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1. Introduction

Founded in 1888, the Government Printing Works (GPW) was established to render security printing and related services to the Government of South Africa. During 1976 the GPW was established as a Trade Account by the erstwhile Department of Finance. The functions of the GPW include the following: 

· Compiling, editing, printing and distribution of Government Gazettes and Provincial gazettes. 

· The procurement and stocking of departmental forms and face value forms. 

· The provision of a printing service pertaining to high security documents and also printed matter of a general nature. 

· The administration of the Publications Section to provide for the stocking of government publications

· The selling thereof to government institutions and the general public, as well as institutions abroad.

Government Printing Works (GPW) is a self-funding trading entity that reports to the Accounting Officer of the Department of Home Affairs. GPW is tasked with the rendering of printing and related services to Government Departments, Provincial Departments and Local Authorities. In 1999, Cabinet resolved that the GPW become a public entity but the conversion processes only commenced in earnest in 2008.  The Department of Public Services and Administra​tion and National Treasury Evaluation Panel approved the conversion into a Government Component, an alternate type of entity that came into effect in the year under review. 

The principal clientele of the GPW are state Departments and their statutory bodies. It provides services to them at cost recoverable basis. However, service delivery has been adversely affected by problems emanating from its human and material resources. In the field of human resources, it continues to lose experienced and qualified artisans and administrative personnel to the private printing sector because the latter offers attractive remuneration packages.

The following institutions are delegated to the Deputy Minister by Minister:

• Film and Publication Board

• Government Printing Works

2. Service Delivery Performance
During 2008-09, the Department of Home Affairs pro​vided assistance to the GPW in the form of consul​tancy services, which was paid for by the Depart​ment. This was necessary to assist the GPW in its turnaround and transformation processes as the success of the GPW is integral to the Department’s transformation processes with regard to the produc​tion of Identity Documents, Passports and other se​curity documents.The GPW operates within the public service milieu. This dichotomy militates against the need for the application of business principles across all spheres of its activities, from staff recruitment through service conditions, procurement policies to business relationship with clientele. Though the institution has an autonomous structure and mandate, final decision-making on most crucial administrative issues do not reside within the organisation; making the administrative process at times not only cumbersome but also lengthy as final authority to carry out certain functions must come from the Department of Home Affairs. This situation invariably impacts negatively on service delivery.

As part of the transformation process and improvement of the enabling documents, the Ministry launched the new Unomatic passport machine received by Government Printing Works (GPW). This would see to the optimal production capacity and fool proof security of our passports. The GPW experienced a considerable increase in printing output from the 2007-8 financial year.
Financial Performance
Growth in expenditure under Programme 4 of the DHA was stimulated by the increased allocation to the Government Printing Works (GPW).  The GPW received a total allocation of R137.4 million in 2008/09. This represents a 20 percent increase from the 2007/08 transfer budget.  The Department only transfers funds to GPW in order to service bank charges. However, additional transfers in 2008/9 were to funding the installation of the new secure passport printing press and facility for the GPW. In 2009/10 and 2010/11 planned increased expenditure is intended to fund capacity and skills development, as well as a new production facility. The GPW is a government component in terms of the Public Service Amendment Act (No. 30 of 2007).  Its primary sources of revenue include printing identity documents, forms, examination papers and passports. 

It is anticipated that the GPW total revenue will increase from R659.1 million in 2008/09 to R936.7 million in 2009/10 (mainly attributed to the increased transfer, as discussed above). Revenue generated on the sales of goods and services (excluding transfers from the Department), will increase from R521.7 million in 2008/09 to R605.5 million in 2009/10. 

The GPW received a virement of additional funds amounting to R2,2 million and a rollover from 2007-08 of R31,658 million for reconfiguration of the current passport dispatching system for the new end-to-end passport process being implemented.
During the year under review, the GPW devel​oped a plan of action with a view to address all the major issues which were raised by the AG and those by SCOPA. However, the implemen​tation of this plan was dependent on two criti​cal factors; namely, the establishment of the GPW as a GC and the recruitment of the requisite skills within the organisation. The approval for conver​sion into a GC took longer than anticipated with the receipt of the concurrence report from the NT in April 2009; this impacted significantly on the ability of the GPW to implement the recruitment drive. Although the GPW could not recruit as planned the additional skills and expertise required within the organisation during the year under review, signifi​cant efforts were made and progress was achieved with regards to the implementation of the plan of action, some of which are tabulated below: ‑

• Debtors days were reduced from 148 days out​standing (2007/2008) to 87 days outstanding (2008/2009);

• Debt collection improved during the last 6 months of the current financial year to an aver​age of R50 million per month from an average of R35 million per month in the previous financial year;

• The GPW embarked on a massive inventory clean up exercise in order to bring stock holding to an acceptable level. During this process, stock to the value of R15,581 million was identified as obsolete or slow moving stock and subsequently written off;

• Progress was made in the recording and report​ing of the GPW fixed assets and an assets veri​fication project was undertaken. The verification of the assets has been completed and the GPW is in the process of adjusting the records to re​flect the assets correctly after all the governance processes have been followed; and

• Progress has been made in the cleanup of the suspense accounts, although this process was not finalised at year end, this will be ad​equately addressed in the next financial year.
Auditor General’s Report

The Department has experienced an improvement in terms of Financial Reporting and Performance, receiving a qualified Audit Report from the Auditor General. For the three preceding years the AG gave the GPW an adverse opinion determining that the financial statements of the GPW were materially misstated and, when considered as a whole, do not conform with the Public Financial Management Act (PFMA).  The qualified audit although indicating substantial concerns on terms of reporting is nonetheless considered a fair representation of the GPW’s performance.

The primary concerns of the AG relate to:
Inventory

The SA Statement of GAAP, IAS 2(AC 108): Inventories, states that the cost of inventories shall comprise all costs of purchase, costs of conversion and other costs incurred in bringing the inventories to their present location and condition. A status 2 report generated on the non-integrated stock system includes job tickets amounting to R2,784 million (2008: R4,278 million) which had not been included in the financial system as these job tickets needs to be followed up and properly allocated to the correct accounts. Only after these allocations are performed, will it enable me to obtain sufficient appropriate audit evidence to satisfy myself as to the completeness and accuracy of the applicable balances and accounts.

Accounts payable

The accounting officer did not ensure that the amounts included in the suspense accounts relating to payments received from debtors, were cleared and correctly allocated to the relevant debtor accounts on a monthly basis, as required by Treasury Regulation 17.1.2.(b). The balances for these accounts, as accounted for in note 15 of the financial statements, amounted to R22,382 million (2008: R16,620 million) at year-end.

The goods re​ceived control account included long-outstanding amounts totaling R4,080 (2008: R8,991 million). These amounts had accumulated as from 2005-06. Had these amounts been properly accounted for, payables would have decreased by R4,080 (2008: R8,991 million), expenses decreased by R3,723 million and accumulated reserves in​creased by R0,357 million. 

Emphasis of matter(s)
The AG drew attention to the following matters on which he did not express a qualified opinion:

Restatement of corresponding figures
As disclosed in note 25 to the financial state​ments, the corresponding figures for 31 March 2008 have been restated as a result of an er​ror discovered during 2009 in the financial state​ments of the GPW at, and for the year ended, 31 March 2008.

Non-compliance with applicable legislation Public Finance Management Act and Treasury Regulations
• The accounting officer did not ensure effective, efficient, economical and transparent use of the resources of the GPW, as required by the PFMA section 38(1)(b).

• The accounting officer did not take effective and appropriate steps to collect all money due to the trading entity, as required by section 38(1)(c)(i) of the PFMA and Treasury Regulation 11.2.(a). 

• The accounting officer did not settle outstanding debts in excess of R31,380 million (2008: R8,980 million) within the prescribed time frame of 30 days, as required by section 38(1)(f) of the PFMA and Treasury Regulation 8.2.3.

• The accounting officer did not implement an ap​propriate accounts receivable system to manage revenue recognition efficiently and effectively, as required by Treasury Regulation 7.2.1. 

Concerns

· The privatisation/ corporatisation of the GPW to improve its effectively has been discussed and debated for over a decade. The GPW continues to be unable to retain the relevant expertise due to uncompetitive wages compared to the private printing sector. What are the obstacles to finalise corporatisation and what has been done to overcome them?
· Internal and permanent Auditing Capacity has been lacking in the GPW and has contributed to 10 years of poor financial performance. 
· The applied usage of the new printing equipment especially a new passport  production line as well as a new facility for them, are also long overdue. Additional budget and the suitable venue from the Department of Public Works have created ongoing delays and obstacles to improving service. What can be done to complete this process and alternatives have been investigated to procure a facility or equipment?
· The GPW was selected by the African Union to print its diplomatic and service passports and thus the entity’s performance has an impact on the image of the country. Does the GPW have the current capacity and infrastructure to expand its current work nationally let alone internationally? 
· Agreements are not in place for GPW customers to pay for printed documents that are not taken due to amendments made by customers after printing.
· The GPW has improved its average turnaround times for printing documents to 80 days from up to 130 days, however this is still not competitive with the private sector.
· The GPW need to offer private sector remuneration levels to retain staff that are rapidly being lost.

Information Services Section Research Unit: Adam Salmon.
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