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2006/07 strategic objectives

� improve the management of the state’s 
immovable property portfolio

� use accommodation-related programmes, 
such as maintenance contracts, to contribute 
to economic growth

� contribute to job creation and poverty 
alleviation through further rollout of the 
expanded public works programme

� provide leadership in the transformation of 
the construction and property industries.



4

Strategic drivers

� Service delivery improvement 
programme – quality standards

� Human resource capacity – to manage 
department’s core business

� Implementation of asset management 
policies, return on investment and 
devolution of budgets
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Receipts
� Main revenue sources are letting property and official quarters,

and the sale of state-owned land, buildings and structures, 
including redundant military bases and properties that are no 
longer cost-effective to maintain

� One govt property worth R300m to be disposed of in 2006/07
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Budgetary Tables (1)

Appropriations for the MTEF period
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Budget tables (2)

� Devolution of funds to other 
departments decreased baseline 
allocations

bd1



Slide 7

bd1 dmaphiri, 2008/03/11
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Budget tables (3)

� Economic classification shows large 
budget consumed by transfers to other 
spheres and entities – how are these 
funds being used there (s. 38(1)(j) of 
PFMA)

� 2008 DoRB provides for reporting 
obligations of transferring national 
departments to monthly report on the 
implementation of the MIG to NT and 
other national departments
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Budget tables

� Budgets for major input items
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Budget tables

� Maintenance and training budgets
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Budget tables

� Training budgets per capita
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Budget tables

� Consultancy spending
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REPORT OF THE AUDIT 
COMMITTEE

� Internal Audit Committee

� Share Committee: Provincial 
Treasury

� Comment on:

• Effectiveness of internal control

• Quality of in year monitoring

• Evaluation of the annual financial 
statements by performing a review
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Audit committee findings (2007)
� The system of internal control was not 
entirely effective for the year under review, 
as compliance with prescribed policies and 
procedures were lacking in certain instances 
(Breakdown of functioning controls)

� In certain instances, some weaknesses 
reported previously have not been fully and 
satisfactorily addressed

� The Audit Committee is satisfied with the 
content and quality of monthly and quarterly 
reports prepared and issued by the 
Accounting Officer
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Audit committee findings (2007)
� The Audit Committee concurs and 
accepts the Auditor General’s 
conclusions on the annual financial 
statements

� The Committee has noted the 
Accounting Officer’s commitments 
towards developing an action plan to 
comprehensively address the issues 
raised by the Auditor General
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CONTENTS ANNUAL 
FINANCIAL STATEMENTS

� Management report & approval

� Report of the Auditor General 

� Statement of Accounting Policies and Related 
Matters

� Appropriation Statement and Notes 

� Statement of Financial Performance;

� Statement of Financial Position;

� Statement of Net Assets and Equity

� Cash flow statement;

� Notes to the financial statements; 

� Disclosure notes to the financial statements;

� Annexures
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MANAGEMENT REPORT

� Descriptive report 

� General Review of the state of financial affairs

� Services rendered by the Department

� Capacity constraints

� Donor Funds

� Trading and public entities

� Transfer payments

� PPP
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MANAGEMENT REPORT

� Discontinued/ New activities

� Progress with Financial Management 

Improvement

• Large amounts of money

• PFMA

• Progress report on implementation

� Performance Information

• What processes are in place to measure 

performance 
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MANAGEMENT REPORT

� Events after the balance sheet date –
adjusting vs non adjusting

� Approval of the financial statements:
• Page numbers all pages except MR & AG 

• Date  - 31 MAY

• Accounting Officer

� Do not contradict information contained 
elsewhere in the report

� Both positive and negative
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Management report
� I have noted the significant issues raised by the 
Auditor General that have translated to the 
qualification of the department’s audit report as 
well as other equally significant matters raised in 
subsequent paragraphs of the audit report

� I will closely monitor the action plan to be put in 
place to ensure their resolution and preventing 
recurrence thereof in the course of the financial 
year

� The oversight structures of Parliament will soon 
be provided with the action plan to resolve these 
matters with realistic timeframes as some of them 
particularly those whose resolution will require the 
co-operation of other departments
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REPORT OF THE AUDITOR 
GENERAL

� Issued to the Departments by 31 July

� Audit of the financial statements

� Independent 

� Review the processes

� Compliance issues

� Verification of expenditure

� Unaqualified, Qualified and Disclaimer

� SCOPA



22

Audit Opinions

� Unqualified

� Qualified

� Adverse opinion

� Disclaimer
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Audit opinion 
� Qualified audit for the ff reasons:

• Out of a sample of 1 745 assets, 328 assets could not be 
traced to the asset register

• Out of a sample of 1 041 assets, 83 assets could not be 
physically verified

• A number of assets were not bar coded which made it 
difficult to locate the assets on the asset register

• A number of duplicate assets were found on the asset 
registers submitted for audit and some were shown at two 
different prices;

• At the time of this report the fixed asset register had not 
been updated with the result of the asset count

• I am unable to conclude on the completeness, accuracy and 
valuation of the fixed asset register and furniture and office 
equipment of R73 million disclosed under note 28 to the 
financial statements
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Audit opinion 
� Qualified audit for the ff reasons 
(Immovable):
• the department has not included additions and 
improvements to the properties amounting to 
2006/07: R414 million, (2005/06: R406 million) in 
the asset register although the amount has been 
included in note 28 to the financial statements

• The Department of Correctional Services (DCS) 
incurred expenditure amounting to R1, 242 billion 
on improvements/additions to buildings under the 
custodianship of the Department of Public Works. 
By time of report DCS had not transferred these 
improvement/additions to the department and as 
a result the PMIS and note 37 to the financial 
statements are understated by R1, 242 billion
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Audit opinion 
� Emphasis of matter:

• Payments of invoices amounting to R10.7 million 
were not made within 30 days of receipt of invoice
as required in terms of Treasury Regulation (TR) 
8.2.3 and the PFMA

• Maintenance, repairs and running costs of R6 
Million are amounts that could be classified as 
Capital Expenditure

• Expenditure amounting to R1, 494 billion was 
similarly allocated and disclosed as “Maintenance, 
repairs and running costs” under Current 
Expenditure in the financial statements of the 
Property Management Trading Entity (PMTE) of 
the department

• Not all objects as set out in the strategic plan for 
the EPWP were reported in the annual report
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APPROPRIATION STATEMENT

� Voted amount as per adjustment 

estimates and not cash received

� Virements (8% of savings) with 

restrictions:

• Can not increase personnel expenditure

• Can not increase or decrease transfers

• Can not use capital for current

• Can not use savings from conditional grants
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APPROPRIATION STATEMENT

� Adjusted budget

� Actual expenditure

� Variance

� Prior year

� Explanations
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APPROPRIATION STATEMENT

� Programme

� Sub-programme

� Economic Classification

� Reconciliation
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APPROPRIATION STATEMENT
Adjusted budget
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APPROPRIATION STATEMENT
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APPROPRIATION STATEMENT
Reasons for virement (Mid-year)
� Incorrectly classified funds have been shifted from 

machinery and equipment (in this programme) for the 
maintenance of information systems.

� Funds shifted from goods and services (in this 
programme) will be used for leave gratuities

� This allocation for the maintenance of information 
systems was incorrectly classified and has been 
shifted to goods and services (in this programme)

� Savings are due to the time-consuming process to fill 
vacancies and a current moratorium on the filling of 
vacancies

� R52,347 million was incorrectly classified as capital 
expenditure and was shifted from buildings and other 
fixed structures (in this programme)

� R52,347 million for planned maintenance was 
incorrectly classified as capital expenditure and has 
been shifted to goods and services in this programme.
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APPROPRIATION STATEMENT
Reasons for virement (End of year)

� Customisation of iEworks system

� Marketing and awareness programme of 
Zimisele

� Refurbishment and upgrading the security 
for Minister

� Costs incurred towards the State 
functions in the form of logistical / 
accommodation related support that the 
department has to provide

� R91m underspending; R79m of which will 
be applied for as rollover for capital
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STATEMENT OF FINANCIAL 
PERFORMANCE (INCOME STATEMENT)

� Measures the entity’s performance over a period 
– for the year ended

� Revenue 
• Voted Funds - Budget

• Non voted funds – other revenue

� Expenditure
• Current expenditure

• Transfers

• Purchase of capital assets

� Net surplus/deficit – under 
spending/overspending

� Unauthorised/fruitless & wasteful expenditure
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Statement of financial position
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Budget execution

� Training spending
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Budget execution

� Maintenance spending
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Budget execution

� Executing capital budget
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Budget execution

� Implementing COE budget
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Budget execution

� Transfers and subsidies
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STATEMENT OF FINANCIAL 

POSITION (BALANCE SHEET)

� Financial position at a point in time

� Assets

� Liabilities

� Net Assets

� Current vs Non Current

� Creditors - receivables

� Debtors - payables
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STATEMENT OF FINANCIAL 

POSITION (BALANCE SHEET)

� Unauthorised and fruitless and wasteful 

expenditure for recovery

� Property, Plant & Equipment

� Cash and cash equivalents

� Receivables – disclosure note 

� Amounts owing by other departments
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STATEMENT OF FINANCIAL 

POSITION (BALANCE SHEET)

� Payables

� Overdraft

� Recoverable Revenue

� Borrowings
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Statement of financial position
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HUMAN RESOURCE 
MANAGEMENT

General

� Regulation III J 3 of the Public Service Regulations;

� High level information on key human resource issues;

� Information must tie back to the annual financial 
statements; and

� Statistics and numbers must make sense.
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HR Management
� Vacancy rates (per programme)
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HR Management
� Vacancy rates (per management level)
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HR Management
� Vacancy rates (per profession)
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HR Management
� Reasons for staff leaving
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HR Management
� Reasons for staff leaving
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HR Management
� Employment equity



END

Questions?


