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Mr P Gordhan, Minister of Finance. | have the honour of submitting the Annual Report
of the National Treasury for the period 1 April 2013 to 31 March 2014.
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MISSION
STATEMENT

We endeavour to advance economic growth,
broadbased empowerment, progressive realisation

of human rights and the elimination of poverty.

VISION

The National Treasury is the custodian of the nation’s financial
resources. We hold ourselves accountable to the nation to discharge
our responsibilities professionally and with humility, with the aim of
promoting growth and prosperity for all.

We aspire to excellence in the quality of our analysis and advice and
in the execution of our financial management responsibilities. We
aim to realise the full potential of South Africa’'s economy and people
and to mobilise the resources of the state, business enterprises and
the wider community in a partnership of trust and mutual respect.

The National Treasury aims to promote economic development,
good governance, social progress and rising living standards
through accountable, economic, efficient, equitable and sustainable
management of South Africa’s public finances.

We endeavour to advance economic growth, broad-based
empowerment, progressive realisation of human rights and the
elimination of poverty. We are responsible for preparing a sound
and sustainable national budget and an equitable division of
resources among the three spheres of government. We strive to
raise fiscal resources equitably and efficiently and to manage the
government’s financial assets and liabilities soundly. We promote
transparency and effective financial management.

VALUES

As custodian of the nation’s financial resources,
the National Treasury acknowledges the
authority of Parliament through whom we are
accountable to the nation. We value teamwork,
sound planning and enthusiasm and strive
continually to improve the quality, accuracy and
reliability of our service delivery.

Our people are our most valued assets. We seek
to be an employer of choice, we invest in the
education and training of our staff, we cultivate a
learning and consultative environment, we make
use of the best available technological support
and we aim to mobilise the full potential of our
people.

In our dealings with the public and with our
colleagues, we act transparently and with
integrity, showing respect and demonstrating
fairness and objectivity. In achieving these
things, we will honour the faith that the South
African public has placed in us.

ANNUAL
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LEGISLATIVE MANDATE

The National Treasury’s mandate is to promote the national
government’s fiscal policy, coordinate macroeconomic policy,
intergovernmental financial and fiscal relations, manage the
preparation of the budget and ensure that revenue and expenditure,
assets and liabilities, public entities and constitutional institutions

are managed in a transparent and effective manner.
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As the political principal of the department, the Minister of Finance regards collaboration with Parliament as vital. Consequently,

National Treasury continued interactions with parliamentary committees during the period under review, including the Standing

Committee on Finance, the Standing Committee on Appropriations, the Select Committee on Finance and Select Committee

on Appropriations. Other committees include the Standing Committee on Public Accounts and all other relevant portfolio

committees in Parliament.

The Parliamentary Service Office (PSO) is at the core of maintaining this relationship. The office is also a vehicle through which

financial policies and pieces of legislation are presented to Parliament for consideration and approval.

During the period under review, the PSO coordinated work processes between policy makers and public representatives.

Information continued to flow between the Ministry through Cabinet to Parliament and vice versa. Other clients of this office

include but are not limited to:

Members of Parliament
Parliamentary committees
Parliamentary administrative staff
Civil society institutions
Members of the public.

The PSO also maintains collegial and cooperative relationships on behalf of the Ministry with political structures as well as offices

of the Presiding Officers, the Secretary to Parliament and the Leader of Government Business.

ANNUAL
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LEGISLATION ENACTED

1. Division of Revenue Act, (Act No. 2 of 2013)
Bill enacted: Division of Revenue Bill [B 2 — 2013]
English text signed by President. Assented to 7 June 2013
Published in Government Gazette No. 36555, 10 June 2013

2. Appropriation Act, (Act No. 9 of 2013)
Bill enacted: Appropriation Bill [B 1 —2013]
English text signed by the President. Assented to 7 July 2013
Published in Government Gazette No. 36692, date 22 July 2013

3. Banks Amendment Act (Act No. 22 of 2013)
Bill enacted: Banks Amendment Bill [B 43 — 2012]
English text signed by the President.

Assented to 9 December 2013
Published in Government Gazette No. 37144,
dated 10 December 2013

4. Rates and Monetary Amounts and Amendment of
Revenue Laws Act, (Act No. 23 of 2013)

Bill enacted: Rates and Monetary Amounts and Amendment of

Revenue Laws Bill [B12 - 2013]

English text signed by the President.
Assented to 28 November 2013

Published in Government Gazette No. 37104,
dated 2 December 2013

5. Employment Tax Incentive Act (Act No. 26 of 2013)
Bill enacted: Employment Tax Incentive Bill [B 46 — 2013]
English text signed by the President.

Assented to 17 December 2013
Published in Government Gazette No. 37185,
dated 18 December 2013

6. Adjustments Appropriation Act, (Act No. 27 of 2013)
Bill enacted: Adjustments Appropriation Bill [B37 - 2013]
English text signed by the President.

Assented to 9 December 2013
Published in Government Gazette No. 37147,
dated 10 December 2013

7. Division of Revenue Amendment Act, (Act No. 29 of 2013)
Bill enacted: Division of Revenue Amendment Bill [B 38 - 2013]

English text signed by the President.
Assented to 28 November 2013

Published in Government Gazette No. 37105,
dated 2 December 2013

Taxation Laws Amendment Act, (Act No. 31 of 2013)
Bill enacted: Taxation Laws Amendment Bill [B 39 — 2013]
English text signed by the President.

Assented to 11 December 2013
Published in Government Gazette No. 37158,
dated 12 December 2013

Merchant Shipping (International Oil Pollution
Compensation Fund) Administration Act
(Act No. 35 0f 2013)
Bill enacted: Merchant Shipping (International Oil Pollution
Compensation Fund) Administration Bill [B19 — 2013]
English text signed by the President.
Assented to 14 December 2013
Published in Government Gazette No. 37174,
dated 18 December 2013

10. Merchant Shipping (International Qil Pollution

Compensation Fund) Contributions Act
(Act No. 36 of 2013)
Bill enacted: Merchant Shipping (International Oil Pollution
Compensation Fund) Contributions Bill [B41 — 2013]
English text signed by the President.
Assented to 21 December 2013
Published in Government Gazette No. 37219,
dated 8 January 2014

11. Tax Administration Laws Amendment Act (Act No. 39 of 2013)

Bill enacted: Tax Administration Laws Amendment Bill
[B39-2013]

English text signed by the President.

Assented to 14 January 2014

Published in Government Gazette No. 37236,

dated 16 January 2014

12. Financial Services Laws General Amendment Act

(Act No. 45 of 2013)
Bill enacted: Financial Services Laws General Amendment Bill
[B29-2012]
English text signed by the President.
Assented to 14 January 2014
Published in Government Gazette No. 37237,
dated 16 January 2014
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THE MINISTRY

PRAVIN GORDHAN
Minister of Finance

The Minister of Finance is the political head of the specialised
public sector organisations in the areas of finance, financial
regulation, economics and accounting. Under the
leadership of Minister Pravin Gordhan and Deputy Minister
Nhlanhla Nene, the Ministry provided guidance during the
reporting period that ensured high levels of consistent
service delivery.

South Africa has the most well-developed and transparent
budget process when measured against 94 countries, including
developed economies. Notwithstanding this, the National
Treasury continues to improve the quality of the information
presented in the Budget. This assists entities responsible for
overseeing the management and spending of public funds to

achieve better accountability.
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NHLANHLA NENE
Deputy Minister of Finance

South Africa entered the global crisis with a range of challenges
including inadequate infrastructure, poverty, inequality,
structural unemployment and a slow pace of transformation.
Tackling these requires a new momentum so we can build on
the successes of the past. The accelerated implementation of
the National Development Plan is a priority and will enable the
country to realise its development objectives.

The world is yet to recover fully from the effects of the global
financial crisis and South Africa is no different. Even though
our economy has underperformed, we have maintained a
sound fiscal position. However, the fiscal space that supported
the economy has narrowed and this implies the need to take
difficult decisions and learn to do more with less.
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International visits undertaken by the Minister of Finance,
Pravin Gordhan, during the 2013/14 financial year:

DATE

COUNTRY

1 APRIL - 31 DECEMBER 2013

REASON

18-19 April 2013

Washington DC, USA

G20 Finance Ministers Meetings

19-21 April 2013

Washington DC, USA

IMF/WB Spring Meetings

29 April - 4 May 2013

London ,UK

Times CEO Africa Summit & Oxford University Africa Society

28 -29 May 2013

Paris, France

OECD MCM Meetings

30-31 May 2013

Marrakesh, Morocco

AFDB Annual meetings

19-20 July 2013

Moscow, Russia

G20 Finance Ministers meetings

14 -15 August 2013

Lilongwe, Malawi

SADC Council of Ministers

05 - 06 September 2013

St Petersburg

G20 Leaders' Summit

15-17 September 2013 | London, UK UK Working Visit with DP
06 October 2013 London, UK RMB London Working Visit
07 October 2013 London, UK Innova BRICS

09 - 11 October 2013

Washington DC, USA

G20 Finance Ministers Meeting

11 - 13 October 2013

Washington DC, USA

IMF/WB Annual Meetings

1 JANUARY - 31 MARCH 2014

22-25 January 2014

Davos Switzerland

World Economic Forum (WEF)

28-31 March 2014

Abuja, Nigeria

Joint Annual AU Conference of Ministers of Economy and Finance & ECA Conference

of African Ministers of Finance in Abuja, Nigeria

International visits undertaken by the Deputy Minister of Finance,
Nhlanhla Nene, during the 2013/14 financial year:

DATE

COUNTRY

1 APRIL - 31 DECEMBER 2013

REASON

10-12 April 2013

Gaborone, Botswana

29th Southern African Customs Union Council of Ministers and fourth Summit of
Heads of State and Government

21-24 April 2013

Massachusetts, Boston, USA

Harvard-African Development Bank Ministerial Forum on Health Finance

16-17 May 2013

Maputo, Mozambique

Southern African Development Community meetings

30 May - 05 June 2013

Yokohama, Japan

Working state visit and the fifth Tokyo International Conference on African
Development (Ticad-V) Summit

27 -28 June 2013

Windhoek, Namibia

The 30th Southern African Customs Union Council of Ministers meeting

20-22 August 2013

Khartoum, Sudan

The International Monetary Fund / World Bank African Caucus meeting

09 - 10 October 2013

Washington, DC, USA

The South Africa Tomorrow Conference hosted by UBS in collaboration with the
Johannesburg Stock Exchange

10 - 13 October 2013

Washington, DC, USA

International Monetary Fund / World Bank annual meetings

16 - 21 November 2013

Mumbai, India

The African National Congress Progressive Business Forum South African trade delegation

03 - 05 December 2013

Brussels, Belgium

The African, Caribbean and Pacific National Authorising Officers meeting to discuss
the 11th European Development Fund of The European Commission

1 JANUARY - 31 MARCH 2014

22 - 23 February 2014

Sydney, Australia

G20 finance ministers and central bank governors' meeting

23 -28 March 2014

Seoul, Korea

The African National Congress Progressive Business Forum South African trade
delegation

ANNUAL
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PUBLIC ENTITIES REPORTING

TO THE MINISTER

Fifteen entities report to the Minister of Finance through
governance arrangements that give them autonomy but
also enable them to align their strategies with government
policy. Six of these entities - the South African Revenue Service
(SARS), the Financial Intelligence Centre (FIC), the Accounting
Standards Board (ASB), the Co-operative Banks Development
Agency (CBDA), the Financial and Fiscal Commission (FFC) and
the Independent Regulatory Board for Auditors (IRBA) - receive
transfers from the National Treasury.

The remaining eight generate their own revenue - the
Financial Services Board (FSB), the Financial Advisory and

SOUTH AFRICAN REVENUE SERVICE (SARS)

(Schedule 3A: National public entity)

Intermediary Services Ombud (FAIS Ombud), the Office of the
Pension Fund Adjudicator (OPFA), the Government Pensions
Administration Agency (GPAA), Government Employees
Pension Fund (GEPF) the Development Bank of Southern
Africa (DBSA), the Public Investment Corporation (PIC), the
Land Bank and the South African Special Risk Insurance
Association (SASRIA).

Each entity develops and reports on its own strategic plan. The
commentary below on the performance of the fifteen entities
describes the broad approach of each and how its work relates
to the National Treasury’s strategic goals.

YV SARS

At Your Service

The mandate of the SARS in terms of the South African
Revenue Service Act (1997) is to collect all revenue due to the
state, and to support government in meeting its key growth
and developmental objectives by facilitating legitimate trade,
monitoring South African ports of entry and eliminating
illegal trade and tax evasion. The organisation is responsible
for ensuring maximum compliance with tax and customs
legislation and providing a customs service that maximises
revenue collection, protects South Africa’s borders and facilitates
trade. The organisation’s goals include:

increased customs compliance

increased tax compliance

deployment of officers to reach all current and potential taxpayers

improving the ease and fairness with which it conducts its

business

improving the cost effectiveness and efficiency of its operations

implementing outreach and education and other

compliance activities

developing and procuring mobile registration kits to

facilitate the registration of new taxpayers.

SARS collected R899.9 billion, which is R0.9 billion above the
revised MTBPS estimate of R899 billion, in the 2013/14 financial
year. Tax revenues grew and exceeded the previous year's
revenue collections of R814.1 billion by R85.7 billion. The main
contributors to revenue collection were:
Personal Income Tax (PIT). Total collections were
R310.9 billion, which were R778 million (0.3 per cent)
above the revised estimate in the 2013/14 budget of
R309.7 billion. This was R34.2 billion higher than the
R276.7 billion outcome of the previous financial year.
Corporate Income Tax (CIT). Total collections were
R179.9 billion. This was R1.2 billion (0.7 per cent) above
the revised estimate in the 2013/14 budget of R178.7
billion, which was in turn R19 billion higher than the
R160.9 billion outcome of the previous financial year.
Value Added Tax (VAT). Total collections were R237.8 billion.
This was R1.5 billion (0.7 per cent) lower than the revised
estimate in the 2013/14 budget of R239.3 billion, which was
in turn R22.8 billion higher than the R215 billion outcome of
the previous financial year.

ANNUAL
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The FIC was established by the Financial Intelligence Centre
Act (2001) and began operations in 2003. The act mandates
the Centre to identify the proceeds of unlawful activities,
combat money laundering activities, combat the financing
of terrorist and related activities, exchange information with
law enforcement and other local and international agencies,
supervise and enforce compliance with the act, and facilitate
effective supervision and enforcement by supervisory bodies.
To deliver on this mandate and protect the integrity of South
Africa’s financial system, the act works in conjunction with
other legislation, which includes the Prevention of Organised
Crime Act (1998), the Protection of Constitutional Democracy
Against Terrorist and Related Activities Act (2004) and the
South African Police Service Act (1995).

The FIC's achievements in the reporting year included:

A 34 per cent increase in financial intelligence products
generated, from 1 741 in 2011/12 to 2 328 in 2012/13, for
use by law enforcement, investigative and intelligence
agencies and other stakeholders in the criminal justice
system, domestically and abroad.

- 292 compliance inspection reports issued and 72 joint
inspections conducted with supervisory bodies in
sectors including trust companies, gambling institutions,
Krugerrand dealers, motor vehicle dealers and estate agents.

« 40 compliance awareness sessions held and 12 notices
issued to boost registration of financial service providers,
estate agents and attorneys.

+An increase in the number of institutions registered in
accordance with the FIC Act from 14 054 in 2011/12 to 21
866; this broadened the compliance base by 55.6 per cent.

« Provision of technical advice to Namibia’s Financial
Intelligence Unit.

« Leading the South African delegation’s participation in the
review of global standards on anti-money laundering and
counter-terrorism financing, and in engagements with the
Financial Action Task Force (FATF), an inter-governmental
organisation with more than 30 members worldwide.

Over the medium term, the spending focus will be on
strengthening its cooperation with partner agencies
nationally and internationally, and improving the level of
compliance with the Financial Intelligence Centre Act (2001).
This includes working with and leading the Eastern and
Southern Africa Anti-money Laundering Group. The Centre
will also continue working with local partner agencies such
as SARS on the border and ports projects for controlling the
movements of goods and people across the country; and the
South African Police Service to prevent crimes such as the
distribution of narcotics, the production and smuggling of
counterfeit goods, the illegal movement of natural resources,
the trafficking of people, and fraud and commercial
crimes, including money laundering. This will lead to more
accountability by reporting institutions registered in terms of
the Financial Intelligence Centre Act (2001), from 22 959 in
2013/14 to more than 25 000 in 2016/17.



ACCOUNTING STANDARDS BOARD (ASB)

(Schedule 3A: National public entity)

The ASB's legislative mandate is to develop standards of generally
recognized accounting practice for all spheres of government
in terms of section 216(1) (a) of the Constitution and the Public
Finance Management Act (1999). A further function of the Board
is to promote transparency and the effective management of
the revenue, expenditure, assets and liabilities of the entities
to which the standards apply. The Board contributes to all the
presidential outcomes, but in particular to the achievement
of a responsive, accountable, effective and efficient local
government system (Outcome 9), and an efficient, effective and
development oriented public service (Outcome 12).

Activities in 2013/14 included the following:
issued 4 local exposure drafts and 5 international exposure
drafts were issued concurrently with the International

National Treasury Annual Report 2013/14 1 3

ASB

Accounting Standarts Board

Public Sector Accounting Standards Board (IPSASB).
submitted 2 new standards to the Minister for approval,
attended 1 IPSASB meeting and submitted 2 comment
letters on the international standards of GRAP.

held 59 stakeholder outreach meetings to consult on
discussion papers and exposure drafts issued for comments.
a total of 290 workshops on financial education were
presented in the 2013/14 financial year.

The ASB's strategic goals for the coming four years are to
continue to be committed to serving the public interest;
respect and encourage input from all its stakeholders; bring
objectivity to the consideration of issues; respect the ability
of its stakeholders to exercise professional judgment; and
commit to timely responses to stakeholder needs.

ANNUAL
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CO-OPERATIVE BANKS DEVELOPMENT

AGENCY (CBDA)

(Schedule 3A: National public entity)

N
CO-OPERATIVE
BANKS DEVELOPMENT AGENCY

The CBDA was established in terms of the Cooperative
Banks Act (2007). The Agency’s mandate is to create a strong
and vibrant cooperative banking sector. Its overarching
objectives are to support, promote and develop cooperative
banking, and to register, supervise and regulate deposit
taking financial services cooperatives, savings and credit
cooperatives, community banks and village banks as
cooperative banks.

The CBDA's achievements during 2013/14 included:

- Cooperative financial institution managers and board
members trained increased from 20 in 2011/12 to 60 in
2013/14.Three sets of training materials were developed.

- Establishing the Stabilisation Fund Committee consisting
of members from the South African Reserve Bank (SARB),
the Department of Trade and Industry (DTI), National
Treasury and the CBDA to deal with the issues affecting the
cooperative financial institutions (CFls).

« Completing a self-assessment on the CBDA's effectiveness
as a supervisory unit against the Basel core principles for
effective banking supervision of microfinance institutions.

ANNUAL

« Successful hosting of the CFl annual indaba. This provided

a platform for CFls to learn, share information and network,
building a sustainable and vibrant sector.

The Agency's strategic goals are to facilitate, promote
and fund the education and training of cooperative bank
personnel; improve the institutional safety and soundness of
existing cooperative financial institutions and of the financial
stability of the sector as a whole; consolidate the cooperative
financial institutions sector by managing the growth in their
registration; address failing institutions to ensure improved
compliance with the banking regulations; obtain legislative
approval for the repeal of the South African Micro-Finance
Apex Fund exemption notice and for moving those powers
to the Agency; assist representative bodies in improving their
leadership, management and operational capabilities; establish
sector specific learning programmes with universities, colleges
and support organisations; facilitate the establishment of an
ICT enabled environment for institutions, with linkages to the
national payment system; and establish a depositor’s insurance
fund, to cover the losses of depositors.



FINANCIAL AND FISCAL COMMISSION (FFC)

(Schedule 3A: National public entity)

The FFC derives its legislative mandate, which is to advise
the relevant legislative authorities on the financial and fiscal
requirements for the three spheres of government in terms of
section 220 of the Constitution, from the Financial and Fiscal
Commission Act (1997). Other legislation that informs its
mandate includes the Intergovernmental Fiscal Relations Act
(1997), the Money Bills Amendment Procedure and Related
Matters Act (2009), the Provincial Tax Regulation Process Act
(2001), the Municipal Fiscal Powers and Functions Act (2007),
the Borrowing Powers of Provincial Government Act (1995), the
Municipal Finance Management Act (2003) and the Municipal
Systems Act (2003).

In2013/14, the FFC successfully conducted research, published
findings and briefed, advised and participated in Parliament
and other spheres of government. This involved the following:
One parliamentary briefing was held on the 2013 Medium
Term Budget Policy Statement (MTBPS).
44 legislature and government briefings were conducted
additional to the target of two briefings per quarter due to
increasing stakeholder demand for FFC services.
Nine briefings were conducted on the 2014/15
recommendations for the division of revenue for provincial
legislatures.
In support of the advancement of intergovernmental fiscal
relations, the Commission published 16 working papers or
technical reports and several peer-reviewed publications
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in accredited journals.

The Commission presented the 2015/16 annual submission
for division of revenue and the Division of Revenue Bill.
The Commission conducted two parliamentary briefings
on the 2014 Appropriations Bill.

The Commission’s overarching goal is to provide proactive,
expert and independent advice on promoting a sustainable and
equitable system of intergovernmental fiscal relations through
the formulation and collation of policy relevant analysis.

Its work is aligned with government’s 12 Outcomes and other
developmental priorities, including the reduction of poverty,
the promotion of economic and social development, and the
protection of the environment.

The Commission’s strategic goals over the medium term are to
contribute to a sustainable and equitable intergovernmental
relations system; foster a strategic approach that is oriented
towards the future and shows foresight; provide sound and
informed policy advice that is evidence based and that results
from comprehensive engagement; generate relevant and
valuable knowledge that enhances developmental impact,
using internal and external resources as required; nurture a
dynamic and productive organisational culture; and achieve
balance in relation to present and future demands, leading to
effective performance within resource constraints.

ANNUAL
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INDEPENDENT REGULATORY BOARD

FOR AUDITORS (IRBA)

v
irba

INDEPENDENT REGULAT@RY B@ARD FOR AUBIT

(Schedule 3A: National public entity)

The IRBA was established under the Auditing Profession Act
(2005) and became operational in April 2006. The Board is
mandated to protect the public that relies on the services
of registered auditors, and to provide support to registered
auditors. It is required to ensure that only suitably qualified
individuals are admitted to the auditing profession and that
registered auditors deliver services of the highest quality and
adhere to the highest ethical standards.

The Board’s mandate is being expanded to cover two more
areas. The first is in relation to the DTI's amendments to the
Broad Based Black Economic Empowerment Act (2003)
that will transfer the regulation of the black economic
empowerment verification industry from the South African
national accreditation system to the Board. The second is that
the Board is set to be the statutory body, recognised by SARS,
with which tax practitioners are obliged to register.

The IRBA's achievements during 2013/14 included:

ANNUAL

Developing and issuing new audit pronouncements as
required by the Committee for Auditing Standards (CFAS).
Processing 97 per cent of irregularities reports received
from registered auditors within 40 days.

Completing 383 inspections in accordance with the IRBA
inspection plan.

Monitoring the programmes and institutional requirements
of accredited professional bodies, and submitting reports
as required.

Having achieved first position in the world for the strength
of auditing and reporting standards, the IRBA will continue
to serve on relevant international structures where it can
influence standards and regulation, while responding to the
needs of local stakeholders and the profession. The IRBA will
continue to engage with other regulators and standard setters
on the African continent, to support them in strengthening
governance practices and reliable reporting through robust
audit and ethics standards and independent audit regulation.
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FINANCIAL SERVICES BOARD (FSB)

(Schedule 3A: National public entity)

The FSB is an independent institution established by statute
to oversee the South African non-banking financial services
industry in the public interest.

The Board's legislative mandate is primarily derived from
the Financial Services Board Act (1990) which requires it
to supervise and enforce compliance with laws regulating
financial institutions and the provision of financial services; to
advise the Minister of Finance on matters concerning financial
institutions and financial services; to promote the programmes
and initiatives of financial institutions and bodies representing
the financial services industry; and to inform and educate users
and potential users about financial products and services.

Achievements in 2013/14 included:

« Embedding the TCF principles into current market conduct
regulatory frameworks and supervisory approaches. This
was in preparation for the shift to a dedicated market
conduct mandate in the pending Twin Peaks model of
financial sector regulation, under which the TCF approach
will underpin the new Market Conduct Authority's
approach to conduct supervision.

- Establishment of the Twin Peaks Implementation Steering
Committee (TPISC), mandated to give effect to the FSB's
approach to the implementation of the Twin Peaks model
of regulation.

+ In consultation with the National Treasury, progress
was made on key strategic regulatory policy projects
informed by the TCF principles. These include the reviews
of consumer credit insurance and retail distribution,
retirement reform proposals, preparation of the micro-
insurance policy framework and an enhancement of the
financial services ombud model.

- A total of 290 workshops on financial education were
presented in the 2013/14 financial year.

The FSB's main strategic goal over the medium term is to
supervise and regulate the non-banking financial services
industry in the areas of long term and short term insurance,
retirement funds and friendly societies, financial service
providers, collective investment schemes, and capital markets.
The board will also decide on future regulatory initiatives
involving the implementation of G20 commitments.
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FINANCIAL ADVISORY AND INTERMEDIARY

SERVICES OMBUD (FAIS OMBUD)

%HIS

(Schedule 3A: National public entity)

The legislative mandate of the FAIS Ombud is stated in the
Financial Advisory and Intermediary Services Act (2002),
under which the organisation is established. The act gives
the Ombud the statutory powers to consider and dispose of
complaints against financial services providers, primarily the
60 intermediaries selling investment products. The Ombud
is required to process the complaints in a procedurally fair,
informal, economical and expeditious way.

During the 2013/14 financial year, the Ombud's office received
9 439 complaints, a decrease of 5 per cent from the previous
year. Of these, 7 587 were resolved within the same year. The
quantum of cases settled and determined decreased from
R51.1 million in 2012/13 to R30.5 million. There was also a
decrease in the number of justiciable complaints received.
In addition to providing assistance to members of the public
through an expeditious dispute resolution process, the office

OFFICE OF THE PENSION FUNDS

ADJUDICATOR (OPFA)

(Schedule 3A: National public entity)

The mandate of the OPFA is to investigate and determine
complaints lodged in terms of the Pension Funds Act (1956).
The mandate of the Office became effective in January 1998.
In order to deliver on its mandate, it is required to ensure a
procedurally fair, economical and expeditious resolution of
complaints in terms of the act by ensuring that its services are
accessible to all; to investigate complaints in a procedurally
fair manner; reaching a just and expeditious resolution in
accordance with the law; to incorporate innovation and
proactive thought and action in its activities; and to support,
encourage and provide opportunities for individual growth.
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of the FAIS Ombud assists consumers who have fallen victim
to fraudulent financial schemes perpetrated by unscrupulous
financial service providers. The office of the FAIS Ombud has
become inundated with an increasing number of complaints
arising from fraudulent investment schemes that have
collapsed, chief amongst which have been those relating to
property syndication.

The Ombud’s strategic goals over the medium term are to
serve customers by achieving excellent levels of customer
satisfaction; facilitate the communication process with
stakeholders to enhance performance, accountability and
public confidence; and to ensure long term sustainability by
strengthening the office’s organisational capacity to deliver
on its mandate in an economically efficient and effective

manner, in accordance with the relevant regulatory

oA

framework.

Pension Funds Adjudicator

The Office has jurisdiction only over funds that are registered under
the Pension Funds Act (1956). Its strategic goals over the medium
term are to tackle complaints received; achieve operational
excellence and maintain effective stakeholder relationships.

During the 2013/14 financial year, the OPFA received 5
405 new complaints, 4.7 per cent higher than the number
received in 2012/13.The New Complaints Unit finalised 2 882
complaints, the Adjudication Unit 3 646, and the Conciliation
Unit 115. The OPFA's determinations continued to enjoy
coverage in the media.
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the gpaa

ADMINISTRATION AGENCY (GPAA) i) R

REPUBLIC OF SOUTH AFRICA

(Schedule 3A: National public entity)

The GPAA provides pensions administration services to
the Government Employees Pension Fund in terms of
the Government Employees Pension Fund Act (1996),
the Temporary Employees Pension Fund Act (1979), the
Associated Institutions Pension Fund Act (1963), the post-
retirement medical subsidies as provided for and regulated by
Public Service Coordinating Bargaining Council resolutions,
military pensions in terms of the Military Pensions Act (1976),
injury on duty payments in terms of the Compensation for
Occupational Injuries and Diseases Act (1993), and special
pensions in terms of the Special Pensions Act (1996). The
Agency also provides pensions administration services on
behalf of the National Treasury. It is mandated to ensure that
benefits are paid on time, maintain accurate information on
benefits paid and payable pension benefits, communicate
with  members, and build relationships with employer
government departments.

In 2013/14 the Agency’s modernisation programme
accelerated the use of eChannel (online submission of
exit documentation), which has resulted in a reduction of
payment turnaround time. Currently employers representing

81 per cent of membership have adopted eChannel. Mobile
units have been deployed to all provinces resulting in better
clientaccess to servicesin rural areas. The Retirement Member
Campaign (RMC) has resulted in a reduction in turnaround
time for exit payments.

With GEPF membership levelling off at 1 276 753 for the
013/14 financial year, GPAA collected just under 1.3 million

contributions of approximately R13.1 billion, with an

outstanding balance of R96.2 million in the fourth quarter.

The Agency's overarching goal is to achieve greater client
satisfaction through improved service delivery, and through
service level agreements drawn up to monitor service delivery
targets for administering the processing and paying of
benefits, including the improvement of turnaround times. The
Agency’s strategic goals over the medium term are to ensure
that customers and clients are satisfied; modernise benefit
administration to improve efficiency; ensure that employees
are satisfied, efficient and effective; transform the agency’s
operational effectiveness by modernising systems and build
mutually beneficial partnerships with employer departments.

GOVERNMENT EMPLOYEES PENSION S

& GEPF

PENSION FUND (GEPF)

your investment, your future

(Juristic Entity, governed by the Government Employees Pensions Law of 1996)

The GEPF is a defined-benefit fund that provides members
with retirement, resignation, disability and death benefits. Its
mandate is to make provision for the payment of pensions
and certain benefits to persons in the employ of government,
certain bodies and institutions, and to the dependants
or nominees of such persons; and to provide for matters
incidental thereto.

The GEPF accounts for the majority of the PIC's assets under

management which amount to about R1 trillion rand. It
has recently expanded the PIC's mandate to enable the
corporation to make investments on the African continent as
well as offshore.

The Government Pension Administration Agency (GPAA)
provides the GEPF with administration services. These include
admitting new members, collecting contributions, maintaining
beneficiaries, and processing member benefits.
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DEVELOPMENT BANK

OF SOUTHERN AFRICA (DBSA)

(Schedule 2A: Major public entity)

The DBSA's purpose is to promote sustainable economic
development and growth, human resource development
and institutional capacity building by mobilising financial
and other resources from the public and private sectors,
locally and abroad, for sustainable development projects and
programmes in South Africa and the Southern African region.
Progress in terms of key objectives in the 2013/14 financial
year included:
The Bank remains in a stable financial position with an
impressive financial performance resulting in net profit of
R822 million for the financial year, recovering from a net
loss of R826 million in the previous financial year.
Total assets grew by 183 per cent, from R53.9 billion to
R63.8 billion.
28 projects to the value of R13.5 billion were approved
whilst total commitments amounted to R11.9 billion.
Total infrastructure disbursements of R12.7 billion (target:
R11 billion) supporting a total of 116 projects (of which 90
per cent were South African) were made. This is a record

PUBLIC INVESTMENT

CORPORATION LIMITED (PIC)

(Schedule 3B: National government business enterprise)

=

DBSA

Development Bank
of Southern Africa

level since the 2008/09 financial year.

R1.6 billion was disbursed to support 25 municipal projects
in South Africa.

The Bank continued to focus its efforts on the priority
infrastructure sectors of energy, water, transport and ICT,
with R10.6 billion disbursed to these sectors.

To date an amount of R260.6 million has been disbursed
on project preparation activities, of which R30 million was
from DBSA, R6.6 million from DBSA’s partners, Agence
Francaise de Développement (AFD) (Project Preparation
Feasibility Study) and R224 million from the South African
Government in respect of IPPs and the National Health
PPP programme.

As part of the Accelerated Schools Infrastructure Delivery
Programme, 49 schools in phase 1 were completed. For phase
2, 18 schools out of 22 of tranche 1 were in construction as at
31 March 2014. Implementation of the construction of the 50
schools of tranche 2 will gain traction in the new financial year.

),

PUBLIC INVESTMENT
CORPORATION

The PIC manages funds on behalf of a number of state-related
institutions, the largest being the Government Employee
Pension Fund (GEPF), which accounts for approximately 89%
of the PIC's assets under management (AuM). Other clients of
the PIC include the Unemployment Insurance Fund (UIF), the
Associated Institutions Pension Fund (AIPF), the Compensation
Commissioner (CC), the Pension Fund (PF), the Compensation
Fund (CF) and the Guardian’s Fund.

The PIC's total investment portfolio amounts to approximately
R1.404 trillion (as at 31 March 2014), most of which is invested
in listed bonds and equities. Developmental investments are
provided for under the Isibaya Fund. The Isibaya Fund provides
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finance for projects that are able to generate good financial
returns while supporting positive, long term, economic, social
and environmental outcomes for the country.

As at 31 March 2013 approximately R63 billion was earmarked
for developmental investments through the Isibaya Fund.
These will take place in four investment areas: economic
infrastructure; social infrastructure; priority sectors and SME
development; and environmental sustainability.

According to the PIC's unaudited draft annual report, during
2013/14 it managed to grow group revenue by 68 per cent
from R482.4 million in 2012/13 to R808.8 million in 2013/14.
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LAND AND AGRICULTURAL DEVELOPMENT

BANK OF SOUTH AFRICA (LAND BANK)

(Schedule 3B: National government business enterprise)

The Land Bank's mandate is expressed in the Land and
Agriculture Development Bank Act (2002). It is aligned with
government’s developmental objectives which are aimed
at promoting, amongst others, rural development and job
creation; provision of food security; equitable ownership of
agricultural land, in particular by historically disadvantaged
people; agrarian reform, land redistribution and development
programmes aimed at historically disadvantaged individuals;
land access for agricultural purposes; and agricultural
entrepreneurship.

Progress in terms of key objectives in the 2013/14 financial

year included:

+  The Bank disbursed R267.2 million to retail emerging
market clients and R1.8 billion under its development
programme.

+  The Bank’s capital and reserves increased by 9 per cent to
R6.1 billion (2012: R5.6 billion) and its asset base increased
by 21 per cent to R30.8 billion (2012: R25.4 billion).

==

LAND BANK
We stand by you

The gross loan book also increased by 25 per cent
(R5.4 billion) to R26.9 billion (2012: R21.6 billion).

- The Bankrecorded a profit of R304.6 million which is 89 per
cent higher than the R161 million profit generated in the
2012/13 financial year.

- The Bank's cost-to-income ratio slightly reduced from 72 per
centin 2012 to 70 per cent at the 2012/13 financial year end.
The Bank’s non-performing loans (NPL) reduced by 10%
to R652 million (2012: R724 million), constituting 2.4 per
cent of the entire loan book.

The Bank's focus over the next three years will be on financing
emerging farmers; growing the investment portfolio and
delivering better performance from investments; promoting
equitable ownership of agricultural land, particularly through
increasing ownership of agricultural land by historically
disadvantaged persons; and agrarian reform through land
redistribution and development programmes aimed at
historically disadvantaged individuals.
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SOUTH AFRICAN SPECIAL RISK INSURANCE (

ASSOCIATION (SASRIA) SOC LIMITED

Sas

covering thel

(Schedule 3B: National government business enterprise)

SASRIA is a short-term insurance company that provides

coverage for damage caused by special risks such as politically

motivated malicious acts, riots, strikes, terrorism and public

disorders as well as losses in respect of mortgage loans.

Progress and activities in 2013/14 (according to the unaudited

draft 2013/14 annual financial results) included the following:

« Gross written premium (GWP) income growth increased
to R1.4 billion from R1.2 billion in 2012/13, a 13.2 per
cent increase.

+ Net investment income increased to R442 million in
2013/14, representing an 8.8 per cent increase.

« SASRIA's capital and solvency positions remain strong.
Shareholders' equity increased to R4.7 billion as at 31
March 2014.
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A dividend of R107 million was declared and paid to the
shareholder during the year under review.

SASRIA's strategic objectives over the next five years will,
amongst others, include continued growth in sustainable
revenue; adherence to the regulatory environment by
proactively managing compliance; provision of superior
customer services by focusing on customer-centricity,
thus reducing the number of insurance claims; attraction,
retention and development of skills which will support
SASRIA's aspirations by focusing on people’s capacity
and capabilities; and creation of a trusted brand through
emphasis on brand development.
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MINISTER'S STATEMENT

ON POLICY AND COMMITMENT

PRAVIN GORDHAN
Minister of Finance

As the custodian of the nation’s financial resources, the National
Treasury aims to promote economic growth and development,
sound governance, social progress and continuous
improvement in the standard of living of all South Africans.

The National Development Plan (NDP) lists the elements of a
decent standard of living as including the following:
Income, through employment or social security
Adequate nutrition
Transport to get to work
Safe communities and clean neighbourhoods.

These elements require action from individuals, government,
communities and the private sector. The NDP makes a firm
commitment to achieving a minimum standard of living which
can be progressively realised through a multi-pronged strategy.
To achieve this minimum standard of living, South Africans will
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The NDP makes

a firm commitment to
achieving a minimum
standard of living which
can be progressively
realised through a
multi-pronged strateqy.
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require a basic set of capabilities, the most important of which
are education, skills and the opportunity to work.

These themes find practical expression in the work of the
National Treasury and will continue to inform public policy and
contribute to better planning and programme implementation
in the years ahead. It is these themes that frame the day-to-day
work of National Treasury through its activities that promote
national government’s fiscal policy, coordinate macroeconomic
policy, manage the budget process and ensure transparency and
effective management of government revenues and expenditure.

Ahealthy fiscal position - an outcome of the effective management
of the resources generated by higher economic growth and better
tax compliance in the 2000s - enabled government to maintain
social and economic spending programmes despite the decline in
revenue as a result of the 2009 global recession.



South Africa’s budget policy framework is guided by the
challenges of growth, job creation and poverty reduction.
However, development is not just the pursuit of faster growth;
it is also about creating a more equitable future. As South
Africa negotiates its way through the present global transition,
we must shift the balance of opportunity towards those for
whom work, regular income, decent shelter and adequate
nutrition are still only aspirations.

Expanding the construction of economic and social
infrastructure,  enhancing economic  competitiveness,
moderating remuneration and consumption for the better-
off, sustaining investment in people and skills, supporting
rural development and job creation are among the levers of

economic change at our disposal.

To pave the way for accelerated economic progress over the
next 20 years, South Africa needs to make tough decisions.
Any solution must tackle the problem comprehensively and
deal with each of the features of our legacy and our current

challenges.

To accelerate economic progress, the NDP proposes, amongst

others, the following steps:
Increasing exports while taking steps to prevent excessive
overvaluation of the currency

«  Improving skills development
Breaking the disincentive to hire young, unskilled work
seekers by incentivising their employment

+ Using fiscal policy to raise savings and investment and to
reduce consumption

« Taking measures to increase competition in regulated
sectors, or broadening price regulation in sectors that are
natural monopolies

« Lowering the cost of transport and logistics and investing
in remedies which address spatial divides

- Strengthening the social wage to raise the living standards
of those out of work or in low paying jobs.

To achieve a more competitive and diversified economy, the
NDP identifies three strategic interventions to underpin this
process: 1) raising levels of investment; 2) improving skills and

human-capital formation; and 3) increasing net exports.
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Success on these three fronts will lead to rising employment,
increased productivity, improved living standards and a decline
in inequality. Rising rates of investment will be achieved initially

through state spending on infrastructure and “crowding in’

private-sector investment.

The NDP provides a broad strategic framework for putting the
economy and society on a new trajectory. It recognises that
ours is a youthful, urbanising society and that this presents
opportunities for growth and development. It sets out a wide
range of actions needed to boost growth, eliminate poverty
and reduce inequality, beginning with an approach to change
that focuses on enhanced capabilities and an active citizenry.

It points out that, while government will play a significant role, all
sectors of society must be involved in making the plan a reality.

The NDP also recognises that development is not a linear
process, with one step following another in a predictable
and orderly sequence. Instead, it requires a multidimensional
framewaork of interacting initiatives, policies and investments
that generate a virtuous cycle of progress, with actions in one
area supporting advances in others.

Overall, we should all - government, business, labour and civil
society — be guided by the overwhelming imperative to build
a more equal society, for a shared future.

This is, and will continue to be, the goal of the National Treasury.
I want to acknowledge the excellent contribution of the Director
General and the staff of the National Treasury in helping the

South African economy to navigate a difficult period.

OJO{‘LW‘ :
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o

Pravingordhan
Minister of Finance
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DEPUTY MINISTER'S
OVERVIEW

Our regulatory

framework ensured

that our financial services
sector weathered the
storm of the global
financial crisis

)

NHLANHLA NENE
Deputy Minister of Finance

As articulated in the National Development Plan (NDP), our
nation’s goal is to have built an inclusive economy by 2030,
one in which levels of poverty and unemployment have been
drastically reduced.

The entities that make up the “Finance Family’, such as the
South African Revenue Service, the Financial Intelligence
Centre, the Financial Services Board and the Government
Pensions Administration Agency, have a key role to play in
laying the foundations upon which we can construct the kind
of society envisioned in the NDP.

The success of SARS in collecting revenue has been a crucial
block in building a strong fiscus which has enabled successive
governments to increase the depth and breadth of public
services. Our tax policy framework has also proven resilient,
even during the global economic turmoil that has tested

South Africa’s public finances. In the 2013/14 financial year,
SARS collected R899.9 billion, which is R0.9 billion above the
revised estimate of R899 billion published in the 2013 Medium
Term Budget Policy Statement.

The FIC and the FSB safeguard our financial system. Since its
establishment in 2003, the FIC has been at the forefront of
combating money laundering and the financing of terrorist
and related activities which can compromise the integrity and
stability of our financial system.

Our regulatory framework ensured that our financial services
sector weathered the storm of the global financial crisis. To
build on that, in the 2013/14 financial year the FSB focused
on embedding into market conduct the principle of treating
customers fairly. This ensures that the sector serves the nation.
The FSB's achievements during the year include a review of
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consumer credit insurance, an enhanced financial services
ombud scheme model and a redoubling of its efforts to
increase the level of financial literacy among our people.

South Africa can be proud of the “Finance Family” institutions
that we have built since the dawn of democracy. These
institutions will continue to support our democratic
dispensation, creating a stable macro-economic environment
and financial stability that enable our country to prosper and
our goal of a better life for all South Africans to be achieved.

Nt Adwa N ene

Nhlanhla Nene, MP
Deputy Minister of Finance
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ACCOUNTING OFFICER'S
OVERVIEW

LUNGISA FUZILE
Director-General

It has now been two full decades since South Africa has been
a non-racial democracy. The constitutional order established in
1994 has proven to be a solid foundation on which we have
made progress. The journey, where the quality of lives of all
citizens is of acceptable standard and sustainably so, began
with this milestone. The first steps towards our utopia began
with reconciliation and thereafter, making the tactical decisions
that would see improvements on an ongoing basis.

We have realized impressive gains on various fronts, ranging
from increases in average household income to the number
of people employed and children attending school. Presently
75 percent of adult South Africans enjoy financial services
from the banking sector, as contrasted by 47 percent in
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2005. One can also observe the remarkable increase in black
participation in the economy and the transformation of the
middle class. Although there will always remain room for
improvement, our institutions have continued to extend
their capacity and capabilities to support further social
and economic progress. Amidst all of these positive gains
though, much remains to be done. South Africa has high
levels of poverty, inequality and unemployment. Joblessness
among young people is of great concern. In many parts of
the country, public services are uneven or of poor quality.
Our economy is not growing fast enough to meet these
challenges. The national budget tabled during February
2014 aims to address these challenges in alignment with our
national priorities.



We are guided by the National Development Plan in our
aspirations; it is the blueprint for our economic development.
From the National Treasury’s perspective, this will take place
from several areas in the organisation. As the Office of the Chief
Procurement Officer aims to reduce wastage and eliminate
corruption, the Office of the Accountant-General will further
improve visibility in government’s management of public funds.
The Budget Group, comprised of the Public Finance, Budget
Office and Intergovernmental Relations divisions, will continue
to promote optimal allocation of public funds. Other parts
of the organisation will ensure that our risks are adequately
managed, that the financial sector remains stable and that our
representation internationally continues to be taken seriously.

Since the start of the global financial and economic crisis in 2008,
government’s countercyclical fiscal policy and the fiscal space
created in previous years have allowed for a widening budget
deficit and higher levels of debt to increase infrastructure
investment, continue funding social priorities and support
the economy. South Africa’s borrowing strategy is sufficiently
responsive to withstand long-term adjustments in global and
domestic capital allocations and short-term market shocks.
This strategy was tested over the past year as the US Federal
Reserve announced a slowdown in its large-scale bond-buying
programme, triggering a global sell-off in emerging-market
assets. However, the financing programme has continued
without interruption, with domestic investors taking the global
sell-off as an opportunity to increase investments in South
African government paper, highlighting the depth of the local
bond market.

Engagements on the international front were also eventful
during the year under review. During 2013, Cabinet identified
the establishment of a new development bank as one of the
major deliverables that South Africa wished to result from the
hosting of the BRICS Summit. This effort appears to have gained

substantial momentum.

On arelated matter, substantial work has gone into ensuring that
the Government Technical Advisory Centre (GTAC) becomes a
centre of excellence that can build capacity, share knowledge
and make a diverse range of skills available to help resolve

complex and chronic challenges in government. Through the
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GTAC, we hope to contribute to the improvement of the overall
performance of government. Together with the International
and Regional Economic Policy (IREP) unit, GTAC intends to
bring the knowledge hub into operation — as part of the
implementation of the South Africa / World Bank Partnership.

| would also like to take this opportunity to thank Minister
Gordhan for his leadership and direction afforded during the
period under review. | also look forward to the future leadership
and direction of Minister Nene and Deputy-Minister Jonas, who
have taken up the challenge to continue delivering on the aims
of the National Development Plan. | also wish to extend my
deepest and sincere gratitude to the National Treasury team for
their continued commitment and dedication to public service.
| have no doubt that this unwavering team will continue to rise
to any challenge in the future.

Lungisa Fuzile
Director-General
National Treasury
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PROGRAMME 1

ADMINISTRATION

Purpose: Provide leadership, strategic management and
administrative support to the department.

Measurable objective: Ensure effective leadership, manage-
ment and administrative support to the National Treasury
through continuous refinement of organisational strategy
and structure in compliance with appropriate legislation and
in alignment with best practice.

The programme is divided into four subprogrammes:

« The Minister subprogramme incorporates the Office of
the Minister of Finance and includes parliamentary and
ministerial support services.

- The Deputy Minister subprogramme incorporates the
Office of the Deputy Minister of Finance and related
support services.

« The Management subprogramme incorporates the Office
of the Director-General and related support services
(the Communications, Legal Services, Legislation Drafting,
Internal Audit and Enterprise Risk & Security Management
units).

- The Corporate Services subprogramme incorporates
all other support functions for the administration and
effective operation of the department.

SERVICE DELIVERY

OBJECTIVES AND INDICATORS

Recent outputs

The Internal Audit unit continued with the implementation
of a three-year audit plan which was approved by the Audit
Committee. A total of 51 audits planned in terms of the
2013/14 Annual Audit Plan were completed within the set
timeframe whilst a further 9 ad hoc audits were done at the
request of management. All audits were performed in line
with the Institute of Internal Auditors (IlA) standards and
the Office of the Accountant General's (OAG) Internal Audit
framework. Client satisfaction with audits increased from 78
per cent (2012/13) to 82 per cent (2013/14).

The Enterprise Risk and Security Management unit facilitates
the implementation of the enterprise wide risk management
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strategy, and includes business continuity, security

management and anticorruption activities in its mandate. The

Audit and Risk committee oversees the implementation of the

enterprise wide risk management strategy. In the year under

review, the following achievements were realised:

-+ The enterprise risk management strategy for 2013/14 was
reviewed and approved by the Accounting Officer, and
the risk management plan was fully implemented.

« TheBusiness Continuity Management policy was reviewed
and business continuity activities conducted on one
division identified as critical.

« Security management successfully prevented security
breaches that may have resulted from information
leaks and could have resulted in disruption of business
processes.

- Anticorruption activities continue to be undertaken
and the unit is looking to improve its Corruption Case
Management Framework.

Corporate Services (CS) is responsible for upholding good
governance, managing risks facing the department and
ensuring compliance with legislation.

The two focus areas of the CS team were to:

- Provide integrated business solutions to customers
by consolidating the CS plans and ensuring that
implementation remains in line with the National
Treasury's strategic priorities; and

«  Ensure good governance and a sound control environment
with the aim of achieving unqualified reports from the
Auditor-General.

The Human Resources (HR) unit supportsanintegrated approach
to talent management across the department, leading to a
highly skilled workforce with a strong performance culture.
During the reporting period, numerous restructuring projects
took place resulting in an increased staff establishment.
Because of the department’s strict recruiting standards and
limited availability of the required skills, this resulted in an
increased vacancy rate. The department has improved its
female representation in SMS level to 45 per cent; the national
target is 50 per cent. The Graduate Development Programme
received increased support, with 48 interns employed by the
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department and an additional 11 external bursaries being
provided to students. The Siyaphila Lifestyle Programme,
which contributes to a healthy work environment, continued
to be well received during the year, with employees taking an
active role in ensuring a balanced work life.

The Financial Management unit processed all transactions
before 31 March 2014 and closed its financial records
on 3 April 2014, once again being the first national or
provincial department to submit. Accurate semi-annual
and annual tax reconciliations were submitted to the
South African Revenue Service (SARS) seven weeks before
the closing date. The unit developed and is in the process
of implementing the Internal Control Framework to
enhance governance. The Supply Chain Management unit
efficiently and effectively implemented strategic sourcing
which resulted in savings on goods and services during the
financial year. Turnaround time for bids averages 45 days.
This unit continued to carry out its social responsibility role
by donating equipment to five schools in need and one

community child care centre.

The aim of the Facilities Management unit is to ensure that it
meets all departmental office accommodation needs as the
department’s staff complement continues to grow. In the year
under review, all of these needs were met.

The Information and Communication Technology (ICT) unit,
under the auspices of the ICT Steering Committee, has
formalised a governance framework, developed the related ICT
policies and procedures; and has established a firm baseline
for achieving applicable implementation targets set by the
DPSA. Based on the business process model adopted, the
organisational structure has been revised and approved and
is aligned to the DPSA ICT Governance Framework. The unit
has continued with its infrastructure upgrades, deployment of
several business applications and back-end solutions.

The Strategic Projects and Support unit promotes a departmental
culture of learning and knowledge sharing. The knowledge
management framework was concluded during the year
under review, with the Information and Content Management
component of the framework having been piloted. The records

management policy was also approved by the Governance
Review Committee. A clean-up was conducted in the 240
Madiba Street building and more than ten tons of inactive
paper records were removed from the operational areas, either
for archival or disposal.

The Public Entity Oversight unit (PEOU) established a Chief
Financial Officers’ (CFOs’) forum where all entities and
constitutional institutions reporting to the Minister of
Finance meet quarterly to discuss reporting and governance
and to improve compliance with the Treasury Regulations
and the PFMA.

Material performance variances for Programme 1 are related to:

« Security vetting of identified employees. Whilst it was
envisaged that vetting of all identified employees would
have been completed during the year under review, only
20 per cent of such vetting was completed. These delays
resulted from insufficient human resources being available
for this purpose, and the matter will be appropriately
attended to during the year ahead

+ The National Treasury’s approved procurement plan was
not submitted before the end of the 2013/14 financial
year as initially intended. It was submitted on 27 May 2014;
lessons learned from this experience will be considered in

order to prevent future delays in this regard.
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PROGRAMME 2

ECONOMIC POLICY, TAX, FINANCIAL
REGULATION AND RESEARCH

Purpose: Provide specialist policy research, analysis and
advisory services on macroeconomics, Microeconomics,
taxation, the financial sector and regulatory reform.
Measurable objective: The programme advises on policies
to promote growth, employment and macroeconomic
stability, and conducts macroeconomic and revenue forecasts
for the annual budget and the Medium Term Budget Policy
Statement (MTBPS) and the development of tax and financial
sector policy.

The programme is divided into four sub-programmes:

« Management advises on policies that will promote
economic growth, employment, macroeconomic stability
and regional integration.

«  Research funds the department’s economic research
programmes and promotes the research capacity of
academic researchers in the areas of economic growth,
job creation, macroeconomic stability, taxation, financial
sector development, regulations, retirement reform and
poverty alleviation.

« Financial Sector Policy advises on financial sector policies
in relation to the regulatory framework and supporting
legislation. The current focus is on modernising the
financial regulatory framework in response to the global
financial crisis and facilitating a stable financial sector,
retirement reform, improved access to financial services
and the transformation of the financial sector.

« Tax Policy provides advice on tax policy drafts the annual
tax legislation and carries out tax revenue analysis and
revenue forecasting.

« Economic  Policy  provides  macroeconomic  and
microeconomic analysis, policy advice, economic forecasts,
regulatory assessments and policy review for the annual
budget and other government processes.

The Economic Policy, and Tax and Financial Sector Policy

divisions coordinate the National Treasury’s interaction with:

+ The South African Reserve Bank on the framework and
conduct of macroeconomic policy, supervision and
regulation of banking and management of exchange
controls

- The Financial Services Board (FSB) on the regulation of

non-banking financial services

ANNUAL

- The Financial Intelligence Centre (FIC) on anti-money-
laundering and combating the financing of terrorism

- The Cooperative Banks Development Agency (CBDA) on
the development of cooperative financial institutions and
the regulation and supervision of cooperative banks

- Three committees on macroeconomics, financial
regulation and financial markets which the National
Treasury’s Asset and Liability Management, Economic
Pol