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Chairperson of the Select Committee, Honourable members, thank you for the opportunity to present to you the Department's Annual Report for 2008 / 09.

This Annual Report affords us the opportunity to account on the performance of the Department pertaining to its mandate and its contributions towards a better life in relation to governments overarching objectives. Moreover, the Annual Report gives effect to the imperatives of accountability and transparency, values that are enshrined in our Constitution, the supreme law and repository of the norms of the nation. As honourable members are aware, it was only in the current financial year (May 2009) when President Zuma announced his new Cabinet and the restructuring of government departments, where in the Department of Minerals and Energy would be split into the Department of Energy and the Department of Mineral Resources. Therefore, the 2008/9 annual report speaks to the performance review of the DME. During our presentation this morning, line function will be presenting on Mineral Resources branches only and support services will present on the combined support for both departments. Heads of branches will present the detailed reports after this overview.

One of the topical subjects for 2008/9 was the global financial crises that South Africa was not immune to. The financial crises dating to 2008 radically slowed down economies and in many cases caused recessions. Mining companies are still experiencing varying levels of difficulty, with some retrenching employees while others have either closed down or been put under administration.

One of the interventions introduced by the department as an attempt to address the impact of the crisis in the mining sector, was the establishment of the Mining Industry Growth, Development and Employment Task Team (MIGDETT). This is the forum that brings together government, the mining industry and labour around the table. Its main purpose is to mitigate the severity of the economic crisis in the mining industry, and present interventions that can be applied over the medium to long term. This has already yielded some positive results, including containing the levels of cumulative retrenchments to below 25 000, contrary to early forecasts of more than 100 000 during the early part of the crisis. MIGDETT has also been able to influence deferment of the Royalty Bill, obtain stakeholder support for the beneficiation strategy, initiate the development of a Mining Development Agency and also sought a commitment from companies to the mining regulatory compliance in its entirety. This intervention has also strengthened relationships among all stakeholders in working together to address the challenge as a collective.

The Mining Charter, which was the first charter to be introduced in the country provides a platform for mining companies to give back to the communities among which they mine. The charter gives effect to the transformation objectives in the mining industry, as outlined with the proclamation of the MPRDA. Honourable members, it has been five (5) years since the promulgation of the MPRDA, and in terms of one of the conditions of the Act, the Mining Charter will be reviewed after five years. The provisions to review the Charter are based on an agreement among all stakeholders. The department started during the year under review with the process of reviewing the Charter. Significant progress has been made towards quantifying the charter's impact.

The Beneficiation strategy launched on the 31st of March 2009 after approval was granted by Cabinet for the strategy to be circulated for broader consultation, addresses the beneficiation of strategic

minerals such as gold, platinum group metals, chrome, Iron ore, manganese and heavy metals. This launch was used as a platform to inform stakeholders on the strategy and seek their inputs. Once all comments are received, they will be incorporated into the strategy and the Beneficiation Strategy Task Team will re-convene to prepare for a Cabinet Memorandum seeking final Cabinet approval for the strategy to be adopted as a policy position for the country.

Small scale mining is one of our contributions to broad-based black economic empowerment. It provides the department with an ideal platform to intervene positively in the second economy and redress

past imbalances. The role of small scale mining in communities is critical as it entails community upliftment, job creation and poverty alleviation. To date, varying levels of success have been attained by the Department in this area. We are currently developing a new approach to maximise the impact of small scale mining, with particular focus on community development.

The past year has marked a shift in how health and safety is dealt with at the mines. The industry has recorded a welcomed 240/0 improvement in fatality levels and a reduction in injuries at work. In October 2007, the President of the country requested a safety audit after a series of major accidents in the mining industry. The Presidential Audit, as it is referred, was conducted during the year under review. In total, 333 high risk mines across the country were audited. Focusing on health and safety at mines, the audit has highlighted the need for mine operators to improve compliance with legal requirements, develop enabling frameworks for prosecution of negligent operators and the building of enforcement capacity.

The Mine Health and Safety Inspectorate will work hard to realise the implementation of the outcomes of the Tripartite Leadership Summit on health and safety at mines and the recommendations from the Presidential Audit Report. All stakeholders in the sector will be encouraged to continue to work together to improve health and safety performance of mines.

Unfortunately, the Mine Health and Safety Inspectorate has continued to experience capacity challenges and constraints. Among the initiatives adopted by the department to address these capacity challenges was a service level agreement signed between ourselves and Wits university to develop a customised training package for inspectors and other units.

FINANCIAL PERFORMANCE

Honourable members I am happy to report that the department's financial performance for the year under view was very good. The figures presented here are inclusive of all programmes that belonged to the Department of Minerals and Energy. The department has maintained the prescribed under spending level of below 4% in the past four years. Of the R3,786 billion allocated to the DME for the 2008/9 financial year, the under spending at year end was only 0,98%. This under spending is mainly attributable to:

	Delays in finalizing projects at year end leading to roll over of budgets


	Vacancies within certain branches


	Delays in transfers due to contractual issues (integrated National Electrification Programme and the Energy Efficiency Demand Side Management programme)


GOVERNANCE AND AUDIT REPORTS

The department has designed the system of internal control to provide cost effective assurance that the department's goals will be economically, effectively, and efficiently achieved.

In line with the PFMA, the International Standards for the Professional Practice of Internal Auditing issued by the Institute of Internal Auditors and the King II Report on Corporate Governance requirements, Internal Audit has provided the Audit Committee and management with assurance that the internal controls are appropriate and effective. This was achieved by means of the Risk Management process review, governance review as well as the identification of corrective actions and suggested enhancements to the controls and processes. From the various reports of the Internal Auditors, the Audit Report on the Annual Financial Statements, and the management report of the Auditor-General, no matters were reported that indicate any material deficiencies and deviations in the system of internal control. The Audit Committee also reviewed the activities of Risk Management within the department and was satisfied with the content and quality of monthly and quarterly reports prepared and issued by the Accounting Officer during the year under review.

Accordingly, we can report that the system of internal control for the period under review was adequate, effective, and efficient.

The Audit Committee reviewed the quarterly reports of internal auditors to ensure the internal audit activity's effectiveness. The Committee was satisfied that the internal audit function is operating effectively and that it has addressed the risks pertinent to the department in its audits.

The Auditor general has indicated that the financial statements present fairly, in all material respects, the financial position of the Department for the year under review. Honourable members I am pleased to report that the department received yet another unqualified audit report for the year under review (4th year in a row).

There were in total ten (10) state owned entities that reported to the Minister of Minerals and Energy, five (5) of which now fall under the Minister of Mineral Resources. All the state owned entities reporting to the Minister of Mineral Resources obtained clean audit reports for the year under review. Whilst the achievements are commendable there were some instances of non compliance noted by the Auditor General and the compliance function of the department is and will be making quarterly follow ups to ensure that action plans are put in place to ensure that these instances are addressed and do not recur in future.

Honourable members, included in the presentation of Corporate Services will be progress that the DME has made to date in the process of splitting the DME into two departments. Our plans are to have two independent departments, running their own regional offices, by 1 April 2010.

THANK YOU

