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estimates for 2016/17 amounted to R1,029 bilion and this was adjusted upward to R1,072 billion during
the adjustment budget process. The province managed to collect 97,2 percent of the adjusted
estimate target. The adjusted estimate could however not be achieved due to outstanding patients’
fees from the Ministry of Health in Lesotho and the planned game auction that did not take place.

Compensation of employees is a major cost driver in the province. In addition to other measures that
have been implemented to manage the wage bill, the Department conducted physical verification of
employees (headcounts) in departments to verify the existence of officials appointed on the PERSAL
system. In total 54 597 officials in 7 departments were verified. Only 7 officials could not be verified
and the relevant department is currently in the process of taking further action.

To strengthen supply chain management in the province, the deparfment conducted eight (8) SCM
fraining sessions and four (4) SCM forums. With the infroduction of the 2017 Preferential Procurement
Regulations, the Department conducted an awareness campaign in all five districts in the province to
create awareness amongst Free State suppliers of the changes to the Regulations and how it will affect
them.

In order to strengthen the role that government procurement plays in the empowerment of SMMEs,
Provincial Treasury continued to provide support to provincial departments to ensure that suppliers’
concerns are addressed in regard to late payment or non-payment of invoices older than 30 days.
Monthly consultations takes place between Provincial Treasury and provincial departments fo ensure
the credibility of information submitted in the 30-day payment reports. The Department furthermore
supported suppliers to register on the Cenftralised Supplier Database (CSD) to ensure that Free State
based suppliers can be considered for government procurement.

To strengthen asset management in the province, ten (10) Physical Asset Management forums were
held during 2016/17 and one (1) training session with the departments and entities. Departments were
also assisted to improve their reporting on assets through the assessment of Interim Financial Statements
as well as monitoring of Audit Action Implementation Plans on assefts.

Provincial Treasury is also responsible for promoting and improving risk management and internal audit
practices in the province and assess compliance of departments and entities on the set of key
performance indicators. The target for 2016/17 was for nine (?) departments to achieve a 90%
compliance level with relevant key performance indicators (Risk Management Units, Risk Management
Committees, Fraud Risk Management, Infernal Audit Activities and Audit Committees) and the
department’s performance for 2016/17 exceeded the expectations with scores ranging from 94% to
97% on some of the KPIs.

The annual municipal risk management and internal audit forum was held in partnership with Provincial
AGSA, COGTA and SALGA to capacitate the municipalities in terms of risk management and internal
audit issues. Four (4) district forums were also held for municipal risk officers and internal auditors to
share good practices and strategic documents and templates to assist the officials o prepare for the
new municipal financial year.

The Department strived to promote and improve financial governance and management. At local
government level the Department provided a continuous hands-on support and advice fo all 23
delegated municipalities. There has also been improvement in submission of draft AFS fo municipal
infernal auditors and audit committees from 70% in 2014/15 to 78% in 2015/16. SCM officials, bid
committee members, Section 32 committee members and internal auditors were also trained on
iregular, unauthorised and wasteful expenditure and SCM toolkit. There has been significant
improvement in the audit outcomes of municipalities for the 2015/16 financial year.

Provincially, the Department implemented an additional assessment of the draft annual financial
statements for 2015/16. This resulted in 95% of the findings the Department initially raised for
departments being resolved before the statements were submitted for auditing. Ninety nine per cent
(99%) of the findings raised for entities were resolved.
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The Department uses the Key Control Matrix to assess the compliance of all provincial departments
and entities with the PFMA on a monthly and quarterly basis.  Assessment results, with
recommendations, are provided to Accounting Officers, highlighting areas that require intervention,
disciplines that improved or regressed as well as the reasons for regression and irregular expenditure.

Provincial Treasury has been working with departments, municipalities and entities to ensure that we
instil prudent financial management and good governance in the province. We are confident that
our collective efforts will yield positive results.

This Annual Report is in relation to the goals, objectives and targets that were set in the Annual

Performance Plan. Overall the Department achieved 95% of the targets that were set for the 2016/17
financial year. A detailed report is included in Part B of this report.

Overview of the financial resulis of the department

Departmental receipts

2016/2017 2015/2016

Estimate Actual (Over)/Under Actual (Over)/Under
Departmental receipts Amount Collection Amount Collection
Collected Collected

| vmo|  ww|  wow  wow  wom  wow

Tax Receipts -

Sale of goods and 119 134 (15) 115 119 (4)
services other than

capital assets

Interest, dividends and 20 202 23745 (3 543) 11042 17 851 (6 809)
rent on land

Sale of capital assets - - = - - ;

Financial fransactions 119 229 (110) 116 87 29
in assets and liabilities

Provincial Treasury is not a service delivery department and therefore does not charge any tariffs. The
largest portion of revenue collected is in respect of interest earned on investments done by the
Provincial Revenue Fund.

Since mid-2016/17 financial year the Provincial Revenue Fund limited disbursement runs to once every
two weeks, which allowed longer periods for investments with higher interest rafes that could be
obtained. The Department therefore generated more revenue than planned.
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Programme Expenditure

The table below provides a summary of the actual expenditure in comparison to the adjusted appropriation
for 2015/16 and 2016/17 at programme level.

2016/2017 2015/2016

Programme Actual (Over)/ Final Actual (Over)/Under
Name Appropriation| Expenditure Under Appropriation | Expenditure Expenditure
Expenditure
I ) B ) B B ) B )
Administration 94 420 90073 4 347 92825 90 186 2 639
Sustainable 42160 41 614 546 34106 32 540 1566

Resource

Management

Asset and 106 579 98 391 8188 103 214 102 245 969
Liability

Management

Financial 27 747 21 807 5940 21 036 19 974 1062
Governance

Municipal 65311 64 479 832 57 924 55228 2 696
Finance

Management

Administration

The under expenditure in this programme was as a result of slow spending on the allocated earmarked
funds for the collection of ex-employee debt due to it being commission based and collection was
slow. Furthermore, telephone accounts were not received from the Department of the Premier
because of a challenge they had with their system. Since October 2016 no telephone accounts were
received.

The setting of final dates with suppliers for training remained a challenge and therefore the
commitments with regard to fraining could not be fully spent.

Sustainable Resource Management
The underspending in this programme was mainly because of lower spending on fravel and subsistence

following the implementation of cost containment measures in the province.

Asset and Liability Management

The non-finalization of the cenfralized supplier database project which will only be finalized in the
2017/18 financial year confributed to the saving in this programme. Furthermore, the non-delivery of
servers for the fransversal IT server room due to it being ordered from outside the province.
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Financial Governance

The saving in this programme was due to earmarked funding which could not be spent in the
financial year. R3 million relating to the provincial intfervention programme and R2,5 million relating to
the internal audit and risk management software which could not be procured prior to year-end due to
a delay from SITA.

Municipal Finance Management

The underspending for this programme was mostly due to lower spending on travel and subsistence
after the implementation of cost containment measures in the province.

Virements /roll overs
No roll overs were done after the adjusted budget.

Two virements were implemented. One was because of funds that were reprioritized to fund the
interest paid on overdrawn PMG accounts (mainly Education). The second virement was to cover the
event from the MEC's office relating to the Budget Speech.

Unauthorised, fruitless and wasteful expenditure

An amount of R74 974.84 was registered on 30 March 2017 as fruitless and wasteful expenditure from
prior years, emanating from fruitless and wasteful payment made on the fransversal contract with Dots
Designing Agency by the Department of the Premier in the 2014/15 and 2015/16 financial years, which
was claimed from all departments. The investigation relating to this fruitless and wasteful expenditure
was already finalized and the Department of the Premier recovered the amount from the supplier. The
amount was received on 3 April 2017.

Future plans of the department
The following are the Department’s strategic objectives as per the Strategic Plan:

« Improve the quality of management practices
o  Establish a skilled, competent and responsive workforce

o Conduct research and provide economic information in pursuit of inclusive growth and
development

«  Opfimise provincial own revenue in order to fund key priorifies
Monitor and assess the implementation of the fiscal policy and budget framework
« Promote effective and efficient infrastructure delivery

e  Ensure sustainable and effective cash management practices and efficient management of
the Provincial Revenue Fund

«  Strengthen supply chain management in the province through capacity building and oversight
o Strengthen asset management in the province through capacity building and oversight
« Support and capacitate fransversal financial management systems users

» Promote and enforce sound accounting practices and reporting through capacity building
and oversight

e« Promote and enforce risk management and internal audit practices through capacity building
and monitoring

14
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e Monitor and support municipalities towards improved budget management

*  Monitor and support municipalities fowards improved audit outcomes
*  Monitor and support municipalities to strengthen compliance with SCM prescripts

«  Monitor and support municipalities to strengthen Internal Audit and Risk Management

The plans towards realising the above objectives are set out in the 2017/18 to 2019/20 Annual
Performance Plan of the Department.
Public-private partnerships

The Department was not involved in any public-private partnerships for the 2016/17 financial year.

Discontinued activities / activities to be discontinued

The Department did not discontinue any activity during the year under review and there is no
intention of discontinuing activifies in the near future.

New or proposed activities

No new activities have been intfroduced during the reporting period.

Supply chain management
There were no unsolicited bid proposals concluded during the year under review.

The Departmental SCM processes and systems such as documented business processes which are in
line with Regulations, are in place to prevent iregular expenditure.

The challenge was encountered with CSD wherein the system would sometimes indicate incorrect

information about suppliers. The challenge was resolved by escalating the matter to the SCM
Compliance Unit as the custodians of the system in the Province.

Gifts and Donations received in kind from non-related parties

The Department donated obsolete and redundant office furniture valued at R121 922.02 to various
recipients (Leseding Day Care Centre, Motheo College, Methodist Church in Africa and The United
Methodist Church of Southern Africa) during the first quarter of 2016/17.
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Exemptions and deviations received from the National Treasury

The Department did not request any exemption or deviation from the National Treasury during the
year under review.

Events after the reporting date

No events, whether favourable or unfavourable, occurred during the reporting date and the date
when the financial statements were authorised, which may have an impact on the financial position
and performance of the Department in the past financial year.

Other

Provincial Treasury is responsible for the payment of the usage of computer systems (BAS, PERSAL and
LOGIS) on behalf of all Free State provincial departments and two frading entifies.

The Department of Public Works and Infrastructure provided office accommodation to Provincial
Treasury in the Fidel Castro and Trustfontein buildings at no cost o the Department.
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Approval and sign off

The Annual Financial Statements set out on pages 121 to 193 have been approved.

/@*&dy«
MNG MAHLATSI

Accounting Officer
Provincial Treasury

Date: 31 July 2017
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5. STATEMENT OF RESPONSIBILITY AND CONFIRMATION OF
ACCURACY FOR THE ANNUAL REPORT

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

The annual report has been prepared in accordance with the guidelines on the annual report as issued
by National Treasury.

The Annual Financial Statements (Part E) have been prepared in accordance with the modified cash
standard and the relevant frameworks and guidelines issued by the National Treasury.

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

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

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

In my opinion, the annual report fairly reflects the operations, the performance information, the human

resources information and the financial affairs of the department for the financial year ended 31 March
2017.

Yours faithfully
/%L‘-m"

Accounting Officer
MNG Mahlatsi

Date: 31 July 2017
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6. STRATEGIC OVERVIEW

6.1 Vision

Your partner in financial management and service excellence in the public sector, for a better
life for all in the Free State
6.2 Mission

To instil prudent financial management and good governance

6.3 Values

The actions of every Provincial Treasury employee will be guided by the following values and
principles:

» Collaborative

We will be considerate in working with our stakeholders to realize shared goals. We will be
devoted, dedicated and involved

o Integrity

We will conduct ourselves with uncompromising standards and principles as individuals, as
feams and as a department

e Accountability

We will honour our commitments; we will take responsibility and we will act in a transparent
manner

o Assertive
We will be honest, firm and decisive in our interaction with stakeholders

 Proactive

We will stay ahead by anticipating rather than reacting. We will be innovative and diligently
seek new ways fo address challenges.
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/. LEGISLATIVE AND OTHER MANDATES

The existence of the Provincial Treasury and its operations are governed by the following constitutional
and legislative mandates:

Constitution of the Republic of South Africa Act, 1996 (Act No.108 of 1994)

The Constitution is the supreme law of the Republic and not only sets out and enshrines the rights of all
people in the country which the state must respect, promote and fulfil, it also determines the values
and principles governing public administration and what budgets in each sphere of government must
contain.

Public Finance Management Act, 1999 (Act No. 1 of 1999)

The Public Finance Management Act (PFMA) regulates financial management in the national
government and provincial governments. It aims to ensure that all revenue, expenditure, assets and
liabilities of those governments are managed efficiently and effectively and it provides the
responsibilities of persons entrusted with financial management in the said governments.

The Provincial Treasury is established in ferms of Section 17 of the PFMA (Act No. 1 of 1999) and ifs
functions and powers are set out in Section 18 of the Act. These include amongst other, that the
Provincial Treasury must prepare and exercise control over the implementation of the provincial budget
and promote and enforce fransparency and effective management in respect of revenue,
expenditure, assets and liabilities of provincial departments and provincial public entities.

The Provincial Treasury must, furthermore, enforce the Act and prescribed standards and generally
recognised accounting practices and uniform classification systems in provincial departments. It must
also comply with the Annual Division of Revenue Act and monitor and assess the implementation of
that Act in provincial public entities as well as the implementation of national and provincial norms and
standards in provincial public enfities. Provincial Treasury must intervene by taking appropriate steps,
which may include the withholding of funds, to address a serious or persistent material breach of the
Act by a provincial department of provincial public entity.

The Act allows the Provincial Treasury to assist provincial departments and provincial public entities to
build their capacity for efficient, effective and transparent financial management and to also
investigate any system of financial management or internal control applied by such departments and
entifies.

Local Government: Municipal Finance Management Act, 2003 (Act No. 56 of 2003)
The Act aims to secure sound and sustainable management of the financial affairs of municipalities

and other institutions in the local sphere of government and it establishes treasury norms and standards
for the local sphere of government.

Section 5(4) of the MFMA, 2003 (Act No. 56 of 2003) determines that the Provincial Treasury must,
amongst other, monitor compliance with the Act by municipalities and municipal entifies, the
preparation of their budgets and the monthly outcome thereof as well as the submission of reports as
required by the Act.
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It may further assist municipalities in the preparation of their budgets. It may exercise any powers and
must perform any duties delegated to it by the National Treasury in terms of the Act and may take
appropriate steps if a municipality or municipal entity in the province commits a breach of the Act.

Annual Division of Revenue Act

This Act is passed annually to provide for the equitable share of revenue raised nationally among the
national, provincial and local spheres of government for the particular financial year. It determines
each province's equitable share and allocations to provinces, local government and municipalities
from national government’s share as well as the responsibilities of all three spheres pursuant to such
division and allocations. The Act sets out specific duties for the Provincial Treasury.
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