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Annexures to the annual financial statements for the year ended 31 March 2005

ANNEXURE 4

Annexures to the annual financial statements for the year ended 31 March 2005

ANNEXURE 5
SOFTWARE AND OTHER INTANGIBLE ASSET MOVEMENT SCHEDULE AS AT
31 MARCH 2005
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ANNEXURE 6
INTER-GOVERNMENTAL RECEIVABLES

Annexures to the annual financial statements for the year ended 31 March 2005

ANNEXURE 7
INTER-DEPARTMENTAL PAYABLES - CURRENT
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ANNEXURE 8
EXPLANATIONS ON UNDER-SPENDING OF CONDITIONAL GRANTS

Housing Subsidy Grant
Limpopo
The province indicated the following matters, which affected the expenditure:

- Building of houses was affected by a shortage of bricks and the use of cement bricks was
authorised.

- Non-compliance of developers when submitting claims without the relevant supporting docu-
ments.

- Usage of unspecified material by some of the contractors delayed the flow of payment.

The following remedial actions were taken:

- Specifications were amended to authorise certain individual contractors to use cement
bricks.

- All local authorities were informed in writing that cement bricks may be used as indicated
above.

- Contractors were reminded to attach the relevant supporting documents when they submit
progress claims.

- Project managers were also requested to ensure that all supporting documents are attached
to claims at the time of submission.

- A meeting was held with all contractors to urge them to complete projects in terms of provi-
sions of the agreement.

- Contractors were urged and reminded to use the specified material as per departmental
prescripts.

North West

During the course of the financial year a number of problems were experienced. Only some are
indicated below:

- There are projects that are nearing the end of their project life cycle. As a result, the number
of units that are constructed is reduced due to factors such as untraceable beneficiaries,
qualification queries on application forms, duplicate or incorrect site allocation, etc.

- There are projects that have only recently been approved and are in the pre-planning and
planning stages. During this period the expenditure is very low and progress is very slow.
Significant spending will only be realised when the actual installation of services com-
mences.

- The lack of skills and capacity and absence of effective project management both in the
Department and at municipalities adds to the under-spending.

Remedial action taken:

- Adetailed report has been drafted by Africon and the Department, which highlights the rea-
sons for under-expenditure; categorises projects; and makes recommendation on the way
to address problems.

- The recommendations in the Africon report are in the process of being implemented and the
utilisation of consultants in respect of programme management will go a long way in ensur-
ing that under-expenditure is reduced.




Human Settlement Redevelopment Programme (HSRP)
Limpopo and Mpumulanga

Most of the projects funded by the HSRP in these two provinces are large infrastructure projects
to which HSRP contributes all or only a portion of the funding. The implementation of such
projects is sometimes delayed by tender evaluation processes. Tenders are sometimes submit-
ted at prices that exceed the project allocations. Negotiations with local authorities then have to
be undertaken to source the additional funding from the local authorities or from other stakehold-
ers. These delays have time as well as expenditure implications. Requests for the amendment
of business plans that have already been approved delays the implementation progress of infra-
structure projects. Large infrastructure projects often involve the processing of variation orders
on the contract specifications. Again, these processes are time-consuming and intensive. They
involve negotiations, the achievement of consensus between stakeholders and the amendment
of project documentation.

Lastly, unforeseen circumstances can also play a significant role in temporarily delaying ex-
penditure on larger infrastructure projects. Ground conditions could, for example, employ more
substantive ground works than originally anticipated and could cause delays in terms of expendi-
ture and implementation.

ANNEXURE 9
DIVISION OF REVENUE ACT Section 18(1) DISCLOSURE

Amounts transferred to provinces
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Funds withheld during the year
No grant funds were withheld during the financial year.
Certification on transfer bank account

It is hereby certified that all funds were deposited in the provincial primary bank accounts as per
the instruction from the National Treasury.

Monitoring of provinces

All provinces submitted the required conditional grant reports and provided information in terms
of the approved guidelines. In some instances this was achieved after many follow-ups in re-
spect of both financial and non-financial information. The National Department submitted ex-
penditure reports and related information to the HOD and MINMEC meetings, where the content
was discussed in detail. In addition, the Department conducted a high-level performance audit
in seven of the nine provinces. In five of the seven provinces an audit was done on both grants,
and in two provinces only on the Housing Subsidy Grant.

Compliance with the conditions of the Human Settlement Redevelopment Programme (HSRP) is
being monitored in terms of an approved Monitoring and Reporting Framework. Despite having
this framework in place it has been difficult to monitor compliance with the Division of Revenue
Act. This was due to a lack of quality reporting in accordance with the above framework by some
provinces.

In this respect, the Department organises project manager meetings; provides provinces with
detailed monthly feedback regarding the quality of the monthly reports; and conducts provincial
visits where necessary. In addition to these interventions, the Department also requested de-
tailed project-by-project status quo reports in some provinces from the project implementers to
ensure that information contained in the monthly reports is accurate and concise. These feed-
back processes focus on resolving inconsistencies and omissions of required information. This
task has, however, been challenging as the project managers in some provinces are changed
regularly. As a result, ongoing training and capacitation must occur to ensure that the required
information is submitted.

In accordance with the Grant Framework, funding that has not been committed in terms of ap-
proved business plans was not transferred to the provinces throughout the course of the finan-
cial year.

In view of the fact that the various elements supported in the pilot programme will be rolled out
through the comprehensive plan, it was decided to phase out the HSRP in the 2005/06 financial
year. All funding to be transferred to the provinces in the 2005/06 financial year has thus already
been committed in terms of approved business plans.

Extent of achievements

These are the unaudited figures for the 2004/05 financial year for the provincial housing depart-
ments:

A total of 780 projects, representing 241 145 housing subsidies, was approved. This brings the
total number of subsidies approved since 1994/95, with the inception of the Housing Subsidy
Scheme, to 2 686 907.

Some 72% of the total number approved was in respect of the Project-linked Subsidy Instru-
ment, followed by consolidation subsidies (9%) and institutional subsidies (6%).

During the 2004/05 financial year, 165 009 subsidies have been allocated to specific individuals,
bringing the total number of subsidies allocated to specific beneficiaries to 1 586 594. Of the to-




tal number of 1 586 594 subsidies approved for specific beneficiaries, 51.13% were awarded to
female-headed households, with the highest percentage in Limpopo and Mpumalanga.

In addition, 178 612 housing units were completed or are under construction, which is slightly
lower than in the previous financial year. Since 1994, the total number of housing units com-
pleted or under construction is 1 793 124.

Funds utilised for administration

The total amount of the grant funding allocated was transferred to the provinces and no portion
of the allocation was retained by the national department for administration purposes.

SOUTH AFRICAN HOUSING FUND REPORT

As reflected in the annual report of 2003/2004, the Department’s intention to disestablish the
South African Housing Fund was indicated as a prerequisite legislative action to amend the
Housing Act of 1997. Due to political changes in the Ministry during 2004, the legislation could
not be submitted to Cabinet and Parliament as was the original intention. However, MINMEC
approved the disestablishment of the Fund and that draft legislation be prepared for Executive
approval.

A draft Bill was submitted to the Minister for consideration on 28 April 2005, before the matter
could be submitted to Cabinet. The delisting of the South African Housing Fund was approved
with effect from 18 November 2003.

In view of the above the South African Housing Fund was dormant as from 1 April 2004 to fa-

cilitate the final audit of the Fund and consequently no transactions were processed during the
financial year.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements that appear on pages 148 to 153 were approved by the accounting
authority.

o)

N Mbengu
Acting Chief Financial Officer Date: 31 May 2005

A Vawda
Accounting Officer Date: 31 May 2005
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON
THE FINANCIAL STATEMENTS OF THE SOUTH AFRICAN
HOUSING FUND FOR THE YEAR ENDED 31 MARCH 2005

AUDIT ASSIGNMENT

The financial statements as set out on pages 148 to page 153, 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 No. 108 of 1996) read with sections 4 and 20 of the Public Audit Act, 2004 (Act
No. 25 of 2004) and section 11(8) of the Housing Act, 1997 (Act No. 107 of 1997). 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.

NATURE AND SCOPE

The audit was conducted in accordance with Statements of South African Auditing Standards.
Those standards require that | 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,
and

evaluating the overall financial statement presentation.

Furthermore, an audit includes an examination, on a test basis, of evidence supporting compli-
ance 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 No1 of 2005.

| believe that the audit provides a reasonable basis for my opinion.

AUDIT OPINION

In my opinion, the financial statements fairly present, in all material respects, the financial posi-
tion of the South African Housing Fund at 31 March 2005 and the results of its operations and
cash flows for the year then ended, in accordance with generally accepted accounting practice.




EMPHASIS OF MATTER

Without qualifying the audit opinion expressed above, attention is drawn to the following mat-
ter:

Disestablishment of the South African Housing Fund

As disclosed in note 8 to the financial statements, the disestablishment of the South African
Housing Fund was approved by the Minister and Members of the Executive Council on 15 Au-
gust 2003. The department is still in the process of amending the Housing Act, 1997 (Act No. 107
of 1997) to make provision for the disestablishment of the South African Housing Fund.

Trade and other receivables

Although the debt amounting to R 420 274 as reflected in note 3 to the financial statements has
been fully provided for as a bad debt, insufficient steps have been taken to recover the debt.

APPRECIATION

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

C Benjamin for Auditor-General
Pretoria

12 July 2005

AUDITOR-GENERAL
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 MARCH 2005

CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2005
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SUMMARY OF ACCOUNTING POLICIES
FOR THE YEAR ENDED 31 MARCH 2005

The principal accounting policies adopted in the preparation of these financial statements are
set out below.

1. BASIS OF PREPARATION

The principal accounting policies of the Fund and the disclosures made in the financial state-
ments conform to Generally Accepted Accounting Practice. The financial statements are pre-
pared on the historical cost basis. The principal policies are consistent with those applied in
previous years.

Government grants

Income received from the national Department of Housing is recognised over the periods neces-
sary, to match them with related costs for which they are intended, to compensate on a system-
atic basis.

Revenue recognition

Where applicable, interest received on the Corporation for Public Deposits (CPD) is recognised
on the accrual basis.

Financial instruments

Financial instruments carried on the balance sheet include cash and bank balances, invest-
ments, receivables and creditors.

Measurement

Financial instruments are initially measured at cost. Subsequent to initial recognition these in-
struments are measured as set out below.

Investments

Investments are stated at cost. Investments are with the Corporation for Public Accounts and
are guaranteed.

Trade and other receivables
Trade and other receivables are stated at cost, less provision for doubtful debts.

Cash and cash equivalents

Cash and cash equivalents are measured at cost, plus interest income as it accrues.
Financial liabilities

Financial liabilities are recognised at amortised cost, namely original debt less principal pay-
ments and amortisations.

Administration costs

All administration costs are borne by the Department of Housing.
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DETAILED INCOME STATEMENT FOR THE YEAR ENDED 31 MARCH 2005
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Main services provided and standards

SERVICE DELIVERY
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Service delivery access strategy

Service information tool
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Recruitment
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Promotion by Salary Bands
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Terminations
Disciplinary action
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