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FOREWORD

Provincial Treasury's mission is to instill prudent financial
management and good governance in the province. Our strategic
goals to this end are:

* An efficient, effective and development oriented department

* Support departments, municipalities and entities towards
improving financial accountability and sustainability

* Enhance processes, practices and systems towards efficiency gains,
maximize cost-efficiencies and value for money

* Improve the development and management life cycle of
infrastructure and assets

This Annual Performance Plan sets out our plans to achieve these
goals and responds to national and provincial government plans and
priorities, including the MNational Development Plan, Medium
Strategic Framework and the Free State Growth and Development Strategy.

Provincial Treasury will continue to closely monitor the implementation of cost containment measures
to ensure that we limit growth of spending on non-core items in order to reprioritize funds towards
frontline services. We will furthermore continue with our efforts to contain growth of the provincial

wage bill through the central management of the PERSAL system and regular reporting on personnel
cost.

We are firmly set on improving sound financial management, accountability and compliance with the
relevant legislative frameworks. Sustainability of our improved financial management practices will
continue to form the foundation of our support programmes whilst we will continue to monitor and
support departments, public entities and municipalities. We are particularly encouraged by the

significant improvement in the audit outcomes of the provincial government and municipalities for
the 2014/15 financial year.

We are confident that our measures to ensure fiscal discipline will enable the Free State Provincial
Government to meet its targets and deliver on government priorities despite the challenges brought

about by the shrinking provincial revenue envelope, current economic conditions and the severe
drought in the province.

The Annual Performance Plan is aimed at focusing our energies and resources towards achieving our
vision of being; Your partner in financial management and service excellence in the
public sector, for a better life for all in the Free State.
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PART A: STRATEGIC OVERVIEW

1. Updated Situational Analysis

1.1 Performance delivery environment

The Provincial Treasury plays a critical role in ensuring that the Free State Provincial Government
gives effect to government priorities and achieves its goals and objectives. The department has to
ensure that the provincial budget gives effect to the Medium Term Strategic Framework (MTSF)
initiative and reflects alignment with the National Development Plan (NDP) and the Free State Growth

and Development Strategy (FSGDS) in an endeavour to accelerate economic growth, eliminate
poverty and reduce ineguality.

The global economic recovery has been weaker than anticipated and world economic growth has
slowed. During 2015 the International Monetary Fund (IMF) revised its in-year growth forecasts
downward three times, most recently to 3.1 per cent. The forecast for 2016 is 3.6 per cent. The
growth rate in sub-Saharan Africa is expected to decline from 5 per cent in 2014 to 3.8 per cent in
2015, In October 2015 the National Treasury revised the expected economic growth downward to 1.5
per cent for 2015, 1.7 per cent in 2016 and 2.6 per cent in 2017 (2015 MTBPS).

After one of the driest rainy seasons on record, South Africa is reportedly in the grip of a severe
drought. The current El Nino episode, which is responsible for the current drought in South Africa
and other countries such as India, Thailand and Indonesia, has undermined agricultural production, is
bound to increase local and global food prices and threatens food security as well as job creation.
This has placed a strain on water supplies across the country, affecting 2.7 million households. The
lack of rain has had a dramatic impact on crops. Already, farmers are selling their livestock as they
can barely afford to keep it alive. The hardest hit are those living in rural areas, where residents have
to collect water in buckets once a day. To this effect, national government has granted permission
that 20 per cent of the Comprehensive Agricultural Support Programme (CASP) conditional grants be
converted and made available to implement interventions that will assist farmers with some forms of
relief (e.g. drilling of bore holes).

Combined with other factors such as the energy constraints, depreciating exchange rate, water
shortages, reduced business and consumer confidence, the drought has had a significant impact on
the economy. Consequently, South Africa is expected to grow by 1.5 per cent in 2015 - a downward
revision from the 2 per cent forecasted during the tabling of the national budget in March 2015.
Although the province still remains the food basket of the country, together with North Waest,
KwaZulu-Natal and Limpopo, it has been declared an agricultural disaster area and will have to
withstand the effects of this drought. The loss in production in the agricultural sector in the province
is estimated at R20 billion. As a result, the growth forecast for the provincial economy for 2015 has
been revised downward from 0.9 per cent to 0.3 per cent. This paltry growth has adverse implications
on the war against the triple challenge of unemployment, poverty and inequality in the province.



The biggest sector in the Free State economy is the tertiary sector (trade, transport, finance and
community services) with a 65.3 per cent share of 2014 provincial GDP. This is followed by the primary
sector (agriculture and mining} with a 17.7 per cent share and the secondary sector {manufacturing,
electricity and construction) with a share of 17.2 per cent. The tertiary sector's share is expected to
increase marginally to 66.2 per cent in 2015 and 67.3 per cent in 2016 with the primary and secondary
sectors’ share decreasing to 16.8 per cent and 16.9 per cent respectively in 2015.

Community services {which inciude government) is expected to contribute 26.4 per cent to the 2016
provincial GDP, an increase of 1.1 percentage points from 2014. The share of transport is expected to
increase with 0.5 percentage points to 10.7 per cent with finance increasing its share with 1.0
percentage points to 16.3 per cent. The share of mining on the other hand is expected to decrease
with 2.0 percentage points to 10.7 per cent and that of trade to decrease with 0.5 percentage points
to 14 per cent. Agriculture is expected to remain at 4.9 per cent with manufacturing decreasing
slightly by 0.1 percentage points to 10.7 per cent. Electricity and construction are the smallest

contributors with an expected share of 3.6 per cent and 2.8 per cent respectively (Free State 2015
MTBPS).

Government is the biggest contributor to the growth of the tertiary sector. The growth and size of
the government sector poses a concern, as it may reflect a province and inhabitants that rely heavily
on government investment and job creation as a driver of economic growth. The community and
social services sector is the largest employer in the Free State, accounting for 27 per cent of
employment in the province (Free State 2015 MTBPS).

In the second quarter of 2015, the Free State's unemployment rate increased with 1.0 percentage
point to 31.4 per cent from 30.4 per cent in the first quarter (Stats SA Quarterly Labour Force Survey,
Quarter 2: 2015). The noticeable increase is indicative of, amongst other, a fall in labour absorption, a
fast growing population of active working age groups that cutstrip available jobs and weak economic
activities (Free State Provincial Quarterly Labour Market Review, Quarter 2:2015). Of particular
concern is the relatively high youth unemployment rate of 42.1 per cent.

Economic performance is not only important for the redress of the triple challenge of unemployment,
poverty and inequality, but is also critical for the fiscus. The model that is used to allocate funds
between provinces (i.e. Provincial Equitable Share formula) uses the relative contributions of the
province to the national economy as one of the factors. Furthermore, the economic structure and
performance in the province has implications on the ability of the province to raise revenue from its

own provincial sources, e.g. motor vehicle licenses, as well as the ability of people to pay for
municipal services.

Over the 2016 MTEF the Provincial Equitable Share (PES) is expected to grow in nominal terms by
5 per cent per annum with conditional grants and own revenue estimated to grow by 3.3 per cent and
3.5 per cent respectively (Free State 2015 MTBPS). Fiscal consolidation, which requires acting within
fiscal limits that can be sustained over the long term, resulted in the province losing R372 million over
the 2015/16 and 2016/17 financial years (2015/16 EPRE).

Government's shift in fiscal policy, as outlined in the 2014 Medium Term Budget Policy Statement
(MTBPS), which include proposals for a lower spending ceiling, reduced government consumption

expenditure and increases in revenue, will require Provincial Treasury to develop measures to
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improve cost containment, expenditure management and optimal utilisation of available resources.
Special attention must be paid to containing compensation of employees (CoE), which accounts for
about 60 per cent of the provincial budget. A careful balance will have to be maintained between
personnel spending and other resources required for public service delivery. The 2015 public-sector
wage agreement, which resulted in a 10.1 per cent increase in the wages and benefits of government
employees, is well beyond the inflation related adjustment that had been budgeted for (2015
MTBPS). In the Free State with its approximately 61 000 employees, this has an additional financial
implication of approximately R700 miilion in the current financial year with further implications for the
following two years. The province was allocated only R238 million in the adjustment budget for this
purpose and the shortfall will have to be funded through savings and reprioritisation.

The Sustainable Resource Management programme, which is amongst other responsible for
preparation and implementation of the provincial budget and enhancement of provincial own
revenue, will be challenged to develop a fiscal policy framework that will contribute to inclusive
economic growth whilst ensuring delivery on priorities of government despite a perpetual decline in
the province's equitable share allocations. Resource constraints would require more services to be
delivered with less money, which requires creativity and innovation. It is imperative that the limited

resources at the province's disposal are utilised effectively, efficiently and economically for the benefit
of the people.

Provincial socio-economic developments form the backdrop against which the provincial government
medium term budget is developed. The key socio-economic and development indicators that have
to be taken into consideration are population indicators, education, health, poverty and welfare. The
Free State is a centrally located province with an estimated population of 2.8 million, which is 5.1 per
cent of the country’s population (2015 Mid-year population estimates). The province is sparsely
populated at 22 people per km? and approximately 20 per cent of individuals living in rural farming
areas. (2015/16 EPRE) The population increased from 2.633 million in 1996 to 2.817 million in 2015,
which represents a growth of 6.9 per cent. Since the equitable share is highly population driven (in
terms of both the education and basic components) and captures changes or shifts of population
among provinces and their resultant demand on public services, the low portion of Free State
population in relation to other provinces dictates a smaller portion of nationally raised revenue.

The narrowing fiscal space will make it increasingly challenging to improve efficiencies. Effective
supply chain management is key to the achievement of cost effectiveness and value for money. One
of the strategies is the use of transversal contracts to capitalise on economies of scale. The Assets
and Liability Management programme will play an important role in facilitating this process and
ensuring effective contract management. The Department is in the process of improving the system
for managing the provincial supplier database. The programme is also exploring ways to improve
asset management in the province. One of the challenges that the programme has to address is that
from 2016/17 provinces will only be eligible to receive allocations for health and education

infrastructure grants if they have complied with qualification criteria that require them to meet certain
planning.

Two of the main challenges facing the Free State Provincial Treasury are retaining its own internal
efficiencies and clean audit status as well as positioning itself to respond appropriately to the
increasing demands of provincial departments and the local government sector. This is evident from
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the most recent audit findings, which included findings on non-compliance with legislation and
regulations and raised concerns on the quality of performance reports of many of the auditees. It
further pointed to a need for capacity building in provincial departments, public entities and

municipalities as well as inter-departmental collaboration on issues of interventions and general
support.

The Financial Governance programme plays a key role in improving the quality and integrity of
financial accounting and reporting of provincial departments and public entities. The programme will
have to provide support and guidance with regard to the revision of the Modified Cash Standard and
the Additional Accounting Standards effective for Public Entities. Particular challenges are the roll-

out and monitoring of fraud management and anti-corruption in provincial departments and entities
as well as the national capacity framework.

Most municipalities in the province, especially rural municipalities, are unable to collect revenue and
are over-reliant on equitable share to fund their total operating budgets. Debtors are increasing on a
month-to-month basis and municipalities are unable to pay for bulk services and municipal budgets
are not credible, realistic or sustainable. In addition, municipalities are not spending conditional
grants and in most cases utilise grants for operations. There is a lack of reporting on budget

performance in terms of Section 71 of the MFMA and the quality of uplocaded information is very
poor.

The Executive Council identified four municipalities for intervention based on their deteriorated
financial position and financial distress, inability over consecutive years to perform towards improved
and sustainable audit opinions and severe service delivery challenges and or collapse of services.

The general report on the audit outcomes of Free State local government for 2013-14 identified key
officials lacking appropriate competencies as one of the most common root causes for the audit
outcomes. It is evident that municipalities in the province require hands-on support and assistance to
improve financial accounting and management, revenue enhancement and management of
infrastructure. The challenge for the Municipal Finance Management programme is to ensure that
measures that are implemented promote sustainable good administration.
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1.2 Organisational environment

The Department provides support and oversight to all departments, public entities and
municipalities in terms of the PFMA and MFMA.

The Department consists of the following five programmes:

Programme 1: Administration

The role of this programme is to provide leadership and strategic management in accordance with
legislation, regulations and policies as well as to ensure that there are appropriate support services
to all other programmes to ensure the effective and efficient functioning of the department.

Programme 2: Sustainable Resource Management

The role of this programme is to provide professional advice and support on provincial economic

analysis, fiscal policy, and the management of the annual budget process and the implementation of
provincial budgets.

Programme 3: Asset and Liability Management

The role of this programme is to promote effective management of provincial assets and liabilities,
manage and maintain transversal systems and ensure effective and efficient implementation of
compensation management in the province.

Programme 4: Financial Governance

The role of this programme is to promote financial governance in the provincial government

through promoting sound accounting practices and reporting as well as sound risk management
and internal audit practices.

Programme 5: Municipal Finance Management

The role of this programme is to promote and improve financial governance and management at
local government level through monitoring and supporting delegated municipalities with the
management of budgets and budget implementation, revenue, expenditure, supply chain
management, accounting and reporting, risk management and internal audit practices.
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The diagram below depicts the high level organisational structure of the Provincial Treasury.
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The department has a staff establishment of 415 funded posts of which 349 are filled (December 2015
Employment Report). The vacancy rate at the end of December 2015 is 16 per cent. A number of
critical vacancies have been identified for filling during 2015/16 to ensure that the department is in a
position to fulfil its mandate. The department intended to improve the vacancy rate to less than 5 per
cent over the 2015-2020 period. This target however had to be revised, as filling of posts will be
constrained by the funding shortfall created by the 2015 public-sector wage settlement for the
2015/16 financial year and the two subsequent years.

The department is in the process of reviewing the organisational structure to ensure that the structure
is aligned to the generic structure for treasuries and respond to the revised strategic goals and
objective. New critical components are being created to improve the depariment’s capability to
effectively and efficiently provide oversight, capacity building and support to provincial departments,
public entities and municipalities.

Amongst the anticipated changes is the creation of specific units to deal with Municipal Finance
Management Intergovernmental Relations, provincial fraud management, forensic auditing,
compensation management and supply chain management. The creation of these units aims to
address some of the department’s weaknesses which include a lack of capacity to effectively roll-out
and monitor fraud management and anti-corruption programmes in departments and entities and
the challenge of effectively managing compensation in the province.

The need for intensified, hands-on support to particularly municipalities, within the current financial
constraints, requires that a more integrated approach has to be followed to ensure that current
capacity and resaurces are optimally utilised.
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Provincial Treasury is a specialised department that needs suitably qualified employees to monitor,
assist and advise departments, municipalities and entities with regard to sustainable resource
management, asset and liability management as well as financial governance matters. One of the
Department's strengths is its experienced and knowledgeable personnel, with the majority of officials
having qualifications above grade 12. The department will continue to draw on this, as well as the

performance culture and work ethics of officials, to achieve its objectives.

The department is

committed to maintaining a health and responsive workforce and will continue to invest in health and
wellness initiatives and skills development programmes. The department will also be able to draw
from the province's extensive bursary programme to address future skills needs. The development of

women employees for leadership positions will be prioritised to address the need for women
employees in Senior Management positions.

The department’s budget programme structure is as follows:

Budget Programmes

[Sub-Programmes

Programme 1
Administration

Office of the MEC
Management Services
Corporate Services
Financial Management
Internal Audit

Programme 2

Sustainable Resource
Management

Programme Support
Economic Analysis
Fiscal Policy

Budget Management

Public Finance

Programme 3

Asset & Liability Management

Programme Support
Asset Management

Support and Interlinked Financial Systems

Programme 4

Financial Governance

Programme Support
Accounting Services

Provincial Risk Management and Internal Audit

Programme 5

Municipal Finance Management

Programme Support

Municipal Budget and Monitoring (IYM)

Municipal Revenue and Debt Management

Municipal Accounting Services

Municipal Supply Chain Management and Compliance
Municipal Risk Management and Internal Audit

2. Revisions to legislative and other mandates

There are no changes to the department's legislative mandates.
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3. Overview of the 2016/17 budget and MTEF estimate

3.1 Expenditure estimates
Summary of payments and estimates by programme: Provincial Treasury
Outeoms L L Medium-derm estimates
wpproprigtion  approprision estimats
R thousand piPF] MY 20415 plL1 AeHT 211118 L
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Summary of provincial payments and estimates by economic clessification: Provincial Treasury
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3.2 Relating expenditure trends to strategic outcome oriented goals

The allocation made to Programme 1 is towards providing appropriate support services to other
programmes, and is linked to Strategic OQutcome Oriented Goal 1: An efficient, effective and
development oriented department.

The allocation for Programme 2 contributes toward the achievement of Strategic Outcome
Oriented Goal 2: Support departments, municipalities and entities towards improving financial
accountability and sustainability, in terms of provincial departments and entities.

The allocation for Programme 3 supports Strategic Oriented Goal 2: Support departments,
municipalities and entities towards improving financial accountability and sustainability and 3:
Enhance processes, practices and systems towards efficiency gains, to eliminate waste and derive
value for money as well as Strategic Oriented Goal 4: Improve the development and

management life cycle of infrastructure and assets, in terms of provincial departments and
entities.

The budget allocation in Programme 4 supports Strategic Oriented Goal 2:  Support
departments, municipalities and entities towards improving financial accountability and
sustainability, in terms of provincial departments and entities.

The budget allocation in Programme 5 supports the achievement of Strategic Oriented Goal 2:
Support departments, municipalities and entities towards improving financial accountability and
sustainability and 3: Enhance processes, practices and systems towards efficiency gains, to
eliminate waste and derive value for money as well as Strategic Oriented Goal 4 Improve the
development and management life cycle of infrastructure and assets, in terms of municipalities.
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PART B

PROGRAMME AND
SUB-PROGRAMME PLANS
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4.4 Reconciliation: Performance targets with the Budget and MTEF

Expenditure Estimates

Summary of payments and estimates by sub-programme: Administration

Outcome Hin Adjustad i Medium-term estimates
sppeopristion appropriation  estimata
R thousand pLIFIE] ITET 24015 M6 2016H7 w7 W11
T Ofice Of The Mec 5006 550 5 864 6558 £45) 6079 5o 725% ToIT
2 Management Services 5876 m 126 8047 15841 1590 15911 1en 15470
3. Corporae Services 33 2% nm 2161 35691 25919 25804 gt no 33803
4, Financial Management (Ofice Of The Cie) 1% 048 38985 35966 39413 T 2657 2766 4528
5. intemal Aucit {Cepantmiental) 437 im 4158 5227 52 470 5084 5144 544
Total payments and estimates 2 0185 02454 9149 EC] 19937 9% 476 07760 107639
Summary of payments and estimates by economic classification: Administration
Wain Adjustad Revised
Outcome sproptiationproprision  estimats Medium-term extimates

R thousand a3 WAt W15 201515 20817 21718 w89
Current payments nen ne (Y] B0 452 83555 [T 92 094 100 040 05768

Compensaton of emplay ees A% S0 57 08 B4 062 Han 53 1% 8728 FE i

Goods and services 1481 2180 N %W %54 2385 X%6 T4 B0%

Inerest and rent on land
Transters and subsidies to: 103 182 5 1] 810 559 ] ] [

Provinces and municipaites

Deparimental agencies and accounts

Higher educaion instuions

Foreign govemments and nlemationdl omanisaions

Pubfic corporations: and private enterprises 9

Norproft insisfons

Households o 1%2 23 w 610 551 %5 ] M
Payments for capital assets 4312 811 1182 700 2283 FET] 200 138 1437

Bukiings and cther ixed syuckres 6 k] i}

Machinery and equipment 4244 291 2742 00 229 235 2014 130 147

Heritage Assets

Specidised military assels

Biological assels

Land and sub-soll assets

Sofware and oher intangible assels 82
Payments for financial sssets 67 15 ®
Total economic classification B2 Wik i 0 5285 B9 M W fen

The main cost drivers in programme 1 are compensation of employees, Auditor-General fees, printing of annual
publications and other centralized services (photocopy machine leases, maintenance of plants and flowers, IT
support). The MTEF allocations are sufficient to allow the programme to achieve its objectives.
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5.4 Reconciliation: Performance targets with the Budget and MTEF

Expenditure Estimates

Summary of payments and estimates by sub-programme: Sustainable Resource Management

Outcome Wain Mius R et Medium-term estimates
wmpproprigtion  appropriation  estimate
R thousand M 013114 201415 516 26M7 718 201019
1" Programme Support 2414 1684 1672 1506 1518 1847 162 ¥ij] 1351
2 Economic Andlysis 5665 5778 5658 g0 7983 7668 6987 7865 8 003
3. Fiscal Policy 4024 4578 485 68% 6443 530 7310 753 79%7
4. Budget Management Be37 92% 9082 9789 9 660 9339 10268 10949 11584
5. Public Finance 10613 10438 10550 12747 13828 13170 11982 13102 13650
6. Compensation Directorate S 613 649
Total payments and estimates 3118 2764 NS5 7649 B2 krg: | BTAU 4133% 43 206
Summary of payments and estimates by economic cassification: Sustainable Resource Management
Outcome m_‘ . Adjused Re‘vised Medium-term estimates
appropriation  appropriaion  estimate
R thousand s M3 W3 201516 a7 poibils piil ]
Gurrent payments Ho% n )] 1) 7648 By 4| nu 4 336 3206
Compensaion of employees puil-] 2088 A06% Um [ ke]:i %48 e Kk
Goods and services 3816 J484 2616 KK 478 350 1% 364 KT
hierest and rent on Yand 58 1000 i)
Transfers and subsidies to: 5 17 i
Provinces and murkcipaies
Deparimentl agencies and accounts
Higher educaion insfiuions
Foreign govemments and inematonal organisaions
Publc corporatons and priv e enterprises
Norproft insitons
Households bl ) 7
Payments for capital assefs 151 8 B 2% IF]
Buidngs and oher fxed shucares
Wachinery and equipment 15 26 <] .1 13
Heritage Assels
Speciaised miktary assels
Bioogicdl assess
Land and sub-soil assels
Solware and obie inknghbl assels
Payments for financial assets 166 i 6
Total economic classification na R HS ki B 75U Lyl 41 3% 4 206

Main cost drivers are compensation of employees, travel and subsistence and printing of annual publications. The
MTEF allocations are sufficient to allow the programme to achieve its objectives. Provision has been made for the
filling of critical vacancies that will allow the programme to achieve its objectives.
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6.4 Reconciliation: Performance targets with the Budget and MTEF

Expenditure Estimates

Summary of payments and estimates by sub-programme; Asset And Liabifities Management

Nzin Adjusted
tppropristien  appropriation
R thousand iy /L 201314 i [ ik 201617 PN it
1. Programme Support Yz} YL 2351 1602 130 il 175 16% 184
2. Assel Management L) 1264 579 Wm s 54 464 56081 764 %
3. Supporing And lredfinked Financid 3y skens 54 kR U 45168 %38 4415 46549 40N $7%
Total payments and estimates 83 54462 nrs 8502 T 162090 10435 1575 44

Revised
estimats

COutcome Medium-term estimates

Summary of payments and estimates by economic classilication; Asset And Lizbilities Management
Main Adjusted

Revised

R thousand

s

Cuicome

My

L

appropriation  appropriation
W15HE

estimate

T

Kedlum-term estimates

017He 219

Current payments
Compensafon of employees
Goods and sesvices
Interest and rent on land
Transhers and subsidies to:
Provinces and municipaifes
Deparimental agencies and accounts
Hagher educaion insiufons
Foreign goverments and
Public corporalions and pivaie enterprises
Nonproftinsiulions
Househokds
Payments for capital assets
Buddings and oter xed stucheres
Machinery and equipment
Heritage Assers
Specialised mitary assels
Biokogical assels
tand and sub-sol assels
Solware and oher intangible assels
Payments for financial assets

|

564

04

b6 642

§7 655

101 83

103985 15754 TH645

&Hm
&40

&8
B4

030
4015

351
53008

B %2
b4 299

3685
69152

kRRe]
wa

Bre
9%

o
1®

w3

"

4

M

0

14}

(HH

L&

M

m

W

96

n

12

H

it

Total economc classification

LKL

4 2

07

b6 642

97507

10200

104 345 5 78645

Main cost drivers are compensation of employees, SITA fees for transversal systems and travel and subsistence cost.
The increase in the allocation is for the procurement of a new supplier management system as well as for transversal
contracts that will be placed under the control of Provincial Treasury. The MTEF allocations are sufficient to allow the
programme to achieve its objectives.
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7.4 Reconciliation: Performance targets with the Budget and MTEF

Expenditure Estimates

Summary of payments and estimates by sub-programme; Financial Govemance

Nain Adjusted Revised
appropristion  spprepriation estimate
R thousand 01213 My 201415 201516 21817 200718 Wy
Program Support T 1720 3761 7053 215 7068 2269 2318 738
Accountng Services 7769 7641 9345 12190 11683 104 13019 13901 10
Risk Management And hemal Audit Provincial 18 8048 63% 5061 120 98 9459 7058 7469
Total payments and estimates TET3] 17409 0430 20300 05 010 FI¥7T] Iy ]

Duttome Nedium-term estimates

Summary of payments and estimates by economic classification: Financial Governance
Wain Adjusted Revised
sppropriation  appropristion estim ate
R thousand 0213 M4 09415 201516 201617 0178 201819
Current payments 16628 17 208 19 364 025 20852 20078 a4 23255 W54
Compensaon of employ ees 15 482 1643% 16 866 19 009 1058 17794 20983 21059 22 280

Goods and services 114 m 2495 1248 2363 24 3764 21% 2264
Interest and renl on fand

Transfers and subsidies to: 15 18
Provinces and munictpalifes
Deparmental agencies and
Highes educaion inskiutons
Foreign govemments and
Public corporations and
Non-profit institufons
Households 19 18

Payments for capital assets 135 0 Ll a7 64 k1 18 il
Buildings ang oter fixed strucires
Machinery and equipment 135 i) 91 4 64 35 19 A
Heritage Assets
Specialised miliry assels
Biokogica! assets
Land and sub-soi assets
Sofw are and other intangible assels

Payments for financial assels

Qutcoms Medivm-term estimales

Total economic classification 16783 17409 19452 20304 21035 0132 U 23214 U 564

The main cost driver is compensation of employees. Additional resources are required to improve capacity to
effectively deal with fraud management and forensic auditing.

38






(6102 1985 B1 “ps S127ED) (E12UMO1G) ANjEdiDIUNgy (B30 1PBIEN O IUBLIYSQEISISIP Y1 01 9nP 2| /9|(Z Ul 7 OF £Z WOy 33npa1 (|w salediomnu pajeBaap jo aquinu 3yl

% 08
e sanjediunw gl

% 0L3e
sanedioiunw |

% 0912

saedoiunw g

%05
e saniedpunpy §

aoueldwod %69
1e sanyedoiuniy 7z

asueljdwol %04

SidA
wawabeue ysiy
yum ssueduwon

Sid) WPy [eusdy)

wawabeuepy Y51y pue
Npny [ewsaiu) uayibuans
o} sanediiunw

%58 FTRY %5912 %0S
e sanjedoienw gz | semedpunugy | samedownuw gy | 3e sanediiuniy 9 Id MeN Id N Id MaN e sayjedoiuniy 22 yim aouedwo?) uoddns pue Joyucy ‘91
EEENTITT ) siduasaid oS Yum
pig paysiqeise aoueldwod uayibuans
Yy sanjediunw o} sanyedidunw
1 Zl 8 9 Id MaN Id MaN Id M 91 jo raquunyy uoddns pue Jonuow | Gl
7 Bupuersing
¥ :sBupuy £ sBupuy |z sBuipuy l sGupuy 5 :sGuipuy
ou ‘payijenbup ou 'papjenbun ou ‘paipenbup) ou ‘payienbun ou ‘paypjenbun
‘payjenbu :payenbu :payenbun ;payenbur) L1 :payenbun £8WO3INe
¥l PR niy{ oL -psy n| & P34 L P pay! ypne panocidw
£ PayenD | £ ‘peyenD | 8 ‘payenp | 4 PIRYRND 9 ‘payienp spJemo} sanyjedidunw
I dewepsiq, | g dBwIepsig, | £ awepsig. | b datiepsiq Id M3N Id MaN Id MaN 0 Mewmepsiq . :suoiudo Jpny uoddns pue 0)uop bl
s1abpnq uswabeuew
papuny &y 1aBpnq pasoiduw
Yam saijediounw spiemoy saijedinuniu
vt 4} oL 9 Id M3N Id 2N Id MaN 9L jo saquiny voddns pue soluow | g}
61/8102 8L/LL0Z LL/9102 9L/SLOZ | gi/pi0z | wL/ELOZ | EL/ZLOZ
abuewioped (ozoe) 101E34pU|
sjabiey wie]-wnipsp palew|isy sourewiopad |Enpy /7 pallpny jabie] iea -5 8JUBWJIONB aanoalqo o16sieng

‘sawwerBoid-gns g 4o sisisuod awwelboid ay)

[102/910Z 40} s1ebie| |enuuy aa3de[qQ a1beiens

18

[eA8| uawureaoh [ed0] 1e wawabeuew pue aouewsAoh |eidueuly aaoidw pue ayowoud o} st awwerbosd sy jo 201 8Y |

juswabeuey eoueul jedidiunpy 6 swweiboid g



Ov

sjuBWSLeLS SUETITEN
SUBWIBIENS |eueuy |etzueuy Jeak
|eiaueuy sesk Jeak-piw -plw paniugns Jeadk
-PIW paRiugns Jo panwgns jo JLEEITEY] -piw paRiwIgns 1eak
mainar uo podar | mamas uo podas uo yodas 1O Mamay Pl JO MBIAR)
, S2WON0 Ppne
paepijosuo)) | paiepljasucl) | paiepi|osuo] | uo poday | uo poday | Idd MaN Idd MaN Pamaiag) SlusLWARIS |eueLy Jeak-piIy bl
paacuduw spiemoy
spodal sanjedunw
spodas ssaibosd | suedes ssaboid ssaiBosd sjonuod Lay g pue sued poddns
palepljosual) paieplosuc) b PalEpPlOSUDY) { Idd MeaN Idd MaN Idd MaN Idd Map uonse JPne uo paioluctl sapyedinunpy L'kl pue Joyuop
suoday spoday suoday
ssauboud ¢ ssauborg p ssaiboig ¢ Idd M3 Idd MapN Idd M3N Idd MeN uejd voddng y(OoSW jo uonejuawa(dus LEL
suoday spoday spoday
JUDLISSISSY JUDBLISSAsSY JUBLLSSASSY § Idd MaN Idd MaN idd mapn Idd MaN JuUBWSSAsSe ssaupeal yOISW 9¢l
VIN uolssas | SU0[S$as Idd MaN Idd M&N Idd MaN Idd MaN Buipjing Ayoedes yoosw St
uoissas Aeuayd uoissas Leus|d uotssas Aseus)d
193p |Buaw 199p |ejuaw 198p jejuaw S1IoUpaI1D
usaaoBuaiu) | -utanobisiu) | -usanoBiay | Idd MaN Idd MaN Idd MoN Idd M3N pue sioigap uo pauoddns samjedounpy FEL
uoISSas uoIs5as uoIS5as
oM SYIN AHOM YSHIN oM ySHIN uonesdde
jepulacly | [eRUIACL] | |ePuIAI | Idd MaN Idd MeN Idd MaN Idd MaN wSyIN uo  pauocddns  sapyedounpy el
LZ UDID3S uonexqng ¥ aimesibay
uswabeuew
sanednunw sanedountu jo uoneaygnd suods) pue juswwanob |eoo| oy spodas 6
suonedqny suonedgnd ¢ suonexqnd i €240 %5L £2J0 %5L fppauenp patepiosuon zL | (1) womsss jo uonexgnd  Apauenp el panosdu Mwhmﬂ,:o.nh
saiyjedwnw saijediunw syebipng suone|nBas yyJp Yim asuedwod sayjedoiunw
suoday suodar spodas spodal £z Joj suodas £z 40) vodaa panasal pue Aiqiper uc panadal sjabpng moddns
paleposuod 2 paleplosuc) 7 palepijosuol g pREpNosuOl} 7 pPeiep)osUo} £ paiepijosuod) | uo suoday ¢7 |eul4 pue Yyeig uo suodSs JUBWSSISSY L'l PuUB 1CHUOA
61/8102 gL/L10e £1/9102Z 91/5102 §L/¥10Z vL/ELOZ EL/Z102
asuewoyad aafoelgo
syabiey wiey-wnipsiy polewiisy asueuwuopad |enjoy/penpny 103B3|pU| 8duRWIONS Bwuwesboly atBeleng

$JO}EDIpU| 3duewWlioisd swwelboiy

c8




Lt

s1ebiey Ajieuenp 38b61e3 |enuuy | “‘Buipoday [ $J01E2|pU| 8dUBWIOHLA4 Bwweiboiyg L
LL/91L0¢ 104 muwmhm._. h_uwtmzo £8
yoam ssaualeme sanedidunw ut ssaua|e pneyy sjowod
£ ¢ £ pness | 3 L 1 0 P8y SIPUNLSS SS3UIEME PRl £l
pley suortssas Bupies
4 4 < Z 14 4 ¥ wawabeuely ysiy PUB IPNY JeusBly| 9l
81025 %05 WO
(9%b L) SUNW £
24035 Y05 U
(%SE) SUNN €
81035 M.Q_Jm e wawabeuepy
(%59) suniy 51 s5my pue upny
81005 %09 uo |ewiu| vabuans
(9%4E) SUNIN 6 o1 san)ediBunw
Woday yoda: uodas syodas 240058 9,09 VO suoday syodas juawabeueyy Y81y pue upny |eussiu| woddns
paiepyosuo’) | palepijosuol | paiepljosucs) | psiepyosuel ¢ (9:87) sunpy gL palepljosuos) § peiepyosuol) ¢ | uo pauoddns pue passesse sentjediuniy 9L pue JolIuop
[4 Z 4 Idd MaN Idd MaN Idd MaN Idd MoN sutnod Q4D Z’sl
sidussaud os
Y souejjdwos
uayBuans
o1 sanjedisnw
uoddns
¥ 7 14 Idd M3N Idd MeN Idd MapN Idd M3N suoissas Buiuten oo WIS 1’5l pue JoHuol
aunypuadxa
[njaisesm pue pasuoyineun ‘se|nba. uo
SIOUPNE [BUIBIUI PUE S13GUWSW SN0
Z€ UOND8S ‘SIPQWISW SN0
saiyjediziuny 9 sagledidiun g sanyedinoniy g Idd MaN Idd MaN Idd MaN Idd MaN piq "sssuonnoesd W5 jo Buesy vyl
Sy uo spoday dSW uo suodas dSW uo spodas {dS)
palepl|osuon Z paiepijosuol) Z pelepljosucy) ¢ 1dd MapN Idd MapN Idd MaN Idd MaN awweiBoly poddng jedivunyy uo suoday £yl
61/8102 gL/L102 £1/9102 91/5102 SL/¥L0Z VL/E10E EL/ZL0Z
asuewsopad aanoelqo
sjabie; wiay-wnipay peiewlsy asuewJsoyiad |enjoy/pelipny 103ED|pU) BIUBWIOLS euiwelBolg atGajens




Ay

P2y suoissas

L L - Z Ajlenuuy-1g Buiuien yuawaBeuep) jsiy pue HPNY [EuBIL) 29l
wiawabeuepy ysiy pue Npny
L = - uadas paiep)osuo] | Ajlenuuy | [rwieu) uo pavoddns pue passasse sailedidiuniy L'9L
- : ! 4 Ajlenuuy-1g swnojOd) | Z§t
L L l 14 Apapenp suoissas Buluresn 141001 DS 3]
anppuadxa |njaisem
pue pasuoyjneun “iginBaln uo sioupne (eusajul
PUE S1aqQaws 81IWWIOI Z§ UONIBS ‘Sraquiew
Z Z Z sagyeddunpy g Apauenp asnmwwod piq ‘siauonioesd WAs o Buluesy il
dSW uo suodas
1 1 . paleplosuon g Ajlenuuy-1g (dSW) 2wweibosd Loddng |edpunpy uo spodsy ¥l
SJUSLWIaLEYS |RIDuUeUl
Jeak-piur paniuqns
O Mainal UD
- - 1 podas pajeplosuod) | Ajjenuuy PamMalnal SJUSWSIRIS [BIOUELY JERA-PIW vl
suoda ssaiboud sjonuod Ay g
1 L 1 pa1epI|osued) ¢ Apapenyy | pue sued uone yipne uo paionuow sanedidiuny L'el
l 1 L spodal ssaiboug ¢ Apauenn ue)d Haddng yOISW o uoejuswaldw) LEL
L 1 1 suodas JuBwWssassy ¢ Apaveny JUBWISSBSSE SSAUIPEal yOOsW L
1 l SUOISSaS 7 Ajjenuuy-1g Buip|ing Awoeded yoosw SElL
uoissas Jeus|d 1qap
- E - jeauawaaoBiaiy| | Ajjenuuy si0)pasd pue s101qap uo pauoddns samjedidunpy vEL
LOISSaS JIoM
- . WSHIN |20y | Ajjenuuy uonesdde ygy3N uo papoddns samjediunpy £EL
aume|siba) pue wawuiaaob |0
L 1 ! suonellqng g Apaueng | 10y suoday (1) wondes jo woneagnd Apsuenpn Fa X1
suone|nBas
wodai yabpng vodasebpng spoda) YINAW Yum ouedwod pue Ayiqipels uo panasal
- [EUYy pPRIEPIOSUOT) | Yeip pAIEPIOSUC]) | paepiosuo] g Alenuuy-ig | s1eEpng (ewd pue yeuq uo suodas Juawissassy L'EL
wl P ul £102/9102 poled




Ev

sanyedimunu Ul sseulale

- £ - - £ Aeouuy | presy siowoid o) play sieunuas ssaualeme pney £9L
w¥ pi€ pul ul £102/9102 poled
syabiey Ajzerienp 1eBiey |ENULY Bujjiodey £10]1ED)pU] 8oUBWIOLBY awwesboly







8.4 Reconciliation: Performance targets with the Budget and MTEF

Expenditure Estimates

Summary of payments and estimates by sub-programme: Municipal Finance Management

Qutcome Yaln Adjusted Rsed Medium-em estimates
appropriation appropristion  estimate
R thousand 13 1k [ WS pitild 200617 21718 0019
1. Programme Support 17% =] 263 ETF na 260 FES] T8 200
2 Thaba Mautsony ana Cistict 5605 57 60 81% 6484 5% 1154 768 801
3 Fezia Debi Destict 4115 470 5184 628 28 614 579 b448 6622
4. Lojwelephutswa District am kLY 76 408 4782 4 50 6832 6583 6965
§ Xhariep Distict T I i} 0 4958 4 760 5508 6167 6545
fi.Municipd Risk Management & inemal Audit IBM kpks) kkis) 419 47 4084 4490 468 490
7 Municipd Support Program & by 102 ) N pifdd 70
Total payments and estimates 2350 Hw U5 am 51092 5 962 i s0512 K244
Summary of payments and estimates by economlc classification: Municipal Finance Managemant
Dutcome Wein Mienad Revised Medium-term estimates
sppropristion  appropristion  estimate
R thousand wman e 01415 FO1 L) 201617 201118 20101%
Current payments 24 805 0%% 2419 CE BT YT 511 W0 Y
Gompensalon of employ ees 7812 w712 2187 7638 78035 FiLs) 318 235 5]
Goods and services 3893 2204 238 32989 10985 10160 202 28558 %6
hierest and rent on land
Trantfers and subsidies to: ] 1% 18872 1en 1330
Provinces and municipaiies 18650 15840 1335
Depariments! agencies and accounts
Higher educafon instirions
Foreign govemments and intemagonal organisalins
Pubfic corporations and privaie enterprises
Nen-profil insfisfons
Households ki 1% 2 k]
Payments for capltal assets 545 18 190
Buidings and oher fxed sruclures
Machinery and equipment 545 18 190
Hesitage Assels
Speciaised miitary assels
Bivlogical assefs
Land and sub-soil assets
Sobw are and olher intangble 2ssels
Payments for financial azsels §
Total economic classification 23190 A U5 553N 5188 56962 S 474 60912 2414

Main cost drivers are compensation of employees and travel and subsistence costs. The increase in the allocation
provides for the strengthening of the Municipal Support project.
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PART C

LINKS TO OTHER PLANS
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10

11

12

Links to the long-term infrastructure and other capital plans
None

Conditional grants
None

Public entities
None

Public-private partnerships
None
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ANNEXURES
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Annexure A

Vision, Mission, Values and Strategic Goals

Vision

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

Mission

To instil prudent financial management and good governance

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

* Integrity

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

» Accountability

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

*» 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 to address challenges.
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Strategic Goals

Strategic Outcome
Oriented Goal 1

An efficient, effective and development oriented department

Goal statement

A well managed department that is professional, accountable and
development oriented, that promotes the values and principles of public
administration as contained in the Constitution and has skilled public
servants who are committed to delivering high quality services.

Stratagic Outcome
Oriented Goal 2

Support departments, municipalities and entities towards
improving financial accountability and sustainability

Goal statement

Support and assist departments, municipalities and their entities through
oversight, capacity building and other interventions to improve transparent,
economic, efficient and effective management of revenue, expenditure,
assets and liabilities and have high quality, timely and accurate reporting.

Strategic Outcome
Oriented Goal 3

Enhance processes, practices and systems towards efficiency
gains, to eliminate waste and derive value for money

Goal statement

Support and assist departments, municipalities and their entities to develop
and implement policies, practices and systems that will improve efficiency
and effectiveness and eliminate waste in order to redirect the derived

efficiency gains to higher priority areas of government and improve value for
money.,

Strategic Outcome
Oriented Goal 4

Improve the development and management life cycle of
infrastructure and assets

Goal statement

Support and assist departments and entities through oversight and capacity
building to improve the development and management life cycle of
infrastructure and assets in order to improve the delivery of infrastructure,

including the use and management of PPP, and the management of
movable and immovable assets.
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Annexure B

Amendments to Strategic Objectives included in the Strategic Plan

The Department reviewed the strategic objectives as contained in the 2015-2020 Strategic Plan in order to include
indicators and targets for strategic objectives.

1. PROGRAMME 1: ADMINISTRATION

Programme purpose Sub-programmes

To provide |leadership and strategic management in = Office of the MEC

accordance with legislation, regulations and policies as well as «  Management Services

to ensure there is appropriate support service to all other .
Pprop PP ¢ Corporate Services

programmes.

*  Financial Management

*  |nternal Audit

Strategic objectives

Strategic Improve the quality of management practices
Objective 1 P h Y ° i

To improve the quality of management and management practices, including strategic,

financial and human resource management, to ensure compliance with government’s
Objective A : o AP
administrative policy and legislative frameworks, as per MPAT assessment and audit findings, in

statement order to create a conducive environment for achieving the goals and objectives of the
department
MPAT scores

Indicators
Audit opinion

Baseline Fully compliant score against 64% of the 33 MPAT standards for 2013, Unqualified epinion with

no findings (clean audit)

Fully compliant score against 94% of the 36 MPAT standards
5-Year target

Unqualified with no findings (clean audit) audit opinion

Effective and efficient management and management practices are necessary to build a public
service that is professional, accountable and development oriented as envisaged by the

Constitution of the Republic of South Africa and further espoused in the National Development
Plan and Medium Term Strategic Framework.

Justification

Strategic Goal No 1: An efficient, effective and development oriented department

MTSF: Outcome number 12: An efficient, effective and development-oriented public
service, Impact Indicator 1: % of national and provincial departments that achieve at least

. fevel 3 within 50% of the Management Performance Assessment Tool (MPAT) standards for
Links . . A .
each cycle, Impact Indicator 4: Number of qualified, adverse and disclaimer annual audit
reports on national and provincial government departments

FSGDS: Pillar 4: Good Governance, Driver 15: Foster good governance to create a
conducive climate for growth and development
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Strategic
Objective 2

Establish a skilled, competent and responsive workforce

To provide strategic support to the department by establishing a skilled, competent and

Objective responsive workforce by improving staffing levels through recruitment processes and staff

statement retention by creating a conducive work environment through skills development and wellness
initiatives.

Indicators Vacancy rate

Baseline Current vacancy rate: 16%

5-Year target

Vacancy rate of 7% or less

Justification

Provincial Treasury renders oversight and support to provincial departments, municipalities and
their entities and requires an adequate and skilled worksforce that will be able to execute the
department’s mandate and provide expert advice.

Links

Strategic Geal No 1: An efficient, effective and development ariented department

MTSF: Outcome number 12: An efficient, effective and development-criented public
service, Impact Indicator 2: Funded vacancy rate {average 5 of posts on PERSAL which are
vacant over a quarter, for all national and provincial departments)

FSGDS: Pillar 6: Good Governance, Driver 15: Foster good governance to create a
conducive climate for growth and development
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2. PROGRAMME 2: SUSTAINABLE RESOURCE MANAGEMENT

Programme purpose

Sub-programmes

The role of this programme is to provide professional advice .
and support on provincial economic analysis, fiscal policy, and .
the management of the annual budget process and the
implementation of provincial budgets.

Economic Analysis
Fiscal Policy
* Budget Management

« Public Finance

Strategic objectives

Strategic Conduct research and provide economic information in pursuit of inclusive
Objective 3 growth and development

Objective To provide a platform to enhance inclusive regional economic growth and development of the
statement Free State and its people through quality research and up to date socio-economic information
Indicatars Socio-economic information provided

Baseline 6 Research Papers, 2 Publications and 4 Labour Market Bulletins per annum

5-Year target

10 Socio-economic reports produced annually

Research and economic information could influence policy decisions in order to stimulate job

Justification . .
creation and poverty alleviation
Strategic Goal No 2: Support departments, municipalities and entities towards improving

- financial accountability and sustainability

Lin
MTSF: Cutcome number 4: Decent employment through inclusive economic growth
FSGDS: Pillar 1: Inclusive growth and sustainable job creation

Strategic

2 Optimize provincial own revenue in order to fund key priorities

Objective 4 P P YPpP

Obiective To enhance revenue collection for the province through effective and efficient revenue

staiement management, provision of revenue enhancement allocation, research work and oversight of
revenue generating departments and entities

Indicators Revenue collected

Baseline The 2014/15 revenue estimate amounts to R945 million

5-Year target

Revenue collected target in excess of R 1.1 Billion

Justification

Optimization of revenue provides for additional funding for provincial priorities and service
delivery needs

Links

Strategic Goal No 2: Support departments, municipalities and entities towards improving
financial accountability and sustainability

MTSF: Outcome number 12: An efficient, effective and development-oriented public
service

FSGDS: Pillar 6: Good Governance, Driver 15:
conducive climate for growth and development

Foster good governance to create a
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Strategic
Objective §

Monitor and assess the implementation of the fiscal policy and budget
framework

Objactive
statement

To monitor and assess the extent to which departments and public entities are spending
allocated funds, including conditional grants, in line with the Estimates of Provincial Revenue
and Expenditure and complying with the given conditions/regulations of the grants as per the
Division of Revenue Act in order to promote and ensure effective and efficient implementation
of the fiscal policy framework

Indicators

Timeous publication of the EFRE
Variance between provincial budget and expenditure

Level of compliance with Revenue and Expenditure Key Control Matrix {(KCM) indicators
(assessment score)

Baseline

EPRE published within two weeks of the National Budget
Variance of less than 2% between provincial budget and expenditure
8 (70%) Departments on 4

5-Year target

EPRE published within two weeks of the National Budget
Variance of less than 2% between provincial budget and expenditure
12 (100%) Departments with scores 4 {100%)

The provincial budget allocations and effective management thereof is key to ensuring delivery

Justification o . B : .
on government priorities and the optimal utilisation of financial resources.
Strategic Goal No 2: Support departments, municipalities and entities towards improving
financial accountability and sustainability

Links MTSF: Outcome number 12: An efficient, effective and development-oriented public
service
FSGDS: Pillar 6: Good Governance, Driver 15: Foster good governance to create a
conducive climate for growth and development

Stiateals Promote effective and efficient infrastructure delive

Objective & i

Obiective Support departments and public entities to reduce the number of infrastructure projects that

sta::ement are not completed in time and on budget in order to improve infrastructure delivery through
monitoring infrastructure projects and evaluating and advising on planning documents

Indicators Percentage of infrastructure projects not completed in time and on budget

Baseline 84,5% of infrastructure projects are not completed on time and on budget

5-Year target

35% or less of infrastructure projects are not completed on time and on budget

This objective also aims to address under-spending on budget allocations for infrastructure,

Justification -
delays and cost overruns on projects.
Strategic Goal No 3: Enhance processes, practices and systems towards efficiency gains, to
eliminate waste and derive value for money

Links MTSF: Outcome number 12: An efficient, effective and development-oriented public

service

FSGDS: Pillar 6: Good Governance, Driver 15:
conducive climate for growth and development

Foster good governance to create a
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Strategic

Ensure sustainable and effective cash management practices, and efficient

Objective 7 management of the Provincial Revenue Fund
Obiective To effectively manage the Provincial Revenue Fund, as well as monitoring of cash flow
! processes and investments in the province to ensure that 100% of appropriated funds are
statement
transferred to departments
Percentage of appropriated funds transferred to provincial departments
Indicatars
Audit opinion on PRF
. 100% of appropriated funds transferred
Baseline

Unqualified with no findings audit opinion

5-Year target

100% of appropriated funds transferred annually

Unqgualified with no findings (clean) audit opinion on PRF

Justification

Effective and efficient management of the Provincial Revenue Fund will ensure that the
province's cash flows are adequately managed to enable provincial departments to meet their
payment obligations, and also to earn maximum returns on investments in order to contribute
to the financial health and sustainability of the province.

Links

Strategic Goal No 3: Enhance processes, practices and systems towards efficiency gains, to
eliminate waste and derive value for money

MTSF: Qutcome number 12: An efficient, effective and development-oriented public
service

FSGDS: Pillar 6: Good Governance, Driver 15: Foster good governance to create a
conducive climate for growth and development
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3. PROGRAMME 3: ASSETS AND LIABILITY MANAGEMENT

Programme purpose Sub-programmes

The role of this programme is to promote effective * Asset management
management of provincial assets and liabilities, manage and
maintain transversal systems and ensure effective and efficient
implementation of compensation management in the province.

* Supporting and Interlinked Financial
Systems

Strategic objectives

Strategic Strengthen supply chain management in the province through capacity building
Objective 8 and oversight
Support departments and public entities through menitoring and capacity building initiatives to
Objective develop and implement effective and efficient supply chain management practices and systems
statement that ensure transparency and accountability and deliver value for money and to improve
compliance of departments and entities with identified Key Performance Indicators.
Indicators Level of compliance with SCM KCM indicators {assessment score)
Baseline 7 departments and entities on KCM score 1

5-Year target

14 departments and entities on KCM score > 1

Justification

The state's ability to procure what it needs on time, at the right quality, right quantity, right
price, delivery at the right place is central to its ability to deliver on its priorities. This objective
also aims to address non-compliance with supply chain management legislation.

Links

Strategic Goal No 3: Enhance processes, practices and systems towards efficiency gains, to
eliminate waste and derive value for money

MTSF: Outcome number 12: An efficient, effective and development-oriented public
service, Sub-outcome 5: Procurement systems that deliver value for money

FSGDS: Pillar 6: Good Governance, Driver 15: Foster good governance to create a
conducive climate for growth and development
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Strategic

Strengthen asset management in the province through capacity building and

Objective 9 oversight
Support departments and public entities through monitoring and capacity building initiatives to
Objective develop and implement effective and efficient asset management practices and systems that
statament ensure transparency and accountability as reflected in the audit outcomes of departments and
entities
Level of compliance with PAM KCM indicators (assessment score)
Indicators o ) o
. Number of departments and entities with audit qualification on assets management
10 Departments are on KCM score 1
Baseline

8 departments have audit findings on assets, 2 with unqualified with findings opinions and 6
with qualified opinions

5-Year target

12 Departments and 2 trading entities with all scores > 1

No department with findings on assets management

Justification

The objective aims to enable departments to implement controls to improve the safeguarding
and maintenance of assets.

Strategic Goal No 3: Enhance processes, practices and systems towards efficiency gains, to
eliminate waste and derive value for money

MTSF: QOutcome number 12: An efficient, effective and development-oriented public

Links
service, Sub-outcome 5: Procurement systems that deliver value for money
FSGDS: Pillar 6: Good Governance, Driver 15: Foster good governance to create a
conducive climate for growth and development

Strategic

Objective 10

Support and capacitate transversal financial management systems users

To support transversal financial management system users with registration of supplier and

Objective banking details, codification and standardisation of items registration, submissions for hand

statement written cheques as well as training these users in order to have competent transversal systems
users and effective utilization of these systems.

e Extent to which support is provided according to agreed upon standards

ndicators

Level of compliance with Transversal Systems KCM indicators (assessment score)
The department currently responds within agreed timeframes

Baseline

12 Departments and 1 entity on KCM score 1

5-Year target

100% of support provided according to agreed upon standards

12 Departments and 2 entities with all scores > 1

Suppeorting and training of transversal financial management system users are necessary to have

Justificati
Hicatay competent users, minimise of risks and improve the utilization of the system.
Strategic Goal No 3: Enhance processes, practices and systems towards efficiency gains, to
eliminate waste and derive value for money
Links MTSF: Outcome number 12: An efficient, effective and development-oriented public

service

FSGDS: Pillar 4: Good Governance, Driver 15: Foster good governance to create a
conducive climate for growth and development




4. PROGRAMME 4: FINANCIAL GOVERNANCE

Programme purposa Sub-programmaes

The role of this programme is to promote and enforce financial = Accounting Services
governance in the provincial government.

*  Provincial Risk and Internal Audit

Strategic objectives

Strategic Promote and enforce sound accounting practices and reporting through capacity
Objective 11 building and manitoring
Objective To promote and enforce sound accounting practices and reporting through capacity building
and monitoring in order to improve the quality of financial practices and reporting to ensure
statement . . .
compliance with PFMA and relevant accounting frameworks.
Percentage of AFS findings resolved
Indicators Percentage compliance with minimum requirements of AFS work file
Level of compliance with Accounting KCM indicators (assessment score)
65% of financial statement assessment findings resolved
Baseline 1 Department with 90% compliance to minimum requirements of work file for 2013/14

12 Departments on KCM score 1{2013/14)

5-Year target

90% or more of AFS findings resolved
5 Departments at 100% compliance and 7 departments and 3 entities at 90% compliance
12 Departments and 3 entities KCM score = 1

Effective and efficient accounting practices and reporting are necessary to ensure sound
financial management that will result in improved service delivery for a better life for all in the

Justification
Free State Province.
Strategic Goal No 2: Support departments, municipalities and entities towards improving
financial accountability and sustainability
MTSF: Outcome number 12: An efficient, effective and development-oriented public
Links

service, Impact Indicator 4: Number of qualified, adverse and disclaimer annual audit reports
on national and provincial government departments

FSGDS: Pillar 6: Good Governance, Driver 15: Foster good governance to create a
conducive climate for growth and development
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Strataegic

Promote and enforce risk management and internal audit practices through

Objective 12 capacity building and monitoring
Objective To improve the effectiveness and efficiency of Risk Management and Internal Audit to ensure
statement compliance with relevant frameworks and the PFMA,

Assessment score on compliance and effectiveness of departments and entities on: Risk
Indicators Management

Internal Audit

Risk Management: 7 Departments and 0 entities achieved = 90%
Baseline

Internal Audit:8 Departments and 0 entities achieved = 90%

5-Year target

Risk Management: 12 Departments and 3 entities achieved = 90%
Internal Audit: 12 Departments and 3 entities achieved = 90%

Justification

Effective and efficient governance practices are necessary to ensure sound financial
management which will further improve service delivery to contribute te a better life for all in
Free State Province.

Links

Strategic Goal No 2: Support departments, municipalities and entities towards improving
financial accountability and sustainability

MTSF: Qutcome number 12: An efficient, effective and development-oriented public
service, Impact Indicator 4: Number of qualified, adverse and disclaimer annual audit reports
on national and provincial government departments

FSGDS: Pillar &§: Good Governance, Driver 15: Foster good governance to create a
conducive climate for growth and development
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5. PROGRAMME 5: MUNICIPAL FINANCE MANAGEMENT

Programme purpose Sub-programmes
The role of this programme is to improve the state of financial *  Municipal Budget and Monitoring IYM
governance and management at local government level 5

Municipal Revenue and Debt Management
*  Municipal Accounting Services

*  Municipal Supply Chain Management and
Compliance

= Municipal Risk Management and Internal
Audit

Strategic objectives

Stratagic
Objective 13

Monitor and support municipalities towards improved budget management

Objective To monitor and support municipalities in order to strengthen their budget management
statement practices and ensure that budgets that are approved are funded

Indicatars Number of municipalities with funded budgets

Baseline 4 of 22 delegatad municipalities have funded budgets

5-Year target

16 of 22 municipalities have funded budgets

Effective and efficient budget management is required to ensure credible and sustainable

dustification budgets that will allow municipalities to improve service defivery
Strategic Goal No 2: Support departments, municipalities and entities towards improving
financial accountability and sustainability

Links MTSF: Outcome number 9: Responsive, accountable, effective and efficient developmental

local government system, Sub-Outcome 3: Sound financial and administrative management

FS5GDS: Pillar 4: Good Governance, Driver 15: Foster good governance to create a
conducive climate for growth and development
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Strategic

Support municipalities towards improved audit outcomes

Objective 14
Objective To monitor and support municipalities in order to implement sound financial management
statement practices, including sound accounting and reporting
Indicators Audit opinions
2014/15 Financial year
Disclaimer: 4 municipalities
Qualified: 9 municipalities
Baseline
Unqualified: 7 municipalities

Unqualified with no findings: 1 municipality

5-Year target

Qutstanding: 2 municipalities
Disclaimer:; 0 municipalities
Qualified: & municipalities
Unqualified: 11 municipalities

Unqualified with no findings: 5 municipality

(The number of municipalities reduces to 22 in 2016/17 due to the disestablishment of Naledi
Local Municipality - Provincial Gazette No. 94, 18 Sept 2015)

Audit opinions offer a reliable measure of a municipality’s financia! management practices and

Justification may impact on accountability
Strategic Goal Ne 2: Support departments, municipalities and entities towards improving
financial accountability and sustainability

Links MTSF: Outcome number 9: Responsive, accountable, effective and efficient developmental

local government system, Sub-Outcome 3: Sound financial and administrative management

FSGDS: Pillar 6: Good Governance, Driver 15: Foster good governance to create a
conducive climate for growth and development




Strategic
Objective 15

Monitor and support municipalities to strengthen
prescripts

compliance with SCM

To support municipalities through monitoring and capacity building to improve compliance

Objective . . i . . .

LT with the supply chain management prescripts and thereby improving supply chain management
practices to ensure transparency, accountability and value for money

Indicators Number of municipalities with functional bid committees

Baseline 6 of 22 delegated municipalities have functional bid committees

5-Year target

16 of 22 municipalities have functional bid committees

Justification

A municipality's ability to procure what it needs on time, at the right quality, right quantity and
right place is central to its ability to deliver on its priorities. This objective aims to address
compliance with SCM prescripts, through the use of bid committees, to improve SCM practices.

Strategic Goal No 2: Support departments, municipalities and entities towards improving
financial accountability and sustainability

MTSF: Outcome number 9: Responsive, accountable, effective and efficient developmental

Links local government system, Sub-Outcome 3: Sound financial and administrative management
FSGDS: Pillar é: Good Governance, Driver 15: Foster good governance to create a
conducive climate for growth and development

Strategic Support municipalities to strengthen Internal Audit and Risk Management

Objactive 16

Objactive To support municipalities through monitoring and capacity building to improve the functionality
statement and effectiveness of Internal Audit and Risk Management functions
Compliance with Internal Audit KPls
Indicators . o
Compliance with Risk Management KPls
. 6 delegated municipalities at 50% compliance with Internal Audit KPls
Baseline

5 delegated municipalities at 50% compliance with Risk Management KPls

5-Year target

22 delegated municipalities at 90% compliance with Internal Audit KPls
22 delegated municipalities at B5% compliance with Risk Management KPis

Effective and efficient governance practices are necessary to ensure sound financial

Justification management which will further improve service delivery to contribute to a better life for all in
the Free State
Strategic Goal No 2: Support departments, municipalities and entities towards improving
financial accountability and sustainability

Links MTSF: Outcome number 9: Responsive, accountable, effective and efficient developmental

local government system, Sub-Outcome 3: Sound financial and administrative management

FSGDS: Pillar 6: Good Governance, Driver 15:
conducive climate for growth and development

Foster good governance to create a
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Annexure C

Technical Indicator Descriptions

The Technical Indicator Descriptions for the Strategic Objective performance indicators and the
Annual Performance Plan programme performance indicators are published on the Department's
website: www .treasury.fs.gov.za

&2






