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MANAGEMENT REPORT for the year ended 31 March 2005

1. GENERAL REVIEW OF THE STATE OF FINANCIAL AFFAIRS

GCIS was allocated R203 149 000 for the 2004/05 financial year. No additional funds were

requested during the Adjustments Budget.

An amount of R202 841 317 was spent by 31 March 2005. This amount reflects a saving of 

R307 683 (0,15%). Of this, R255 414 was in respect of compensation of employees. The savings

were the result of vacancies during the course of the year while the recruitment and filling of

posts were taking place. 

Goods and services realised a saving of R52 269. Provision has been made for the write-off of

thefts and losses, which are valued at R216 417. All these losses and thefts were approved after

investigations established that no negligence could be apportioned to any specific person.

In line with the requirements of the Public Finance Management Act (PFMA), 1999 (Act 1 of

1999), GCIS continues to adhere to sound financial management through a closely monitored

action plan that addresses the key requirements of the PFMA and National Treasury Regulations.

All the departmental financial policies are reviewed on an annual basis to ensure that they are

in line with the PFMA and the changed financial environment within the department.

GCIS is primarily responsible for setting up and consolidating a government communication

system that ensures that the public is informed about government’s policies, plans and

programmes. 

The department is primarily responsible for communication between government and the

public. Importance is attached to development communication and direct dialogue,

especially with people in rural and disadvantaged areas. GCIS prepares a national

communication strategy, after which all clusters prepare subsidiary cluster communication

strategies, as well as individual departmental strategies. All provinces, through the offices of the

premiers, also prepare provincial communication strategies.  

The Chief Executive Officer is the official government spokesperson, with the Secretariat serving

as the strategising body.
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MANAGEMENT REPORT for the year ended 31 March 2005

GCIS will continue to implement its mandate to keep the public informed of government’s

programmes, policies and plans. Its current strategic objectives and focus areas include:

• providing leadership in government communication

• integrating and setting high standards for government communication

• developing the core competencies of government communicators

• prioritising development communication and direct dialogue

• democratising the communication environment

• marketing South Africa internationally.

Other strategic objectives and focus areas include:

• understanding and continually striving to meet the communication needs of both the public

and government

• building partnerships and fostering a positive communication environment by improving

relations with the media, advertising agencies and other sectors

• promoting a more effective and efficient GCIS by improving the use of Information Technology 

• assisting in developing government media, communication and information policy.

MAIN PROGRAMMES OF GCIS

• Administration is responsible for the overall management of GCIS.

• Policy and Research conducts communication research to provide communication advice on

government’s Programme of Action, and monitors the development and implementation of

policy from a communication perspective.

• Government and Media Liaison (G&ML) promotes co-ordination and integration of

communication across government and provides a professional service to the media.

• Provincial and Local Liaison (P&LL) supports the provision of a development communication

service and partners provincial and local government in extending the reach of government’s

information structures. It also facilitates the establishment of Multi-Purpose Community Centres

(MPCCs) to bring services and information closer to the people, particularly in rural and

disadvantaged areas.

• The Communication Service Agency (CSA) provides core communication services to GCIS and

other government departments, both in-house and through outsourcing.

• The International Marketing Council (IMC) markets South Africa internationally and the Media

Development and Diversity Agency (MDDA) promotes development and diversity in the South

African media.
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MANAGEMENT REPORT for the year ended 31 March 2005

2. SERVICES RENDERED BY THE DEPARTMENT

Tariff policy

GCIS produces a variety of information products, including posters, banners, photos and videos

on behalf of other departments. Some of these photos and videos are sold to the public and

other departments. The department provides graphic design services to government depart-

ments and for GCIS-initiated projects. GCIS has issued a tender to a private company for the

design, layout, printing, marketing and sale of the SA Yearbook and Pocket Guide to South

Africa.

Tariffs are developed after determining the direct costs linked to the production of the

information products.  Prices make no provision for a profit margin. 

Approximately R73 681 was generated during 2004/05 for the selling of photos, videos and CDs

while R107 748 was received from the private company in respect of the SA Yearbook.

The income generated through sales is deposited directly into the South African Revenue

Service’s account on a monthly basis.

Inventories

Inventories kept at GCIS’ main store consist of limited stock of stationery, government forms and

printer cartridges.

3. PUBLIC ENTITIES

There are two public entities under the control of the GCIS, namely the IMC and the MDDA.

The IMC’s main objective is the marketing of South Africa through the Brand South Africa

Campaign.

To achieve its objective, the IMC will:

• Establish a brand for South Africa (Brand South Africa), which positions the country in terms of its

investment and credit worthiness, exports, tourism and international relations objectives.
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MANAGEMENT REPORT for the year ended 31 March 2005

• Establish an integrated approach within government and the private sector towards the

international marketing of South Africa.

• Build national support for the Brand within South Africa itself. To achieve this, the IMC enlists the

co-operation of government departments, public entities, the private sector and non-

governmental organisations.

The MDDA’s main objective is to enable historically disadvantaged communities and persons

not adequately served by the media to gain access to it. Its beneficiaries are community and

small commercial media.

Both these public entities received transfer payments from GCIS. A once-off payment of 

R7 million was made to the MDDA on 1 April 2004, while four quarterly transfer payments totalling

R65,9 million were made to the IMC, resulting in total transfers made to these two public entities

of R72,9 million. GCIS holds quarterly meetings with the MDDA and IMC to obtain reports on the

full transfer given to them.

In respect of the IMC, GCIS reported last year that irregular expenditure to the amount of 

R12,7 million was identified during 2003/04 based on the report made by GCIS to the Office of

the Auditor-General. R689 919 of this amount was identified as potentially fraudulent. GCIS’

immediate response was to ensure that the matter is reported to the South African Police

Service (SAPS), Auditor-General, National Treasury and the Standing Committee on Public

Accounts. 

After an investigation by the SAPS, as well as the Scorpions, the IMC Finance Manager was

arrested and charged with fraud. He appeared in court and was sentenced on 8 April 2005 to

12 years’ imprisonment, of which four years were suspended for five years.

The IMC has appointed a new chief financial officer who commenced work on 1 April 2004. The

allocation to the IMC is transferred quarterly, following an expenditure report outlining the

utilisation of their budget. This expenditure report has to be signed by the CEO of the IMC. This

process ensures that GCIS is kept informed of the cash flow in the IMC. In addition to the GCIS

CEO attending IMC Board and Exco meetings, monthly meetings are held with the

management of the IMC.
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4. CORPORATE GOVERNANCE ARRANGEMENTS

GCIS has developed a risk management and fraud prevention plan, which is reviewed on an

annual basis. A methodology/guideline was developed to assist in determining the risks facing

GCIS. Among the factors taken into account in developing a risk management strategy were

GCIS’ previously audited financial statements and legislative requirements. The risk

management strategy was integrated into the overall GCIS annual strategic planning session.

The risk management strategy was compiled following workshops conducted with all chief

directorates, and with regional offices represented by the regional managers and their

administration officers. Workshops with other regional office staff members were undertaken as

part of promoting awareness, particularly among staff based in MPCCs. 

A fraud prevention policy has been developed to manage all fraud-related activities within the

department. The Internal Audit Section continues to ensure effective and efficient financial

management systems within the organisation. Three audit committee meetings were held

during the year under review, which evaluated the reports of Internal Audit and those of the

Auditor-General. All matters raised during the audit have been followed up and are being

addressed.

The Secretariat, which is the highest management forum of GCIS, meets on a weekly basis to

discuss the communication environment and review the work of the department. Once a

month, the Minister in The Presidency, who provides strategic leadership and guidance to the

work of GCIS, is briefed on the work of the department. The other management forum,

Indibano, consisting of all senior managers from director level upwards, meets monthly to discuss

the department’s organisational matters. The forum is also used to provide presentations and -

in-house training on various topics and aspects for senior managers.

General staff briefings are conducted twice a year, and corporate social activities are

undertaken by the Corporate Services Programme.

5. EVENTS AFTER THE REPORTING DATE

No material events occurred after the balance sheet date that influenced the financial

statements and the financial position of GCIS.
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MANAGEMENT REPORT for the year ended 31 March 2005

6. PROGRESS ON FINANCIAL MANAGEMENT IMPROVEMENT

An implementation plan, in line with the requirements of the PFMA, was already introduced

during July 2000 whereby all aspects of sound financial management and administration were

addressed. Each year, all GCIS staff are invited to workshops during which GCIS financial

guidelines and internal policies that have been drafted in line with the PFMA, are reviewed. In

respect of the 2004/05 financial year, financial guidelines and policies were reviewed during

March 2004. After being discussed and approved by the Indibano, the financial guidelines are

signed by the Accounting Officer and implemented with effect from April. The approved GCIS

financial guidelines and policies are distributed to all sections and are also available on the

GCIS Intranet.

Branch, programme and responsibility managers are appointed in writing to manage their

budgets. Their financial responsibilities are executed in conjunction with their respective

performance contracts. The finance and procurement sections embark on a workshop each

year during which all aspects of financial management and administration are discussed.

The CEO annually convenes a budget lekgotla to discuss the department’s needs for the

coming financial year. The Budget Lekgotla was held in June 2004 to discuss the 2005/06 budget

needs.

Although GCIS has greatly improved on the management of its assets by introducing a manual

system of accounting for assets, the reconciliation of BAS/Logis still remains a problem across

government with regard to the asset/inventory system. Logis is purely a procurement and

receipt system while BAS is a financial and budget system. They account differently for 

inventories, thus making effective reconciliation very difficult. It is recommended that both these

systems should record inventory items with the same economic classification structure, which will

assist the reconciliation.

7. PERFORMANCE INFORMATION

As part of its strategic vision of providing leadership to government communication, GCIS

provides support to government departments in the execution of their communication 
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MANAGEMENT REPORT for the year ended 31 March 2005

campaigns. In this regard, communication strategies were developed and implemented for,

among others, the following campaigns, in liaison with respective lead departments and

relevant structures: State of the Nation Address, May 2004 (GCIS); Imbizo (GCIS); Voter

Education and Elections, 2004 (GCIS); Batho Pele Gateway (Department of Public Service and

Administration); Truth and Reconciliation Commission Reparations (Department of Justice and

Constitutional Development); Mass Campaign on Economic Opportunities (Forum of South

African Directors-General: Economic Cluster); Expanded Public Works Programme (Department

of Public Works); Youth Development Month (National Youth Commission); Women’s Month (The

Presidency); National Orders (The Presidency); HIV and AIDS (Department of Health); 16 Days of

Activism (Department of Correctional Services); and Taxi Recapitalisation and Road Safety

(Department of Transport). 

In addition, GCIS received and processed approximately 15 requests for assistance related to

communication strategising for campaigns driven by government departments.

GCIS, in partnership with Unilever, the Wits School for Public & Development Management

(P&DM) and the Mandela-Rhodes Foundation has established a course at P&DM in

Communication and Marketing for government communicators, which aims to improve the

competencies of these communicators across all three spheres of government. The year under

review realised the first intake of 47 students from national, provincial and local government, as

well as from state-owned enterprises. Sixty-two percent of these students passed their exams

and received their certificates during the Government Communicators’ Awards held in

December 2004. 

Through the Policy and Research Programme, advice relating to communication messages on

major issues, media content analysis, and qualitative and quantitative research has been

provided to Cabinet. Both the national communication strategy and those of the individual

departments have been informed by continuous research. Plans are in place to assist

departments interested in acquiring specific media content analysis of their respective

programmes.

During the past year, G&ML continued to ensure dynamic contact between the media and

government by convening media briefings for ministers to report on the implications of the State 
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of the Nation Address and the implementation of governments’ Programme of Action. It

facilitated communication co-ordination of national government communicators by

convening monthly communication cluster meetings, the Government Communicators’ Forum

as well as provincial heads of communication meetings. The annual Government

Communicators’ Awards ceremony was held for the third time in December 2004. 

The News Service undertook road shows to promote BuaNews as a viable government news

product and conducted an impact assessment on the utility and efficacy of the agency. In

2004/05, the News Service enlisted the services of at least 13 provincial correspondents,

enhanced coverage of news events on the continent and internationally, strengthened

partnerships with media organisations both locally and abroad and continued with the vigorous

marketing of BuaNews. It formed new partnerships with international news agencies to increase

its international reach.

In 2004/05, the Communication Centre accessed online subscriptions to regional newspapers

and e-mailed radio inserts to various clients. It performs extensive media monitoring of

communication projects. The Centre is using a database to store and index cuttings, which will

in time become accessible online to government departments.

Within P&LL, expenditure has increased due to the appointment of more communication

officers in districts – increasing the total from 70 in 2003/04 to 85 in 2004/05. This has significantly

extended the reach of government’s development communication programme. It has resulted

in increased investment in the training of communication staff as well as operational costs. 

By December 2004, 65 MPCCs were operational. During 2004/05, the Gateway Project was

piloted in nine MPCCs. Continuous assessments on the impact and feasibility of MPCCs is

conducted through impact research as well as MPCC monitoring and evaluation workshops.

Systems have been put in place to monitor and evaluate service provision at MPCCs. Significant

progress has been made with regard to the development of the MPCC Business Plan towards

the second generation of MPCCs. Eighty Government Information Centres have been

established countrywide in local municipalities and MPCCs. 

More than 500 services have been made available through MPCCs to rural and developing

communities. In 2004/05 alone, an additional 50 information points of presence were 

Government Communication and Information System

Annual Report 2004/05

98



MANAGEMENT REPORT for the year ended 31 March 2005

established in local municipalities and other strategic locations in addition to the 110 established

in the preceding financial years. The online electronic database, the Ward Information

Management System, is fully operational. Short courses have been provided to 120 staff

members on an ongoing basis. Additional training for 85 communication officers in

Development Communication and Financial Management is underway. 

During 2004/05, an additional amount of R10 million was allocated to the CSA to fund publicity

activities for the Ten Years of Freedom Celebrations, the Presidential inauguration and the

additional State of the Nation Address in May 2004. An amount of R2 070 000 was spent on the

production of marketing, advertising and promotional material for the Ten-Year Celebrations

and inaugural event. Some R4 055 000 was spent on the production of information material –

including a tabloid publication combining a summarised version of the Government’s

Programme of Action for 2004/05 and a poster of the new Cabinet and premiers (Faces of

Government) as well as a booklet containing the President’s Inaugural and State of the Nation

addresses. This is in addition to the normal products disseminated during the course of the year,

most of which are produced in all official languages as well as on tape and in Braille. 

Through the current media advertising contract, GCIS procured media space on behalf of

government departments worth R100 million. This resulted in government saving 15% worth of

funds allocated for media buying. The contract provides 15% discount due to its bulk buying

leverage. Twenty-six departments made use of this contract in the year under review. Apart

from media buying, GCIS received approximately 297 official requests from other departments

for the rendering of communication services.

GCIS is involved in ongoing work towards the transformation of the marketing and advertising

industry as mandated by the Portfolio Committee on Communications. Regular meetings with 

both the industry, through the Monitoring and Steering Committee for the Marketing and

Advertising Industry, and governmental partners, through an interdepartmental task team, were

convened, and a report-back briefing to the Portfolio Committee on Communications co-

ordinated in October 2004. (A workshop to establish guidelines for the preferential procurement

of marketing and advertising was convened as part of the Monitoring and Steering Committee

Meeting during June 2004 to discuss best practices, and guidelines for the procurement of

marketing and advertising by government have been finalised.) 

Government Communication and Information System

Vote 7

99



MANAGEMENT REPORT for the year ended 31 March 2005

GCIS has developed and will manage the implementation of a uniform corporate identity for

government.  The Corporate Identity Manual has been developed and a bid for the training of

corporate identity managers in government has been concluded.

Emphasis has also been placed on radio products for distribution through the satellite

communication network to keep communities abreast of government programmes. A total of

25 live radio feeds to about 30 community radio stations on various government campaigns was

done. Sixteen ‘Talk to your Minister’ radio shows were conducted in the year under review.

Twenty-five radio advertisements of between 30 and 45 seconds, covering various government

campaigns, were produced. 

Eleven video documentaries and 16 editing requests were done on behalf of other

departments. The Design Unit processed 30 design and exhibition requests. The SA Yearbook

2003/04 was launched at the Open Window in Pretoria on 25 March 2004. Some 15 500 copies

were printed and sold out by October 2004. For the first time, the SA Yearbook was also made

available on CD-ROM, which has now  become a permanent feature. The CSA also produced

the Pocket Guide to South Africa. Some 24 000 copies were printed of which about 15 000 were

purchased by the Department of Foreign Affairs.

Approval

The attached annual financial statements have been approved by the Accounting Officer.

JK NETSHITENZHE

CHIEF EXECUTIVE OFFICER:

DATE: 31 May 2005
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL STATEMENTS OF

THE GOVERNMENT COMMUNICATION AND INFORMATION SYSTEM (GCIS) – VOTE 7 FOR

THE YEAR ENDED 31 MARCH 2005

1. AUDIT ASSIGNMENT

The financial statements as set out on pages 103 to 136, for the year ended 31 March 2005 have

been audited in terms of Section 188 of the Constitution of the Republic of South Africa, 1996 (Act

108 of 1996), read with sections 4 and 20 of the Public Audit Act, 2004 (Act  25 of 2004). These

financial statements, the maintenance of effective control measures and compliance with relevant

laws and regulations are the responsibility of the accounting officer. My responsibility is to express an

opinion on these financial statements, based on the audit.

2. NATURE AND SCOPE

The audit was conducted in accordance with the Statements of South African Auditing Standards.

Those Standards require that I plan and perform the audit to obtain reasonable assurance that the

financial statements are free of material misstatement.

An audit includes:

• examining, on a test basis, evidence supporting the amounts and disclosures in the financial

statements

• assessing the accounting principles used and significant estimates made by management

• evaluating the overall financial statement presentation.

Furthermore, an audit includes an examination, on a test basis, of evidence supporting compliance

in all material respects with the relevant laws and regulations which came to my attention and are

applicable to financial matters.

The audit was completed in accordance with Auditor-General Directive No. 1 of 2005.

I believe that the audit provides a reasonable basis for my opinion.
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3.  AUDIT OPINION

In my opinion, the financial statements fairly present, in all material respects, the financial position of

the GCIS at 31 March 2005 and the results of its operations and cash flows for the year then ended,

in accordance with prescribed accounting practice and in the manner required by the Public

Finance Management Act, 1999 (Act 1 of 1999).

4.  APPRECIATION

The assistance rendered by the staff of the GCIS during the audit is sincerely appreciated.

F Joubert 

for Auditor-General

Pretoria

29 July 2005
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STATEMENT OF ACCOUNTING POLICIES AND RELATED MATTERS

for the year ended 31 March 2005

The annual financial statements have been prepared in accordance with the following policies,

which have been applied consistently in all material aspects, unless otherwise indicated. However,

where appropriate and meaningful, additional information has been disclosed to enhance the

usefulness of the annual financial statements and to comply with the statutory requirements of the

Public Finance Management Act, 1999 (Act 1 of 1999), (as amended by Act 29 of 1999), the Treasury

Regulations for Departments and Constitutional Institutions issued in terms of the Act and the Division

of Revenue Act, 2004 (Act 5 of 2004). The following issued, but not yet effective, Standards of

Generally Recognised Accounting Practice(GRAP) have not been fully complied with in the annual

financial statements: GRAP 1, 2 and 3.

1. BASIS OF PREPARATION

The annual financial statements have been prepared on a modified cash basis of accounting,

except where stated otherwise. The modified cash basis constitutes the cash basis of

accounting supplemented with additional disclosure items. Under the cash basis of accounting,

transactions and other events are recognised when cash is received or paid. Under the accrual

basis of accounting, transactions and other events are recognised when incurred and not when

cash is received or paid.

2. REVENUE

Appropriated funds

Voted funds are the amounts appropriated to a department in accordance with the final

budget known as the Adjusted Estimates of National Expenditure. Unexpended voted funds are

surrendered to the National Revenue Fund, unless otherwise stated.
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STATEMENT OF ACCOUNTING POLICIES AND RELATED MATTERS

for the year ended 31 March 2005

Departmental revenue 

Tax revenue

A tax receipt is defined as compulsory, irrecoverable revenue collected by entities. Tax receipts

are recognised as revenue in the statement of financial performance on receipt of the funds.

Sale of goods and services other than capital assets

This comprises the proceeds from the sale of goods and/or services produced by the entity.

Revenue is recognised in the statement of financial performance on receipt of the funds.

Fines, penalties and forfeits

Fines, penalties and forfeits are compulsory receipts imposed by court or a quasi-judicial body.

Revenue is recognised in the statement of financial performance on receipt of the funds. 

Interest, dividends and rent on land

Interest and dividends received are recognised upon receipt of the funds, and no provision is

made for interest or dividends receivable from the last receipt date to the end of the reporting

period. They are recognised as revenue in the statement of financial performance of the

department and then transferred to the National/Provincial Revenue Fund.

Revenue received from the rent of land is recognised in the statement of financial performance

on receipt of the funds.
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STATEMENT OF ACCOUNTING POLICIES AND RELATED MATTERS

for the year ended 31 March 2005

Sale of capital assets

The proceeds from the sale of capital assets are recognised as revenue in the statement of

financial performance on receipt of the funds.

Financial transactions in assets and liabilities

Repayments of loans and advances previously extended to employees and public

corporations for policy purposes are recognised as revenue in the statement of financial

performance on receipt of the funds.

Cheques issued in previous accounting periods that expire before being banked are

recognised as revenue in the statement of financial performance when the cheque becomes

stale. When the cheque is reissued the payment is made from Revenue.

3. EXPENDITURE

Compensation of employees

Salaries and wages comprise payments to employees. Salaries and wages are recognised as

an expense in the statement of financial performance when the final authorisation for payment

is effected on the system. The expenditure is classified as capital where the employees were

involved, on a full-time basis, on capital projects during the financial year. All other payments

are classified as current expense.

Social contributions include the entities' contribution to social insurance schemes paid on behalf

of the employee. Social contributions are recognised as an expense in the statement of

financial performance when the final authorisation for payment is effected on the system. 
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STATEMENT OF ACCOUNTING POLICIES AND RELATED MATTERS

for the year ended 31 March 2005

Short-term employee benefits

The cost of short-term employee benefits is expensed in the statement of financial performance

in the reporting period when the final authorisation for payment is effected on the system. Short-

term employee benefits, that give rise to a present legal or constructive obligation, are

disclosed as a disclosure note to the annual financial statements and are not recognised in the

statement of financial performance.

Long-term employee benefits and other post-employment benefits

Termination benefits

Termination benefits are recognised and expensed only when the final authorisation for

payment is effected on the system.

Medical benefits

The department provides medical benefits for its employees through defined benefit plans.

Employer contributions to the fund are incurred when the final authorisation for payment is

effected on the system. No provision is made for medical benefits in the annual financial

statements of the department.

Post-employment retirement benefits

The department provides retirement benefits for certain of its employees through a defined

benefit plan for government employees. These benefits are funded by both employer and

employee contributions. Employer contributions to the fund are expensed when the final

authorisation for payment to the fund is effected on the system. No provision is made for

retirement benefits in the annual financial statements of the department. Any potential liabilities 
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STATEMENT OF ACCOUNTING POLICIES AND RELATED MATTERS

for the year ended 31 March 2005

are disclosed in the annual financial statements of the National Revenue Fund and not in the

annual financial statements of the employer department. 

Other employee benefits

Obligations arising from leave entitlement, the 13th cheque and performance bonus that are

reflected in the disclosure notes have not been paid for at year-end.

Goods and services

Payments made for goods and/or services are recognised as an expense in the statement of

financial performance when the final authorisation for payment is effected on the system. The

expense is classified as capital if the goods and services were used on a capital project.

Interest and rent on land

Interest and rental payments resulting from the use of land, are recognised as an expense in the

statement of financial performance when the final authorisation for payment is effected on the

system. This item excludes rental on the use of buildings or other fixed structures.

Financial transactions in assets and liabilities

Financial transactions in assets and liabilities include bad debts written off. Debts are written off

when identified as irrecoverable. Debts written off are limited to the amount of savings and/or

underspending available to the department. The write-off occurs at year-end or when funds are

available. No provision is made for irrecoverable amounts.
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STATEMENT OF ACCOUNTING POLICIES AND RELATED MATTERS

for the year ended 31 March 2005

Unauthorised expenditure

Unauthorised expenditure is defined as:

• the overspending of a vote or a main division within a vote, or 

• expenditure that was not made in accordance with the purpose of a vote or, in the case of

a main division, not in accordance with the purpose of the main division.

Such expenditure is treated as a current asset in the statement of financial position until such

expenditure is approved by the relevant authority, recovered or written off as irrecoverable.

4. TRANSFERS AND SUBSIDIES

Transfers and subsidies include all irrecoverable payments made by the entity. Transfers and

subsidies are recognised as an expense when the final authorisation for payment is effected on

the system.

5. EXPENDITURE FOR CAPITAL ASSETS

Capital assets are assets that can be used repeatedly and continuously in production for more

than one year. Payments made for capital assets are recognised as an expense in the

statement of financial performance when the final authorisation for payment is effected on the

system.

6. RECEIVABLES 

Receivables are not normally recognised under the modified cash basis of accounting. 

However, receivables included in the statement of financial position arise from cash payments

that are recoverable from another party, when the payments are made.
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STATEMENT OF ACCOUNTING POLICIES AND RELATED MATTERS

for the year ended 31 March 2005

Receivables for services delivered are not recognised in the statement of financial position as a

current asset or as income in the statement of financial performance, as the annual financial

statements are prepared on a modified cash basis of accounting, but are disclosed separately

as part of the disclosure notes to enhance the usefulness of the annual financial statements.

7. CASH AND CASH EQUIVALENTS

Cash and cash equivalent consists of cash on hand and balances with banks, short-term

investments in money market instruments and demand deposits. Cash equivalents are short-

term highly liquid investments that are readily convertible to known amounts of cash and which

are subject to an insignificant risk of changes in value. 

8. PAYABLES

Payables are not normally recognised under the modified cash basis of accounting. However,

payables included in the statement of financial position arise from advances received that are

due to the Provincial/National Revenue Fund or another party.

9. LEASE COMMITMENTS

Lease commitments for the period remaining from the reporting date until the end of the lease

contract are disclosed as part of the disclosure notes to the annual financial statements. These

commitments are not recognised in the statement of financial position as a liability or as

expenditure as the annual financial statements are prepared on the cash basis of accounting.

Operating lease expenditure is expensed when the payment is made.

Finance lease expenditure is expensed when the payment is made, but results in the acquisition 
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STATEMENT OF ACCOUNTING POLICIES AND RELATED MATTERS

for the year ended 31 March 2005

of the asset under the lease agreement. A finance lease is not allowed in terms of the Public

Finance Management Act, 1999.

10. ACCRUALS 

This amount represents goods/services that have been received, but no invoice has been

received from the supplier at the reporting date, or an invoice has been received but final

authorisation for payment has not been effected on the system. These amounts are not

recognised in the statement of financial position as a liability or as expenditure as the annual

financial statements are prepared on a modified cash basis of accounting, but are, however,

disclosed as part of the disclosure notes.

11. CONTINGENT LIABILITY 

This is a possible obligation that arises from past events and whose existence will be confirmed

only by the occurrence or non-occurrence of one or more uncertain future events not wholly

within the control of the department; or a present obligation that arises from past events but is

not recognised because: 

• it is not probable that an outflow of resources embodying economic benefits or service

potential will be required to settle the obligation; or 

• the amount of the obligation cannot be measured with sufficient reliability.

Contingent liabilities are not recognised in the statement of financial position, but the

information is disclosed as part of the disclosure notes.
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12. COMMITMENTS

This amount represents goods/services that have been approved and/or contracted, but no

delivery has taken place at the reporting date. These amounts are not recognised in the

statement of financial position as a liability or as expenditure as the annual financial statements

are prepared on a modified cash basis of accounting, but are, however, disclosed as part of

the disclosure notes.

13. RECOVERABLE REVENUE

Recoverable revenue represents payments made and recognised in the statement of financial

performance as an expense in previous years due to non-performance in accordance with an

agreement, which have now become recoverable from a debtor. Repayments are transferred

to the Revenue Fund as and when the repayment is received.

14. COMPARATIVE FIGURES

Where necessary, comparative figures have been restated to conform to the changes in the

presentation in the current year. The comparative figures shown in these annual financial

statements are limited to the figures shown in the previous year's audited annual financial

statements and such other comparative figures that the department may reasonably have

available for reporting. Reclassification of expenditure has occurred due to the implementation

of the Standard Chart of Accounts. It is not practical to present comparative amounts in the

cash flow statements as this would involve reclassification of amounts dating back to the

2002/03 year-end.
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REPORT OF THE AUDIT COMMITTEE

We are pleased to present our report for the financial year ended 31 March 2005.

Audit Committee members and attendance

The Audit Committee consists of the members listed hereunder and meets at least two times a year

as per its approved terms of reference. During the current year, three meetings were held.

Name of member Number of meetings attended

ZP Manase (Chairperson) 2

M Vuso 3

G Mampone 1

T Zungu 1

I Mackay Langa 3

K Semakane 1

Audit Committee responsibility

The Audit Committee reports that it has complied with its responsibilities arising from Section 38(1)(a)

of the Public Finance Management Act (PFMA), 1999 (Act 1 of 1999), and Paragraph 3.1.13 of the

Treasury Regulations. 

The Audit Committee also reports that it has adopted appropriate formal terms of reference as its

Audit Committee Charter, has regulated its affairs in compliance with this Charter and has

discharged all its responsibilities as contained therein.

The effectiveness of internal control (examples of appropriate paragraphs below)

The system of controls is designed to provide cost-effective assurance that assets are safeguarded

and that liabilities and working capital are efficiently managed. In line with the PFMA and the King

II Report on Corporate Governance requirements, Internal Audit provides the Audit Committee and
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management with assurance that the internal controls are appropriate and effective. This is

achieved by means of the risk management process, 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, the matters of emphasis and

management letter of the Auditor-General, it was noted that no significant or material non-

compliance with prescribed policies and procedures have been reported. Accordingly, we can

report that the system of internal control for the year under review was effective and efficient. 

The Audit Committee is satisfied with the content and quality of monthly and quarterly reports

prepared and issued by the Accounting Officer and the department during the year under review. 

Evaluation of financial statements

The Audit Committee has:

• reviewed and discussed the audited annual financial statements to be included in the

Annual Report with the Auditor-General and the Accounting Officer

• reviewed the Auditor-General’s management letter and management’s response thereto.

The Audit Committee concurs and accepts the Auditor-General’s conclusions on the annual

financial statements and is of the opinion that they be accepted and read together with the report

of the Auditor-General.

…………………………………………

ZP Manase

Chairperson of the Audit Committee
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