities
state institutions nents nents 103 compliance compliance compliance Conduct
to SCM prescripts completed at completed at nents & nents & nents & compliance
departments and | departments and investigate investigate investigate assessments &
18 adhoc 24 adhoc complaints complaints complaints investigate
investigations investigations complaints
completed
No. of reviews of Review and Review and Review and
thelsupplller New New New New upgate ;uppller upgate ;uppller updgte guppller
registration form registration form registration form registration
form
No. of policies 1 practice note 14 reviewed Review and Review and Review and Review and
and practice developed and 7 policies 9 update 4 policies | update policies update policies update policies
notes reviewed policies reviewed practise notes practise notes practise notes practise notes
and issued
Programme performance indicators and annual targets: 2014/15
Sub-programme: 3.3 Provincial Supply Chain Management
Performance Audited / Actual performance Estimated Medium-term targets
indicators performance
2010111 2011112 2012113 2013/14 2014/15 201516 201617
No. of SCM training 20 Information 75 SCM training Conduct 10 SCM | 4 training sessions/ | 4 training sessions/ 4 training
sessions and sessions sessions training, workshops workshops sessions/
information sessions Iworkshops % information workshops
conducted sessions and
workshops for
state institutions
4 SCM forums for | 4 SCM forums for 4 SCM forums for 4 SCM forums for
New New 3 departments & departments & departments & departments &
municipalities municipalities municipalities municipalities
44 Routine 47 Routine Conduct 76 SCM Conduct SCM Conduct SCM Conduct SCM
nents nents ments in ments in assessments in depts, assessments in
No. of assessments completed at completed at 103 depts, munic.and | depts, munic. and munic. and public depts, munic. and
municipalities and 8 | municipalities and public entities public entities entities public entities
routine 20 routine Conduct Conduct compliance | Conduct compliance Conduct




assessments assessments compliance assessments & assessments & compliance
completed at completed at assessments & investigate investigate complaints assessments &
departments and 18 | departments and 24 investigate complaints investigate
adhoc adhoc investigations complaints complaints
investigations completed

No. of reviews of the Review and update Review and update Review and

supplier registration New New New New supplier registration supplier registration update supplier

form form form registration form

No. of policies and 1 practice note 14 reviewed policies Review and Review and update Review and update Review and

practice notes developed and 7 9 update 4 policies | policies practise policies practise notes update policies

reviewed and issued policies reviewed practise notes notes practise notes

Quarterly targets: 2014/15

Sub-programme: 3.3 Provincial Supply Chain Management

Programme Reporting period Annual target 2014/15 Quarterly targets
performance
Indicators Quarter 1 Quarter 2 Quarter 3 Quarter 4
No. of SCM training Quarterly
- 4 1 1 1 1

sessions and

information sessions Quarterly

conducted 4 1 1 1 1

Quarterly

No. of assessments 60 15 15 15 15

No. of reviews of the Biannually

supplier registration form 2 ! N/A ! N/A

No. of policies and Quarterly

practice notes reviewed 4 1 1 1 1

and issued

3.4  Sub-programme: Financial Reporting

Specified policies and priorities

The overall purpose of the sub-programme is to analyse audit reports with respect to financial
management in order to establish and formulate support strategies to address weaknesses within the
financial management accounting and reporting processes.

The strategic objectives are:

To assist departments, public entities and municipalities in the attainment of positive audit outcomes for
the Province, with respect to financial management.The following goals define the strategic initiatives to
achieve the vision for future success:

e To analyse compliance and implementation of accounting frameworks to promote the fair
presentation of the consolidated financial position of Province.

* To analyse audit reports, with specific reference to financial management, in order to establish and
formulate strategies to address weaknesses in the financial management and accounting processes
within departments, public entities and municipalities in the Province.

* To play an advisory and guiding support role to Departments, Public Entities and Municipalities in
addressing financial management weaknesses.

* To facilitate the development and implementation of transversal solutions aimed at improving
financial management and accounting practices in provincial departments, public entities and
municipalities.

Progress analysis:  Provincial departmental and public entity support

Four Provincial Departments received audit qualifications for the 2012/13 financial year, being
Department of Education, Department of Social Development, Department of Health, and Department of
Arts and Culture.




The Financial Reporting Unit is assisting the Provincial Department of Health in addressing the ongoing
audit qualification regarding asset management, in which a team, based on the enormity of the problem,
has been deployed on a three year basis to develop and maintain a complete, accurate and reliable
asset register throughout the Province. A task team has further been deployed to KZN Department of
Education, whom is currently assisting the Department in addressing the capped leave audit
qualification, which we anticipate to receive positive audit results for the 2013/14 financial year.

The Financial Reporting Unit continues to further support the KZN Department of Social Development in
terms of capacitating and development of existing officials, with respect to asset management. A
dedicated full-time resource has been deployed to provide support to the existing asset management
unit within the Department. Department of Public Works has further been supported during the 2012/13
financial year, in terms of the immovable asset register, which has resulted in the Department sustaining
the unqualified audit opinion. Financial management support to the Department of Royal Household is
further ongoing by the Financial Reporting Unit, with the aim of ensuring that the unqualified audit
opinion is sustained for the 2013/14 financial year.

Interim Financial Statement reviews, suspense account analysis and revenue fund monitoring are
further being conducted on a quarterly basis in all Departments, and the results of these reviews are
being communicated to the Departments for addressing.

The Financial Reporting Unit has further deployed resources to investigate and address irregular
expenditure in the Province.

The provincial consolidated annual financial statements for the Revenue Fund and Provincial
Departments for the 2012/13 Financial Year has been audited and tabled in the Provincial Legislature.
The Revenue Fund has received a clean audit opinion for the past five financial years. The consolidated
annual financial statements for Public Entities are currently under auditby the Office of the Auditor
General.

One listed public entity, being KZN Nature Conservation, was qualified for the 2012/13 financial
year.Support is currently being rendered to the entity in addressing the qualification matters.

Successful implementation of Caseware within eight public entities has resulted in the 2012/13 financial
statements being prepared utilizing the software. The remaining four entities are still in the process of
implementation, with the aim of utilising the software to prepare the annual financial statements for the
2013/14 financial year. The implementation of Caseware has contributed positively to improving the
financial reporting and accounting processes in preparation of the annual financial statements.

Progress analysis:  Municipal support

The recent audit outcomes released by the Office of the Auditor General for the 2013/14 financial year
have indicated an improvement in financial management within the Province, with the number of clean
audit opinions received increasing and adecrease in disclaimer audit opinions.

The Financial Reporting unit has implemented an internally resourced “Back to Basics” Program in 15
municipalities in the Province, which focuses on the quality of routine accounting processes and
financial management reconciliations taking place within municipalities, on a monthly basis. This
Program has achieved great success as majority of the municipalities have prepared the annual
financial statements internally, with the assistance from the Financial Reporting officials. Technical
reviews by GRAP specialists have further been performed on the annual financial statements for these
municipalities, to ensure that GRAP compliance has been achieved, prior to submission to the Auditor
General for audit purposes. The assistance provided to these municipalities has contributed positively
to maintaining or improving the audit opinions for the 2013/14 financial year:




* Ntambanana Municipality and Umuziwabantu Municipality achieved clean audit opinions for the first
time;

* Greater Kokstad Municipality and Sisonke District Municipality, now known as Harry Gwala District
Municipality improved from a qualified audit opinion to an unqualified audit opinion;

* Umhlabuyalinga Municipality improved from a disclaimer audit opinion to an unqualified audit
opinion;

* Umkhayakude District Municipality improved from a disclaimer audit opinion to a qualified audit
opinion.

The remaining municipalities supported in the program maintained their unqualified audit opinions.

Specific financial management support in terms of asset register compilation and annual financial
statements have been provided to Endumeni Municipality and Umgeni Municipality, at the request of
these municipalities, which resulted in these municipalities maintaining their unqualified audit opinions.

A three day Accounting Standards Update workshop was further held during July 2013 for the 61
municipalities in the Province, which provided updates on the recent changes in accounting standards,
challenges in asset management with specific reference to infrastructure, as well as guidance on the
new Treasury AFS template, disclosure checklist and disclosure requirements for Unauthorised,
Fruitless and Wasteful, and Irregular Expenditure.

The impact of inadequate asset management on the audit report has still proved to be a significant
challenge for municipalities in the Province, and in order to develop a strategy to address, asset
management assessments were conducted in 5 municipal districts within the Province. The results of
these assessments have contributed to the development of an asset management strategy, which
focuses on institutionalizing asset management within municipalities to perform daily functions.

Analysis of constraints and measures planned to ove rcome them

The major constraint within the financial reporting unit is the lack of staff with appropriate experience in
order to provide the “on-the-ground” support that municipalities, departments and public entities require.
Internal officials allocated to municipal support have undergone a detailed two week training program on
the Accounting Standards as well as AFS preparation, which included practical implementation of
concepts as well as assessment driven. A similar training program is scheduled for officials whom
support Departments and Public Entities during February/March 2014.

Ongoing training of this nature will contribute in capacitating officials with the knowledge, and exposure
to the daily operations of the organisations that they support, shall assist officials in providing them with
the opportunity to implement the knowledge they have obtained, and further grow in terms of capability
and competency.

Description of planned quality improvement measures

e Regular hands-on engagement and support to provincial departments, public entities and
municipalities to strengthen the financial management and accounting processes.

e Collaboration with the relevant units within Provincial Treasury to obviate functional and operational
duplicities to provide support to departments and municipalities in real-time.

e Continued staff development and training programmes to develop and retain the requisite financial
management skills and expertise.




Strategic objective annual targets: 2014/15
Sub-programme: 3.4 Financial reporting
L Performance Audited / Actual performance Estimated Medium-term targets
Strategic objective N performance
Indicator 2010111 2011112 2012113 2013114 2014115 2015/16 201617
Consolidated AFS for Consolidated AFS Consolidated Consolidated Consolidated Consolidated
Provincial Consolidated for FY 10111 Compiled AFS AFS for FY AFS for FY AFS for FY 14/15 | AFS for FY 15/16
Departments and the AFS for FY tabled in for I-PY 112 12/13 tabled in 13/14 tabled in tabled in tabled in
To present fairly the | Provincial Revenue 09/10 legislature legislature by 30 | legislature by 30 legislature by 30 legislature by 30
consolidated Fund 9 November 2013 November 2014 November 2015 November 2016
financial position of Consolidated AFS for Consolidated AFS Consolidated Consolidated Consolidated Consolidated
the province Public Entities tabled Consolidated for FY 10/11 Compiled AFS AFS for FY AFS for FY AFS for FY 14/15 AFS for FY 15/16
in Legislature AFS for FY tabled in for I-PY 11112 12/13 tabled in 13/14 tabled in tabled in tabled in
09/10 legislature legislature by 28 | legislature by 30 legislature by 30 legislature by 30
9 February 2014 November 2014 November 2015 November 2016
Annual Financial
Revenue Fund Revenue Fund Revenue Fund Revenue Fund
Tofairly present the | Statements for the Revenue Fund | RevenueFund | RevenueFund | yco e in AFS tabled in AFS tabled in AFS tabled in
revenue fund of the Revenue Fund tabled AFS tabled in AFS tabled in AFS tabled in Legislature for Legislature for Legislature for FY | Legislature for FY
; in Legislature Legislature for Legislature for FY Legislature for
province integ By 0910 1011 By 1112 FY12/13by30 | FY 13/14 by 30 14/15 by 30 15/16 by 30
November 2013 November 2014 November 2015 November 2016
Summary of Summary of Summary of Audit | Summary of Audit
Audit Outcome Audit Outcome Outcome Outcome
Analysis on AG’s | Analysison AG’s | Analysis on AG’s Analysis on AG’s
audit Report for audit Report for audit Report for audit Report for
Provincial Provincial Provincial Provincial
departments and | departments and departments and departments and
Provincial Audit Summary of Summary of Audit Summary of public entities by | public entities by public entities by public entities by
Outcome Analysis for Audit Outcome 0 1y . it y 31 August 2013 31 August 2014 31 August 2015 31 August 2016
Municipalities, Analysis on utcome’ AnaIYSIS AUd't. utcomey
Departments and AG's audit on AG's audit Analys_ls on AG's
Public Entities Report Report audit Report Summary of Summary of Summary of Audit | Summary of Audit
Audit Outcome Audit Outcome Outcome Outcome
Analysison AG's | Analysison AG's | Analysis on AG’s Analysis on AG’s
audit Report for audit Report for audit Report for audit Report for
municipalities by | municipalities by municipalities by municipalities by
31 January 2014 | 31 January 2015 31 January 2016 31 January 2017
. - 1 AFS training 1 AFS training 1 AFS training 1 AFS training
! @Z?kgﬁgn;ng ! CVZ?kgﬁ?;ng 0 workshop by 31 workshop by 31 workshop by 31 workshop by 31
May 2013 March 2014 March 2015 March 2016
AFS Support and
Training to Provincial
Departments P S - S Pre-audit review Pre-audit review Pre-audit review Pre-audit review
re-aydlt review Pre-agdlt review Pre-aydlt review in16 in 16 in16 in 16
Depg]r:n?ents Deplz: rt1n?ents Depg]r:n?ents Departments by Departments by Departments by Departments by
31 May 2013 31 May 2014 31 May 2015 31 May 2016
To provide financial
management
support to Pre-audit Pre-audit Pre-audit review Pre-audit review in Pre-audit review in
departments, public readiness readiness in 12 public e e
entities and new new assessmentin 12 assessmentin 12 entities by 31 May 12 public enties by | 12 public entiies by
o - N MR 31May 2015 31 May 2016
municipalities Financial public entities public entities 2014
Management
Monitoring Support to
Public Entities 1 AFS training 1 AFS training 1 AFS training
new new new New workshop for 12 workshop for 12 workshop for 12
public entities by public entities by public entities by
31 March 2014 31 March 2015 31 March 2016
1 AFS training 1 AFS training 1 AFS training
workshop for 58 workshop for 58 workshop for 58
new new new New municipalities by municipalities by municipalities by
30 June 2014 30 June 2015 30 June 2016
Pre-audit Pre-audit Pre-audit Pre-audit
IICIIt Ilc‘llt IICIIt Ilc‘llt
Financial new new new reportin 15 reportin 10 reportin 15 report in 20
Management municipalities by | municipalities by municipalities by municipalities by
Monitoring Support to 30 August 2013 30 August 2014 30 August 2015 30 August 2016
Municipalities Progress reports | Progress reports Progress reports Progress reports
on on-site on intensive on- on intensive on- on intensive on-
financial site financial ite financial ite financial
management management site financia site financia
management management
new new new support to 15 support to 10 ito 15 subnort to 20
municipalities municipalities supportto pportto.
o o municipalities municipalities
within 10 days of | within 10 days of within 10 days of within 10 days of
every quarter every quarter every quarterend | every quarter end

end

end




Programme performance indicators and annual targets: 2014/15

Sub-programme: 3.4

Financial Reporting

Audited / Actual performance Estimated Medium-term targets
Performance indicators 2010111 201112 201213 "erzf(‘,’; Ay 201415 201516 201617
Consolidated Consolidated Consolidated
) - . Consolidated AFS AFS for FY AFS for FY
Consolidated AFS for Provincial | ¢\ igateq apg | CONSOlidated AFSfor | o yieq AR for | for FY 12113 tabled | 13/14 tabledin | 1415 tabledin | AFSforFY 15116
Departments and the Provincial FY 10/11 tabled in A ) . tabled in
for FY 09/10 ) FY 11/12 in legislature by 30 legislature by legislature by .
Revenue Fund legislature legislature by 30
November 2013 30 November 30 November November 2016
2014 2015
Consolidated Consolidated Consolidated
. Consolidated AFS AFS for FY AFS for FY
Consolidated AFS for Public Consolidated AFg | COnsolidated AFS for | et aAFS for | for FY 1213 tabled | 1314 tabledin | 14115 tabledin | AFSforFY 15116
o ) . FY 10/11 tabled in - } . tabled in
Entities tabled in Legislature for FY 09/10 . FY 11/12 in legislature by 28 legislature by legislature by .
legislature legislature by 30
February 2014 30 November 30 November November 2016
2014 2015
Revenue Fund Revenue Fund Revenue Fund
Annual Financial Statements for Revenue Fund AFS Revenue Fund AFS Revenue F“T‘d Revenye F“'.‘d AFS AFS tabled in AFS tabled in AFS tabled in
} . ) ; ) AFS tabled in tabled in Legislature Legislature for Legislature for )
the Revenue Fund tabled in tabled in Legislature | tabled in Legislature for . Legislature for FY
h Legislature for FY for FY 12/13 by 30 FY 13/14 by FY 14/15 by 30
Legislature for FY 09/10 FY 10/11 15/16 by 30
1112 November 2013 30 November November November 2016
2014 2015
Summary of Summary of
Audit Outcome | Audit Outcome
. Analysis on Analysis on Summary of Audit
Cs)ﬂ?;?rsg :;ngii AG's audit AG's audit Outcome
. A Report for Report for Analysis on AG’s
on AG'’s audit . . ;
. Provincial Provincial audit Report for
Report for Provincial g
departments departments Provincial
departments and " .
A and public and public departments and
public entities by 31 " - . "
) entities by 31 entities by 31 public entities by
- ) ) ) Summary of Audit August 2013
Provincial Audit Outcome Summary of Audit Summary of Audit Outcome August 2014 August 2015 31 August 2016
Analysis for Municipalities, Outcome Analysis Outcome Analysis on Analvsis on AG's
Departments and Public Entities on AG’s audit Report AG'’s audit Report VS )
audit Report Summary of Audit )
; Summary of Summary of Summary of Audit
Outcome Analysis . .
. 4 Audit Outcome | Audit Outcome Outcome
on AG's audit ] ] . ,
Report for Analysis on Analysis on Analysis on AG’s
ST AG's audit AG's audit audit Report for
municipalities by 31 R P R P icinalities b
January 2014 elpgrt for elpgrt for municipalities by
municipalities municipalities 31 January 2017
by 31 January by 31 January
2015 2016
- - 1 AFS training 1 AFS training 1 AFS training 1 AFS training
! @Z?k"ﬁgnmg ! @Z?k"ﬁgnmg 0 workshop by 31 May workshop by workshop by workshop by 31
shop shop 2013 31 March 2014 | 31 March 2015 March 2016
AFS Support and Training to Pre-audit Pre-audit Pre-audit review
Provincial Departments o PR Pre-audit review Pre-audit review in review in 16 review in 16 X
Pre-audit review in Pre-audit review in 16 . in16
16 Departments Depariments in16 16 Departments by Departments Departments Departments by
Departments 31 May 2013 by 31 May by 31 May 31 May 2016
2014 2015 Y
Pre-audit readiness Pre-audit readiness Prg-audlt review Prg-audlt review Pre-audit review in
new new assessment in 12 assessmentin 12 in 12 public in 12 public 12 public entities by
public enties public enties enties by 31 entifes by 31 31 May 2016
Financial Management May 2014 May 2015
Monitoring Support to Public 1 AFS training 1 AFS training .
Entities workshop for workshop for 1 AFS training
f . workshop for 12
new new new New 12 public 12 public A "
" ™ public entities by
entities by 31 entities by 31 31 March 2016
March 2014 March 2015
1 AFS training 1 AFS training
workshop for workshop for 1 AFS training
58 58 workshop for 58
new new new New e e SN
municipalities municipalities municipalities by
by 30 June by 30 June 30 June 2016
2014 2015
Pre-audit Pre-audit )
) Pre-audit
Pre-audit assessment assessment
assessment report report in 10 reportin 15 assessm ent
new new new . L A T reportin 20
Financial Management Il:] 15 n;\unlclpazllotl1es I;‘IUI‘]ICIApahtIeS ?ungﬁa"“es municipalities by
Monitoring Support to ¥ 30 August 2013 y 30 August y 30 August 30 August 2016
- 2014 2015
Municipalities
Progress Progress
P reports on reports on Progress reports
rogress reports on ’ ’ . - h .
PPN intensive on- intensive on- on intensive on-
on-site financial . ! e . .
site financial site financial site financial
management
new new new support to 15 management management management
L e support to 10 support to 15 support to 20
municipalities within e he e e
10 days of every n'llur]lclpalltles n'llur]lclpalltles mgnlclpalltles
within 10 days within 10 days within 10 days of
quarter end
of every of every every quarter end
quarter end quarter end




Quarterly targets: 2014/15

Sub-programme: 3.4

Financial Reporting

Programme performance indicators Reporting period Annual target 2014/15 Quarterly targets
Quarter 1 Quarter 2 Quarter 3 Quarter 4
Compile '
. ) Tabling of
Consolidated AFS for Provincial Departments Consol'ldateq AFS for FY 13/14 consohda{ed A Fs consolidated AFS
. Annually tabled in legislature by 30 November N/A for Provincial ) N/A
and the Provincial Revenue Fund for 13/14 FY in
2014 Departments and .
Legislature
Revenue Fund
. ) Tabling of
. S ) Consolidated AFS for FY 13/14 Compile .
Coqsolldated AFS for Public Enties tabled in Annually tabled in legislature by 30 November N/A consolidated AFS consolidated A.FS N/A
Legislature ’ L for 13/14 FY in
2014 for Public Entities ;
Legislature
Annual Financial Statements for the Revenue Fund AFS tabled in Compile Table Revenue
Revenue Fund tabled in Legislature Legislature for FY 13/14 by 30 Revenus Fund Fund Annual
Annually November 2014 N/A ) ) Financial N/A
Annual Financial .
Statements in
Statements .
Legislature
Summary of
Summary of Audit Outcome Analysis Audit Outcome
Annually on AG’s audit Report fpr Prgylnclal NA AnaIyI5|s'for NA NA
Provincial Audit Out Analvsis departments and public entities by Provincial
rovinclal Audit Yutcome Analysis for 31 August 2014 Departments and
Municipalities, Departments and Public Public Entities
Entities Summary of
Summary of Audit Outcome Analysis Audit Outrcyome
Annually on AG's audit Report for N/A N/A N/A :
I Analysis for
municipalities by 31 January 2015 Municioalit
unicipalities
Annually 1 AFS training workshop by 31 March NA NA NA 1 AFS training
- L 2014 Workshop
AFS Support and Training to Provincial Pro-audit review
Departments Annually Pre-audit review in 16 Departments in16 N/A N/A N/A
by 31 May 2014
Departments
Pre-audit review in 12 public entities by Pre-audit review in
_ . Annually 31 May 2014 12 public entites N/A N/A N/A
Financial Management Monitoring — —
Support to Public Entties 1 AES trallnlmg workshop for 12 1 AFS training
Annually public entities by 31 March 2014 N/A N/A N/A workshop for 12
public entities
1 AFS training workshop for 58 1 AFS training
Annually municipalities by 30 June 2014 workshop for 58 N/A N/A N/A
municipalities
Pre-audit
Pre-audit assessment report in 15 assessment
Annually I N/A . N/A N/A
Financial Management Monitoring municipalities by 30 August 2014 report n 10
Support to Municipalities municipalities
Progress reports Progress reports Progress reports Progress reports
Progress reports on intensive on-site on intensive on- on intensive on- on intensive on- on intensive on-
financial management support to 10 site financial site financial site financial site financial
Quarterly [
municipalities within 10 days of management management management management
every quarter end support to 10 support to 10 support to 10 support to 10
municipalities municipalities municipalities municipalities

3.5

Specified policies and priorities

Sub-programme: Norms and Standards

To facilitate performance-orientated financial management in departments, municipalities and entities as
envisaged in the PFMA and the MFMA.

The strategic objective is:

The strategic objective of Norms and Standards is to develop, facilitate implementation, and monitor
compliance with financial norms and standards in provincial departments, municipalities and entities to
enhance financial management.

Progress analysis

Gaps in the regulatory environment for KwaZulu-Natal municipalities, as they relate to the financial

management sphere, are identified largely via surveys conducted in municipalities.

The remedial

measures undertaken to address these deficiencies resulted in the successful provision of policy




assistance and development in five municipalities, namely Umvoti, Nquthu, Umuziwabantu, Mfolozi and
Ndwedwe. To facilitate a meaningful and fruitful development/review of policies, relevant personnel within
the municipalities were extensively consulted and participated in the customization of policies to better
meet the operational requirements. In addition, ad hoc assistance was provided to numerous
municipalities and entities upon request that are made during the period.

In pursuance of Presidential Outcome 12, the unit developed an MFMA System of Delegations template, in
conjunction with National Treasury, to ensure that municipalities have a complete and adequate
delegations framework in place for financial management. The template was successfully rolled-out to all
delegated municipalities in the Province. Ongoing assistance is being provided to municipalities in the
customisation and finalisation of the adoption of the template by municipalities and its subsequent approval
by the individual councils. In terms of the best management practice, financial delegations must be
reviewed annually or each time there is a change in the municipal structure that will result in either the
centralisation or decentralisation of functions. Norms and standards assisted 16 municipalities during the
review and assessment of their financial delegations as part of annual review exercise.

The unit reviewed 24 existing instruction notes as per the annually determined review schedule and
implemented various amendments in line with the revised Treasury Regulations. All proposed amendments
were consulted with Departments and proposals incorporated, where applicable, prior to implementation.

A compliance monitoring and evaluation exercise was undertaken to assess financial management
compliance within provincial departments, who were required to complete quarterly questionnaires and
provide reasons for any non-compliance for assessment purposes. The completed questionnaires were
analysed in terms of financial consequences and implications and compliance assessment reports issued
detailing all outcomes and providing recommendations to address identified weaknesses or non-
compliance. Departments were required to indicate deadlines by which remedial measures would be
instituted and follow-ups were conducted to address any outstanding compliance matters.

The unit was requested by National Treasury to assist in the review of the upgraded diagnostic compliance
tool, Financial Management Capability Maturity Model (FMCMM). The questions per module relating to
Governance, Financial Management, Reporting, Performance Management and Supply Chain
Management were analysed and input provided where applicable, and additional questions proposed for
inclusion in the various modules. The unit was furthermore requested to assist in developing foundation
level questions relating to the compliance tool in respect of delegations, bid committees, anti-corruption,
ethics and financial misconduct.

The unit facilitated the implementation of the new compliance model and identified two departments as part
of the pilot project prior to the nationwide roll-out of the financial model. Suggestions and recommendations
were put forward to National Treasury to address the various challenges experienced during the pilot
phase to ensure the seamless implementation of the model and to ensure the achievement of the desired
outcomes of financial management reform.

The provincial departments were assisted where required, to complete the model and to develop action
plans or interventions to remedy identified financial management weaknesses or regulatory gaps.

Analysis of constraints and measures planned to ove rcome them

Ad hoc work and projects particularly from an MFMA perspective are frequent and threatens to impact on
the unit’s ability to execute tasks in a timely and satisfactory manner. The unit will utilise the services of a
panel of service providers to augment its capacity requirements on an as and when required basis. An
evaluation of the functions and confirmation of its alignment to the unit's organizational structure may be
necessary in the future.




Description of planned quality improvement measures

In order to improve on services rendered, a more customer-focused approach will be put into action.
Customer feedback, for instance, will be of primary concern and will be obtained via feedback
guestionnaires. This will enable a better assessment of the impact being made as a result of the unit's
activities, whether customer requirements are being met and where improvements may be implemented.

Strategic objective annual targets: 2014/15

Sub-programmes: 3.5 Norms and Standards
Strategic objective Performance Audited/Actual performance Estimated Medium-term targets
Indicator performance
2010/11 2011112 2012113 2013114 2014/15 2015/16 2016/17
Develop. review No. of policies 14 practice notes
P. and instruction 22 practice notes reviewed for
and faciltate the notes reviewed for rovincial
implementation of L P 40 instruction 40 instruction 40 instruction 40 instruction
. . developed and provincial departments, 22 - .- - -
financial norms and ] ! notes and policies | notes and policies | notes and policies | notes and policies
X reviewed for 10 practice departments, 10 finance-related
standards in . . . - developed and/or | developed and/or | developed and/or developed and/or
departments, notes reviewed polices reviewed policies for . ) . :
departments, A A reviewed based reviewed based reviewed based reviewed based on
A municipalities and 7 developed municipalities and . . . .
municipalities and ) L L on needs analysis | on needs analysis | on needs analysis needs analysis
) and their for municipalities. 4 policies and 6
the respective "
" respective procedures for 2
entities s "
entities entities.
Compliance, No. of
monitoring and . All departments All departments All departments All departments
. departments o q q
evaluation of New New New i and i and i and assessed and
5 . assessed and ) ) " :
financial norms and . monitored monitored monitored monitored
monitored
standards
Programme performance indicators and annual targets: 2014/15
Sub-programme: 3.5 Norms and standards
Performance Audited / Actual performance Estimated Medium-term targets
indicator performance
2010/11 2011112 2012113 2013/14 2014115 2015/16 201617

No. of instruction
notes/policies
developed and

22 practice notes
reviewed for
provincial

14 practice notes
reviewed for
provincial
departments and

40 instruction
notes and policies

40 instruction
notes and policies

40 instruction notes and

40 instruction notes and

reviewed for 10 practice notes departments, 10 22 finance-related policies developed policies developed
: ) . - developed and/or developed and/or h )

departments, reviewed. polices reviewed policies for . . and/or reviewed based and/or reviewed based

o O reviewed based reviewed based ) .
municipalities and and 7 developed municipalities and ; ; on needs analysis on needs analysis

. . L L on needs analysis on needs analysis
their respective for municipalities. 4 policies and 6
entities. procedures for 2
entities.
No. of departments All departments All departments All departments
All departments

assessed and New New New assessed and assessed and . assessed and

. ) ) assessed and monitored .
monitored monitored monitored monitored
Quarterly targets: 2014/15
Sub-programme: 3.5 Norms and Standards

Programme performance Reporting Annual target Quarterly targets

indicators period 201415 Quarter 1 Quarter 2 Quarter 3 Quarter 4
No. of instruction notes/policies 40 instruction notes 6 instruction notes
developed and reviewed for and policies 6 instruction notes and | 6 instruction notes and - 6 instruction notes and 4
e Quarterly e . e . and 4 policies . .
departments, municipalities and developed and 4 policies reviewed 4 policies reviewed reviewed policies reviewed
their respective entities. reviewed
No. of departments assessed and All departments All departments All departments All departments All departments assessed
- Ot dep Quarterly assessed and assessed and assessed and assessed and and monitored
monitored . ) . )
monitored monitored monitored monitored

3.6 Sub-programme: Supporting and Inter-Linked Fin  ancial Systems

Specified policies and priorities

The purpose of the sub-programme is to source, implement and provide support for Financial Systems
to provincial departments and provide internal IT services to the KZN Treasury.




The strategic objective is:

To align ICT initiatives with the strategic direction of the department through the provision of IT
support, training of users and the acquisition and development of relevant information system
solutions as an enabler of business processes.

Progress analysis

The Treasury IT environment has been stable and secure with minimal disruption to business operations
due to IT related challenges. The Biometric Access Control System continues to provide an advanced
level of security for BAS and Persal. No systems related fraud has been reported since the deployment of
this system.

Treasury continues to improve its document and records management practices in line with legislative
requirements through the implementation of the Enterprise Content Management (ECM) system. The
leave application process has been automated with final testing in progress.

The Auditor General's Report on the IT general controls identified just two findings. This is indicative of
the strong controls that exist in the IT environment at Provincial Treasury.

Analysis of constraints and measures planned to ove rcome them

There is insufficient human resource capacity to support the Biometric Access Control system. A
proposal has been submitted for the creation of a dedicated unit to support transversal systems
including the Biometric system in the 2013-2014 financial year.

The procurement of IT goods and services through SITA continues to be a challenge with lengthy
delays in the tender process. This impact on the ability of the department to meet its business
requirements and performance targets. Treasury has been and continues to engage senior executives
of SITA to resolve these delays.

Description of planned quality improvement measures

A proposal for the creation of a dedicated unit to support the Biometric system has been submitted for
approval.

To ensure that IT goods and services are procured within acceptable time frames, Treasury follows its

own internal procurement process for critical IT services, in line with the relevant legislation and
regulations.

Strategic objective annual targets: 2014/15

Sub-programme: 3.6 Supporting and Interlinked Financial Systems
Strategic objective Strategic plan target Audited / Actual performance Estimated Medium-term targets
performance
2010111 2011112 2012113 2013/14 2014115 201516 201617
No. o{ pol(ljcy reviews 8 5 6 4 4 4 4
Develop, review, implement complete
and monitor dept. supporting No. of compliance
information technology enabler | reports completed ! R " 12 12 12 12
policies & procedures ; ;
No. qf information 8 12 6 8 8 8 3
sessions conducted
To ensure business continuity Mean Time to Resolve - . . 55 min per
through the management of the | Treasury 1 hr 23min 1hr 4min quarter 8 hr MTTR 8 hr MTTR 8 hr MTTR 8hr MTTR
IT network infrastructure, P ; work 99
desktop and LAN support and ercentage networl 99% 99% o per 99% 99% 99% 99%
network security Uptime ’ ’ quarter ’ ’ ’ 0
Provide technical supportfor | Mean Time fo Resolve — | 55 iy Bhrs3min 1hr53min 824N MTTR | 824hrMTTR | 824hrMTTR | 824 hrMTTR
transversal systems Transversal Systems




Programme performance indicators and annual targets: 2014/15

Sub-programme: 3.6

Supporting and Interlinked Financial Systems

Audited / Actual performance Estimated Medium-term targets
Performance indicators 2010111 201112 201213 ”erzfg; e 201415 201516 201617

No. of policy reviews completed 8 5 6 4 4 4 4

No. of compliance reports completed 7 14 1 12 12 12 12

No. of information sessions conducted 8 12 6 8 8 8 8

Mean time to resolve (MTTR) -Treasury 1 hr 23min 1hr 4min 523:;36‘ 8hr MTTR 8hr MTTR 8hr MTTR 8hrMTTR

Percentage network uptime 99% 99% Si‘fi:’gr{);r 99% 99% 99% 99%

Mean fime to resolve (transversal systems) 1 hr 23min hrs3min thrs3min | 824hrMTTR | 824 hr MTTR 824 hr MTTR 8-24 hr MTTR

Quarterly targets: 2014/15
Sub-programme: 3.6 Supporting and Interlinked Financial Systems
Programme performance Indicators Reporting Annual target Quarterly targets
period 2014015 Quarter 1 Quarter 2 Quarter 3 Quarter 4

No. of policy reviews completed Quarterly 4 1 1 1 1
No. of compliance reports completed Quarterly 12 3 3 3 3
No. of information sessions conducted Quarterly 8 2 2 2 2
Mean time to resolve (MTTR)-Treasury Quarterly 8 hours MTTR 8 hours MTTR 8 hours MTTR 8 hours MTTR 8 hours MTTR
Percentage network uptime Quarterly 99% 99% 99% 99% 99%
Mean time to resolve (transversal systems) Quarterly 8-24 hr MTTR 8-24 hr MTTR 8-24 hr MTTR 8-24 hr MTTR 8-24 hr MTTR




4. Programme 4: Internal Audit
4.1: Sub-programme: Assurance Services
4.2.1 Sub-programme: Risk Management
4.2.2 Sub-programme: Forensic Services
4.1 Sub-programme: Assurance Services

Specified policies and priorities

The Internal Audit Unit provides a legislated shared internal audit function which covers an independent
objective assurance and consulting services on issues of internal controls, risk management and
governance as provided in the PFMA and aligns its services to the Standards for the Professional
Practice of Internal Auditing (ISPPIA) and the principles in the King Report on Governance. Its scope is
comprehensively defined in Chapter 3 of Treasury Regulations. These services are further legislated
through the Provincial Internal Audit Act, No. 2 of 2001, the Provincial Internal Audit Charter and the
Provincial Audit & Risk Committee Charter.

The strategic objectives are:

To provide departments and public entities with the following:

»  An efficient, effective and economical assurance service.
. Build and maintain solid client relationships through providing value added service.
. Enhance capacity within and outside the unit.

Progress analysis

The Assurance Services sub-programme continued to make great strides to improve its effectiveness and
efficiencies by providing an effective shared internal audit function to the 15 provincial departments and 8
public entities it supports. The component prepared Annual Operational Plans and 3 year Strategic risk
based internal audit plans in close consultation with Accounting Officers to ensure that services were
value adding. These plans were discussed with the Auditor General and approved for implementation by
the Provincial Audit & Risk Committee (PARC).

The sub-programmes achievements against these operational plans were monitored on a quarterly basis
by the PARC and any deviations thereto were agreed with Accounting Officers and approved by the Audit
& Risk Committee. Great efforts were made to efficiently utilize the limited resources in the Unit to ensure
that the mandate of the unit was met.

With the continued focus on “Clean Audits” the Assurance Services component continued to work closely
with the Audit & Risk Committees and the Office of the AG together with client management. Follow
upreviews on the implementation of actions to address findings of the AG and the Audit & Risk
Committee monitored the Audit Improvement Strategies of departments were conducted. Reviews of the
Annual Financial Statements were conducted on behalf of the Provincial Audit & Risk Committee and
Departments formally presented their Annual Financial Statements to the Committee for evaluation prior
to submission to the AG.

The Provincial Audit & Risk Committee together with the 3 cluster sub-committeesprovided an effective
oversight function and provided guidance to Departments as part of good governance processes. The
committees worked with the Auditor General, and reported significant issues to the relevant executing
authorities in a timely manner and followed up on outstanding issues with Accounting Officers on a
regular basis to ensure that key risk exposures were addressed promptly.




The unit also continued to roll out performance audits that focus on value for money and other service
deliver issues and identified critical projects and programmes within the province that cut across various
stakeholders. The performance audits have been well received by accounting officers as they have
focused on core service delivery functions.

The component invested in certain training initiatives, specifically focusing on specialised areas as part of
its development plan for staff. Both formal external training as well as internal workshops were attended
to ensure staff are continuously developed in the internal audit profession.

Analysis of constraints and measures planned to ove rcome them

The Assurance Services component continues to deal with limited resources in the unit. The shortage
was due to the demand for the specialised skills of internal auditors that contributed to a high staff
turnover in the unit. The required skills level of current staff also required continuous training and
mentoring to ensure quality delivery of audits. This had an impact on the optimal and efficient
achievement of the sub-programme’s objectives.

The slow response by certain clients to internal audits efforts also adversely affects the achievements of
the unit's service delivery targets. The non-availability of client management and non-provision of all
requested information to execute audits as planned impedes the effectiveness and efficiency of the
Internal Audit Unit. The delay in providing management actions and client managements’ inability to take
meaningful actions on issues raised by the unit results in continued risk exposures to departments, as
well as in them not benefiting from the value services of Internal Audit. The prompt implementation of
agreed action plans by client departments will assist them in addressing control deficiencies, and thereby
significantly improving the audit results of the Auditor-General.

The following measures have been planned to address these constraints:

e The use of co-sourced services assists the Unit in obtaining additional resources were staff
constraints are encountered. The Internal Audit Technicians (IAT) programme was also aimed at
sustaining staff as it is designed to contractually retain staff for a period of time.

*  The current components focusing on financial reporting and key financial controls will continue to be
expanded and capacitated to assist departments mitigate risks within these areas.

*  The unit continues to engage with client management to enhance relationships. The introduction of
the Cluster Audit and Risk Committees as sub-committees of the Provincial Audit and Risk
Committee has improved on its effectiveness and focuses on cluster specific issues. These
committees engage with departmental management on a periodic basis, which has facilitated in
improved relationships with clients and enhanced accountability.

*  The Assurance services component together with the Cluster Audit & Risk Committees will continue
to perform regular follow ups with Accounting Officers on the implementation of action plans both on
Internal Audit and AG findings.

. The unit as well as members of the Provincial Audit and Risk Committee continues to attend Audit
Steering Committee meetings with client departments and the Auditor-General.

*  The Unit attends strategic planning sessions, MTEC hearings and MANCO meetings of departments.

Description of planned quality improvement measures

The Assurances Services component continues to implement its Quality Improvement Programme (QIP)
which is reviewed continuously to ensure a more focused position on quality excellence. The aim of QIP
is to improve on our service offering to our clients and is a requirement of the ISSPIA. The QIP includes
the following:




A.  Effectiveness of the Internal Audit Function

. Peer reviews of internal audit project.

. Independent External Quality Assurance Reviews.

¢ An assessment of the effectiveness of the Provincial Audit and Risk Committee.
¢« Anassessment of the effectiveness of the functioning of the Internal Audit Unit.

¢ Compliance with all prescripts governing the functioning of the unit with special emphasis on the
International Standards for the Professional Practice of Internal Auditing.

B. Professional Skills Development

The following interventions have been initiated and continue to be implemented to enhance staff skills
and development which impacts on the quality of internal audit services rendered:

. IAT programme.

»  Training programmes for specialised audit services.

Skills transfer programmes by consultants.

. Completion of Quality Performance Improvement Plans.

Monthly Internal Technical Workshops.
C. Re-alignment of Internal Audit Function

The internal audit function and the Audit & Risk Committee has been aligned to the government clusters,
which is aimed at enhancing the effectiveness of reporting and improve on the quality of decision making
relevant to each cluster.

D. Maintain a Solid Client Focus And Increase the U  nits Visibility

The unit is visible in the provincial departments and will continue to identify and implement strategies that
will increase its visibility throughout the provincial government, including other agencies supporting
provincial departments and local government. This will be achieved mainly at management levels and at
the Audit and Risk Committee level, where such visibility has not been satisfactory, as well as through
municipal support programmes.

The component will also continue to invest time in meeting with the clients to gain an understanding of
progress made in implementing the recommendations and resolutions of the unit and the Audit and Risk
Committee, as well as gaining an understanding of the needs of the clients that the unit.

Strategic objective annual targets: 2014/15

Sub-programme: 4.1 Assurance Services
Strategic Performance Indicator Audited / Actual performance Estimated Medium-term targets
objective performance
2010/11 2011112 2012113 2013/14 2014/115 2015/16 2016117

Internal Audit operational plan and a

rolling three-year strategic plan 0 20 16 2 23 23 2
) Annual Audit & Risk Committee report on
An efﬁment, clients’ areas of risk management,
effective and governance and internal control New New 1 1 1 1 1
economical submitted to MEC: Finance
assurance __
service Internal Audit risk based and follow up
audits conducted, including financial, IT, 177 179 135 210 160 160 160
performance and governance audits
Audits on predetermined objectives 19 21 20 21 23 23 23
Buid& Cluster Audit & Risk Committee
maintain client | meetings with clients 50 63 60 60 64 64 64

relationships




Enhance Training and development programme 14 1 13 16 16 16 16

capacity within
and outside the | Internal and/ independent external QAR
unit report 2 1 4 2 2 2 2

Programme performance indicators and annual targets: 2014/15

Sub-programme: 4.1 Assurance Services
Performance indicators Audited / Actual performance Estimated Medium-term targets
performance
2010111 2011112 2012113 2013114 2014/15 2015/16 2016/17

No. of IA Annual operational plans and a

rolling three year strategic plan 0 20 16 21 23 23 23
developed and approved

Annual Audit & Risk Committee report
on clients’ areas of risk management,
governance and internal control New New 1 1 1 1 1
submitted to MEC: Finance

No. of risk based audit reports including
follow up audit reports and reports on
financial, IT, performance and 1 179 135 210 160 160 160

governance audits.

No. of audit reports on predetermined
objectives. 19 21 20 21 23 23 23

No. of meetings held between clients
and the Cluster Audit & Risk Committee 50 63 60 60 64 64 64

No. of training and development
programmes attended 14 1 13 16 16 16 16

No. of internal and/ independent external
quality assurance reviews conducted 2 1 4 2 2 2 2

Quarterly targets: 2014/15

Sub-programme: 4.1 Assurance Services

Programme performance indicators Reporting Annual target Quarterly targets
period 2014115

Quarter 1 Quarter 2 Quarter 3 Quarter 4

No. of IA Annual operational plans and a rolling three
year strategic plan developed and approved Annually 23 23 - - -

Annual Audit & Risk Committee report on clients’ areas
of risk management, governance and internal control Annually 1 1
submitted to MEC: Finance

No. of risk based audit reports including follow up audit
reports and reports on financial, IT, performance and Quarterly 160 40 40 40 40
governance audits.

No. of audit reports on predetermined objectives. Annual 23 - 4 13 6
No. of meetings held between clients and the Cluster

Audit & Risk Committee Quarterly 64 16 16 16 16
No. of training and development programmes attended Quarterly 16 4 4 4 4

No. of internal and/ independent external quality
assurance reviews conducted Half-yearly 2 1 - 1

4.2.1 Sub-programme: Risk Management

Specified policies and priorities

The PFMA and the MFMA requires provincial government departments, public entities and
municipalities to establish a system of risk management and internal control, and to ensure that risk
assessments are conducted regularly to identify emerging risks of these institutions. Although it is
clear that the management of risks within the above-mentioned institutions is the responsibilities of
their top management, it is also acknowledged that the concept of risk management is still new.

In light of the above, and as a result of the obligations placed on us by the PFMA and the MFMA, the
Internal Audit Unit of the Provincial Treasury has established a dedicated sub-programme, called Risk




Management and Advisory Services, to assist the above-mentioned institutions to comply with the
required risk management sections of the PFMA and the MFMA and also to assist with building
capacity within these institutions.

The strategic objective is:

To promote good governance through assisting provincial departments, public entities and
municipalities with risk assessments and risk management capacity building exercises.

Progress analysis

To date we have achieved the following with regard to risk management:

* We have assisted all 15 provincial departments plus Legislature with the consolidation and
streamlining of various risk assessments into one risk register per each department, and thus
creating one reference point for risks for each department.

* We have rolled out the KZN Municipal Risk Management Framework to all delegated
municipalities.

*  With limited resources at our disposal, the Unit also assisted the selected few public entities, and
all delegated municipalities in the province with facilitation of risk assessment workshops.

. Lastly, the unit has also started handing-over risk management responsibilities to provincial
departments. In terms of this arrangement, provincial departments are expected to employ their
own risk management officials to run with the risk management process on their own, whilst the
Unit will be focusing on monitoring the effectiveness of the risk process, benchmarking and co-
ordination of relevant training and best practices in risk management.

Analysis of constraints and measures planned to ove rcome them

We have been supporting the various institutions over the past 6 years. As part of the initiatives
undertaken in order to assist these institutions in various aspects of risk management, we still find
ourselves with the following constraints viz:

e There are still low levels of risk management maturity,

*  There are indications of the lack of willingness by these institutions to take their risk management
responsibilities seriously,

e Capacity in terms of skills and human resources.

In order to try and alleviate the above, the unit has:

*  Begun with the process of handing-over of risk registers/profiles to the provincial departments.
Most of the provincial departments have already appointed risk managers who will assist their
respective departments with future maintenance of these risk registers/profiles.

e« Conducted a Risk Maturity Gap Analysis to identify critical areas of supported needed by
provincial departments. These aspects are being addressed via training, guidance on preparation
of risk policies, risk management committee terms of reference, and setting up of risk
management structures g. risk committees.

e Conducted the ERM Framework compliance review for all municipalities to ensure compliance to
the Framework.




. Monitored and continues to monitor the implementation of risk mitigation action plans identified
during the risk assessment workshops. This assists us in determining management’s
attitude/seriousness to embedding the risk management culture.

Description of planned quality improvement measures

Our Plans are as outlined in the table below:
NR INSTITUTION PLANNED INITIATIVES

1. Provincial Departments - Finalize the hand-over of risk registers to all provincial departments.

- Regularly provide risk management training to risk managers and members of the Departmental
Risk Management Committees.

- Roll-out Cura Risk Management Information System to all provincial departments.
- Develop the capacity building program.

- Conduct research and benchmarking exercises on risk management, and provide customised
advice to provincial departments.
2. Municipalities - Continue to assist municipalities with risk assessments.

- Assist each municipality with streamlining and consolidation of various risk assessments into one
risk register.

- Monitoring the implementation of the agreed risk mitigation plans.
- Continue to conduct the ERM Framework compliance review.

- Finalise the roll-out and the customisation of the Municipal Risk Management Framework to all
municipalities.
3. Public Entities - Continue to support/assist some of the public entities with risk assessments.

- Conduct Risk Maturity Gap Analysis in all provincial public entities.

Strategic objective annual targets: 2014/15
Sub-programme: 4.2.1 Risk Management

Strategic Performance Indicator Audited / Actual performance Estimated Medium-term targets

objective performance
2010111 2011112 2012113 2013/14 2014/15 2015/16 201617

Consolidated Risk Assessments facilitated
for municipalities 68 53 44 30 30 30 30

Updated risk assessments for departments

and public entities New 28 20 22 22 22 22

Follow-up on implementation of risk
mitigation and risk maturity improvement
plans for each municipality (twice a year)
and each department (quarterly)

New 28 60 30 120 120 130

Consolidated Provincial Risk profile
developed

. Conduct risk maturity gap analysis and
An efficient, develop action plans for provincial

effective and departments and public entities.
economical

assurance This will include assisting public entities
service with the review of internal audit functions, New 30

" . : p 16 15 25 25 25
audit committees, OHS practices, business
continuity, IT Governance Frameworks
and Fraud Prevention Strategies for
provincial departments and public entities.

Conduct ERM compliance and risk
maturity reviews and assisting
municipalities with addressing identified
weaknesses.

The above will include review of internal New

audit functions, audit committees, OHS New i %0 %0 % %
practices, business continuity, IT
Governance Frameworks and fraud
prevention strategies for municipalities.




Audit Committee quarterly reports on the
clients’ areas of risk management/ risk 4 6 60 4 60 60 60
governance

Training/raising awareness on governance
and risk management

Programme performance indicators and annual targets: 2014/15

Sub-programme: 4.2.1 Risk Management

Performance indicators

Aud

ited / Actual performance

2010111

2011112

2012113

Estimated
performance
2013/14

Medium-term targets

2014115

201516

201617

Consolidated Risk Assessments facilitated
for municipalities

68

53

44

30

30

30

30

Updated risk assessments for departments
and public entities

New

28

20

22

22

22

22

Follow-up on implementation of risk
mitigation and risk maturity improvement
plans for each municipality (twice a year)
and each department (quarterly)

New

28

60

30

120

120

130

Consolidated Provincial Risk profile
developed

Conduct risk maturity gap analysis and
develop action plans for provincial
departments and public entities.

This will include assisting public entities
with the review of internal audit functions,
audit committees, OHS practices, business
continuity, IT Governance Frameworks
and Fraud Prevention Strategies for
provincial departments and public entities.

New

30

25

25

25

Conduct ERM compliance and risk
maturity reviews and assisting
municipalities with addressing identified
weaknesses.

The above will include review of internal
audit functions, audit committees, OHS
practices, business continuity, IT
Governance Frameworks and fraud
prevention strategies for municipalities.

New

New

3

30

30

35

35

Audit Committee quarterly reports on the
clients’ areas of risk management/ risk
governance

60

60

60

60

Training/raising awareness on governance
and risk management

10

21

29

Quarterly targets: 2014/15

Sub-programme: 4.2.1

Risk Management

Programme performance indicators

Reporting
period

Annual target
2014/15

Quarterly targets

Quarter 1

Quarter 2

Quarter 3

Quarter 4

Consolidated Risk Assessments facilitated for municipalities

Quarterly

30

10

Updated risk assessments for departments and public entities

Quarterly

22

Follow-up on implementation of risk mitigation and risk maturity
improvement plans for each municipality (twice a year) and each

department (quarterly)

Quarterly

120

45

45

Consolidated Provincial Risk profile developed

Quarterly

Conduct risk maturity gap analysis and develop action plans for

provincial departments and public entities.

This will include assisting public entities with the review of internal
audit functions, audit committees, OHS practices, business

Quarterly

25




continuity, IT Governance Frameworks and Fraud Prevention
Strategies for provincial departments and public entities.

Conduct ERM compliance and risk maturity reviews and assisting
municipalities with addressing identified weaknesses. Quarterly

The above will include review of internal audit functions, audit 30 5 10 10 5
committees, OHS practices, business continuity, IT Governance
Frameworks and fraud prevention strategies for municipalities.

Audit Committee quarterly reports on the clients’ areas of risk

management/ risk governance Quarterly 60 15 15 15 15

Training/raising awareness on governance and risk management Quarterly 10 5 3 2 0

4.2.2 Sub-programme: Forensic Services
Specified policies and priorities

The PFMA and the MFAMA require accounting officers to ensure that investigations are conducted
against officials that are alleged to have committed financial misconducts.

KZN Treasury, through its Internal Audit Unit, has a dedicated component that assists departments to
comply with the above-mentioned requirement. In addition, the Internal Audit also uses other sources of
information to initiate investigations, these sources include:

* Internal and external (AG) audit findings/reports.
¢ Request by MECs/Cabinet.
¢ Anonymous tip-offs.

¢ Request by the Audit Committee.

The strategic objective is:

Promote a culture of zero tolerance for fraud and corruption in the province.

Analysis of constraints and measures planned to ove rcome them

The following represent some of the key challenges being faced by the unit with regard to forensic
investigations:

¢ Limited funding and resources for forensic investigations.

¢ Inadequate co-ordination with other law enforcement agencies in successfully prosecuting some of
our cases.

¢ Provincial departments not providing us with information on cases that have not been referred to us.
The Provincial Audit and Risk Committee has instructed provincial departments to share their
forensic investigation reports with the committee and the Unit.

Description of planned quality improvement measures

To improve on our challenges, the unit is undertaking the following:

e The Forensic Investigation Division is currently being restructured to accommodate for the hire of a
General Manager and further two Managers to be placed in the division. It is envisaged that the
Forensic Investigation Division will be a standalone division. There is a three-year plan to hire
further resources within the division so that the division becomes a fully-fledged, efficient and
functional.




. Meetings are held, and will continue to be held with law enforcement agencies and relationships
have been forged and will be maintained to ensure co-operation.

Strategic objective annual targets: 2014/15

Sub-programme: 4.2.2 Forensic Audit
Strategic objective Performance Indicator Audited / Actual Performance Estimated Medium-term targets
performance
201011 201112 2012113 2013114 2014/15 2015/16 2016/17

Number of reviews on the
status of fraud
management in the 13 11 27 16 20 20 20
departments, public entities
and municipalities.

No. of Forensic Audits

To promote aculture | performed and i
of zero tolerance for Investlgatlons as per clients 38 20 23 25 25 30 30
fraud and corruption requests and referrals from

the Assurance team
Updated register of
forensic investigations — New New 2 4 4 4 4
MEC Report

Number of follow ups on
completed investigations

29 22 34 16 30 30 30

Programme performance indicators and annual targets: 2014/15

Sub-programme: 4.2.2 Forensic Audit
Performance indicator Audited / Actual performance Estimated Medium-term targets
performance
2010111 2011112 2012113 2013/14 2014115 201516 2016117
Number of reviews on the status of
fraudmanagement in the departments, public
entities and municipalities. 13 " 27 16 Y 20 20
No. of Forensic Audits performed and
investigations as per clients requests and 38 20 23 25 25 30 30
referrals from the Assurance team
Updated register of forensic investigations —
MEC Report New New 2 4 4 4 4
Number of follow ups on completed
investigations 28 22 34 16 30 30 30
Quarterly targets: 2014/15
Sub-programme: 4.2.2 Forensic Audit
- Reporting Annual target Quarterly targets
Programme performance indicators iod
perio 201415 Quarter 1 Quarter 2 Quarter 3 Quarter 4

Number of reviews on the status of fraud Quarterl
management in the departments, public Y 20 0 8 8 4
entities and municipalities.
No. of Forensic Audits performed and Quarterl
investigations as per clients requests and Y 25 3 8 8 6
referrals from the Assurance team
Updated register of forensic investigations — Quarterly 4 1 1 1 1
MEC Report
_Numb‘er qf follow ups on completed Quarterly 30 5 10 10 5
investigations

4.3  Reconciliation of budget with plan

Summary of payments and estimates - Programme 4: Internal Audit

Audited Outcome Ma":‘ . Ad]usfec! Re\.llsed Medium-term Estimates
Appropriation  Appropriation Estimate
R thousand 201011 201112 2012113 2013/14 2014/15 2015/16 2016/17
1. Assurance Services 38917 40738 54 050 57 633 57 548 53 360 69 885 69 989 65 275
2. Risk Management 42108 34 431 39104 48 446 52008 50 451 59 864 61569 56 408
Total 81025 75169 93 154 106 079 109 556 103 811 129 749 131 558 121 683




Summary of payments and estimates by economic classification - Programme 4: Internal Audit

R thousand

Audited Outcome

Main
Appropriation

Adjusted
Appropriation

Revised
Estimate

Medium-term Estimates

201011

201112 201213

2013/14

2014/15

2015/16 2016/17

Current payments
Compensation of employees
Goods and services
Interest and rent on land
Transfers and subsidies to:
Provinces and municipalities
Departmental agencies and accounts
Higher education institutions
Foreign governments and international organisations
Public corporations and private enterprises
Non-profit institutions
Households
Payments for capital assets
Buildings and other fixed structures
Machinery and equipment
Heritage assets
Specialised military assets
Biological assets
Land and sub-soil assets
Software and other intangible assets
Payments for financial assets

80474

74 671 92760

105 229

108 729

102 984

128 939

130 678 120733

33354
47120

35167
39 504

46 283
46 477

60 898
44 331

56 898
51831

51153
51831

63037
65902

67 813
62 865

72902
47 831

225

29

97

97

225

323

485 352

850

880 950

323

485 352

850

880 950

3

13 13

Total

81025

75169

106 079

109 556

103 811

131 558 121683




Programme 5: Growth and Development
5.1 Other Developmental Initiatives

The strategic objective is:
To mainly provide for special infrastructure projects and strategic cabinet initiatives as approved by a

special sub-committee. The majority of these funds are transferred during the year to the responsible
department through the Adjustment Estimates. The only measurable objective is budget communication.

Strategic objective annual targets: 2014/15

Sub-programme: 5.1 Other Developmental Initiatives
Strategic objective Performance Audited / Actual Performance Estimated Medium-term targets
Indicator performance
2010/11 201112 2012113 2013114 2014/15 2015/16 2016/17

To provide for specific
departmental approved events
and initiatives not catered for in
any other programme that will
provide development for the
province.

No. of events

coordinated 8 21 9 5 5 5 5
successfully

Programme performance indicators and annual targets: 2014/15

Sub-programme: 5.1 Other Developmental Initiatives
Audited / Actual Performance Estimated Medium-term targets
Performance indicators performance
201011 201112 2012113 2013114 2014/15 2015/16 2016/17
No. of events coordinated successfully 8 21 9 5 5 5 5

Quarterly targets: 2014/15

Sub-programme: 5.1 Other Developmental Initiatives
Programme performance indicators Reporting period Annual target Quarterly targets
208 Quarter 1 Quarter 2 Quarter 3 Quarter 4
No. of events co-ordinated successfully Quarterly 5 1 0 1 3

5.2 Reconciliation of budget with plan

Summary of payments and estimates - Programme 5: Growth and Development

Audited Outcome Ma".' . Adjusfec! Re\.nsed Medium-term Estimates
Appropriation  Appropriation Estimate
R thousand 2010/11 201112 2012113 2013114 2014/15 2015/16 2016/17
1. Budget Communication 3190 6457 6032 7464 7464 7464 7810 8097 8526
2. Special Infrastructure Projects 5436 31264 30285 20677 39754 39754 13 500 10 062 -
3. Strategic Cabinet Initiatives - - - 40 000 - - 150 000 100 000 100 000
4. Air Shows/ Special Projects 16010 - 2000 65 000 12 627 12 627 15000 8000 6000
Total 24 636 37721 38 317 133 141 59 845 59 845 186 310 126 159 114 526




Summary of payments and estimates by economic classification - Programme 5: Growth and Development

Main Adjusted Revised

Audited Outcome Appropriation  Appropriation Estimate

Medium-term Estimates

R thousand 201011 201112 2012113 2013/14 201415 2015/16 2016/17
Current payments 8422 6457 10 305 112 464 20091 20091 172810 116 097 114 526

Compensation of employees - -
Goods and services 8422 6457 10 305 112 464 20091 20091 172810 116 097 114 526
Interest and rent on land -

Transfers and subsidies to: 15 664 31264 28012 20 677 39754 39754 13 500 10 062 -

Provinces and municipalities 15664 31264 28012 20677 39754 39754 13 500 10 062 -
Departmental agencies and accounts -
Higher education institutions - - - - - - - - -
Foreign governments and international organisations - - - - - - - - -
Public corporations and private enterprises - - - - - - - - -
Non-profit institutions - - - - - - - - -
Households - - - - - - - R R
Payments for capital assets - - - - - - - - -
Buildings and other fixed structures - - - - - - - - -
Machinery and equipment - - - - - - - - -
Heritage assets - - - - - - - - -
Specialised military assets - - - - - - - R R
Biological assets - - - - - - - - -
Land and sub-soil assets - - - - - - - R R
Software and other intangible assets - - - - - - - - -
Payments for financial assets 550 - - - - - - . R
Total 24 636 37721 38 317 133141 59 845 59 845 186 310 126 159 114 526

PART C: LINKS TO OTHER PLANS

KwaZulu-Natal Provincial Treasury as a department does not have long term infrastructure or capital plans but it
assist other departments by providing support in planning for infrastructure, monitoring and evaluation of the
programmes.
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