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 GENERAL INFORMATION
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 1.1 FOREWORD BY THE MINISTER
 Mr Nkosinathi Nhleko (MP)
 Minister of Public Works
 The 2016/17 financial year marked a difficult and challenging period in our country, in which we were faced with low economic growth. This put a strain on employment creation.
 WhilethereareclearpolicydirectivesasacountryalignedtotheNationalDevelopmentPlan(NDP),therecentpoliticalchanges during the financial year called for a tightening of policy and deliverymechanisms tomeet the long-termobjectives of government. These political and socio-economic changes had an impact on how we do business, which affected the speed at which infrastructure projects were delivered across the country. Such external factors meant that wehadtofindwaystoweathertheeconomicstormsandmaximisedeliverywithlimitedresources.Thefocusthereforeturned to strengthening the internal controls as part of Phase 2 of theTurnaround Plan – efficiency enhancement.This phase is mainly driven by improvements in internal control, management practices and systems. The seven-year TurnaroundPlanisanchoredinstabilisation,efficiencyenhancement,growthandsustainability.The2016/17financialyearmarkstheendofthefifthyearoftheseven-yearplan.Thenexttwofinancialyearswillbecrucialforthesustainabilityand growth of public works.
 TheDepartmentofPublicWorks(DPW)isguidedbyitsmandate,withafocusontheprovisionofstrategicleadershiptothe South African construction and property industries, the management of state-owned and leased-in immovable assets, and contributing to the national goals of job creation and poverty alleviation through public works programmes. Working togetherwithothernationalandprovincialdepartments,wehadaresponsibilitytosupportanefficient,effective,service-oriented public service and an empowered, fair and inclusive citizenship. Toredresstheracialspatialimbalancesandintegrategovernmentinfrastructureplanningtocreateefficiencies,balancethe leased portfolio, save costs and ensure more accessible services to the public, various accommodation solutions within identifiedgovernmentprecinctsweredevelopedincollaborationwithmunicipalitiesandsectordepartments.
 The Department is expected to increase state-led infrastructure investment in order to massively improve the socio- economic infrastructure within the country, with an emphasis on the use of local content and local companies. Furthermore, the Department also needs to consider strategies to support the industrial policy through labour-intensive absorption initiatives and maintenance, and the construction of critical government assets.
 In addition, the Department developed, together with client departments, user needs and demands for accommodation. Thisapproachformedthebasisofimprovedandinformedplanningintheprovisionofefficientandeffectiveaccommodationto government departments.
 I am pleased to present the progress of the Department and its achievements for the period under review.
 In terms of infrastructure projects, the Department completed a number of infrastructure projects in the year under review. All of these projects were completed in various provinces throughout the country and had a profound effect on accessibility and service delivery to the South African public. We saw an increase in the number of police stations and magistrates’ courts in areas that had never been serviced before. The upgrading of border posts spread across the provinces adjoining other countries ensured much better control and improved service. The importance of the Department
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 taking a lead in infrastructure projects is crucial in developing a sustainable economy and state infrastructure that will progressively improve the quality of life of all South Africans.
 Efforts in addressing backlogs in lease accommodation proved fruitful. Strategies have been put in place to improve the provisioning of accommodation to other government departments. While it is acknowledged that some of the state buildings are not in a suitable condition, efforts are underway to address these matters, such as the development of a sustainedfinancialmodel.Inaddition,discussionsonthetransformationofthepropertysectorhaveensued.Thiswillbedone in line with the revised Preferential Procurement Regulations.
 The Department contributes to government’s Operation Phakisa Project through the development of small habours and coastline areas. This programme, while attracting investment for further development, continues to administer and provide facilities management services to all proclaimed and non-proclaimed small harbours. This function includes the management of state-owned coastal properties, including the admiralty reserves along the South African coastline. We are already starting to see the fruits of some of our initiatives in the Operation Phakisa Project through the Small Harbours and Coastal Properties programme. These initiatives have contributed to addressing poverty and creating employment in rural communities, together with the intergovernmental partners.
 On policy and regulation, the Department embarked on the review of the 1997 and 1999 Public Works White Paper with the aim of addressing infrastructure backlogs, improving service delivery, creating employment and eradicating poverty. The completion of this process will provide clarity on the Department’s role in oversight and performance managementinthepublicworkssector,withspecificreferencetothemandateandfunctionsofthenationalDPW,aswellastheprovincialdepartments,andtheconcurrentnatureofthepublicworksfunction(asreflectedinSchedule4, PartAoftheConstitution,1996).
 Whilealotofworkstillneedstobedone,Imustalsoreflectonthegoodachievementsinthepastfinancialyearsforthemainvote.Thisisastrongexpressionofimprovementsininternalfinancialcontrolsandperformance.Additionally,suchanopinionhelpsimprovefutureplanningfortheDepartment.Lastly,whilethemainvotehasimprovedsignificantly,emphasiswillbeplacedonthefinancialcontrolsofthePropertyManagementTradingEntity(PMTE)inthenextfinancialyear.
 Ongovernance,oversightandintergovernmentalrelationsandcoordination,itissufficienttonotesignificantimprovementsin the Public Works sector on interrelated and interconnected functional areas.
 Going forward, Ihavehighlightedmatters thatneed tobeaddressed.Mystrategicactionplan for2017 to2018willenhancetheexistingTurnaroundPlantowardsgrowthandsustainability.Thefollowingwillbecriticaltowardsthatgoal:
 • Review the operating model of the PMTE. • Finalisethefillingofallcriticalexecutivemanagementpositionsandremoveallpositionsadditionaltotheestablishment,
 and address any irregularities pertaining to secondments and contract positions.• Finalise the change management process in the Department to ensure stability and continuity. • FinalisetheestablishmentoftheProgrammeManagementOfficeandensurethatitisfullycapacitated.• Finalise all outstanding business processes and operating procedures. • Launch and implement the Professional Services functions to build and create the capacity of the state to deliver and
 de-tenderise the state. • Conduct an analysis of legal cases and utilise alternative dispute resolution mechanisms to resolve the cases. • Categorise cases in terms of individual, small, micro and large enterprises to detect their effect on the growth of small
 and micro enterprises. • MonitortheimplementationoftheAuditor-General’srecommendations.• Develop the Communications and Marketing Strategy. • Rebrand the image of the Department and its entities.
 My task going forward will be to monitor progress on this action plan and measure its performance with our contributions to government’s broader objectives and outcomes in line with the NDP.
 I have full confidence that theDepartmentwill dowell in thenext financial year, given the stable foundation laid inperforming its tasks.
 ___________________ Minister of Public Works
 MrNkosinathiNhleko(MP)
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 1.2 STATEMENT BY THE DEPUTY MINISTER
 Mr Jeremy CroninDeputy Minister of Public Works
 The Department has continued to make steady advances over the past financial year across the different areas of its mandate. These advances are an integral part of a wider process underway since 2012 in terms of the Department’s Turnaround Strategy.
 Five years ago, the Department was at the centre of several public controversies, there was a high degree of leadership instability, and there were successive audit disclaimers. Initially, the Turnaround Strategy focused on restoring basic stability, while dealing vigorously with wrongdoing. At the same time, a major organisational review and renewal process wasundertaken.Thisinvolved,amongotherthings,reviewingtherelationshipbetweentheDepartment'sHeadOfficeandits11regionalofficesinordertoachieveanappropriatebalancebetweenpracticaldevolutionandeffectivechecksand balances.
 At the heart of the organisational renewal process has been the establishment of a ring-fenced trading entity, namely the PMTE,directlyanswerabletotheMinisterthroughtheDirector-General.WhilethereremainsharedservicesacrosstheDepartment and the PMTE, the bulk of the former Department’s staff are now located within the various branches of the PMTE. The objective of the PMTE is to provide the Department with a more professional and clearly focused capacity in what is, after all, our core public service function – the management of government’s extensive property portfolio.
 TheserestructuringprocesseshavefinallyenabledustohaveacompletedImmovableAssetRegister(IAR),acriticalrequirement for any effective property management entity. Challenges in consolidating a reliable IAR were, in part, related to the appropriate vesting of custodianship with different public authorities, bearing in mind the complex constitutional changes that have taken place in post-apartheid South Africa, with four provinces becoming nine, and the abolition of supposedly independent Bantustans.
 Atthebeginningof thecurrentfinancialyear(1April2017), theDepartment’s immovableassetportfolioconsistedof 29 322 land parcels with 93 943 buildings, making it the largest property management portfolio in the country at R149 billion.
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 Naturally, the state of repair of much of our property portfolio is uneven, and our current focus is on greatly improving efficiencies,enhancingcollaborativeworkwiththevariousclientpublicdepartments,andestablishingclearpriorities.Important strategic considerations as we manage our property portfolio going forward include a strong emphasis on greenbuildings,ensuringthatourbuildingsareincreasinglyenergyandwaterefficient,aswellasbetterspatialplanningso that we begin to more effectively consolidate user-friendly public precincts in our towns and cities.
 TheDepartmentcontinuestobetheleadcoordinatingdepartmentforgovernment’sflagshipExpandedPublicWorksProgramme(EPWP).
 The EPWP, which has now achieved nearly three million work opportunities in the current administration, is a globally innovative network of public employment programmes, involving four major sectors (infrastructure, social, environment andculture,andthenon-statesector).Inthelast-mentionedsector,governmentfundsnon-profitorganisationsasthedirect implementing agents of public employment programmes, including the locality-based Community Work Programme (CWP).TheDepartmentisalsotheconduitforvariouspublicemploymentincentivegrantsinwhichallprovincesandevery municipality in South Africa are participating. Apart from an overall coordinating and policy development role, the Department is the lead department for the EPWP infrastructure sector.
 Giventhepersisting,crisislevelsofunemploymentinourcountry,theNDPcorrectlyenvisagestheEPWPasasustained,decades-long programme that requires expansion, with a target of six million work opportunities for the current (2014–2019) administration.Over the past year, theEPWPhas focused on several issues.Given the hundreds of public bodiesimplementingEPWPprojects,effectivereportinghasbeenachallenge,andtheAuditor-Generalhasraisedanumberof issues. I believe that these have generally been addressed. A second issue that we have increasingly sought to recordandhighlightoverthepastyearistheveryrealcontributiontheseprogrammescan(andusuallydo)maketotheeconomy by way of assets created and services provided to poor communities. A third issue on which the EPWP branch has focused over the past year is the question of the recruitment of participants. Clear guidelines have been developed with the intention of assisting project implementers to guard against the dangers of clientelism and patronage in the selection of participants in the programmes.
 The Department has a key responsibility for regulating the built environment professions and the construction sector. The formeroccursthroughtheCouncilfortheBuiltEnvironment(CBE)andsixprofession-specificcouncils,whilethelatteristhroughtheConstructionIndustryDevelopmentBoard(CIDB).Giventhehistoricallyskewedracial(andgendered)nature of our professions, and the high levels of corporate concentration in South Africa, much of the transformational focus for these public bodies needs to be on achieving greater levels of representivity and participation in the built environment and construction sectors. Progress has been made, but not with the requisite speed and qualitative depth. We are now in a different chapter of the Turnaround Strategy. All of the stabilising groundwork is in place. We are now in aspaceinwhichwecanfocuslessonemergencyfire-fightingandmuchmoreongreatlyimprovingbothourefficienciesand our transformative effectiveness. Of course, this does not mean that we can become complacent, still less relax our vigilance.
 __________________________ Deputy Minister of Public Works
 Mr Jeremy Cronin
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 1.3.1 Overview InJanuary2016,theInternationalMonetaryFund(IMF)loweredits2016projectionforglobaleconomicgrowthfrom3.6%to3.4%followinggrowthof3.1%in2015.Althoughthiswasprojectedtobeslightlyhigherthanthepreviousyear,growthstill remains low. Against this projected growth, developed economies (which are generally more insulated from the negative effectsofcommoditypriceshocks)continuetoexpandatamoderatepace,butprogressisuneven.Onthedomesticfront,SouthAfrica’sgrossdomesticproduct(GDP)growthforecastfor2016wasreviseddownto0.9%fromanestimated1.7%atthetimeoftheMedium-termBudgetPolicyStatement(MTBPS).Theweakeroutlookwastheresultoflowercommodityprices,higherborrowingcosts,diminishedbusinessandconsumerconfidence,anddrought.SouthAfrica’seconomyisquitediverse,challengedwithloweconomicgrowth(contractedto0.3%inthethreemonthstoDecember2016),highunemployment(almost27%),inflationat6.1%(outsideitstargetbandof3%to6%),inequalityandhighlevelsofpoverty.
 These economic variables have had implications on the delivery of services by the Department. Low growth constrained the fiscus,puttingpressureonbudgetcommitmentsandthedeliveryofservices.Inflationclawedthenominalbudgetamountscommitted in the various programmes, thereby reducing the real amounts for services. The Department’s budget for the 2016/17 periodwasR6.5billion,andattheendofthefinancialyearunderreview,theexpenditurewasR6.4billion.Thistranslatesintospendingof98.3%ofthetotalbudget.Fortheperiodof2016/17,theDepartmentfocusedonpolicysupportandcoordinationamong the three spheres of government through intergovernmental arrangements, the EPWP and through the PMTE, focused on real estate management and construction project management. The achievements of these programmes are detailed in thenextsection,informedbythethemesetduringthestrategicplanningsessionfortheperiodunderreview:“Planningforsuccessful outcomes”.
 1.3.2 Significant events and major projects
 The socio-economic environment highlighted above presents the context in which the performance of the Department is to be understood in the period under review. The programme structure of the Department remained consistent as reported in the previousfinancialyear,wherethemainvotefocusedmainlyonpolicyandregulatoryfunctions,intergovernmentalcoordination(concurrentmandate)andthecoordinationofpublicemploymentprogrammesinmeetingstrategicandgovernmentpriorities.The PMTE represents the delivery arm of the core business of the Department, with emphasis on property management, construction and facilities management.
 1.3 REPORT BY THE ACCOUNTING OFFICER
 Mr Mziwonke Dlabantu Accounting Officer
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 ThesignificantandmajorachievementsoftheDepartmentarepresentedinthematicformanddiscussedbelow.• Policy and regulation• Management practices, systems and internal controls • Intergovernmental coordination and concurrent mandate• Coordination of public employment programmes• Property management• Construction project management • Facilities management• Human Resources Plan and the capacity-building programmes
 Policy and regulationThe public works sector is strategic in the realisation of government’s development agenda, in particular with respect to the following policy priorities; addressing infrastructure backlogs, improved service delivery, employment creation and poverty eradication. This calls for a responsive and enabling policy framework, hence the need to review the over-arching 1997 and 1999 Public Works White Papers. The scope and complexity of reviewing the two White Papers necessitates complementing the existing internal competencies with external capacity.
 The Department has established a White Paper Task Team to oversee the Public Works White Paper project. The task team has adoptedacomprehensiveframeworktoaffirmthescopeoftheWhitePaperprocessandtodefineessentiallinkagestofacilitateparticipationbyallstakeholders.ThefollowingthematicareashavebeenidentifiedasfundamentaltotheWhitePaperprocess:
 • Construction design and project management• Immovable asset management • Property management• Facilities(maintenance)management• Public employment and skills development programmes • Transformation of the construction and property industries• Regulatory environment of the construction and property sectors• Capacity-building in the built environment and professionalisation of the public works sector• Role and functions of the Department’s public entities• ClarificationoftheDepartment’sroleinoversightandperformancemanagementinthepublicworkssector,with
 specificreferencetothemandateandfunctionsoftheDepartmentandtheprovincialdepartmentsofPublicWorks;andtheconcurrentnatureofthepublicworksfunction(asreflectedinSchedule4,PartAoftheConstitution,1996).
 Expertsintheaforementionedfieldshavebeenidentified,andtheprocessisunderwaytoinsourcetheessentialcapacitythroughsecondment.TheDepartmentisontargettofinalisethenewPublicWorksWhitePaperduring2018/19financialyear.
 Draft Council for the Built Environment Amendment Bill
 TheDepartmenthasidentifiedanumberofchallengesandshortcomingsinthecurrentregulatoryschemeofthebuiltenvironment,namelyslowtransformationofthebuiltenvironmentprofessionsector,andspecifically,increasingthenumberofregistrationsofbuilt environment professionals. As such, the Department developed a concept paper during 2016/17 to guide the review of the Built Environment Professions Policy towards the amendment of the Council for the Built Environment Act, 2000 (Act No. 43 of 2000),andthesixProfessionsCouncils’Acts.ConsideringthattheDepartmenthasanexistingBuiltEnvironmentProfessionsPolicy, as well as a concept paper, it would be futile to review the policy, hence the decision to review the legislation.
 Extensiveengagementswithkeystakeholdersandsubjectmatterexpertswillbeundertakenduring2017/18financialyear.ThedraftBillisexpectedtobegazettedforpubliccommentduring2018/19financialyear.
 Draft Amendment Construction Industry Development Board (CIDB) Amendment Bill
 TheConstruction IndustryDevelopment BoardAct, 2000 (ActNo. 38 of 2000) is set for review in order to reaffirm theCIDB’s relevance and effectiveness, as well as to enhance the legislation in order to ensure that the construction sector is well regulated. Extensive engagements with key stakeholders and subject matter experts have been conducted as part of developing an informed and evidenced-based Draft CIDB Amendment Bill. It is envisaged that the draft Bill will also be ready to be gazetted for broader public consultation during 2018/19.
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 Management practices, systems and internal controls
 The Department has acquired an enterprise resource planning (ERP) system (Archibus) with an integrated end-to-endasset management capability in order to fully manage the property portfolio throughout the asset life cycle. This capability includes inter alia the asset register, lease management and capital budgeting. Archibus incorporates different modules and applicationstoaccomplishconsolidatedworkflowswithothersystems,includingtheaccountingsystem(SAGE),geographicinformationsystems(GIS),mobileapplicationsandthedataanalyticsystem(SAS).
 This solution address functional built environmentmanagement and transaction capabilities, where theGIS andmobileapplications will allow for real-time data collection, conditional assessments and visual representation of the data across all divisions within the Department. Suppliers will have the ability to upload invoices digitally, real estate portfolios will be managed digitally and customer user requirements will be processed online. This includes the establishment of a Customer NationalOperationsCentre(CNOC)toproactivelymanageimmoveableassetsleadingtoautomaticreconciliationsofbilling,chargebackstocustomers,aswellasnewvalidationandverificationprocesses.
 The ERP Worx4U system further enables performance management at all levels of the PMTE, using proactive dashboards and decision support systems through the complementary implementation of business analytics and data mining using SAS, which will ultimately allow for the real-time management of assets and activities. The asset register has already been migrated into the ERP system. The leasing-in module and payments modules are ready for implementation and will go live by the mid-2017/18. The other modules will follow suit.
 Management Practice Assessment Tool (MPAT)
 TheManagementPracticeAssessmentTool(MPAT)isatoolthatbenchmarksgoodmanagementpractice.MPATassessesthe quality of management practices across a comprehensive range of management areas. In each management area, performance is assessed against the management standards established by the relevant regulatory departments, the NationalTreasury forfinancialmanagementand theDepartmentofPublicServiceandAdministration(DPSA) forhumanresource management and development. The Department has improved it performance on MPAT since its inception in 2012. To successfully track the performance of MPAT over time, the Department created an MPAT index, where each KPA is allocatedweights.Theminimumscoreis1andthemaximumscoreis4.TheMPATindexiscalculatedbasedonthefinalscoresof theMPATreleasedby theDepartmentofPlanning,MonitoringandEvaluation (DPME).Figure1.1 shows theperformance of the Department according to this index since 2012.
 MPA
 T S
 CO
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 43.5
 32.5
 21.5
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 MPAT PERIOD
 1.57 1.98 1.78
 2.86 2.9
 Figure 1.1: MPAT index (2012–2016)
 The 2012 MPAT index is 1.57, meaning that the Department performed in the fair category of compliance level. Theindeximprovedslightlyin2013from1.57to1.98.However,thecategoryofthecompliancelevelremainedunchanged.Theindexdroppedslightlyin2014(1.78),butpickedupin2015(2.86)and2016(2.9).Overall,theDepartment’slevelofcompliancehasimprovedovertime.TheimprovementinMPATscoresisareflectionoftheimprovedefficiencieswithinthe Department in line with the second phase of the turnaround strategy.
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 Intergovernmental coordination and concurrent mandate
 South Africa has an intergovernmental system that is based on the principle of cooperation between the three spheres ofgovernment:local,provincialandnational.Whileresponsibilityforcertainfunctionsisallocatedtoaspecificsphere,many other functions are shared among the three spheres. The intergovernmental coordination in the Department is underpinned,interalia,bythefollowingkeyelementsandprinciples:• Accountability:Wherenationalgovernmentmayinterveneinprovincialandlocalgovernmentmatters,dependingon
 whether the relevant sphere fails to carry out an executive obligation.• Transparency and good governance: While political executives are responsible for policy and outcomes, the
 accountingofficersareresponsibleforimplementationandoutputs.• Broadened access to services:TheConstitution and current government policy prioritises broadening access to
 services. The responsible spheres are expected to design appropriate levels of service to meet customer needs in anaffordablemanner,exploreinnovativeandefficientmodesofdelivery,andleveragepublicandprivateresourcesto fund infrastructure.
 Municipal debt
 The Department spearheaded a project to verify debt owed to municipalities by government departments both nationally and provincially to ensure settlement by departments. The project focused on verifying debt reported in terms of Section 71oftheMunicipalFinanceManagementAct,2003(MFMA)(ActNo.56of2003).Intermsofthedebtreportedasat31March 2015,municipalitieswere owed a total ofR96 billion by households, business and government.Nationalandprovincialgovernmentdepartmentsaccountedforonly5.4%(R5.2billion)ofthetotaldebt.Thebalanceof94.6% (R90.8billion)isowedtomunicipalitiesbytheprivatesectorandhouseholds.
 A National Intergovernmental Task Team (NIGTT) on Debt, comprising the Office of the Presidency, the DPW, theprovincial departments of Public Works, the Department of Rural Development and Land Reform (DRDLR), theDepartmentofCooperativeGovernance(DCoG),NationalTreasuryandSouthAfricanLocalGovernmentAssociation(SALGA),wasestablishedtocoordinateandoverseethegovernmentdebtverificationandsettlementprocess.Bytheendofthefinancialyear,R4billionofthereportedR5.2billiondebtwasverifiedforall thegovernmentdepartments. OfthisR4billion,anamountofR3.8billionwasconfirmedandsignedoffbythedifferentmunicipalitiesasvalid.
 Table 1.1: Payments made by the Department (property rates and municipal services)
 National debt per custodian
 Property rates Municipal servicesTotal payments
 R'0002015/16 2016/17 2015/16 2016/17
 R'000 R'000 R'000 R'000
 Department of Public Works 685069 249 129 120 607 16 244 29584 415564
 Department of Defence 73 040 50308 21451 11 093 1 842 84 694
 Department of Rural Development and Land Reform
 308 490 5603 888 28 – 6519
 State Security Agency (1929) – – – – –
 Department of Water and Sanitation
 89 683 7453 20 4914 – – 27 944
 Department of Agriculture, Forestry and Fisheries
 9953 2 197 1 436 – 3 3 636
 Total debt for national custodians 1 164 307 314 690 164 873 27 365 31 429 538 357
 The Department’s obligation with regard to the above is a net amount of R685 million. When other custodiandepartments are added (as the DPW was responsible for payments on some of their properties in the past, the Department’s obligation is R1.164 billion. During the 2016/17 financial year, an amount of R196 million waspaidtowardsthishistoricalmunicipaldebt.Thetotalpaidtodate(in2015/16and2016/17)towardsthishistoricaldebtisR538million,whichrepresents79%oftheDepartment’sdebt,and46%fortheDepartmentandothercustodians(seeTable1.1above).
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 Oversight and concurrent mandate support
 The oversight function of the Department continues to be an important tool for accountability purposes. This function is done through a number of forums, such as theMinister andMember of theExecutiveCommittee (MEC) Forum(MinMEC), chaired by the Minister, the Government Immovable Asset Management Act (GIAMA) ImplementationTechnicalCommittee(GITC),theChiefFinancialOfficers(CFOs)Forum,theAssetRegisterManagementandtheIDMSandNationalandProvincialPlanning,MonitoringandEvaluation(NAPROV)Forum.Throughtheseintergovernmentalstructures, various decisions were taken that affect the sector to ensure alignment to policy and the strategic intent of the sector, guided by an approved policy framework on the oversight function.
 The Department provided support, guidance and coordination to the public works sector in terms of planning and performance management processes. The planning process of the provinces was done in June 2016, where customised performance indicators (CPIs) in interrelated and interdependent programme areas were developed. These areasinclude property and construction management, the asset register, facilities management and job creation. This further saw the development of the integrated Programme of Action for the sector. Performance through these interventions is monitored on a quarterly basis. The importance of performance information in the sector assists in determining the impact of the sector in terms of property management, facilities management and the creation of work opportunities in various segments of the economy.
 Coordination of public employment programmes
 The totalworkopportunitiescreated for the2016/17financialyear is779251.Of thisnumber,nationaldepartmentscontributed287219(36.85%),provincialdepartments317628(40.76%)andmunicipalitiescollectivelycontributed174404workopportunities(22.38%)towardstheannualperformanceoftheprogramme.
 Theprogrammereportedthefollowingachievements:45.35%achievementfortheyouthagainstasettargetof55%; 66.42%wasachievedforwomenagainstthesettargetof55%;andtopeoplewithdisabilitieswas1.66%againstasettargetof2%.
 The EPWP cuts across a number of sectors and areas. Therefore, successful realisation of the objectives of the EPWP objectiveswillbeachievedthroughpartnenerships.TheDepartmentandthe InternationalLabourOrganisation(ILO)partneredtocapacitateEPWPofficialsonaninternationalprogrammeknownas“StartandImproveYourBusiness”.Thistraining programme focused on imparting skills to generate business ideas and start-ups, and to improve small businesses. Throughthispartnership,27EPWPofficialswerecertifiedtoprovidetrainingtoparticipantsontheprogramme.
 These efforts are aimed at ensuring that EPWP participants were able to improve livelihoods beyond the EPWP. Furthermore, 316 small businesses and cooperatives were trained across the various EPWP sectors. Small businesses formed by EPWP participants were often provided with development support through engagements with various key stakeholders,suchastheDepartmentofSmallBusinessDevelopment(DSBD),theNationalYouthDevelopmentAgency(NYDA), theNationalEmpowermentFund(NEF), theNationalDevelopmentAgency(NDA)andtheSmallEnterpriseDevelopmentAgency(SEDA).
 The environment and culture sector, within the context of intergovernmental relations, partnered with the Buffalo City Metropolitan Municipality to pilot a coastal safety and protection project in the metro as part of the Operation Phakisa – Marine Protection Services’ job-creation aspect. An initial funding support of R2.4 million was set aside for the payment ofwages,Unemployment InsuranceFund(UIF)andtopurchaseprotectiveclothingfor46EPWPworkers invariouscoastal protection projects in the metro.
 Another partnership was with the Department of Communications on the Digital Migration Programme. As part of the collaboration, 2 780 youth will be trained as Set Top Box installers so as to assist in the Digital Migration Programme. The work opportunities created contributed to the overall EPWP.
 AMemorandumofAgreement(MoA)wasconcludedwiththeFinancialServicesBoard(FSB)intheyearunderreviewinwhichEPWPparticipantsacrossGauteng,Limpopo,MpumalangaandNorthWestweretrainedonconsumereducation.ThispartnershipisseenascriticaltoprovidefinancialeducationtoparticipantsintheEPWPinordertoensuresocio-economicsustainabilityandmitigatetheriskofEPWPparticipantsbeingfinanciallyexploited.Throughthispartnership,4026EPWPparticipantsweretrainedontheprogramme.Todate,onlyfiveprovinceshavebeentrained.Engagementsare under way to ensure that the partnership is extended to the remaining provinces.
 1Informationasat25May2017
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 Training in four EPWP sectors, such as the infrastructure, social, non-state, and environment and culture sectors has been part of the EPWP since its inception. It is implemented in all nine provinces and across all three spheres of government. TheEPWPendeavourstoprovideaccreditedtrainingtoitsbeneficiariesintheformofshortcourses,skillsprogrammes,learnershipsandartisandevelopmentprogrammes.Inthe2016/17financialyear,3265EPWPparticipantsweretrainedon skills programmes. EPWP participants were trained on more than 31 courses, which included mixed farming systems, environmental practice, horticulture, construction road works, child and youth care support, library practice, the provision of palliative care and community house building. The training programme has also provided artisan training opportunities that are aligned to the scarce skills within the economy. Examples of the trades that participants were trained on included thoseofautoelectricians,automotivebody repairers,boilermakers,dieselmechanics,motormechanics, fitters,andturners and electricians.
 In 2016/17, 22 artisans passed their trade tests (six electricians, one diesel mechanic, one auto-electrician and 14 boilermakers).Inaddition,over6000youthwererecruitedbythenationalandprovincialDPWtoparticipateintheNYSprogramme. The youth were trained in artisan trades in the built environment for a period of one year. The training of the youthontheNYSprogrammecontributestowardstheskillsdevelopmentoftheyouth.TheDepartmentsignedanMoUwiththeNYDAtoprovideopportunitiesforthetrainingof100youthasartisansinpartnershipwiththeServicesSectorEducationTrainingAuthority(SSETA).
 It is worth noting that some of the challenges facing the programme include the non-reporting of work opportunities createdthroughownfunding(MunicipalInfrastructureGrant(MIG))bypublicbodies.Thismayreflectasituationwheremunicipalities have not incorporated the EPWP principles during their planning and budget processes. Poor reporting bykeyprogrammes,suchastheCommunityWorksProgramme(CWP)andtheinfrastructureprogrammesatmunicipallevel,contributedtosuchlowfigures.Criticaltothisprogrammeisrecordkeeping.Poorrecordkeepingbypublicbodiesleads to an inability to comply with reporting requirements. There were also delays by reporting bodies to capture the dataon theEPWP reporting system (EPWP-RS)before theendof thequarter.Thismayhavebeendue to lackofcapacity to collect all the required documentation for reporting. As a result, some of the projects were excluded from reporting, since they did not meet all the EPWP requirements.
 Goingforward,aseriesofinterventionsisalreadyunderwaytoaddressthesechallenges,suchasconductingqualityassessment workshops to identify and correct inconsistencies on the reported data on a quarterly basis, conducting pre-audits in all regions to prepare the public bodies for audits, and ensuring tight management of conditional grants to lead to full compliance and the meeting of the targets of funded public bodies.
 Property management
 Real Estate Investment Services
 ThemanagementofimmovableassetmanagementisguidedbytheGovernmentImmovableAssetManagementAct,2007.
 TheDepartmentgiveseffecttoGIAMAthroughvariousprogrammes,suchasRealEstateInvestmentServices,whichcomprises the User Demand Management, Planning and Precinct Development Services and Real Estate Investment Management sub-programmes.
 Government’s planning for infrastructure is informed by the UserAssetManagement Plans (UAMPs). These plansprovide an informed approach to planning in providing short-, medium- and long-term accommodation requirements of client departments in support of their services delivery objectives. Strategic accommodation requirements encompassed in the UAMP are then matched against the supply of custodian assets as articulated in the Custodian Asset Management Plan. Various acquisition methodologies are investigated to address the gap in accommodation requirements. The acquisition model that is then implemented contributes to the socio-economic imperatives of government.
 In the year under review, 42 client departments were assisted to develop UAMPs. Of the 42 clients, only 10 have capital infrastructure projects. The Department assisted these 10 clients to submit signed-off infrastructure worklists for project programming and implementation.
 Planning and Precinct Development (PPD) seeks to redress racial spatial imbalances, guided by the NationalDevelopment Plan, as well as to integrate government infrastructure planning to create efficiencies, balance theleased portfolio, save costs and ensure more accessible services to the public. The core mandate of PPD is to develop government accommodation solutionswithin identified government precincts in collaborationwithmunicipalities andsectordepartmentstoensureefficienciesforthestate.
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 The Department developed a Strategic Spatial Framework to assist with spatial targeting. This resulted in 40 urban and 40 rural municipalities being selected from the 232 municipalities in the country for government precinct planning.Duringthe2016/17financialyear,planningactivitiescommencedin20municipalitiesincluding,urbanandruraltowns.ThePPD completed government precinct plans for Tshwane, Ethekwini, Howick and Mount Fletcher in 2016/17. Completed precinct plans are on state-owned land with costed concepts and site clearance processes that are underway.
 The GIAMA objectives are addressed in that state’s immovable asset portfolio is utilised for government precinctdevelopment, ensuring accessible services to the public, reduced lease cost and serving as a catalyst for economic and social development in urban and rural areas.
 TheleasingportfolioinTshwane,whereallgovernmentheadofficesarebeingclusteredinprecincts,iscurrentlyover1million m². Recently acquired township approval in one of the precincts will facilitate the development of three new head offices,whichwillreducetheleasefootprintbyapproximately350000m²inthenextthreeyears.
 In theTshwaneNorthernGateway, threestrategicparcelsof landare in theprocessofbeingacquired fromtheCityof Tshwane, after which site establishment will commence. The town planning processes have been initiated for the developmentofaheadofficewithintheTshwaneCapitalHillPrecinct,tobeplannedandexecutedinconjunctionwiththeCityofTshwane.Incommissioningserviceinstallations,anestimated3500jobswillbecreated.TheacquisitionoflandforthedevelopmentoftheGovernmentPrintingWorksinTshwanehasthedevelopmentpotentialof70000m²tothevalueofR700million.Thesiteenablementprocessisatanadvancedstage.TheredevelopmentoftheoldHGDeWittstate-ownedsiteinTshwaneisaprojectof20000m²tothevalueofoverR500million.Thesiteclearanceistocommenceinearly2017forHeadOfficedevelopment.
 ThePPDhasidentifiedagovernmentprecinctintheJohannesburgCBDwithadevelopmentvalueofR380million.AprecinctisbeingplannedinPolokwanetoaccommodatetheDPWregionalofficesand,infuture,otheradministrativeclientdepartments.Thefirstphaseofthedevelopmentcomprisesabuildingof5000m²tothevalueofR130million.Itis estimated that the project could lead to the creation o 30 additional jobs.
 In Mbombela, a government precinct is planning to accommodate social cluster clients in a development with an extent of 6 000 m² to the value of R108 million.
 State-ownedlandof16.6hahasbeenidentifiedforclientdepartmentsinDurbanforasecurityclusterwithadevelopmentpotential of 170 000 m2.TheestimatedvalueoftheprojectisR853millionanditcouldleadto110newjobopportunities.
 Land exchanges were completed in Howick and Mount Fletcher, where social cluster precincts will be developed within thenexttwotothreeyears.ThePPDcompletedthegovernmentprecinctplansforthesetownsandtheproposedofficedevelopment will serve as a catalyst for economic development in these rural areas. Site clearance processes are under way, after which construction will commence. For these precincts, the number of jobs to be created in the site establishment phase is estimated at 100.
 The Real Estate Investment Management sub-programme is mandated to increase the value of the immovable asset portfolio under the custodianship of the Department with the objective to inform asset management decisions through optimal investment solutions and to measure the level of performance of the immovable asset portfolio that informs propertyandportfoliostrategies.Furthermore,theprogrammeensurescompliancewithGIAMAinthedevelopmentoftheCustodianAssetManagementPlan (CAMP) for theDepartment’sportfolio inconsiderationof theassessmentofbuilding performance and the facilitation of approval for disposals that are responsive to government’s socio-economic objectives. The period under review marks the seventh year of the Department’s updating and enhancement of its CAMP, basedontheinformationprovidedintheUAMPsreceived.FurtherworkinthenewfinancialyearwillensurecontinuedimprovementoftheCAMPtocomprehensivelyreflectthestateoftheDepartment’simmovableassetportfolioandallplanned projects and associated initiatives within it.
 This programme is also entrusted with the development stages of the National Infrastructure Maintenance Strategy (NIMS),forwhichtheNationalImmovableAssetMaintenanceManagementFramework(approvalpending)hasbeendeveloped.EndorsementwillbesoughtfromMinMecinthenewfinancialyeartoapplytheNIAMMtothePublicWorkssector in alignment with the development of a sector maintenance strategy. Thereafter, Cabinet approval will be sought to roll this out to all government infrastructure sectors, as was the intention of NIMS when launched in 2008.
 During the year under review, the programme continued its efforts to clear backlogs in relation to requests for disposals and feasibility studies that inform investment and disinvestment decisions. In this regard, approval was granted to disposeof12landparcelstotalling263.0849haasfollows:• Humansettlements:244.2896ha• Socio-economicdevelopment:18.7953ha(includingservitudesforwater,electricityandroadinfrastructureconstruction)
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 Additionally,230feasibilitystudiesand290propertyvaluationswerefinalisedtoinformpropertyinvestmentdecisionsthat,intimetocome,willaccommodateclientdepartmentsinefficientandcontemporaryaccommodation,withinwhichthey will undertake their line function services to the community at large.
 Thecompleted230 feasibilitystudies relate toacquisitionanddisposal requests.Basedonviableoptions identified,the analysed future acquisition-related projects will result in a forecast total capital outlay (investment value) of R11.4billionwitha total return (saving)ofR5.4billionoveran initial periodof10years,while improving thePMTEbalance sheet.
 In respect of disposal-related projects, these will result in an immediate total income of R77 million with a possible saving ofR115millionofexpenditureoveraperiodof10years.
 Acquisitionprojectsincludethefollowingcategories,amongothers:newpurchaseandtenantinstallation,state-ownedrefurbishments and new constructions, while disposal-related projects, among others, provide for the registration of servitudes, donations, sale and long-term lease-out.
 Of the290property valuationsconductedandfinalised to inform investmentdecisions, valuationswerecompiled toinform rental tariffs for the letting of 60 properties, amounting to R8 192 246 per annum. Itisanticipatedthat,forthe2017/18financialyear,valuationswillincreaseinrespectofassistingbenchmarkrentalsforleased-in properties and in the form of rental reviews apart from valuations related to new accommodation requests for client departments.
 During the year, 723 municipal values for state-owned immovable assets under the Department’s custodianship were appraisedduringthecontestationofmunicipalvaluationrollstolodgeobjectionswherenecessary.Thevaluesreflectedin these municipal valuation rolls were inspected and found to be fair and reasonable. Therefore no objections were lodged, resulting in justifiable invoicespaidandexpendituremaintainedwithin theDepartment’smunicipal ratesandtaxes budget.
 Moving forwards, and as most local authorities are currently in the process of compiling valuation rolls as guided by the MPRA, it is anticipated that the Department, through its in-house Valuation Unit, will assess all the municipal valuation rolls that would be open for inspection during this cycle.
 SuccessfulobjectionstomunicipalvalueswilltranslateintosignificantsavingsintheDepartment’smunicipalratesandtaxesexpenditure,thusimprovingefficienciesandfreeingscarcefinancialresourcesforotherkeyinfrastructurerequirements.
 During the year under review, the performance of over 400 buildings wasmeasured in identified areas, inter alia,efficiency,economy, financial performance,effectiveness,physical condition, functionalityandutilisation.Key issuesthat were found in the performance assessment indicate that there is very high consumption of energy and water in mostfacilities,comparedto industrystandards.Uponfurtherassessment, itwasconcludedthatthereisasignificantmaintenance backlog in most facilities, arising from limited resources to ensure adequate maintenance. This contributes to the continuous deterioration of facilities, which has a negative effect on service delivery and the depreciation of property values. The Department, therefore, has prioritised the initiative to determine and levy appropriate accommodation charges from all its occupants for the use of facilities under its custodianship in order to increase maintenance budgets and address the maintenance backlog. Regular maintenance, including the refurbishment of state-owned facilities, will most certainly improve immovable asset performance and directly enhance the Department’s portfolio value.
 Real Estate Information and Registry Services
 The Real Estate Information and Registry Services programme was established to provide credible immovable asset information that informs investment decisions and portfoliomanagement and to ensure the efficientmanagement andcontrol of the ImmovableAssetRegister (IAR).The programme commencedwith the recruitment of critical resourcesrequired for the IAR's maintenance. The Department initiated the migration of the IAR to a GRAPA-compliant assetmanagementsolutionthatisintegratedwithfinance,projectsandleasingadministrationmodules.TheIAR'sdataisalsoreadyforincorporationintotheUAMPpreparationprocessinlinewithGIAMA.
 A reliableandcomprehensive IAR, integratedwith the restof thebusinessand itsfinancialandpropertymanagementprocesses, remains a critical success factor to the full operationalisation of the PMTE. The majority of the land parcels recognised to date (30 097) have been assessed, and the remaining propertieswill be verified by 31May 2017. Itshould be noted that the PMTE is but one of several state land custodians, as the DRDLR and the provinces, together, are custodians of some 80 000 further land parcels, either already vested or deemed to be under their control by virtue of applicable state functions assigned in terms of the Constitution. Not all state land has been correctly vested by the
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 respective state land custodians, hence there may still be some movement of properties among state land custodians and the PMTE. The PMTE continuously monitors state land allocations among state land custodians in terms of the concurrentmandate,andadjustsitsIARformovementsoncetherelevantpropertyresearchiscompleteandconfirmed.
 AsignificantamountofworkhasbeendoneoverthepastfouryearstoensurethatacredibleandcompliantIARiscompiledand implemented in theorganisation.This includedextensive researchonproperties,gatheringasufficientportfolioofevidenceandassessmentsthereof.Duringthisreportingperiod,thisextensiveandcomplexIARwill,forthefirsttime,becomprehensively tested through audit processes. The outcome of such processes should be indicative of the areas where further attention should be given to improving the quality and usefulness of data. However, the PMTE is dependent on a numberofstakeholderstoprovideaccurateandreliabledatainordertomaintainitsIAR.TheseincludetheDeedsOfficefortitledeedsandrequireddatafeedstoperformrelevantresearch,updatesandreconciliations,theOfficeoftheSurveyor-GeneralforSurveyor-Generaldiagramsandotherkeycustodianstoconfirmpropertyholdingsorchanges.WhilethePMTEhas a close working relationship with such stakeholders, there have been challenges with obtaining the required data or information, which may result in adjustments required to the IAR. This includes information about properties expropriated and changes to deeds data in respect of state land transactions and attending to properties incorrectly vested.
 Processes have been implemented to ensure that the Department’s IAR remains complete, accurate and correctly valued going forward. This entails reconciling the IAR against the deeds records, IARs of the provincial DPW and the register of the DRDLR, and the Land Administration web system on a regular basis. Ongoing maintenance of the IAR also includes the timely processing of additions, disposals, transfers and the capitalisation of completed capital projects. ThepredefinedinformationfieldsintheIARwerepopulatedtocomplywithNationalTreasury’sminimumrequirements,GRAPstandardsandthePMTE’sbusinessrequirements.TheinformationcollectedfortheIARiscontinuouslyreviewedand updated in line with business processes and the applicable Immovable Asset Management Policy. The IAR for 31 March2017waspresentedinlinewiththerequirementsoftheGRAPstandards.
 Reporting and accounting for the state’s immovable assets is steadily improving, given the collaborative efforts between the national and provincial custodians in respect of immovable assets for these custodians, but will require ongoing collaboration among state land custodians and the DRDLR until all state land custodians have deployed the required processes, systems and resources, and are in alignment.
 ThePMTEhassome7500landparcels,whicharenotyetunderthecustodianshipoftheDepartment,andhavethusnot been recognised in the IAR or in property, plant and equipment carrying value. These relate to land on which state domestic facilities have been built, but the PMTE cannot currently prove that a binding arrangement exists, which would enable it to recognise such an asset. Accordingly, the ownership of the underlying land will require regularisation to ensurethateventuallyitiscontrolledbythecorrectcustodian(substanceoverform).ThisworkhascommencedinlinewithastructuredprogrammeandisrequiredtobecompletedintimetoensurecompliancewithGRAP18(applicabletoperiodsbeginningonorafter1April2019).
 While the PMTE is required to comply with the GRAP accounting framework, it is also required to comply with therequirementsofNationalTreasury’sSector-specificGuide,whichdeemsthePMTEtobethe(default)custodianofproperties(forpropertiesnotnecessarilyreflectedbyarespectivecustodianasyet).Giventhetimingandvolumeoftransactionsandthe nature of the state land processes, the PMTE is required to research such transactions before it is able to adjust its IAR.Hence,theremaybeadjustmentstothepropertiescurrentlyreflectedintheIAR.Thisrelatesmainlytovacantlandandresidentialproperties,asthemajorityofthefacilitiesofthePMTEanditsclientshavebeenconfirmedandaccountedfor.DuetothenatureofthePMTE’sbusinessmodel,asignificantnumberoflargeprojectsareconsideredtobeofacapitalnature and have thus been capitalised in the IAR. While the assets replaced by such projects should be derecognised, it was not practicable to consistently apply such requirement since inception of the PMTE, given the available level of granular data in both the projects and the IAR data. Management does not consider this to have a material bearing on the carrying value of property, plant and equipment, given the application of deemed cost as at 1 April 2013.
 Provision of quality functional accommodation
 The Real Estate Management Services Management programme, as one of the core business programmes of the PMTE, is responsible for the provision of quality functional accommodation to client departments through the allocation of state-owned properties to client departments for public service. Where there are no suitable state-owned properties that meet the client department’s needs, the provision of accommodation is done through the acquisition of leased properties. The programme remains closely acquainted with the accommodation needs of the client departments in ordertodeliveraccommodationaccordingtousers’specificationsbecauseitwasspecificallyestablishedtoprovideandmanage the real estate portfolio in support of government’s social, economic, functional and political objectives.
 The historical procurement process, which was designed for goods and services, did not adequately address the acquisition of properties, resulting in landlords charging government above-market rates. At the initial stages of transformation of
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 the PMTE, the National Treasury approved two dispensations according to which existing lease agreements that expire could be extended without applying prescribed procurement processes. These dispensations however proved to be unsustainable due to the strict conditions imposed as some landlords refused to comply with the conditions that were set.Governmentdidnothavealternativeaccommodation.
 Whilegovernmentisthelargestcustodianofassets,approximately15%oftheunutilisedstate-ownedpropertiesareina poor condition.
 Thepoorconditionofstate-ownedpropertiesleadstothefollowing:• The scarcity of suitable state-owned accommodation. This results in the need to acquire new state-owned property
 or to acquire leased property. • Properties remaining vacant and exposed to illegal occupation and vandalism. As the properties remain vacant, more
 residents invade the unutilised properties and they become unavailable for use. Some vacant properties are exposed to vandalism by the community.
 • The inability to generate substantial revenue through the letting of state-owned properties. The programme is expectedtocontributetowardsthefinancialstabilityofthePMTE.Thiscouldbeachievedthroughrevenuegeneratedfrom letting unutilised state-owned properties to the private sector. The poor condition of the properties however limits the market demand for it.
 In terms of the transformation of the property industry, the procurement policies did not enable the Department to achieve its transformation objectives by setting aside lease transactions for designated groups. The concept of setting aside the procurement of leases for designated groups was viewed as unconstitutional as existing procurement policies did not cater for this.
 High cost of lease rentals
 Property leases are, on avarage, concluded at costs that are above the market rates; hence the high rental expenditure of approximately R4 billion per annum. There are a few landlords that dominate the lease portfolio in government, preventingnewentrantstotheindustry,especiallypreviouslydisadvantagedgroups(blacks,youthandwomen).Leasesthat were renewed through National Treasury-approved special dispensations are coming to an end, and there is no adequate procurement framework to deal with the acquisition of leases. To this end, the Department approved the business case for the implementation of the lease framework. The Department conducted national roadshows where stakeholder were engaged on the revised procurement approach and the establishment of a Register of Landlords, from which the accommodation needs of client departments will be strategically sourced.
 Furthermore, the Department obtained National Treasury approval on 9 March 2017 for lease portfolio renegotiations in an effort to achieve a cost saving of R800 million per year towards market related rates and/or below.
 Prestige portfolio
 ThePrestigeportfolioprovidesfullyfurnishedresidentialandofficeaccommodationtoPrestigeclients.Theseincludethepoliticalofficebearers,theChiefJusticeandDeputyChiefJustice,SpeakeroftheNationalAssemblyandDeputySpeakerof theNationalAssembly,MembersofParliament,Directors-Generalandsessionalofficials.ThedeliveryofaccommodationforParliament(legislativeseat)ismanagedandlocatedinCapeTown,whiletheExecutive(administrativeseat) is inPretoria.This portfolio is responsible for themaintenanceof theaforesaidaccommodation, including theUnion Buildings and the Parliamentary Precinct. The Prestige portfolio is also responsible for the implementation of security measures for Members of the Executive at state-owned houses, as well as in their private residences, which aredesignatedasofficial residences,nationalkeypointsandotherkeystate-ownedbuildings.Additionally,movableinfrastructure support to state functions or events is also the responsibility of this portfolio.
 Toeffectivelydeliverontheservicesofthisportfolio,theDepartmenthassignedaservicelevelagreement(SLA)withthe Presidency. This approach will ensure a consistent level and standard of services and enhance a positive client experience with Prestige through the set norms and standards for the provision of movable assets. These standards will promote the equal treatment of clients, fairness and transparency. By bringing strategic partners on board, PMTE was abletoacceleraterepairsandmaintenanceofimmovablepropertyinthisportfoliowhichhascontributedsignificantlytoimproved intergovernmental cooperation.
 Oceans economy: Operation Phakisa
 ParalleltotherepairprogrammeistheDepartment’sparticipationinthePresidentialprogramme,OperationPhakisa:Oceans Economy - Unlocking the economic potential of South Africa’s oceans. To date, a number of government
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 departments, banks, educational institutions, organised labour, community trusts and groups, as well as potential investors and research entities, have convened to identify areas of cooperation and the further development of small harbours and the country’s coastline.
 In order to ensure that all role players are consulted and informed of the work to be completed, as well as to engage on possible areas of partnershipwith variousSouthAfrican stakeholders (both private andwithin government), theDepartment has begun with an extended consultation drive.
 Municipalbriefingconsultationshavebeencompletedinfourcoastalprovinces,andwereattendedbyrepresentativesfrom coastal local and district municipalities, as well as the provincial government. Engagements with the private sector, including investmentcompanies,educational institutions,non-governmentalorganisations(NGOs),civicassociationsand traditional leaders, took place in the Eastern Cape, Northern Cape and Western Cape. The same will be convened inKwaZulu-Natalinduecourse.Intheseengagementsthefollowingareaswerediscussed:• Education, training, skills development and legal matters• Harbour and coastline security and employment• Economic and infrastructure development and its alignment of proposed projects with spatial development
 frameworks(SDFs)andintegrateddevelopmentplans(IDPs)
 Small Harbours and Coastline Development
 Historically,thedevelopmentofharbourswasskewedtowardstheWesternCapewhereallthe12existingproclaimedfishingharbours are located, together with various other small unproclaimed harbours. In order to keep the harbours in optimum working condition, the Department initiated a repair programme under the Small Harbours and Coastline Development programme. This repair programme has a budget for critical capital expenditure, as well as a portion for the maintenance of the harbours until March 2019.
 The Small Harbours and Coastline Development programme was created to manage the utilisation and administration, and providefacilitiesmanagementservicestoallsmallharbours(proclaimedandnon-proclaimed).Thisfunctionincludesthemanagement of state-owned coastal properties, including the admiralty reserves along the South African coastline. The key objective of this programme is to identify areas for possible investment to promote localised job creation, economic growth and the socio-economic development of communities and municipalities in the immediate vicinity.
 TheprogrammehadaninitialbudgetallocationofR400milliontoruntherepairsprogrammefortheperiod2015totheendofMarch2019.Withtightfinancialconditions,theprogrammehassincereduceditsnationalprioritytobuildingthreenewsmall harbours in three provinces. Additional grant funding has been sourced from the Peoples’ Republic of China. This grant fundingwillbeusedinthenextfinancialyeartoconductfeasibilitystudiesandprovideconceptdesignsforthedevelopmentofspatialandeconomicdevelopmentframeworks(SEDFs)forthreenewsmallharboursatPortStJohns(inthePortStJohnsMunicipality,EasternCape),PortEdward(intheRayNkonyeniMunicipality,KwaZulu-Natal)andPortNolloth(intheRichtersveldMunicipality,NorthernCape).
 Construction project management
 Construction Management plays a vital role in the Department’s value chain in delivering construction projects and ensuring successful delivery within time, cost and quality. For the year under review, the Department undertook many construction andmaintenanceprojects,amountingtoR4.8billion.Therecoverablecapitalexpenditure(includingconstructionexpenses)amountedto86%(R2.8billion)ofthetotalbudgetcomparedto97%inthe2015/16financialyear.Therecoverablecurrentexpenditure(plannedmaintenance)amountedto104%(R885million)of thebudgetcomparedto135%in2015/16.Thevariationsinthecurrentyeararearesultofdelaysincapitalprojectsandreclassificationofprojectsfromcapitaltocurrent.Non-recoverable capital expenditure is funded through a budget transfer from the main vote to the PMTE and amounts to 103%(R1.1billion)ofthebudget.
 In furthering the implementation of the IDMS from the development of UAMPs by client departments and the Custodial CAMP,theDepartmentdevelopedsixInfrastructureProgrammeManagementPlans(IPMPs)andInfrastructureProgrammeImplementationPlans(IPIPs).Theinitialperformancetargetwasfourforeach,therefore150%performanceachievementwas registered.
 The abovementioned takes the implementation of the IDMS to an advanced practical level. This will yield improvements in the planning, design and execution of accommodation solutions for the DPW’s clients over the Medium-term Expenditure Framework(MTEF)period.
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 TheDepartmentiscurrentlyfacingthefollowingchallenges:• Limited internal technical and professional capacity (project managers and technical professionals, such as architects,
 engineersandquantitysurveyors)• Thelateconfirmationoffunds(budget)ateverystageofimplementingprojectsbyclientdepartments• The imposition of a change of scope by client departments during the design phase and after site handover • The poor performance of service providers, both consultants and contractors, on certain projects, resulting in the
 extension of time, penalties and the cancellation of contracts• Liquidation of contractors before the completion of projects awarded to them
 Tocurbthesechallenges,theDepartmenthasputinitiativessuchasthefollowinginplace:• Theestablishmentofasupplychainmanagement(SCM)warroom,whichtracksandmonitorsprojectsinthe
 evaluation and adjudication stages• The institutionalisation of the IDMS in the Department including the provincial DPW, which includes a review of
 processesandsystemsandachievementsasfollows: - TheProjectManagementOfficeassistsinmanagingIDMSimplementation. - The National IDMS Steering Committee for both the national DPW and the provincial DPW, aimed at monitoring
 implementation and identifying common challenges in the delivery of infrastructure and interventions. - The alignment of the IDMS targets in the delivery value chain and development of measuring tools. - OngoingreviewofSpatialDevelopmentInfrastructureFramework(SDIF)byanin-houseteam,whichincludes
 theservicedeliverymodel(SDM),businessprocesses,standardoperatingprocedures(SOPs),delegations, delivery standards and unit costing.
 - Implementing a generic functional structure, which is aimed at supporting infrastructure delivery, utilising the IDMS approach.
 • UtilisationofgovernmententitiessuchastheIndependentDevelopmentTrust(IDT)(theAcceleratedSchoolsInfrastructureDelivery(ASID)schoolprogrammeinEasternCape)andCoega(65strategicprojectsfortheMthataregionaloffice).
 • The implementation of a joint teams strategy between the DPW and major client departments, such as the South AfricanPoliceService(SAPS),DepartmentofCorrectionalServices(DCS),theDepartmentofJusticeandConstitutionalDevelopment(DoJ&CD),theDepartmentofDefence(DoD)andtheDepartmentofHomeAffairs(DHA).Jointteamsaremeanttodealwiththejointidentificationandunblockingofchallenges.
 • The recruitment of retired professionals to assist with the mentorship of young professionals or graduates. • The Department has held one-on-one sessions with all contractors and, in particular, with those that have been
 underperformingtoaddresschallengessuchascashflow,lackofskillsorcapacity,andconstructionprojectmanagement.
 In the period under review, the Department completed about 180 projects with a total value of R3.9 billion, ranging from government buildings to police stations, prisons, border posts, Presidential guest houses, museums and magistrate courts across the country. All of these projects were completed in various provinces throughout the country and have had a profound effect on the accessibility and service delivery to the South African public. In particular, the increase in the number of police stations and magistrates’ courts in areas that have never been serviced before are having an impact on reducing crime rates where it has been established. The upgrading of border posts spread across the provinces adjoining other countries has also ensured much better control and improved service.
 Facilities management
 Historically,theDepartmenthasneverhadafullyfledgedfacilitiesmanagementfunctionwithaplannedmaintenanceprogramme. This resulted in reliance on unscheduled maintenance or reactive maintenance and a high backlog of maintenance of state-owned buildings. In addition, there has been a challenge of utilisation fragmented and manual systems, making it very difficult to respond to calls from client departments in good time.While existing businessprocessesrelatingtoreactivemaintenanceisoutdated,newrevisedbusinessprocessesarebeingfinalisedforapproval.There are no clear guidelines or criteria to assess the existence and validity of complaints reported by client departments. On safety issues, numerous safety incidents and contravention notices are pointing to the need for an increased focus onoccupationalhealthandsafety(OHS).
 Duringthelastfinancialyear,thePMTEundertookananalysisofallmaintenanceservicestofullyunderstandthereasonsfortheinefficienciesandweaknessespresentinthefacilitiesmanagementenvironment.Thisparticularfunctionwasthereforeprioritised to address fragmented and manual systems, poor facility conditions, ballooning unscheduled maintenance expenditureandrepeatedauditfindings.
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 A comprehensive maintenance strategy is being developed to improve the condition of the state’s portfolio to meet the requirements of client departments. The strategy focuses on both unscheduled and scheduled maintenance, with the aim ofdevelopingskillsandcreatingworkopportunities,whilealigningthiswithNIMSandGIAMA.Theapproachisalsoaimedat reducing the number of unscheduled maintenance incidents and associated expenditure, while preserving the condition of the portfolio.
 During the year under review, the centralisation and direct control of the divisional budget for Facilities Management has yielded greater accountability and visibility of current expenditure trends. This decision allowed greater visibility and control of prior year commitments to suppliers. Furthermore, the procurement of information and communication technology (ICT)toolstoimprovetheautomationofoperations(theFacilitiesManagementEnterpriseSystemandTelemetryRemoteMonitoring)isanotableachievement.Theenterprisemanagementsystemwentliveduringtheyearunderreview.However,some challenges were experienced due to inter alia, dependencies that relate to more detailed information required that is not yet available in the asset register.
 The prioritisation of the property portfolio was done, which cuts across all client departments. This prioritisation allowed the branchtoframeapilotprojectwiththefollowinghighlights:• Facilities Management will deliver a model for the top 300 facilities.• A Critical Component Maintenance programme has been established (lifts, boilers and heating, ventilation and air
 conditioning(HVAC)).• Conditionassessmenthasbeencompletedforthetop15facilitiesearmarkedfortotalfacilitiesmanagement(Pretoria
 region).
 Sinceitsinception,theResourceSavingsProjecthasreachedseveralsignificantmilestonesandiscontinuouslydeliveringonitsobjective.Suchmilestonesincludethefollowing:• The establishment of a National Baseline Committee• The introduction of standardised business processes• Theapprovalof85waterbaselinesand29energybaselinestodate• The incorporation of shared savings contract facilities within the Vodacom Telemetry Project
 Human Resources Plan and the capacity-building programmes
 During 2016/17, the Department managed to process and conclude a review of the organisational structures for both the Department and the PMTE. The review of the organisational structure remains critical in the stability and growth phase of the turnaround strategy. Key to the review was a requirement for both National Treasury and the Department of Public Service and Administration to align the organisational structure within the allocated budget over the MTEF. The other critical factor was the need to focus functional responsibilities to respond to the departmental mandate.
 The Human Resources Plan responded to the various commitments arising from the State of the Nation Address (SONA), budget votes, the Minister’s Policy Statement and the imperatives of the Turnaround Programme of theDepartment. The Department created internal dedicated capacity within the PMTE through contract appointments to cater for theaddedareasof responsibilities in relation to theProgrammeManagementOffice,SmallHarbours,GreenBuildingsandWaterTreatmentpendingthefinalisationofthereviewoftheorganisationalstructure.TheappointmentofawaterscientistandthecollaborationbetweentheDepartmentandRandWaterresultedintherecruitmentofcertifiedwaterprocessors. This contributed to the improvement of water quality at some of the water treatment plants to achieve Blue Dropcertification.Capacitationwasalsoprovidedtostrengthenthedeliveryofcapitalprojects.Recruitmentwasdoneinconstruction project management and other engineering disciplines. Capacity was also provided for the enhancement of theIARand,throughthisapproach,theDepartmentwas-forthefirsttime-abletoappointtwopropertyactuariestoinformasset investment decisions. This capacitation model was applied to avoid bloating the post establishment and creating long-term pressures on the compensation budget for the MTEF period. The appointment and extension of employment contracts, as prescribed in the Public Service Regulations of 2016, and approved by the Minister of Public Service and Administration, was aligned to the implementation of the new organisational structures. The Minister of Public Service and Administration approved the extension of employment contracts to 30 September 2017 for those appointed in existingfunctionalareaswithintheDPWandPMTE,andto31March2018foremployeesidentifiedascriticalfortheturnaround interventions.
 The DPW continued to contribute to high-level human capital development and to the creation of a pool of critical skills,aimedatchangingtheprofileoftheworkforcebygrowingarepresentativeworkforceforthebuiltandpropertyenvironment, while growing the size and raising the quality of the human capital base needed to improve the quality of life of all South Africans.
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 Technical skills programme
 Capacitybuilding is important ineveryorganisation.The identification,strengtheningand linkingof theDepartment’stangible resources is pivotal in the realisation of this vision. The review of the organisational structure recognised the role of the Department in relation to its concurrent mandate support, and resulted in the creation of the Professional Services branch, which will, among other things, drive the technical capacity development programme nationally in collaboration with the provinces, other national departments in the same sector, relevant sector education and training authorities (SETAs)andinstitutionsofhigherlearning.Toensureoperationalimprovement,adirectaccountabilitymodelhasbeenadoptedforeachbusinessareathroughoutthedifferentfunctionalareas.Variousstrategicpositionshavebeenfilledandvarious technical and professional experts have been placed in the property management environment.
 TheDepartmenthascommencedwithimplementingvarioustechnicalcapacity-buildinginitiativestoaddressitsspecificskills requirements. This called for partnership arrangements with the South African Property Owners’ Association (SAPOA)andtheCoegaDevelopmentCorporationtoreskillandupskill theemployeesthroughtailoredprogrammesthat address the specific requirements of the Department. The partnerships involved the facilitation of training anddevelopment, aimed at improving the skills and capabilities of employees. The alignment of the employees’ work plans to theseprocessesandprogrammesensuresmaximumbenefitsinFacilitiesManagementandPropertyManagement,aswellascertificatesforcommercialpropertypractitionersandprofessionaldevelopment.Tofacilitatetheseprogrammes,SAPOAhasenlistedthehelpoftheUniversityoftheWitwatersrand(Wits),theUniversityofPretoriaandtheUniversityofCapeTown(UCT)GraduateSchoolofBusiness.
 Internal Skills Development Programme
 TheDepartmenthad1909beneficiariesparticipatingintheskillsdevelopmentprogramme.Throughforgingstrategicnetworks, which led to additional funding, the skills development programme contributed to meeting the Department‘s demand for skills. The various categories of skills sets included skills in the built environment (engineering, town planning, urban design, property valuations, quantity surveying, construction project management, architecture and landscape architecture)andpropertymanagementorrealestate. The Department continued with the implementation of the retired professionals’ programme in order to close the current technical and professional skills gaps and to provide the necessary mentorship, coaching and guidance to young professionals towards professional registration with the relevant professional councils. To this end, 86 young professionals acquired professional registration. The success of the programmes to increase technical capacity has resultedin32youngprofessionalssecuringexternalappointmentsand54remainingintheDepartment.Theseyoungprofessionals are placed in the various areas of the PMTE, and provide much critically needed technical expertise. They are deployed in various service areas. For example, water graduates and technicians are deployed to water facilities and have been instrumental in improving the conditions in these facilities, with a special focus on compliance levels (the registrationofplantsandpersonnelinKwaZulu-NatalandMpumalangawiththeDepartmentofWaterandSanitation).
 A total of 39 artisan trainees have acquired artisanship status, 18 are appointed in the workshop structures of the Department, nine secured external placements, and 12 await appointment into the workshop vacancies pending the finalisationofthestructuralreview.ThemanagementtraineeshavebeenkeyintheDepartment’seffortstohaveanIAR.These trainees have been deployed in this area, and have contributed to the success registered.
 The Schools Programme has ensured that the Department sponsors high-performing Mathematics and Physical Science learners from disadvantaged schools in rural, farming and township communities. Since 2014, 296 students have been awarded full-time bursaries to pursue studies in the built environment, property and facilities management. Through the BursaryCareProgramme,theDepartmenthasbeenabletoregister87%successinthisscheme.Oftheremaining13%,4%comprisesstudentswhohavebeendismissedfromtheirstudiesbytheinstitutionsduetopoorperformance,and9%comprises students whose bursaries have been suspended due to poor performance.
 The ICT internship resulted in the appointment of 31 trainees to man the internal Works4u call centre. The Worx4U call centre seeks to integrate and support all customer relations management activities by proactively improving communication services and enhancing relations among stakeholders who are involved in the management of facilities provided by the DPW’s Facilities Management Unit.
 The recently approved communication strategy and plan is in place and ready to be rolled out. The communication strategyandplanisinformedbythefourfunctionsofcommunicationintheunit: internalcommunications,mediaandstakeholderrelations,publicrelationsandmarketing,andprogrammecommunications(EPWP).Thestrategyalsocoversthe change management process and turnaround strategy of the Department. It gives clear communication initiatives that are implemented in each quarter.
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 Supply Chain Management overview
 During the period under review, the SCM Unit, which operates as a shared service for both the DPW and the PMTE, embraced and incorporated all SCM reform legislation promulgated by National Treasury in line with the National TreasuryReformsReviewof2015.
 TheSCMUnitisstrategicallypositionedtobeoneofthemostsignificanttrajectoriesforservicedeliveryfortheentireDepartment, procuring infrastructure and property, facilities management and general goods and services. Over the past four years, the entire SCM system has been subjected to an extensive review, customisation and business process re-engineeringtomeetbusinessneeds,ensurecomplianceandenhanceefficiencies.
 With the support of theOffice of theChiefProcurementOfficer atNationalTreasury, anSCM reformpackagewasdesigned to put the Department’s SCM on a seven-year reform path. The reform trajectory for supply chain is mirrored and remains aligned to the Department’s seven-year turnaround strategy. The Department has fully embraced the implementationoftheNationalTreasuryCentralSupplierDatabase(CSD)andhasmigrateditssupplierdatabasetotheCSD. This further ensures that the pool of suppliers to government as a whole is expanded.
 TheDepartmentupgradeditselectronicquotationsystem(Devolution)tointerfacewiththeCSDandallowfullnominationof suppliers electronically. The Department has also established a help desk to assist service providers to register on the CSD.Aspartofthestrategicsourcinginitiativesandtobenefitfromeconomiesofscaleandquickerturnaroundtimes,theDepartment is implementingterm(period)contractsforanumberofcommoditiesandservices. Thesecontractswillbeleveragedtotargetqualifyingsmallenterprises(QSEs),emergingmicroenterprises(EMEs),small,mediumandmicroenterprises(SMMEs)andotherdesignatedgroups.
 AsignificantnewdevelopmentininfrastructureacquisitionwasthereleaseinJuly2016ofthe“StandardsforInfrastructureProcurement and Delivery Management” (SIPDM) by National Treasury. The SIPDM is now aligned to the NationalDevelopmentPlan(NDP)focusareaofrecognisingdifferentiatedstreamsofprocurementthatrequiredifferentskillsets.
 The Department is fully compliant with the cost containment measures introduced by National Treasury. The lack of a poolofpublicsector,SCM-qualifiedpractitioners,particularlyinthebuiltenvironmentandpropertyenvironment,hasanimpact on the execution of the mandate of the Department.
 Due to the lack of an integrated IT system for end-to-end procurement transacting, the utilisation of manual systems remains a challenge.
 1.4 OVERVIEW OF THE FINANCIAL RESULTS
 1.4.1 Main account
 Programme revenue 2016/17
 The table below depicts a comparison of the departmental revenue receipts against estimates and is compared to the prior year performance.
 Table 1.2: Revenue receipts
 Departmental receipts
 2016/17 2015/16Estimates Actual
 amount collected
 (Over)/under collection
 Estimates Actual Amount
 collected
 (Over)/under collection
 R'000 R'000 R'000 R'000 R'000 R'000Sale of goods and services other than capital assets
 595 1 261 (666) 578 994 (416)
 Interest, dividends and rent on land
 1 089 12 361 (11272) – 2 300 (2300)
 Sale of capital assets – 70 (70) – – –Financial transactions in assets and liabilities
 1 080 916 164 1 300 3 812 (2512)
 Total departmental receipts 2 764 14 608 (11 844) 1 878 7 106 (5 228)
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 TheDepartmentcollectedR14.6millionasperthedifferentcategoriesreflectedinTable1.2.Theincreaseinrevenuemainly relates to interest to the amount of R12 million received on advance payments made to the IDT for the non-state sector incentive and other projects implemented on behalf of the Department.
 Budget allocation 2016/17
 TheDepartment’sadjustedappropriationfortheyearunderreviewwasR6.513billion,whichisanincreaseof3%comparedtothe2015/16financialyear’sadjustedappropriationofR6.312billion.Theincreaseinthebudgetallocationwasmainlyforincreases in current payments and transfers and subsidies for the EPWP incentives and conditional grants. AsdepictedinTable1.3,thebulkoftheappropriatedfinancialresources(91%)areallocatedtotheEPWP(36%)andforPropertyandConstructionIndustryPolicyandResearch(55%).Thesetwoprogrammesrepresentthemajorproportionof the Department’s mandate or deliverables.
 Table 1.3: Budget allocation per programme
 Budget allocation per programme R'000 Allocation as a percentage
 Programme1:Administration 516006 8%Programme2:IntergovernmentalCoordination 28 639 0%Programme3:ExpandedPublicWorksProgramme 2319500 36%Programme4:PropertyandConstructionIndustryPolicyandResearch 3553090 55%Programme5:PrestigePolicy 95564 1%Total 6 512 799 100%
 Expenditure analysis
 Asummaryof theDepartment’sfinancialperformance isprovided inTables1.4,1.5and1.6below,whichshow theoverallbudgetandexpenditure,aswellasspendingpereconomicclassification.
 Table 1.4: Overall expenditure analysis
 Budget allocation2016/17 2015/16R’000 R’000
 Budget allocation 6512799 6 312 222 Actual expenditure 6 403 346 6 281 147Actual:Spentbudget(percentage) 98.3% 99.5%Unspent funds 109453 31075Actual:Unspentbudget(percentage) 1.7% 0.5%
 Table 1.5: Expenditure analysis per programme
 Departmental receipts
 2016/17 2015/16Final
 appropriationActual
 expenditureVariance Expenditure
 as a percentage
 Final appropriation
 Actual expenditure
 Expenditure as a
 percentageR'000 R'000 R'000 % R'000 R'000 %
 Administration 516006 450444 65562 87.3% 480 334 479150 99.8%Intergovernmental Coordination
 28 639 16 477 12 162 57.5% 46015 44 748 97.2%
 Expanded Public Works Programme
 2319500 2 301 446 18054 99.2% 1953369 1 939 908 99.3%
 Property and Construction Industry Policy and Research
 3553089 3547048 6 041 99.8% 3742985 3735387 99.8%
 Prestige Policy 95565 87 931 7 634 92.0% 89519 81954 91.5%Total 6 512 799 6 403 346 109 453 98.3% 6 312 222 6 281 147 99.5%
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 Table 1.6: Spending per economic classification – Department of Public Works
 Departmental receipts
 2016/17 2015/16Final
 appropriationActual
 expenditureVariance Expenditure
 as a percentage
 Final appropriation
 Actual expenditure
 Expenditure as a
 percentageR'000 R'000 R'000 % R'000 R'000 %
 Current payments Compensation of employees
 470 261 438 827 31 434 93.3% 454959 435858 95.8%
 Goodsandservices
 431859 366 092 65767 84.8% 370 820 364 462 98.3%
 Interest and rent on land – – – – 1573 1573 100.0%
 Transfers and subsidies Provinces and municipalities
 1425668 1425666 2 100.0% 1 140 001 1 139 399 99.9%
 Departmental agencies and accounts
 3507375 3507343 32 100.0% 3653519 3653519 100.0%
 Foreign governments and international organisations
 28 234 28 234 – 100.0% 23 273 23 363 100.4%
 Public corporations and private enterprises
 – – – – 50000 50000 100.0%
 Non-profitinstitutions
 600 427 600 427 – 100.0% 535147 535147 100.0%
 Households 10 068 9579 489 95.1% 10 467 9 886 94.4%Payment for capital assets Machinery and equipment
 31451 19 722 11 729 62.7% 27 703 23 180 85.0%
 Software and other intangible assets
 6057 6057 – 100.0% 357 357 100.0%
 Payment forfinancialassets
 1 399 1 399 – 100.0% 44 403 44 403 100.0%
 Total 6 512 799 6 403 346 109 453 98.3% 6 312 222 6 281 147 99.5%
 DepartmentalspendingfortheperiodunderreviewwasR6.281billion,whichrepresents98.3%oftheadjustedbudgetofR6.312 billion. The underspending of R109 million mainly occurred in compensation of employees, goods and services, and machinery and equipment.
 Detailsofunderspendingperprogrammeandeconomicclassificationarediscussedbelow:
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 Programme 1: Administration
 TheunderspendingofR66millioninProgramme1relatestothefollowing:• Compensation of employees’ underspending of R13 million resulted from positions remaining vacant during the
 financialyear,andnotbeingfilledduetothereviewoftheorganisationalstructure.• Goodsandservices’underspendingofR45millionwasmainlyduetolowermunicipalservicescostsresultingfrom
 theimplementationoftheenergyandwaterefficiencyprogramme.Thefullimplementationofthecostcontainmentinitiative as directed by National Treasury also contributed to a saving in travel and subsistence, communication andadvertisingexpenditure.Inlinewiththeimprovedauditoutcomesinthepreviousfinancialyears,departmentalspendingonauditfeesdecreasedsignificantlyduetotheassociatedlowerrisk.
 • Machinery and equipment’s underspending of R6.8 million was due to a delay in the planned acquisition of assets.
 Programme 2: Intergovernmental Coordination
 TheunderspendingofR12millioninProgramme2relatestothefollowing:• Compensation of employees’ under-spending of R6.3 million is mainly due to the delay in capacitating the newly
 established Professional Services and Intergovernmental Coordination branches in line with the revised approved organisational structure.
 • Goods and services’ underspending of R3.8 million is due to low spending on planned activities for the newlyestablishedbranchesresultingfromdelayinfillingofvacantpositions.
 • Machinery and equipment’s underspending of R1.7 million is due to delay in planned acquisition of assets resulting fromunfilledvacantpositionsforthenewlyestablishedbranches.
 Programme 3: Expanded Public Works Programme
 UnderspendingofR18million(equivalentto0.8%)mainlyrelatestogoodsandservices.Theunderspendingwasduetoa delay in the implementation of the social, environment and culture projects.
 Programme 4: Property and Construction Industry Policy and Research
 UnderspendingofR5.8millioninProgramme4wasoncompensationofemployeesduetovacantpositionsthatwerenotfilledduringthefinancialyear.
 Programme 5: Prestige Policy
 Underspending inProgramme5 related toR5million forcompensationofemployeesdue tovacantpositions in thebranchthatwereonlyfilledinthelatterpartofthefinancialyear.MachineryandequipmentunderspentbyR2.6million.
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 Figure 1.2: Spending trends
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 ExpenditurewasR537million permonth on average,with high spending ofR1 billion andR1.2 billion inApril andOctober 2016 respectively. The high expenditure in April and October is due to transfer payments made to the PMTE. High expenditure in the months of July, November and January relate to transfer payments made for EPWP incentives.
 Virement
 Attheendofthefinancialyear,theDepartmentshiftedfundsbetweensub-programmesandeconomicclassificationsinlinewithprovisionsofthePFMA.Thesetthresholdof8%betweenprogrammeswasnotexceeded.Thefundswerethenutilisedasperthetablebelow:
 Table 1.7: Virement for 2016/17
 Programme 4 Programme 5 TotalR'000 R'000 R'000
 Compensation of employees – – –Goodsandservices 459 (482) (23)Transfers and subsidies – – –Payments for capital assets 45 (45) –Paymentsforfinancialassets 23 – 23Total 527 (527) –
 Thefollowingvirementoffundsweredone:
 • Programme4wasincreasedbyR528000throughvirementoffundsfromProgramme5andwasmadeavailableforgoodsandservices,paymentforcapitalassetsandpaymentforfinancialassets.
 • Programme5wasdecreasedby thesameamount to fundexpenditure inProgramme4 througha reductionof R483000fromgoodsandservicesandR45000fromcapitalassets.
 Unauthorised expenditure
 No unauthorised expenditure was incurred. The report for the total cumulative unauthorised expenditure of R261.2 million emanatingfrompreviousfinancialyearshasbeensubmittedtoNationalTreasuryforfurtherattention.
 1.4.2 Property Management Trading Entity
 As is the case with all other public sector institutions, the PMTE has been directly affected by the challenging economic climateandthefiscalconstraintsfacednationally.Duringthe2016/17financialperiod,NationalTreasuryimplementedsignificantbudgetcutsofR250millionagainstaugmentationfundingofthePMTEandR92millionagainstDPWcapital.A further reduction of R447 million is projected over the MTEF period as per the 2017 Estimates of National Expenditure (ENE)allocation.
 Thisreduction infundinghadaverysignificant impactonboththeoperational transformationof thetradingaccount,aswellas theorganisation’sfinancialsustainability.ThePMTE ismid-streamof theseven-year transformationplan,wherebythefocusisontheenhancementofefficiencieswithintheinstitution.Thiscanonlybeachievedifkeydrivers,such as the systems, business processes and people skills, are fundamentally revised and enhanced to support the new operating model of the PMTE. It is unavoidable that such transformation initiatives will involve substantial additional resources to be deployed as seed funding to bring about such improvements in the shortest possible time. The funding constraints experienced due to national and international dynamics will surely slow down the pace at which planned improvements can be institutionalised.
 Thementionedreductioninfinancialsupportfromthefiscuswillalsohaveadirectbearingonthefinancialsustainabilityof the PMTE as a trading entity, where its revenue needs to cover all capital and operational costs. In this regard, the severe impact that budget cuts to the accommodation budgets of client departments have on the PMTE should also be highlighted as a major external risk. Budget allocations for the accommodation costs of major client departments were reducedsignificantly,whichimpactedonthePMTE'sabilitytoeffectivelyrepair,refurbishandmaintainitsimmovableasset portfolio.
 Consequently the upkeep of the entire immovable asset portfolio of the PMTE is not affordable as it is not adequately funded in client departments’ baselines. The root cause of the funding gap can be attributed to the historic determination of these baselines when the repair and refurbishment budgets of the DPW were devolved to client departments in 2006. The calculation of the amounts devolved to client departments in 2006 was based on the
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 informationintheIARatthattime,andinparticular,thefloorspacethattheywerethenoccupying.AtariffofR26/m² was determined at that time, which would ensure that the PMTE remains financially sustainable. This charge washowever, reduced to R4.74/m² as it proved to be too costly to implement at the time.
 As part of the devolution framework agreed towithNationalTreasury then, this significantly reduced baseline tariffofR4.74/m²had toannually increaseby15%.However,asat2016/17, this tariffhasonly increased toR14/m².Forcomparison purposes, it should be noted that, if the tariff of R26/m² that was initially required by the PMTE had been appliedsince2006,andhadgrownby15%annually,thetariffshouldhavebeenR57/m²in2017toensurethefinancialsustainability of the PMTE. Currently, only the equivalent of R14/m² is being recovered from client departments, which represents a serious funding gap.
 In response to the budget pressures that the PMTE is facing, it has implemented the following cost containment interventionsinsupportofitsquesttoenhanceoperationalefficiencies:
 • Renegotiations of the accommodation leases• Shared water and electricity savings• Facilities management and maintenance improvements• Utilisation of unoccupied properties
 Theseandotherinterventionstocutcostscannotbemaintainedindefinitelyasitcannot,inisolation,ensuresustainabilityof the entity as it also impacts negatively on the operational capability and the level of service that can be provided to clients. Steps have therefore been taken to also enhance the revenue generation capability of the PMTE from sources other than government.
 Programme revenue 2016/17
 Table 1.8 depicts a comparison of the estimated PMTE revenue compared to the actual receipts (excluding municipal servicesrevenuerecoveredinlinewiththeagent-principalcriteria).
 Table 1.8: Revenue receipts
 Revenue
 2016/17 2015/16Final
 budget Actual receipts Variance Percentage
 recoveredFinal
 budgetActual
 receipts Variance Percentage recovered
 R'000 R'000 R'000 % R'000 R'000 R'000 %Accommodation charges – leasehold
 4145705 4 227 723 (82018) 102% 4 004 181 3665573 338 608 92%
 Accommodation charges – state-owned
 6772854 6 493 010 279 844 96% 6478695 6403815 74 880 99%
 Augmentation 3 389 448 3 389 448 – 100% 3524652 3524652 – 100%Municipal services management fees
 171 290 184 783 (13493) 108% 191 411 169504 21 907 89%
 Other 20 801 8594 12 207 41% 29 279 88 072 (58793) 301%Construction revenue – 259067 (259067) 100%
 -
 244945 (244945) 100%
 Total 14500098 14562625 (62527) 100% 14 228 218 14096561 131657 99%
 Accommodation charges – state-owned
 The revenue variance is largely attributable to intergovernmental accommodation charges invoiced for R217 million, whichwasnotrecoveredfromclientdepartments(primarilytheDCS).
 Construction revenue
 Projected recoveries from construction contracts are budgeted for against state-owned accommodation charges. Revenue from construction contracts relating to non-state-owned assets is, however, recognised separately as construction revenue intheStatementofFinancialPerformanceinaccordancewithGRAP.Thesecontractswereidentifiedduringtheprocessofcompilingthe2016/17annualfinancialstatementsandrelatedtotheDepartmentofDefence'sendowmentproperties.Aseparate budget allocation will be provided for in future for these non-state-owned assets.
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 Budget allocation 2016/17
 ThePMTE’stotalallocationfor2016/17wasR14.5billion.AsdepictedinTable1.9below,thebulkoftheseresources(93%)areallocatedtoConstructionProjectManagement,RealEstateManagementServicesandFacilitiesManagementServices. These line function programmes represent the major portion of the PMTE’s operations and are directed at the entitiy mandate and deliverables.
 Table 1.9: Budget allocation per programme
 Programme R'000 Allocation as a percentageAdministration 786050 5%Real Estate Investment Services 116521 1%Construction Project Management 4 842 942 33%Real Estate Management Services 5932469 41%Real Estate Information and Registry Services 86 836 1%Facilities Management Services 2735280 19%Total 14 500 098 100%
 Expenditure analysis
 AsummaryofthePMTE’sfinancialperformanceisprovidedintables1.10,1.11and1.12below,whichreflecttheoverallbudgetandexpenditureanalysisperprogramme,aswellasspendingpereconomicclassification(excludingmunicipalservicesexpenditureincurredinlinewiththeagent-principalcriteria).
 Table 1.10: Overall expenditure analysis
 2016/17 2015/16R'000 R'000
 Budget allocation 14500098 14 228 218 Actual expenditure 14 212 808 14563004Actual: spent budget (%) 98.0% 102.4%(Over-)/underspending 287 290 (334786)Actual: budget (over)/underspend (%) 2.0% (2.4%)
 Table 1.11: Expenditure analysis per programme
 Programme2016/17 2015/16
 Final allocation
 Actual expenditure
 Variance Percentage spent
 Final allocation
 Actual expenditure
 Variance Percentage spent
 Revenue R'000 R'000 R'000 % R'000 R'000 R'000 %Administration 786050 623 937 162115 79.4% 847 287 723325 123 962 85.4%Real Estate Investment Services
 116521 108 330 8 191 93.0% 105850 111358 (5508) 105.2%
 Construction Project Management
 4 842 942 4 473 336 369 606 92.4% 4695272 4556989 138 283 97.1%
 Real Estate Management Services
 5932469 6030959 (98490) 101.7% 5695069 5759524 (64455) 101.1%
 Real Estate Information and Registry Services
 86 836 72 277 14559 83.2% 207745 38 300 169445 18.4%
 Facilities Management Services
 2735280 2 903 969 (168,689) 106.2% 2676995 3373508 (696,513) 126.0%
 Total 14 500 098 14 212 808 287 290 98.0% 14 228 218 14 563 004 (334,786) 102.4%
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 Detailsof(over-)/underspendingperprogrammeisdiscussedbelow:
 • Programme 1: Administration The underspending in Programme 1 relates to ICT orders for data centre upgrades and installation of UPS servers
 notbeingexecutedbeforeyear-end.Delayswereexperiencedwiththeroll-outoftheFinanceandSCMefficiencyenhancement turnaround projects due to unforeseen challenges encountered during the procurement process. Compensation of employees was underspent following delays in populating the new structure.
 • Programme 2: Real Estate Investment Services The underspending in Programme 2 relates to delays in populating the new structure.
 • Programme 3: Construction Project Management The underspending in Programme 3 relates to unforeseen delays on PMO turnaround projects. Compensation of
 employees was underspent following delays in populating the new structure. Slow expenditure occurred against the DPWPrestige,Defence,andArtsandCultureprojectsintheCapeTownandPretoriaregionaloffices.
 • Programme 4: Real Estate Management Services The overspending in Programme 4 relates to municipal services. The 2016/17 allocation was reduced based on
 savingsrealisedin2015/16.Expenditureduring2016/17,however,increasedsignificantlyintheCapeTownandPretoriaregionalofficesashistoricalcreditnotesresultingfrompreviousincorrectbillingwereexhausted.
 • Programme 5: Real Estate Information and Registry Services TheunderspendinginProgramme5relatestodelaysinpopulatingthenewstructure.
 • Programme 6: Facilities Management Services The overspending in Programme 6 relates to repairs. The budget is based on the planned projects roll-out of an
 extensive project portfolio. Considering the poor condition of the portfolio, the extent of the repairs to be done at the facilities is often underestimated. It is extremely challenging to accurately cost the project activities at inception. Salaries fortheDOJ&CD’scleanerswerepaidattheNelspruitRegionalOfficefornewfacilitiesthatwereacquiredduringthe2017/18 financial period,whichwere not catered for in the baseline.An advancepaymentwas also erroneouslyprocessed just before year-end to the DBSA as the implementing agent to execute various repair and refurbishment projects. This payment should have been delayed until the start of the new funding cycle.
 Table 1.12: Spending per economic classification
 Economic classification
 2016/17 2015/16Final
 allocationActual
 expenditureVariance Percentage
 spentFinal
 allocationActual
 expenditureVariance Percentage
 spentRevenue R'000 R'000 R'000 % R'000 R'000 R'000 %
 Current paymentsCleaning and gardening
 250657 252895 (2238) 101% 210 099 211 672 (1573) 101%
 Leasing (privately owned)
 4 266 679 4 266 679 – 100% 4 097 073 4 078 738 18335 100%
 Repairs 854551 884 767 (30216) 104% 781151 1054100 (272949) 135%Day-to-day maintenance
 1172504 1172157 347 100% 1275091 1 732 331 (457240) 136%
 Municipal services non-recoverable
 273 916 356464 (82548) 130% 282457 232 440 50017 82%
 Property rates 1 161 796 1 227 927 (66131) 106% 1056178 1259470 (203292) 119%Compensation of employees
 1 469 783 1 366 306 103 477 93% 1 288 773 1140657 148 116 89%
 Admin goods and services
 705421 639 126 66295 91% 720 244 607 878 112 366 84%
 Construction costs – 259067 (259067) 100% – 244945 (244945) 100%
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 Economic classification
 2016/17 2015/16Final
 allocationActual
 expenditureVariance Percentage
 spentFinal
 allocationActual
 expenditureVariance Percentage
 spentRevenue R'000 R'000 R'000 % R'000 R'000 R'000 %
 Capital paymentsCapital non-recoverable
 1 093 388 1115754 (22366) 102% 1 204 786 1158614 46 172 96%
 Machinery and equipment
 40 414 30065 10 349 74% 30 693 13250 17 443 43%
 Capital recoverable
 3 210 989 2 641 601 569388 82% 3 281 673 2 828 909 452764 86%
 Total 14 500 098 14 212 808 287 290 98% 14 228 218 14 563 004 (334 786) 102%
 Materialvarianceexplanationspereconomicclassificationareasfollows:
 • Construction costs: Projected expenditure from construction contracts are budgeted for against capital recoverable. Expenditure from construction contracts relating to non-state-owned assets is, however, recognised separately as construction costs in the Statement of Financial Performance in accordance with GRAP. These contracts wereidentifiedduringtheprocessofcompilingthe2016/17annualfinancialstatementsandwererelatedtotheDepartmentof Defence's endowment properties. A separate budget allocation will be provided for in future for these non-state-owned assets.
 • Repairs: The budget is based on the planned projects roll-out of an extensive project portfolio. Considering the poor condition of the portfolio, the extent of the repairs to be done at the facilities is often underestimated. It is extremely challenging to accurately cost the project activities at inception.
 • Property rates: Approvalwasgiventosettleoutstandingdebtsonarrearratesresultingfromtheratesverificationproject. This resulted in substantial additional arrear payments being settled.
 • Municipal services expenditure: The 2016/17 allocation was reduced based on savings realised in 2015/16.Expenditure during 2016/17, however, increased significantly in theCapeTown and Pretoria regional offices ashistorical credit notes resulting from previous incorrect billing were exhausted.
 • Administrative goods and services: Underspending relates to unforeseen delays in the execution of various turnaround projects.
 • Compensation of employees: Compensation was underspent following the delays in populating the new structure.
 • Machinery and equipment: Underspending relates to ICT orders for data centre upgrades and the installation of UPS servers not being executed before year-end.
 • Capital recoverable: Slow expenditure occurred against the DPW Prestige, Defence, and Arts and Culture projects intheCapeTownandPretoriaregionaloffices,whichledtotheunderspendingonclientinfrastructureexpenditure.
 Bank overdraft of the PMTE
 As previously reported, the current operating model of the PMTE directly contributes to the bank overdraft of the entity. This is due to the fact that the PMTE incurs expenditure on behalf of the client departments, while their invoicing occurs post-paymentat theendof therelevantmonth.Asasignificantportionof thePMTEexpensesrelatestopaymentofthird-party contractual obligations and clients only settle these debts after 60 to 90 days, these costs directly contribute tothebankoverdraftonthePMGaccountofthePMTE.
 Furthermore, the budgets for state accommodation charges of client departments are no longer ring-fenced as the practice has been in the past when the principles of the devolution framework were agreed to. With the current economic pressures mounting and the reduction of client departments’ allocations being a reality, client departments tend to arbitrarily reduce their baseline allocations with regard to accommodation charges or utilise allocated funds for other priorities.Inthemanagementoftheirbudgetsandcashflow,thisinevitablyresultsindelayedpaymentstothePMTE,which also impacts on the high bank overdraft revolving at levels of around R1.2 billion.
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 TheaboveexposureemanatingfromthePMTE’soperatingmodelisbeingaddressedthroughthefollowing:• National Treasury has already supported the position of billing clients in advance so that the timing delay between
 the payment of service providers and the recovery of funds from clients can be minimised.• Interaction with client departments has commenced, which should culminate in signed service level agreements
 agreeingtothefollowing: - therevisedadvancedbillingforknownandconfirmedcommitments; - thepaymentofallliabilitieswithin30days(rental,utilitiescosts,etc.); - the phased implementation of itemised billing for state-owned accommodation, which will lead to reduced disputes regarding the payment of invoices that was historically issued on the basis of the devolution of budgets; and - the payment of a once-off deposit for municipal services or utilities.
 Steps taken to curb irregular expenditure
 The PMTE is considered to be procurement-driven given its nature and operational mandate as they are responsible for the vast accommodation needs of all national departments and other state institutions. The occurrence of irregular expenditure therefore remains a high-risk area that needs to be tightly managed. An analysis done on irregular expenditure reported in previous financial years indicates that over 90%of such cases resulted fromnon-compliancewithSCMprocesses. It was against this backdrop that an independent Inspectorate and Compliance directorate was mandated to review all quotations and bid or tender processes before any award is made. This ensured that irregular expenditure could be prevented, rather detecting it after the fact when legal obligations have already arisen.
 The acquisition of leasing of accommodation in a system that is compliant with the constitutional provisions and SCM processes has been one of the Achilles heels of the Department in the past. This regulatory framework formed the basis on which the Department, together with National Treasury, developed the draft standards on leases as part of the reformed leasing dispensation that better serves the operational needs of the Department. These standards will direct how leases will, in future, be acquired in both national and provincial departments. It is envisaged that the standards will befinalisedandoperationalisedinthenextfinancialyear(2017/18).Thisisastepintherightdirectionasitwillcontributeto curbing excessive costs occasioned by leases from the private sector.
 Thepolicyonthemanagementoffinancialmisconduct,whichisoneofdeterrentsusedagainstirregularexpenditure,was also reviewed and implemented in the year under review. This policy has now been aligned with the latest guidelines onirregularexpenditureissuedbyNationalTreasury.Intheapplicationofconsequencemanagement,officialswhohavebeenfoundguiltyoffinancialmisconductaredealtwithintermsofthepolicy.ThereductionoftheirregularexpenditurebalanceofthePMTEfromR34.4billionin2013/14toR3.5billionin2016/17demonstratestheeffortsandstrategiesputinplacetopreventandreducetheincidencesofirregularexpenditure.Similarly,thecurrentbalanceofR3.5billion,which is a legacy of systemic issues that prevailed prior to the transformation of the Department and the PMTE, will be investigatedandfinalisedintermsofNationalTreasury’sdirectivesinthenexttwofinancialyears.
 Exemptions and deviations received from National Treasury
 Challenges with the implementation of itemised billing
 During the2016/17financialperiod, thePMTEhadanapproval inplace fromNationalTreasurynot to invoiceclientdepartments by means of detailed itemised invoices setting out their actual occupancy of state property. The PMTE therefore continued to invoice client departments on the basis of budgets devolved to them in 2006 irrespective of current occupation. This approval to postpone the implementation of itemised billing expired on 31 March 2017.
 In terms of the expired approval granted, the following key milestones had to be achieved before valid and accurate itemisedbillingcouldberolledout:• Development of a credible immovable asset register• Development of an integrated ERP system• Confirmationbyclientsregardingtheiroccupationofstateaccommodation• Development of a user charge model by the PMTE
 Due to a number of factors, the PMTE is not yet in a position to implement itemised billing.
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 The PMTE embarked on a comprehensive programme to develop a complete, reliable and GRAP-compliantIAR and completed the count (extent), physical verification and high-level condition assessment of the assets.From the outcome of this project it became clear that the PMTE is responsible for an extensive property portfolio, which comprises approximately 31 000 registered and unregistered land parcels on which there are approximately 92000improvements(buildingsandstructures).Thesearelocatedthroughoutthecountryandareutilisedby52clientdepartments, who are the key clients of the PMTE.
 Uptotheendofthe2016/17financialperiod,clientdepartmentsonlyconfirmedoccupationfor64400oftheseproperties,whichapproximates70%oftheportfolio.
 Another key operational dynamic that should be considered is the fact that the IAR is not static as periodic deeds downloads and reconciliation processes reveal additional assets that impact on the portfolio under the custodianship of the PMTE. For example, subsequent to the abovementioned IAR rebuild project, an additional 2 000 land parcels were identifiedfromthestatelandanalysisandreconciliationofnationalandprovincialIARsagainstthedeedsrecords.Inaddition, provincial custodians transferred about 1 700 land parcels to the DPW in terms of section 42 of the PFMA. The PMTEneedstoconfirmoccupationoftheremaining2800properties(30%oftheportfolio)andadditionalproperties(approximately12000).
 The updated IAR was developed fundamentally to meet compliance and reporting requirements in terms of the PFMA andGRAP.FurtherenhancementstotheexistingIARarerequiredtosupportthePMTEinitsendeavourstoimprovefacilities management and, most importantly, to implement itemised billing. For example, a detailed technical analysis, including all key components, is required to assess the condition of the asset portfolio and link the results of this assessment to the existing information on individual properties in the IAR. This information is a key dependency for the implementation of itemised billing.
 Furthermore, as a key driver for the implementation of the user charge model, accurate and consistent building (and components)performanceinformationisrequired.Duetoexistinglimitations(userchargescan,atbest,beestimatedbased on international standards to operational costs of the immovable assets portfolio. Due to the level of deterioration oftheassetsportfolio,thiswill,inallprobability,beanunderestimationoftheactualcosttobeincurred).Anaveragetariff will be determined per asset class and condition level through application of the user charges model.
 Inordertoimplementitemisedbillingthatisrealistic,accurateandaffordable,sufficientinformationisnowavailableonwhich a system can be crafted. Due to the extent of the portfolio and the complexities involved, this will unfortunately not be achieved in a short space of time. The original commitment to implement itemised billing for the entire portfolio by 31 March2017wasindeedover-optimisticasinsufficientinformationhadpreviouslybeenavailableonwhichaninformeddecision could be based.
 Because theAuditor-GeneralofSouthAfrica (AGSA)hasstipulated that itemisedbilling is theonlyacceptableauditevidence supporting the payment of accommodation charges, the PMTE anticipates a reduction in receipts in the next financialyear.Thepoorrecoveryofaccommodationchargeswillthenalsoimpactnegativelyonthecashmanagementoftheorganization,aswellasitsfinancialsustainability.Managementhasthereforerequestedanexemptionforaperiodoffiveyearstoadequatelyaddressthesefunctionalandfinancialchallenges.Duringthistime,itemisedbillingwillbeintroduced in a phased approach to all clients. The PMTE is awaiting feedback and approval from National Treasury.
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 1.5 FUTURE PLANS OF THE DEPARTMENT
 The future plans of the Department are conceptualised and developed in the context of the second and third phases of theturnaroundstrategy:fromefficiencyenhancementtogrowthandsustainability.
 Supply chain management
 In addressing the dynamics inherent within the leasing of accommodation environment, National Treasury and the Department have worked together in developing a supply chain management framework for leasing. This will be issued as the Standards for Leasing and Letting, which will serve to standardise processes for leasing in government. The Department has also adopted a methodology of using panels of landlords from whom accommodation can be sourced. This will further be managed through an interactive IT portal to facilitate ease of transacting.
 To ensure transformation of the property sector, the Department has developed a Property Management Empowerment Policy that will serve to create an enabling, conducive and equitable environment for black people and black-owned enterprises to improve skills and capabilities in this sector.
 The Department's Projects Branch and Supply Chain Unit have reviewed all procedures and frameworks related to the IDMS, and an Infrastructure Policy has been developed that links to the SIPDM system. This therefore places the Department in good stead to be fully compliant to the SIPDM and to deliver infrastructure to enhance service delivery. Panelswithregisteredprofessions(quantitysurveyors,engineersandarchitects)arebeingestablishedtoimprovetheturnaround time for the procurement of infrastructure projects.
 Financial sustainability of the PMTE
 TheexpectedreductioninfinancialsupportfromthefiscuswillhaveadirectbearingonthefinancialsustainabilityofthePMTE as a trading entity in the medium to longer term. In terms of prevailing regulations, the revenue sources of the trading account needs to cover all capital and operational costs on a year-to-year basis. In this regard, the PMTE has notyeteffectivelyrepositioneditselfasafullyfledgedtradingaccountintermsofwhichallpotentialrevenuesourcescaneffectively be exploited. This fundamental switch from a government institution to a commercially focused enterprise will take some time to implement in a manner that will be sustainable in the long term.
 In this regard, it is fundamental to bear in mind that the current client base of the PMTE largely comprises public sector departments and institutions. If the composition of the client base is not revised to accommodate more private sector clients, the revenue-generating capacity of the PMTE will always be constrained by the prevailing affordability criteria of the National Revenue Fund.
 Steps have therefore been taken to also enhance the revenue-generation capability of the PMTE. This will, inter alia, involvetheestablishmentofacommercialhubontheestablishmentofthePMTEduringthe2017/18financialperiod,fromwherenewrevenue-generationstrategieswillbe identifiedand incubated insupportof theoptimalutilisationofthe immovable asset portfolio. Similarly, a framework and the key principles of a financemodel have already beenconceptualised.Thismodelwillbedevelopedduringthe2017/18financialperiodandwillbeusedasatooltoquantifythepotentialimpactofthedifferentrevenuegenerationstrategies,andwilldirectthePMTEtowardsfinancialsustainabilityover the medium to longer term.
 Expanded public works
 The EPWP, in partnership with the Buffalo City Metro Municipality, will roll out the coastal safety and protection project in 2018/19 to create additional work opportunities in the region. Traction in work opportunities is expected to grow over time as more coastal municipalities adopt the concept and implement EPWP for coastal protection in their jurisdictions.

Page 39
                        

Department of Public Works • Annual Report 2016/1737
 1.6
 EN
 TIT
 IES
 RE
 PO
 RT
 ING
 TO
 TH
 E M
 INIS
 TE
 R Th
 eDepartmenthasfourentities,theCBE,theCIDB,theID
 TandAgrém
 entS
 outhAfrica(A
 SA),whichreporttotheMinister.Eachentityhasaspecificmandateandcarries
 outoperationsinre
 lationtotheDepartment’scoremandate.T
 hetablebelowdetailsthespecificnatureofeachentity.
 Tabl
 e 1.
 13: E
 ntiti
 es re
 port
 ing
 to th
 e M
 inis
 ter
 Nam
 e of
 ent
 ity
 Legi
 slat
 ive
 man
 date
 Fi
 nanc
 ial r
 elat
 ions
 hip
 Nat
 ure
 of o
 pera
 tions
 1.
 Con
 stru
 ctio
 n In
 dust
 ry
 Dev
 elop
 men
 t B
 oard
 Pro
 mot
 e th
 e co
 ntrib
 utio
 n of
 the
 cons
 truct
 ion
 indu
 stry
 in m
 eetin
 g na
 tiona
 l con
 stru
 ctio
 n de
 man
 d an
 d in
 adv
 anci
 ng n
 atio
 nal,
 soci
 al
 and
 econ
 omic
 dev
 elop
 men
 t obj
 ectiv
 es
 DP
 W s
 ubsi
 dy
 trans
 ferr
 ed to
 the
 entit
 y an
 nual
 ly
 Cat
 egor
 isat
 ion
 and
 grad
 ing
 of c
 ontra
 ctor
 s on
 the
 natio
 nal R
 egis
 ter
 ofC
 ontractors.TheR
 egisterofC
 ontractorsreflectsthenature,
 size
 and
 geo
 grap
 hic
 dist
 ribut
 ion
 of c
 ontra
 ctor
 s an
 d th
 eref
 ore
 the
 coun
 try’s
 cap
 acity
 to m
 eet c
 onst
 ruct
 ion
 dem
 and.
 P
 rovi
 de st
 rate
 gic l
 eade
 rshi
 p to
 cons
 truct
 ion
 indu
 stry
 stak
 ehol
 ders
 to
 stim
 ulat
 e su
 stai
 nabl
 e gr
 owth
 , ref
 orm
 and
 impr
 ovem
 ent o
 f the
 co
 nstru
 ctio
 n se
 ctor
 Est
 ablis
 hmen
 t of
 the
 i-T
 ende
 r sy
 stem
 and
 the
 nat
 iona
 l R
 egis
 ter
 ofProjects.TheRegisterofProjectsreflectsthenature,sizeand
 geog
 raph
 ic d
 istri
 butio
 n of
 pro
 ject
 s.
 Pro
 mot
 e un
 iform
 ap
 plic
 atio
 n of
 po
 licy
 with
 re
 gard
 to
 th
 e co
 nstru
 ctio
 n in
 dust
 ry th
 roug
 hout
 all
 sphe
 res
 of g
 over
 nmen
 tD
 evel
 opm
 ent
 and
 impl
 emen
 tatio
 n of
 the
 Sta
 ndar
 d fo
 r U
 nifo
 rmity
 in
 Con
 stru
 ctio
 n P
 rocu
 rem
 ent,
 whi
 ch i
 s ai
 med
 at
 brin
 ging
 abo
 ut
 stan
 dard
 isat
 ion
 and
 unifo
 rmity
 in
 co
 nstru
 ctio
 n pr
 ocur
 emen
 t do
 cum
 enta
 tion,
 pra
 ctic
 es a
 nd p
 roce
 dure
 s.P
 rom
 ote
 the
 sust
 aina
 ble
 grow
 th o
 f the
 con
 stru
 ctio
 n in
 dust
 ry a
 nd
 the
 parti
 cipa
 tion
 of th
 e em
 ergi
 ng s
 ecto
 r•
 Est
 ablis
 hmen
 t of
 th
 e N
 atio
 nal
 Con
 tract
 or
 Dev
 elop
 men
 t Program
 me(NCDP),whichisapublicsector-ledprogramme
 com
 pris
 ing
 a pa
 rtner
 ship
 bet
 wee
 n th
 e C
 IDB
 , the
 nat
 iona
 l and
 pr
 ovin
 cial
 DP
 W a
 nd o
 ther
 will
 ing
 stak
 ehol
 ders
 and
 par
 tner
 s.•
 Est
 ablis
 hmen
 t of
 the
 Bes
 t P
 ract
 ice
 Con
 tract
 or R
 ecog
 nitio
 n S
 yste
 m,
 whi
 ch e
 nabl
 es o
 rgan
 s of
 sta
 te t
 o m
 anag
 e ris
 k on
 co
 mpl
 ex
 cont
 ract
 ing
 stra
 tegi
 es;
 and
 prom
 otes
 co
 ntra
 ctor
 de
 velo
 pmen
 t in
 re
 latio
 n to
 be
 st
 prac
 tice
 stan
 dard
 s an
 d gu
 idel
 ines
 dev
 elop
 ed b
 y th
 e B
 oard
 .2.
 C
 ounc
 il fo
 r th
 e B
 uilt
 Envi
 ronm
 ent
 Pro
 mot
 e, e
 stab
 lish
 and
 endo
 rse
 unifo
 rm s
 tand
 ards
 and
 eth
 ical
 st
 anda
 rds
 that
 reg
 ulat
 e ac
 tions
 , pr
 actic
 es a
 nd p
 roce
 dure
 s of
 pa
 rties
 eng
 aged
 in c
 onst
 ruct
 ion
 cont
 ract
 s
 Est
 ablis
 hmen
 t of t
 he C
 ode
 of C
 ondu
 ct fo
 r All
 Par
 ties
 Eng
 aged
 in
 Con
 stru
 ctio
 n P
 rocu
 rem
 ent t
 o gu
 ide
 and
 regu
 late
 the
 beha
 viou
 r of
 pa
 rties
 eng
 aged
 in c
 onst
 ruct
 ion-
 rela
 ted
 proc
 urem
 ent.

Page 40
                        

Department of Public Works • Annual Report 2016/17 38
 Nam
 e of
 ent
 ity
 Legi
 slat
 ive
 man
 date
 Fi
 nanc
 ial r
 elat
 ions
 hip
 Nat
 ure
 of o
 pera
 tions
 2.
 Cou
 ncil
 for
 the
 Bui
 lt En
 viro
 nmen
 t
 The
 CB
 E e
 xecu
 tes
 its m
 anda
 te, d
 eriv
 ed fr
 om th
 e C
 BE
 Act
 , 200
 0 (ActNo.43of2000).T
 hescopeoftheCBEandprofessional
 coun
 cils
 in th
 e bu
 ilt e
 nviro
 nmen
 t val
 ue c
 hain
 is to
 regu
 late
 thos
 e bu
 ilt e
 nviro
 nmen
 t pro
 fess
 ions
 who
 con
 cept
 ualis
 e, d
 esig
 n, b
 uild
 , m
 aint
 ain
 and
 trans
 fer s
 ocia
 l and
 eco
 nom
 ic in
 frast
 ruct
 ure.
 DP
 W s
 ubsi
 dy
 trans
 ferr
 ed to
 the
 entit
 y an
 nual
 ly
 • Thebuiltenvironm
 entprofessions,asdefinedbytheCBE
 ,in
 clud
 e ar
 chite
 cts,
 eng
 inee
 rs, l
 ands
 cape
 arc
 hite
 cts,
 pro
 ject
 and
 co
 nstru
 ctio
 n m
 anag
 ers,
 pro
 perty
 val
 uers
 and
 qua
 ntity
 sur
 veyo
 rs.
 • Th
 ese
 prof
 essi
 onal
 s pl
 ay a
 n in
 disp
 ensa
 ble
 role
 in th
 e pr
 oduc
 tion
 of th
 e bu
 ilt e
 nviro
 nmen
 t, an
 d ar
 e cr
 ucia
 l to
 the
 indu
 stry
 ’s a
 bilit
 y to
 de
 liver
 infra
 stru
 ctur
 e.
 • It c
 alls
 on
 thes
 e pr
 ofes
 sion
 als t
 o pr
 ovid
 e im
 agin
 ativ
 e th
 inki
 ng, to
 be
 at th
 e cu
 tting
 edg
 e of
 tech
 nolo
 gy, t
 o ex
 erci
 se st
 rate
 gic m
 anag
 eria
 l sk
 ills,
 and
 be s
 kille
 d cr
 afts
 men
 in o
 rder
 to
 conc
 eptu
 alis
 e an
 d m
 anag
 e th
 e de
 liver
 y of
 the
 phys
 ical
 infra
 stru
 ctur
 e, fu
 ndam
 enta
 l to
 the
 deve
 lopm
 ent o
 f the
 com
 mun
 ity th
 ey s
 erve
 .•
 Built
 env
 ironm
 ent p
 rofe
 ssio
 nals
 are
 reno
 wne
 d fo
 r the
 ir ab
 ility
 to
 add
 real
 val
 ue th
 roug
 h de
 visi
 ng p
 hysi
 cal s
 olut
 ions
 in re
 spon
 se to
 th
 eir b
 riefs
 , max
 imis
 ing
 the
 pote
 ntia
 l of t
 he s
 ite, a
 nd o
 verc
 omin
 g pl
 anni
 ng a
 nd o
 ther
 con
 stra
 ints
 . •
 Constructionindustryparticipantsexerciseasignificantinfluence
 on th
 e liv
 es o
 f the
 ir cu
 stom
 ers,
 whi
 ch in
 clud
 e cu
 rrent
 use
 rs, t
 hose
 w
 ho p
 ass
 by th
 eir b
 uild
 ings
 , and
 thos
 e us
 ers
 yet t
 o be
 bor
 n. T
 hey
 mus
 t th
 eref
 ore
 ensu
 re t
 hat
 they
 del
 iver
 phy
 sica
 l inf
 rast
 ruct
 ure
 that
 is re
 spon
 sive
 to c
 usto
 mer
 s’ ne
 eds.
 3.
 Inde
 pend
 ent
 Dev
 elop
 men
 t Tr
 ust
 Dee
 d of
 Tru
 st a
 s pe
 r th
 e Tr
 ust P
 rope
 rty C
 ontro
 l Act
 , 198
 8 (A
 ct
 No.57of1988).
 Sup
 plem
 enta
 ry fu
 ndin
 g su
 ppor
 tS
 ocia
 l In
 frast
 ruct
 ure
 Pro
 gram
 me
 man
 agem
 ent
 serv
 ices
 , e.
 g.
 scho
 ols,
 hos
 pita
 ls, c
 ourts
 .
 4.
 Agr
 émen
 t So
 uth
 Afr
 ica
 Agrém
 entS
 outhAfricaAct,2015(ActNo.11of2015)
 Rec
 eive
 s an
 ann
 ual
 gran
 t fro
 m th
 e na
 tiona
 l D
 PW
 AS
 A is
 a w
 orld
 -cla
 ss te
 chni
 cal a
 sses
 smen
 t age
 ncy
 who
 se p
 rimar
 y roleisundertakingtechnicala
 ssessm
 entsa
 ndcertification
 of
 non-
 stan
 dard
 con
 stru
 ctio
 n pr
 oduc
 ts in
 Sou
 th A
 frica
 for
 whi
 ch n
 o na
 tiona
 l sta
 ndar
 d ex
 ists
 .

Page 41
                        

Department of Public Works • Annual Report 2016/1739
 TheCBEwasestablished in termsof theCBEAct, 2000 (ActNo. 43 of 2000).ThisActwaspassed inParliamentin November 2000, along with the Acts regulating and re-establishing the six built environment professional councils (BEPCs).TheActbecameoperationalinSeptember2001,followingtheestablishmentofthesixBEPCsforarchitects,engineers, landscape architects, project and construction managers, property valuers and quantity surveyors.
 SomeofthekeyfunctionsassignedbytheCBEActincludethefollowing:
 • Advise government on any matter falling within the scope of the built environment, including resource utilisation, socio-economic development, public health and safety and the environment, and, for this purpose, carry out such investigations as it or the relevant Minister deems necessary
 • Facilitate interministerial cooperation concerning issues relating to the built environment• Provide advice and consultation on national policy that could impact on the built environment, human resource
 development in relation to the built environment professions, and the recognition of new professions• Comment, if necessary, on all proposed legislation impacting on health and safety in the built environment• Advise the councils for the professions on matters of national importance where the needs of state, as communicated
 to the Council through the relevant Minister, require joint and coordinated action by the built environment professions• Ensure the consistent application of policy by the councils for the professions with regard to accreditation, registration,
 the competence testing of registered persons, codes of conduct for the professions, principles for the determination of fees in accordance with any legislation relating to the promotion of competition, and standards of health, safety and environmental protection within the built environment
 • Act as an appeal body with regard to matters referred to it in terms of law regulating the built environment professions Statement of responsibility and confirmation of accuracy for the annual report
 Tothebestofmyknowledgeandbelief,Iconfirmthefollowing:
 • All information and amounts disclosed throughout this annual report are consistent. • The annual report is complete, accurate and is free from any omissions. • The annual report has been prepared in accordance with the guidelines on the annual report as issued by National
 Treasury.
 Theannualfinancialstatements(Chapter5)havebeenpreparedinaccordancewiththemodifiedcashstandardandtherelevant frameworks and guidelines issued by National Treasury.
 TheAccountingOfficerisresponsibleforthepreparationoftheannualfinancialstatementsandforthejudgementsmadein this information.
 TheAccountingOfficer is responsible for establishing and implementing a system of internal control that has beendesigned to provide reasonable assurance as to the integrity and reliability of the performance information, the human resourcesinformationandtheannualfinancialstatements.
 Theexternalauditorsareengagedtoexpressanindependentopinionontheannualfinancialstatements.
 In my opinion, the annual report fairly reflects the operations, the performance information, the human resourcesinformationandthefinancialaffairsoftheDepartmentforthefinancialyearended31March2017
 Yoursfaithfully
 ___________________ AccountingOfficer
 Mr Mziwonke Dlabantu
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 PERFORMANCE INFORMATION
 CHAPTER 2
 PartA:DepartmentofPublicWorks(mainvote)PartB:PropertyManagementTradingEntity(PMTE)
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 2.1 OVERVIEW OF DEPARTMENTAL PERFORMANCE
 TheDepartmenthas twoentities: themainvoteand thePMTE.Themainvote ismainlyapolicy,coordinatingworkopportunities and providing technical support, and the management of intergovernmental relations among the spheres of government. The PMTE, on the other hand, focuses largely on construction project management, property management and facilities management. The programme structure of these entities is depicted below.
 Table 2.1: Programme structure of the main vote and the PMTE
 DPW programmes PMTE programmes Programme1:Administration Programme1:FinanceandSupplyChainManagementProgramme2:IntergovernmentalCoordination Programme2:RealEstateInvestmentManagementProgramme3:ExtendedPublicWorksProgramme Programme3:ConstructionProjectManagementProgramme4:PropertyandConstructionIndustryPolicyandResearch
 Programme4:RealEstateManagement
 Programme5:PrestigePolicy Programme5:RealEstateInformationandRegistryServicesProgramme6:FacilitiesManagement
 2.1.1 Overview of performance of the main vote
 The performance of the main vote has been quite steady over the period under review, with two programmes facing significant challenges. These include Programme 4 (Property and Construction Industry Policy and Research) andProgramme5 (PrestigePolicy).Programme1:Administration,particularlyFinanceandSCM,arechallengedon thepayment of invoices within 30 days and the awarding of bids within the prescribed timeframes. The challenges relate to invoices withheld owing to internal approval as instructed by National Treasury. Programme 4 faced great challenges regarding the legal drafting of the various bills.While theperformanceofProgramme4wasweak in the first threequarters, performancepickedup significantly in the fourthquarter, recordinga67%performance level. In termsofProgramme5, therewasnochange inperformance levelof25%foralmostallquarters.Theprolongedconsultativeprocesses contributed to such levels of performance with regard to the development of Prestige Policies.
 Mainvote:quarter-on-quarterperformance(2016/17–%)
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 Figure 2.1: Quarter-on-quarter performance on the main vote
 Figure2.1presentsaquarter-on-quarteranalysis.Thequarterlyperformancefor themainvoteaveragesabout68%forthefinancialyearunderreview.Itshouldbenotedthatthechangesinthelevelofperformanceoverthequartersrepresents the difference with regard to the quantum of targets per quarter.
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 2.1.2 Overview of performance of the PMTE
 Theperformanceof thePMTE isslightlydifferent from thatof themainvote. Ithassixprogrammes that reflect thecoremandate of the entity.Over the period under review,Programme2:RealEstate InvestmentManagement andProgramme5:RealEstateInformationandRegistryServiceshavemaintainedtheirperformanceat100%.Programme1:Administration,Programme4:RealEstateManagementandProgramme6:FacilitiesManagementexhibitedslowingperformance levels over time. The slowing performance levels of these programmes contributed heavily to the overall performance of the PMTE. The weak performance of Programme 1 includes the non-development and systems integrationforthefinancialmodel,non-compliancetothetimeperiodforthesettlementofinvoicespaidwithin30daysof receipt, and bids and quotations awarded within the prescribed timeframes. Programme 3: Construction ProjectManagement started off slowly, but improved from the third quarter. However, the programme still faces challenges on approved infrastructure projects ready for tender and work opportunities under the EPWP projects. Programme 6 continues to face challenges with maintenance-related matters.
 PMTE:Quarter-on-QuarterPerformance(2016/17–%)
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 Figure 2.2: Quarter-on-quarter performance on the PMTE
 Figure2.2presentsaquarter-on-quarteranalysis.ThequarterlyperformanceforthePMTEaveragesabout58%forthefinancialyearunderreview.Itshouldbenotedthatthechangesinthelevelofperformanceoverthequartersrepresentsthedifferenceinrelationtothequantumoftargetsperquarter.Consideringthatthe2016/17financialyearrepresentsthe second year of the operationalisation of the PMTE, the performance has considerably improved.
 2.1.3 Service delivery model
 TheDepartmenthasdevelopedaServiceDelivery ImprovementPlan (SDIP) for themedium term.TheDepartmenthas also commenced working towards the implementation of the service delivery operations or management framework developed by the DPSA. The framework puts in place the capacity for planning, developing, implementing and institutionalising service delivery tools, systems, processes, mechanisms and intervention programmes that are meant to improve and institutionalise quality service delivery to all. For the period under review, consultation took place with relevant stakeholders for service delivery inputs. These culminated in the development of terms of reference and project charters. The process is still ongoing and the service delivery models for the main vote and the PMTE will be completed in June 2017.
 2.1.4 Organisational environment
 The year under review has seen a number critical interventions that sought to enhance and strengthen the human resources(HR)planningandmanagementsupporttothecorebusinessoftheDepartment.Theseinterventionswerenecessary because the Department continued to face scarcity of critical and technical professional skills in the built environment. This was evident in the area of policy development. On the intergovernmental front, various agreements
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 for joint service delivery with provinces and municipalities were signed. This sought to improve the relations with spheres ofgovernmentininterrelatedmatterspertainingthepublicworkssector.Toimproveefficiencies,varioussystemshadtobe implemented. This saw two modules implemented for all users, such as Sage and Archibus, and training took place at HeadOfficeandtheRegionalOffice.AdditionalmodulesincludeGISintegration,FacilitiesManagementCallCenterandMovable Assets. While challenges still exist in the prestige environment on policies and response times to mechanical andelectricalbreakdowns,initiativestoimprovetheseinefficienciesareunderway.
 ThePMTEhasfinaliseditsrevisedorganisationalstructureincollaborationwiththeDPSAandNationalTreasury.Toensureoperational improvement, a direct accountability model has been adopted for each business area throughout the different functionalareas.ThePMTEhasfilledkeystrategicpositionsandplacedvarioustechnicalandprofessionalexpertsintheproperty management environment. A solid foundation was established during the stabilisation phase of the turnaround, andsignificantprogresshasbeenmadewithregardtooperationalisingtheentity.
 Theseincludethefollowing:• Successive improvements in audit outcomes • ThefinalisationofacompleteandcredibleIARforthestate• Significantsavingswiththerenegotiationofleases• The development of a maintenance strategy that aims to improve the condition of properties• Improvement in turnaround times for projects• Separating the programme and organisational structures of the Department • Better meeting the requirements of client departments, while contributing towards socio-economic priorities,
 particularly empowerment and job creation
 Although all high-level arrangements, strategies and plans for the PMTE are now in place, business processes, activities, systems and policies are not yet adequately aligned to the high-level strategy of the PMTE and need to be effectively reviewed to realise the PMTE’s goals and objectives. The PMTE also needs to fully comply with Treasury Regulation 19(TR19)priortothetradingaccountbeingmigratedtoanynewinstitutionalform.Inthisregard,astatusquoreport,focusing on assessing the current PMTE progress and initiatives in addressing TR19 requirements, has been developed and an implementation plan will be implemented during 2017/18.
 The PMTE business process review is underway and focuses on the consolidation of all existing business processes, their evaluation, the mapping of new processes, their piloting and eventual implementation. The programme that commenced in September 2016 includes the development of procedures required to support the business and will result in SOPs for each line function. The programme covers the PMTE’s activities countrywide and encompasses all disciplines contained in the six PMTE programmes. The programme assimilates and ensures alignment with various other initiatives aimed at improving service delivery, such as National Treasury’s procurement reform, the internal SCM reforms, the implementation of the Integrated Technology Platform and the capacitation of the new PMTE structure.
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 MinsterMr N Nhleko
 Deputy Minster Mr J Cronin
 Director-General Mr M Dlabantu
 Head of PMTE Mr P Serote
 Administration
 Governance and Risk Management Mr I Fazel Corporate Services Mr C Mtshisa
 Chief Financial Officer Mr C Mokgoro
 DDG: Policy Research and Regulations
 MsMFatyela(Acting)
 DDG: Professional Services
 MrMGwazube
 DDG: Intergovernmental Relations
 Mr B Matutle
 DDG: Expanded Public Works Programme
 Mr S Henderson
 Construction Management Services MrSThobakgale(Acting)
 Real Estate Management Services
 MrMSithole(Acting)
 Facilities Management Services
 Mr J Maroga
 Supply Chain Management Services
 Ms A Chowan
 Real Investment Management Services Mr P Chiapasco (Acting)
 User Demand Management MrBKgasoane(Acting) Registry Management Services Ms S Matthews Planning and Precinct DevelopmentMs S Subban
 Figure 2.3: High-level organisational structure of the Department – main vote and the PMTE
 Legislative and other mandates
 The Department’s roles and responsibilities are determined by a range of legislative and other mandates, as described below.
 Constitutional mandate
 The constitutional mandate for the Department is provided in Schedule 4, Part 4, of the Constitution of the Republic of South Africa, Act No. 108 of 1996, which makes reference to functional areas of concurrent national and provincial legislative competence. In executing its mandate, the Department also has to observe the principles of good cooperative governance and intergovernmental relations, as provided for in Section 41 of the Constitution.
 Legislative mandates
 ThelegislativemandatesoftheDepartmentareunderpinnedbythefollowingActs:• The Government Immovable Asset Management Act, 2007 (Act No. 19 of 2007), aims to ensure competent
 immovable asset management in national and provincial government in order to improve service delivery.• TheConstructionIndustryDevelopmentBoardAct,2000(ActNo.38of2000),providesfortheestablishmentof
 the CIDB for the implementation of an integrated strategy for the reconstruction, growth and development of the construction industry and other matters connected thereto.
 • TheCouncilfortheBuiltEnvironmentAct,2000(ActNo.43of2000),makesprovisionfortheestablishmentofajuristicpersonknownastheCouncilfortheBuiltEnvironment(CBE),thecomposition,functions,powers,assets,rights,dutiesandfinancingofthatCouncilandformattersconnectedthereto.
 • The Professional Council Acts regulate the six Built Environment Professions (BEPs) to organise the builtenvironment professions to serve the imperatives of government, including transformation, public protection, good governance, etc.
 • ThePublicFinanceManagementAct,1999(ActNo.1of1999),promotestheobjectiveofgoodfinancialmanagementtomaximiseservicedeliverythroughtheproficientuseofthelimitedresources.
 • Other Acts listed in Annexure A.
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 Policy mandates
 TheDepartment’spolicymandatesarederivedfromthefollowing:
 • DPW White Paper: Public Works, towards the 21st century (1997) The White Paper (1997) documented the challenges facing the Department and continues to serve as an
 overarching policy framework for the Department’s restructuring process. This has led to directing the Department to meet government’s socio-economic objectives by becoming a client-orientated organisation that will focus on policy and service reform, property investment, property and facilities management, and the implementation of the programmes national DPW.
 • DPW White Paper: Creating an enabling environment for reconstruction, growth and development in the construction industry, 1999
 TheWhitePaper(1999),setsoutgovernment’spolicyobjectivesfortheconstructionindustryandfocusesontheneed to enhance delivery, achieve greater stability, improve industry performance, create value for money and facilitate growth of the emerging construction sector.
 • Construction Sector Transformation Charter, 2006
 TheCharter(2006)aimstodothefollowing:
 - Providetheconstructionsectorwiththefirstquantitativemethodofmonitoringandevaluatingtheprogressofan enterprise towards achieving broad-based black economic empowerment targets, thereby contributing to ending the malpractice of fronting.
 - Expand the employment potential and absorption capacity of the sector by using labour-intensive approaches where economically feasible and possible.
 - Address skills development in a manner that accelerates the advancement of black people, women and designated groups with particular emphasis on learnerships, as well as technical and management training.
 • Property Sector Transformation Charter, 2007
 TheCharter (2007)aims topromote theobjectivescontained inSection2of theBroad-basedBlackEconomicEmpowermentAct, 2003 (ActNo. 53 of 2003) (theB-BBEEAct) as these relate to the property sector and, inparticularbutwithoutlimitation,todothefollowing:
 - Promote economic transformation in the property sector to enable meaningful participation of black people and women.
 - Unlock obstacles to property ownership and participation in the property market by black people.- Promote property development and investment in under-resourced areas, which enhances basic infrastructure,
 encourages investment and supports micro and small enterprises.- Facilitatetheaccessibilityoffinanceforpropertyownershipandpropertydevelopment.
 • DPW Broad-based Black Economic Empowerment Strategy, 2006
 This strategy guides the Department to give effect to the B-BBEE Act by addressing enterprise development, preferential procurement, skills development and employment equity.
 • Property Management Strategy on B-BBEE, Job Creation and Poverty Alleviation, 2007
 Theobjectiveofthisstrategyistodothefollowing:
 - Address skewed property and equity ownership in the property industry in the country. - Promote black participation in the property industry through management, control and procurement.
 • Green Building Framework, 2001
 ThisframeworkoutlinestheDepartment’scommitmentstoaddresskeyelementsintheNewGrowthPathandtheIPAPbypromotingsustainabledevelopment,reducinggreenhousegasemissions,promotingenergyefficiencyandstimulating new green industries.
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 PART A: DEPARTMENT OF PUBLIC WORKS (MAIN VOTE)
 2.2 PERFORMANCE INFORMATION OF THE DPW
 Vision
 Convenientaccesstodignifiedpublicservices. Mission
 TheDepartmentiscommittedtotheattainmentofatransformedbuiltenvironmentsectorby:• Providing strategic leadership to the South African construction and property industries • Establishingandensuringcompliancetopolicyandlegislativeprescriptsforthe: - management of state-owned and leased-in immovable assets; and - South African construction and property sectors• Providing strategic direction on the integration of priorities of the DPW • Contributing to the national goals of job creation and poverty alleviation through programmes of the DPW
 Values
 The Department’s values align with the values espoused in the Constitution. The core values that underpin the culture oftheDepartmentarethefollowing:• Innovation:by tirelesslyseekingopportunities forservicedelivery improvementby thinkingwithout restraintand
 unconfinedbyold,non-functional,orlimitingstructures,rules,orpractices.• Integrity: by consistently honouring our commitments, upholding ethical, honest behaviour and transparent
 communication.• Motivation:byensuringourbesteffortsandactionstowardtherealisationofourorganisationalgoals.• Professionalism:bytreatingourclientswithrespectanddelivering,reliably,againstexpectations.• Accountability:bydischargingourdutiesinaresponsiblemannerincompliancewiththerelevantlegislativeprescripts.• Results-orientated:byknowingwhatresultsareimportantandfocusingresourcestoachievethem.• Teamwork:byrespectingourdiversity,whilesharingacommonpurposeandworkingincooperationwitheachother.
 Strategic outcome-orientated goals Inordertoexecuteitsmandate,theDepartmenthasidentifiedfivestrategicoutcome-orientedgoalsthatdefineitsdirectservicedeliveryresponsibilities.Thesegoalsaretothefollowing:• Transform the construction and property sectors through the development of policy and legislative prescripts • Provide oversight of the public works sector• Provide an oversight role in the implementation of public employment programmes (PEPs) through EPWP
 standardised frameworks• Overseetheefficientdeliveryofidentifiedservicestoprestigeclients• Support service delivery in a smart, proactive and business-centric manner that is aligned to statutory requirements
 The strategic goals, together with the goal statements, justification and links to other outcomes and the NationalDevelopmentPlan(NDP)areasfollows: Table 2.2: Strategic Outcome-oriented Goal 1
 Strategic Goal 1 To transform the construction and property sectors through the development of policy and legislative prescripts
 Goal statement To provide leadership to the South African construction and property sectors, while ensuring transformation and regulation thereof through the development of the Public Works White Paper and the Public Works Act.
 Programme name Programme4:PropertyandConstructionIndustryPolicyandResearchJustification The Department is responsible for regulating and promoting growth and transformation in the
 property and construction sectors.Links Through the development of legislation and best practices, the Department contributes to
 government-widegoalsoftransformationandskillsdevelopment(Outcome4andOutcome5).Related strategic objectives To research and develop policies and legislative prescripts for the construction and property
 sectors
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 Table 2.3: Strategic Outcome-oriented Goal 2
 Strategic Goal 2 To provide oversight of the public works sectorGoal statement To support the sector on concurrent functions through the Technical MinMEC sub-committees
 (IDMS,AIR, GIAMA, Property Management, Finance, Monitoring and Evaluation) for thecoordinated and integrated implementation of priorities within the public works sector.
 Programme name Programme2:IntergovernmentalCoordinationJustification Provinces are mainly responsible for implementation, in accordance with the nationally
 determinedpolicyandimplementationguidelines.Toensuretheefficientdeliveryofconcurrentfunctions, there must be proper coordination of policy, budgeting, planning, implementation and reporting within the public works sector.
 Links In accordancewithSchedule4,PartAandPartB, of theConstitution:FunctionalAreasofConcurrent National and Provincial Legislative Competence, all spheres of government and organsofstatemustcollaboratetofulfilthelegislativerequirementsfortheeffective,efficient,transparent, accountable and coherent delivery of services.2
 Related strategic objectives To ensure integrated planning and coordination of concurrent functions.
 Table 2.4: Strategic Outcome-oriented Goal 3
 Strategic Goal 3 To provide an oversight role in the implementation of PEPs through EPWP standardised frameworks.
 Goal statement Oversee the implementation of PEPs through labour-intensive delivery methodologies and skillsprogrammesfortheparticipationoftheunemployedandunskilledindeliveringidentifiedservices and the creation of assets.
 Programme name Programme3:ExpandedPublicWorksProgrammeJustification The Department is responsible for the overall coordination of the EPWP that is directed at
 providing work opportunities and income support to poor and unemployed people through the labour-intensive delivery of public and community assets and services.
 Links Alignment with government’s strategic interventions to deal with the challenges of unemployment, poverty, inequality and creating a more inclusive society as outlined in Outcome 4.
 Related strategic objectives • To monitor and evaluate the implementation of PEPs within the EPWP• Tosupportnon-profitorganisations(NPOs)toimplementPEPswithintheEPWPinthe
 non-state sector• To support public bodies to implement PEPs within the EPWP in the infrastructure,
 social, environment and culture sectors• To provide strategic guidance on sector convergence and implementation frameworks
 Table 2.5: Strategic Outcome-oriented Goal 4
 Strategic Goal 4 TooverseetheefficientdeliveryofidentifiedservicestoprestigeclientsGoal statement To set prestige policies, guidelines, norms and standards, and ensure the delivery of services
 to prestige clients in accordance with the relevant frameworks. Programme name Programme5:PrestigePolicyJustification The Department is required to provide movable and immovable assets to prestige clients in
 accordance with the Ministerial Handbook. These assets must be provided in the correct quantities, at the required time and within the allocated budget.
 Links Provide reasonable functional accommodation that facilitates the attainment of client departments’ service delivery objectives.
 Related strategic objectives To improve the delivery of services to prestige clients.
 2RepublicofSouthAfrica.1996.ConstitutionoftheRepublicofSouthAfrica,1996:Part4
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 Table 2.6: Strategic Outcome-oriented Goal 5
 Strategic Goal 5 To support service delivery in a smart, proactive and business-centric manner that is aligned to statutory requirements.
 Goal statement Drive the efficiency enhancement phase (Phase II) of the turnaround strategy of theDepartmentandthePMTEtoimproveefficienciesforrebuildingtheDepartmentby2020.
 Programme name Programme1:AdministrationJustification The turnaround strategy and its implementation is a prerequisite for the strategic performance
 of the Department and the PMTE. The turnaround strategy is based on the need to address critical and foundational aspects of service delivery, as well as to ensure immediate improvements that can be used to elicit further success.
 Links Prioritising the objectives set out in the NDP, including well-run and effectively coordinated state institutions with skilled public servants who are committed to the public good and capable of delivering consistently high-quality services.
 Related strategic objectives To improve the delivery of services to prestige clients.
 2.2.1 Programme performance
 TheDepartmenthasfiveprogrammes.Theperformanceoftheseprogrammesisdepictedinthetablesbelow.
 Table 2.7: Performance programme and its purpose
 Programme Purpose
 Programme1:Administration Provide strategic leadership, management and support services to the Department
 Programme2:IntergovernmentalCoordination Provide sound sectoral intergovernmental relations and strategic partnerships. Coordinate with provinces on the IAR, construction and property management, the implementation of GIAMAand reporting on performance informationwithin thepublic works sector
 Programme3:ExpandedPublicWorksProgramme Coordinate the implementation of the EPWP, which aims to create work opportunities and provide training for unskilled, marginalised and unemployed people in South Africa.
 Programme4:PropertyandConstructionIndustryPolicyRegulation
 Promote the growth and transformation of the construction and property industries. Promote a standardised approach and best practice in construction and immovable asset management in the public sector.
 Programme5:PrestigePolicy Provide norms and standards for the prestige accommodation portfolio and meet the protocol responsibilities for state functions.
 Performance Grid
 Green – Target achieved and beyond. It may be quantified as follows: anythingachievedabove90%intermsofoutputs/deliverables.
 90%andabove(excellentperformance)
 Yellow– Progress above 50% but not fully achieving the target. This means that some output/deliverable has been achieved, but not achieved fully as per the target. An example: achieving six projects out of 10 = 60%
 50–89%(goodperformance)
 Orange – Progress below 50% of target. This means that some activity has started, but has not yielded any output. It may also reflect completed activity, but that is not output. An example: compiling stakeholder management inputs towards the final draft document etc.
 11–49%(weakperformance)
 Red – No achievement at all – nothing was done at all and may be qualified as follows: anything between 0–10%
 0–10%(poorperformance)
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 prac
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 odel
 ta
 bled
 at E
 xecu
 tive
 Com
 mittee(E
 XCO)
 for a
 ppro
 val
 Com
 plia
 nce
 mod
 el
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 stig
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 et a
 chie
 ved
 –
 Num
 ber o
 f int
 erve
 ntio
 ns
 reco
 mm
 ende
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 risk
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 D
 PW
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 PM
 TE
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 rven
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 ded
 for t
 he
 miti
 gatio
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 W a
 nd
 PM
 TE
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 et a
 chie
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 dete
 ctio
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 s un
 derta
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 e fo
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 Furth
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 vest
 igat
 ions
 on
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 prev
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 det
 ectio
 n re
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 s co
 nduc
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 Det
 ectio
 n re
 view
 s to
 be
 con
 duct
 ed d
 urin
 g th
 e se
 cond
 qua
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 f 20
 17/1
 8.
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 d m
 anag
 emen
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 paid
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 ices
 . Letterssenttoofficials
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 ompl
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 pr
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 age
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 mef
 ram
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 within56workingdays
 of c
 losu
 re o
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 men
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 wor
 king
 day
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 e of
 tend
 er
 adve
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 men
 t
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 within56working
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 of c
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 re o
 f te
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 adv
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 t
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 et n
 ot a
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 ee m
 embe
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 te w
 orkl
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 sess
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 ke a
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 tim
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 adeq
 uate
 cap
 acity
 with
 in th
 e in
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 ruct
 ure
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 SC
 M
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 wou
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 mpl
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 e to
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 arou
 nd
 time.
 Sec
 urity
 cle
 aran
 ce th
 at d
 elay
 s th
 e aw
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 Laps
 e al
 l ten
 ders
 that
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 nd a
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 not e
 valu
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 te a
 ll th
 e in
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 enab
 le c
 ompl
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 Impl
 emen
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 M
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 anualthatdefines
 serv
 ice
 leve
 l agr
 eem
 ents
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 Est
 ablis
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 mew
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 agre
 emen
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 acc
 eler
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 serv
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 deliv
 ery.
 Per
 cent
 age
 of
 quot
 atio
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 war
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 gree
 d tim
 efra
 mes
 New
 targ
 et85%ofquotations
 awar
 ded
 with
 in
 30 d
 ays
 from
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 quis
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 dat
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 83%ofquotations
 awar
 ded
 with
 in 3
 0 da
 ys fr
 om re
 quis
 ition
 da
 te
 Targ
 et a
 chie
 ved
 –
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 inte
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 9 le
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 parti
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 ski
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 deve
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 ent p
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 dev
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 525interns
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 0 le
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 cipl
 inar
 y pr
 oces
 ses
 • Statusofcases:
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 • 2pendingfinalisationof
 disc
 iplin
 ary
 hear
 ings
 •
 1 ca
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 d–
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 Targ
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 To
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 Pro
 gram
 me
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 impl
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 Os
 Pro
 gram
 me
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 cont
 ract
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 plem
 enta
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 Targ
 et o
 ver-
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 targ
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 vem
 ent
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 catio
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 max
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 e th
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 Thi
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 d in
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 ing
 cont
 ract
 ed
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 ultu
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 tech
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 Table 2.8: Linking the performance with budget for the main vote
 Programme
 2016/17 2015/16Final
 appropriationActual
 expenditureVariance Expenditure
 as a percentage
 Final appropriation
 Actual expenditure
 Expenditure as a
 percentageR'000 R'000 R'000 % R'000 R'000 %
 Administration 516006 450444 65562 87.3% 480 334 479150 99.8%Intergovernmental Coordination
 28 639 16 477 12 162 57.5% 46015 44 748 97.2%
 Expanded Public Works Programme
 2319500 2 301 446 18054 99.2% 1953369 1 939 908 99.3%
 Property And Construction Industry Policy and Research
 3553089 3547048 6 041 99.8% 3742985 3735387 99.8%
 Prestige Policy 95565 87 931 7 634 92.0% 89519 81954 91.5%Total 6 512 799 6 403 346 109 453 98.3% 6 312 222 6 281 147 99.5%
 Departmentalspendingfor theperiodunderreviewisR6.403billion,whichrepresents98.3%of theadjustedbudgetofR6.513billion.UnderspendingofR109millionisattributedtocompensationofemployees,goodsandservices,andmachinery and equipment.
 Spendingperprogrammeandeconomicclassificationisdiscussedbelow:
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 Programme 1: Administration
 TheunderspendingofR66millioninProgramme1relatestothefollowing:• Compensation of employees’ underspending of R13 million resulted from positions remaining vacant during the
 financialyear,andnotbeingfilledduetothereviewoftheorganisationalstructure.• Goodsandservices’underspendingofR45millionwasmainlyduetolowermunicipalservicescostsresultingfrom
 theimplementationoftheenergyandwaterefficiencyprogramme.Thefullimplementationofthecostcontainmentinitiative as directed by National Treasury also contributed to a saving in travel and subsistence, communication andadvertisingexpenditure.Inlinewiththeimprovedauditoutcomesinthepreviousfinancialyears,departmentalspendingonauditfeesdecreasedsignificantlyduetotheassociatedlowerrisk.
 • Machinery and equipment’s underspending of R6.8 million was due to a delay in the planned acquisition of assets.
 Programme 2: Intergovernmental Coordination
 TheunderspendingofR12millioninProgramme2relatestothefollowing:• Compensation of employees’ under-spending of R6.3 million is mainly due to the delay in capacitating the newly
 established Professional Services and Intergovernmental Coordination branches in line with the revised approved organisational structure.
 • Goods and services’ underspending of R3.8 million is due to low spending on planned activities for the newlyestablishedbranchesresultingfromdelayinfillingofvacantpositions.
 • Machinery and equipment’s underspending of R1.7 million is due to delay in planned acquisition of assets resulting fromunfilledvacantpositionsforthenewlyestablishedbranches.
 Programme 3: Expanded Public Works Programme
 UnderspendingofR18million(equivalentto0.8%)mainlyrelatestogoodsandservices.Theunderspendingwasduetoa delay in the implementation of the social, environment and culture projects.
 Programme 4: Property and Construction Industry Policy and Research
 UnderspendingofR5.8millioninProgramme4wasoncompensationofemployeesduetovacantpositionsthatwerenotfilledduringthefinancialyear.
 Programme 5: Prestige Policy
 Underspending inProgramme5 related toR5million forcompensationofemployeesdue tovacantpositions in thebranchthatwereonlyfilledinthelatterpartofthefinancialyear.MachineryandequipmentunderspentbyR2.6million.
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 PART B: PROPERTY MANAGEMENT TRADING ENTITY
 2.2 PERFORMANCE INFORMATION OF THE PROPERTY MANAGEMENT TRADING ENTITY
 Vision
 Convenientaccesstodignifiedpublicservices.
 Mission
 Effective management of the state’s immovable assets to contribute towards economic and social development and transformation of the built environment.
 Values
 WealignourvalueswiththeConstitution,asunderpinnedbythefollowingculturedrivers:• Innovation:by tirelesslyseekingopportunities forservicedelivery improvementby thinking freelyandnotbeing
 bound by old, non-functional or limiting structures, rules and practices.• Integrity: by consistently honouring our commitments, upholding ethical, honest behaviour through transparent
 communication.• Motivation:byhavinganattitudethatbringsoutourbesteffortsandactionstowardstherealisationoforganisational
 goals.• Professionalism:bytreatingourclientswithrespectandreliablydeliveringagainstexpectations.• Accountability:bydischargingourdutiesinaresponsiblemannerincompliancewiththerelevantlaws.• Results-orientated:byknowingwhatresultsareimportantandfocusingresourcestoachievethem.• Teamwork:byrespectingdiversitywhilesharingacommonpurposeandworkingtogetherincooperationwitheach
 other.
 2.2.1 Programme performance
 The Property Management Trading Entity Department has six programme,s and the performance of these programmes is depicted in the tables below.
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 Table 2.9: Performance in the programme and its purpose
 Programme Purpose
 Programme1:Management To provide leadership, strategic management, governance and administrative support to the PMTE.
 Programme2:RealEstateInvestmentManagement To achieve an efficient and competitive real estate portfoliofor the state through effective planning, analysis and informed investments.
 Programme3:ConstructionProjectManagement Toprovideeffective andefficient delivery of accommodationneeds for the DPW and client departments through construction and other infrastructure improvement programmes.
 Programme4:RealEstateManagementServices To provide and manage the real estate portfolio in support of government’s social, economic, functional and political objectives.
 Programme5:RealEstateInformationandRegistry To develop and manage a complete, accurate and compliant IAR to meet service delivery objectives for the state, the DPW’s and the PMTE’s business requirements.
 Programme6:FacilitiesManagement To ensure that immoveable assets used by government departments and the public are optimally utilised and maintained in a safe, secure healthy and ergonomic environment, while contributing to job creation, skills development and poverty alleviation.
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 6/17
 Act
 ual a
 chie
 vem
 ent
 2016
 /17
 Dev
 iatio
 n fr
 om p
 lann
 ed a
 nnua
 l tar
 get t
 o ac
 tual
 ac
 hiev
 emen
 t 201
 6/17
 Com
 men
 ts o
 n de
 viat
 ions
 Per
 cent
 age
 of
 valu
 atio
 ns c
 ompl
 eted
 w
 ithin
 sch
 edul
 ed
 timef
 ram
 es
 –80%pfvaluations
 com
 plet
 ed w
 ithin
 sc
 hedu
 led
 timef
 ram
 es
 83%(290of350)of
 valu
 atio
 ns c
 ompl
 eted
 w
 ithin
 sch
 edul
 ed
 timef
 ram
 es
 Targ
 et a
 chie
 ved
 +3%
 Info
 rmat
 ion
 was
 eas
 ily a
 cces
 sibl
 e fro
 m th
 e ex
 tern
 al
 depe
 nden
 cies
 –
 Stra
 tegi
 c ob
 ject
 ive:
 To
 man
 age
 the
 perf
 orm
 ance
 of t
 he im
 mov
 able
 ass
 et p
 ortfo
 lio s
 o as
 to e
 nsur
 e ap
 prop
 riate
 inve
 stm
 ent d
 ecis
 ions
 Per
 cent
 age
 of
 resp
 onsi
 ve d
 ispo
 sal
 requ
 ests
 app
 rove
 d w
 ithin
 sch
 edul
 ed
 timef
 ram
 es
 3%ofdisposal
 certificatesofapproval
 issu
 ed w
 ithin
 six
 mon
 ths
 of th
 e da
 te o
 f req
 uest
 (1
 of 3
 4 re
 ques
 ted
 land
 parcels)
 Bac
 klog
 dis
 posa
 l certificatesapprovedfor
 26 la
 nd p
 arce
 ls
 80%ofdisposal
 requ
 ests
 app
 rove
 d w
 ithin
 sch
 edul
 ed
 timef
 ram
 es
 36%(34of95)of
 disp
 osal
 requ
 ests
 ap
 prov
 ed w
 ithin
 sc
 hedu
 led
 timef
 ram
 es
 Targ
 et n
 ot a
 chie
 ved
 -44%
 Com
 preh
 ensi
 ve te
 chni
 cal i
 nves
 tigat
 ions
 are
 re
 quire
 d to
 info
 rm d
 ispo
 sal r
 ecom
 men
 datio
 nsC
 ompl
 ex la
 nd is
 sues
 rela
 ting
 to o
 wne
 rshi
 p, ri
 ghts
 , ob
 ligat
 ions
 that
 nee
 d to
 be
 reso
 lved
 bef
 ore
 a di
 spos
 al c
 an b
 e re
 com
 men
 ded
 The
 shi
 ft fro
 m g
 ratis
 to re
 mun
 erat
 ed b
 asis
 of
 disp
 osal
 in a
 lignm
 ent w
 ith th
 e P
 MTE
 ’s in
 com
 e-ge
 nera
 tion
 requ
 irem
 ents
 nec
 essi
 tate
 d ex
 tens
 ive
 inte
 ract
 ion
 with
 requ
 estin
 g de
 partm
 ents
 and
 thei
 r so
 urci
 ng o
 f fun
 ding
 Fast-trackandfinalise
 tech
 nica
 l inv
 estig
 atio
 ns,
 fund
 ing
 agre
 emen
 ts
 and
 rele
 vant
 dis
 posa
 l su
 bmis
 sion
 s fo
 r ou
 tsta
 ndin
 g pr
 ojec
 ts
 Num
 ber o
 f CA
 MP
 s ap
 prov
 ed–
 One
 CA
 MP
 appr
 oved
 One
 CA
 MP
 appr
 oved
 Targ
 et a
 chie
 ved
 –
 Num
 ber o
 f bui
 ldin
 gs’
 perfo
 rman
 ce
 assessedinidentified
 perfo
 rman
 ce a
 reas
 Thre
 e pe
 rform
 ance
 re
 ports
 on
 the
 performanceofidentified
 build
 ings
 Two
 repo
 rts o
 n th
 e pe
 rform
 ance
 of 1
 0 fre
 ehol
 d an
 d le
 aseh
 old
 build
 ings
 mea
 sure
 d ag
 ains
 t ind
 ustry
 st
 anda
 rds
 400
 build
 ings
 ’ pe
 rform
 ance
 assessedinidentified
 perfo
 rman
 ce a
 reas
 478
 build
 ings
 ’ pe
 rform
 ance
 assessedinidentified
 perfo
 rman
 ce a
 reas
 .
 Targ
 et o
 ver-
 achi
 eved
 Info
 rmat
 ion
 was
 eas
 ily a
 vaila
 ble
 from
 all
 rele
 vant
 st
 akeh
 olde
 rs
 –
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 Prog
 ram
 me
 3: C
 onst
 ruct
 ion
 Proj
 ect
 Man
 agem
 ent
 Perf
 orm
 ance
 indi
 cato
 rA
 ctua
 l ach
 ieve
 men
 t 20
 15/1
 6Pl
 anne
 d an
 nual
 ta
 rget
 201
 6/17
 Act
 ual a
 chie
 vem
 ent
 2016
 /17
 Dev
 iatio
 n fr
 om p
 lann
 ed a
 nnua
 l tar
 get t
 o ac
 tual
 ac
 hiev
 emen
 t 201
 6/17
 Com
 men
 ts o
 n de
 viat
 ions
 Stra
 tegi
 c ob
 ject
 ive:
 To
 deve
 lop
 deta
 iled
 cons
 truc
 tion
 plan
 s th
 at d
 irect
 the
 exec
 utio
 n of
 con
 stru
 ctio
 n pr
 ojec
 ts
 Num
 ber o
 f app
 rove
 d in
 frast
 ruct
 ure
 proj
 ect
 desi
 gns
 –30
 0 ap
 prov
 ed
 infra
 stru
 ctur
 e pr
 ojec
 t des
 igns
 210
 appr
 oved
 in
 frast
 ruct
 ure
 proj
 ect
 desi
 gns
 Targ
 et n
 ot a
 chie
 ved
 -90
 Del
 ays
 rega
 rdin
 g de
 sign
 s du
 e to
 dra
 win
 gs a
 nd n
 eeds
 as
 sess
 men
 ts re
 view
 s
 Unb
 undl
 ing
 of m
 ultip
 le-
 faci
 litie
 s pr
 ojec
 ts’ d
 esig
 ns
 for s
 tream
 lined
 mon
 itorin
 g
 Num
 ber o
 f app
 rove
 d in
 frast
 ruct
 ure
 proj
 ects
 re
 ady
 for t
 ende
 r
 –40
 6 ap
 prov
 ed
 infra
 stru
 ctur
 e pr
 ojec
 ts re
 ady
 for
 tend
 er
 144
 appr
 oved
 in
 frast
 ruct
 ure
 proj
 ects
 read
 y fo
 r te
 nder
 Targ
 et n
 ot a
 chie
 ved
 -262
 Del
 ays
 in c
 ompl
 etin
 g te
 nder
 doc
 umen
 ts d
 ue to
 del
 ays
 rela
 ting
 to c
 ompl
 etio
 n of
 des
 igns
 Unb
 undl
 ing
 of m
 ultip
 le-
 faci
 litie
 s pr
 ojec
 ts’ t
 ende
 r documentsforefficient
 proc
 essi
 ng
 Num
 ber o
 f in
 frast
 ruct
 ure
 site
 s ha
 nded
 ove
 r for
 co
 nstru
 ctio
 n
 –21
 6 in
 frast
 ruct
 ure
 site
 s ha
 nded
 ove
 r fo
 r con
 stru
 ctio
 n
 186
 infra
 stru
 ctur
 e si
 tes
 hand
 ed o
 ver f
 or
 cons
 truct
 ion
 Targ
 et n
 ot a
 chie
 ved
 -30
 Con
 tract
 ual p
 roce
 sses
 afte
 r aw
 ard
 of te
 nder
 s sl
 ow
 Edu
 cate
 con
 tract
 ors
 on
 retu
 rnab
 le d
 ocum
 ents
 Num
 ber o
 f IP
 MP
 s fo
 r new
 con
 stru
 ctio
 n pr
 ojec
 ts s
 ubm
 itted
 to
 the
 Pro
 ject
 Managem
 entO
 ffice
 (PMO)
 –Th
 ree
 IPM
 Ps
 for
 new
 con
 stru
 ctio
 n pr
 ojec
 ts s
 ubm
 itted
 to
 the
 PM
 O
 Six
 IPM
 Ps
 for n
 ew
 cons
 truct
 ion
 proj
 ects
 su
 bmitt
 ed to
 the
 PM
 O
 Targ
 et o
 ver-
 achi
 eved
 Ove
 rach
 ieve
 men
 t as
 a re
 sult
 of re
 view
 of m
 ajor
 cl
 ient
 s am
 ount
 ing
 to s
 ix
 clie
 nt d
 epar
 tmen
 ts
 Num
 ber o
 f IP
 IPs
 for
 new
 con
 stru
 ctio
 n pr
 ojec
 ts s
 ubm
 itted
 to
 the
 PM
 O
 –Th
 ree
 IPIP
 s fo
 r ne
 w c
 onst
 ruct
 ion
 proj
 ects
 sub
 mitt
 ed
 to th
 e P
 MO
 Six
 IPIP
 s fo
 r new
 co
 nstru
 ctio
 n pr
 ojec
 ts
 subm
 itted
 to th
 e P
 MO
 Targ
 et o
 ver-
 achi
 eved
 Ove
 rach
 ieve
 men
 t as
 a re
 sult
 of re
 view
 of m
 ajor
 cl
 ient
 s am
 ount
 ing
 to s
 ix
 clie
 nt d
 epar
 tmen
 ts
 Stra
 tegi
 c ob
 ject
 ive:
 To
 ensu
 re th
 at c
 onst
 ruct
 ion
 prog
 ram
 mes
 are
 impl
 emen
 ted
 acco
 rdin
 g to
 app
 rove
 d cr
 iteria
 Per
 cent
 age
 of
 infra
 stru
 ctur
 e pr
 ojec
 ts
 com
 plet
 ed w
 ithin
 ag
 reed
 con
 stru
 ctio
 n pe
 riod
 202%
 (125/62*100)
 60%of
 infra
 stru
 ctur
 e pr
 ojec
 ts c
 ompl
 eted
 w
 ithin
 agr
 eed
 cons
 truct
 ion
 perio
 d
 57%(139/245)
 of in
 frast
 ruct
 ure
 proj
 ects
 com
 plet
 ed
 with
 in a
 gree
 d co
 nstru
 ctio
 n pe
 riod
 Targ
 et n
 ot a
 chie
 ved
 Def
 aulti
 ng c
 ontra
 ctor
 s
 Exe
 rcis
 ing
 term
 s of
 co
 ntra
 ct ti
 meo
 usly
 Per
 cent
 age
 of
 infra
 stru
 ctur
 e pr
 ojec
 ts
 com
 plet
 ed w
 ithin
 bu
 dget
 142%
 (109/77*100)
 60%of
 infra
 stru
 ctur
 e pr
 ojec
 ts c
 ompl
 eted
 w
 ithin
 bud
 get
 53%(129/245)
 of in
 frast
 ruct
 ure
 proj
 ects
 com
 plet
 ed
 with
 in b
 udge
 t
 Targ
 et n
 ot a
 chie
 ved
 Exe
 rcis
 ing
 term
 s of
 con
 tract
 tim
 eous
 ly
 Exp
 endi
 ture
 repo
 rt in
 dica
 ting
 paym
 ent o
 n ea
 ch c
 ontra
 ct a
 gain
 st
 appr
 oved
 pro
 ject
 bud
 get
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 Prog
 ram
 me
 3: C
 onst
 ruct
 ion
 Proj
 ect
 Man
 agem
 ent
 Perf
 orm
 ance
 indi
 cato
 rA
 ctua
 l ach
 ieve
 men
 t 20
 15/1
 6Pl
 anne
 d an
 nual
 ta
 rget
 201
 6/17
 Act
 ual a
 chie
 vem
 ent
 2016
 /17
 Dev
 iatio
 n fr
 om p
 lann
 ed a
 nnua
 l tar
 get t
 o ac
 tual
 ac
 hiev
 emen
 t 201
 6/17
 Com
 men
 ts o
 n de
 viat
 ions
 Num
 ber o
 f EP
 WP
 wor
 k op
 portu
 nitie
 s cr
 eate
 d th
 roug
 h co
 nstru
 ctio
 n pr
 ojec
 ts
 11 1
 2616500EPWP
 wor
 k op
 portu
 nitie
 s cr
 eate
 d th
 roug
 h co
 nstru
 ctio
 n pr
 ojec
 ts
 8959EPWPwork
 oppo
 rtuni
 ties
 crea
 ted
 thro
 ugh
 cons
 truct
 ion
 proj
 ects
 Targ
 et n
 ot a
 chie
 ved
 -7541
 Unc
 oord
 inat
 ed a
 nd in
 cons
 iste
 ncy
 in re
 porti
 ng
 PM
 O in
 terv
 entio
 n as
 par
 t of
 turn
 arou
 nd s
 trate
 gy
 Per
 cent
 age
 redu
 ctio
 n of
 bac
 klog
 s in
 in
 frast
 ruct
 ure
 proj
 ects
 47%(128/271*100)
 15%reduction
 of b
 ackl
 ogs
 in
 infra
 stru
 ctur
 e pr
 ojec
 ts
 14%(154/1136)
 redu
 ctio
 n of
 bac
 klog
 s in
 infra
 stru
 ctur
 e pr
 ojec
 ts
 Targ
 et n
 ot a
 chie
 ved
 -1%
 Slo
 w re
 spon
 se b
 y pr
 ojec
 t man
 ager
 s an
 d co
 nsul
 tant
 s to
 que
 ries
 rais
 ed b
 y S
 ketc
 h P
 lan
 Com
 mitt
 ee
 Lim
 it re
 spon
 se ti
 me
 to m
 axim
 um o
 f thr
 ee
 mon
 ths.
 Prog
 ram
 me
 4: R
 eal E
 stat
 e M
 anag
 emen
 t Ser
 vice
 s
 Perf
 orm
 ance
 indi
 cato
 rA
 ctua
 l ach
 ieve
 men
 t 20
 15/1
 6Pl
 anne
 d an
 nual
 ta
 rget
 201
 6/17
 Act
 ual a
 chie
 vem
 ent
 2016
 /17
 Dev
 iatio
 n fr
 om p
 lann
 ed a
 nnua
 l tar
 get t
 o ac
 tual
 ac
 hiev
 emen
 t 201
 6/17
 Com
 men
 ts o
 n de
 viat
 ions
 Stra
 tegi
 c ob
 ject
 ive:
 To
 prov
 ide
 func
 tiona
 l lea
 sed
 acco
 mm
 odat
 ion
 for c
 lient
 dep
 artm
 ents
 Per
 cent
 age
 of n
 ew
 leas
 es p
 rocu
 red
 for
 clie
 nt d
 epar
 tmen
 ts th
 at
 adhe
 re to
 pre
 scrib
 ed
 crite
 ria
 –55%ofnew
 leases
 proc
 ured
 for c
 lient
 de
 partm
 ents
 that
 ad
 here
 to p
 resc
 ribed
 cr
 iteria
 85.7%(6of7)ofnew
 le
 ases
 pro
 cure
 d fo
 r cl
 ient
 dep
 artm
 ents
 th
 at a
 dher
 e to
 pr
 escr
 ibed
 crit
 eria
 Targ
 et o
 ver-
 achi
 eved
 -30.7%
 All
 leas
 es a
 war
 ded
 com
 plie
 d w
 ith re
 leva
 nt
 proc
 urem
 ent s
 trate
 gy
 Est
 ablis
 hmen
 t of N
 BA
 C-L
 im
 prov
 ed c
 ompl
 ianc
 e to
 pr
 escr
 ibed
 crit
 eria
 Per
 cent
 age
 redu
 ctio
 n ofidentifiedleased-
 in fu
 nctio
 nal
 acco
 mm
 odat
 ion
 with
 th
 e se
 curit
 y cl
 uste
 r
 –20%(4of20)
 redu
 ctio
 n of
 identifiedleased-
 in fu
 nctio
 nal
 acco
 mm
 odat
 ion
 with
 th
 e se
 curit
 y cl
 uste
 r
 10%(2of20)
 reductionofidentified
 leas
 ed-in
 func
 tiona
 l ac
 com
 mod
 atio
 n w
 ith
 the
 secu
 rity
 clus
 ter
 Targ
 et n
 ot a
 chie
 ved
 -10%
 Two
 owne
 rshi
 p tra
 nsfe
 rs fr
 om d
 onat
 ions
 del
 ayed
 at
 conv
 eyan
 cing
 sta
 ge, l
 eadi
 ng to
 a d
 elay
 in te
 rmin
 atin
 g th
 e re
 leva
 nt le
 ases
 . As
 a re
 sult,
 ther
 e w
 as n
 o re
 duct
 ion
 in le
 ases
 .
 Del
 ays
 of tr
 ansf
 er o
 f pr
 oper
 ties
 wer
 e ca
 used
 by
 ext
 erna
 l par
 ties
 (mun
 icip
 ality
 and
 lega
 l services).Timeous
 plan
 ning
 of d
 eliv
 erab
 les
 taki
 ng d
 elay
 s in
 to
 cons
 ider
 atio
 n w
 ill h
 elp
 in
 mee
 ting
 deliv
 ery
 date
 s.N
 umbe
 r of I
 PM
 Ps
 for n
 ew le
 ased
 ac
 com
 mod
 atio
 n su
 bmitt
 ed to
 the
 PM
 O
 –Th
 ree
 IPM
 Ps
 for n
 ew le
 ased
 ac
 com
 mod
 atio
 n su
 bmitt
 ed to
 the
 PM
 O
 Thre
 e IP
 MP
 s fo
 r new
 leas
 ed
 acco
 mm
 odat
 ion
 subm
 itted
 to th
 e P
 MO
 Targ
 et a
 chie
 ved
 –
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 Prog
 ram
 me
 4: R
 eal E
 stat
 e M
 anag
 emen
 t Ser
 vice
 s
 Perf
 orm
 ance
 indi
 cato
 rA
 ctua
 l ach
 ieve
 men
 t 20
 15/1
 6Pl
 anne
 d an
 nual
 ta
 rget
 201
 6/17
 Act
 ual a
 chie
 vem
 ent
 2016
 /17
 Dev
 iatio
 n fr
 om p
 lann
 ed a
 nnua
 l tar
 get t
 o ac
 tual
 ac
 hiev
 emen
 t 201
 6/17
 Com
 men
 ts o
 n de
 viat
 ions
 Num
 ber o
 f IPI
 Ps fo
 r new
 le
 ased
 acc
 omm
 odat
 ion
 subm
 itted
 toth
 e PM
 O
 –Th
 ree
 IPIP
 s fo
 r new
 leas
 ed
 acco
 mm
 odat
 ion
 subm
 itted
 to th
 e PM
 O
 Thre
 e IP
 IPs
 for n
 ew le
 ased
 ac
 com
 mod
 atio
 n su
 bmitt
 ed to
 the
 PMO
 Targ
 et a
 chie
 ved
 –
 Stra
 tegi
 c ob
 ject
 ive:
 To
 incr
 ease
 reve
 nue
 thro
 ugh
 the
 rent
 al o
 f sta
 te-o
 wne
 d pr
 oper
 ty
 Per
 cent
 age
 of re
 venu
 e in
 crea
 sed
 thro
 ugh
 rent
 als
 of h
 arbo
 ur-
 rela
 ted
 prop
 ertie
 s
 –10%increasein
 reve
 nue
 thro
 ugh
 rent
 als
 of h
 arbo
 ur
 -rel
 ated
 pro
 perti
 es
 10%(1050175)
 incr
 ease
 in re
 venu
 e th
 roug
 h re
 ntal
 s of
 ha
 rbou
 r-re
 late
 d pr
 oper
 ties
 Targ
 et a
 chie
 ved
 –
 Perc
 enta
 ge o
 f D
 epar
 tmen
 t of
 Agric
 ultu
 re, F
 ores
 try
 andFisheries(DAF
 F)-
 certifiedOperation
 Phak
 isa
 ocea
 n ec
 onom
 y le
 asin
 g re
 ques
 ts
 proc
 esse
 d w
 ithin
 agr
 eed
 timef
 ram
 es
 –100%
 ofD
 AFF
 -certifiedOperation
 Pha
 kisa
 oce
 an
 econ
 omy
 leas
 ing
 requ
 ests
 pro
 cess
 ed
 with
 in a
 gree
 d tim
 efra
 mes
 0%ofleasessigned
 of 0
 Ope
 ratio
 n P
 haki
 sa-a
 ppro
 ved
 leas
 es re
 ceiv
 ed
 Targ
 et n
 ot a
 chie
 ved
 –
 Per
 cent
 age
 of a
 ppro
 ved
 list o
 f im
 mov
 able
 ass
 ets
 let o
 ut fo
 r rev
 enue
 ge
 nera
 tion
 –50%ofapprovedlist
 of im
 mov
 able
 ass
 ets
 let o
 ut fo
 r rev
 enue
 ge
 nera
 tion
 50%(56of112)
 of a
 ppro
 ved
 list o
 f im
 mov
 able
 ass
 ets
 let o
 ut fo
 r rev
 enue
 ge
 nera
 tion
 Targ
 et a
 chie
 ved
 –
 Stra
 tegi
 c ob
 ject
 ive:
 To
 man
 age
 and
 adm
 inis
 ter c
 ontr
 actu
 al o
 blig
 atio
 ns fo
 r all
 acco
 mm
 odat
 ion
 solu
 tions
 P
 erce
 ntag
 e of
 con
 tract
 s re
 new
 ed a
 nd/o
 r te
 rmin
 ated
 with
 in
 pres
 crib
 ed ti
 mef
 ram
 es
 –80%ofcontracts
 rene
 wed
 and
 /or
 term
 inat
 ed
 with
 in p
 resc
 ribed
 tim
 efra
 mes
 81%(9of11
 term
 inat
 ions
 and
 renewals)of
 cont
 ract
 s re
 new
 ed
 and/
 or te
 rmin
 ated
 w
 ithin
 pre
 scrib
 ed
 timef
 ram
 es
 Targ
 et a
 chie
 ved
 –
 Per
 cent
 age
 of le
 ases
 aw
 arde
 d to
 bla
 ck-
 owne
 d co
 mpa
 nies
 –20%ofleases
 awar
 ded
 to b
 lack
 -ow
 ned
 com
 pani
 es
 29%(2of7)of
 leas
 es a
 war
 ded
 to b
 lack
 - ow
 ned
 com
 pani
 es
 Targ
 et o
 ver-
 achi
 eved
 Ove
 rach
 ieve
 men
 t as
 a re
 sult
 of e
 mph
 asis
 pla
 ced
 on a
 war
 ding
 leas
 es to
 bl
 ack-
 owne
 d co
 mpa
 nies
 in
 line
 with
 the
 envi
 sage
 d pr
 oper
 ty e
 mpo
 wer
 men
 t po
 licy
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 Prog
 ram
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 5: R
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 stat
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 form
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 ctua
 l ach
 ieve
 men
 t 20
 15/1
 6Pl
 anne
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 ta
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 ent
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 Dev
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 om p
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 l tar
 get t
 o ac
 tual
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 hiev
 emen
 t 201
 6/17
 Com
 men
 ts o
 n de
 viat
 ions
 Stra
 tegi
 c ob
 ject
 ive:
 To
 mai
 ntai
 n a
 com
 plia
 nt IA
 R
 Per
 cent
 age
 of a
 ppro
 ved
 disp
 osal
 s (in
 resp
 ect
 of s
 ocio
 - eco
 nom
 ic
 purposes)processed
 for t
 rans
 fer
 99.32%
 ofidentified
 real
 est
 ate
 asse
 ts
 verified
 60%ofdisposals
 appr
 oved
 in
 2016
 /17
 proc
 esse
 d fo
 r tra
 nsfe
 r
 60%ofdisposals
 appr
 oved
 in 2
 016/
 17
 proc
 esse
 d fo
 r tra
 nsfe
 r
 Targ
 et a
 chie
 ved
 –
 Per
 cent
 age
 of
 imm
 ovab
 le a
 sset
 s up
 date
 d on
 the
 IAR
 for c
 ompl
 eted
 in
 frast
 ruct
 ure
 proj
 ects
 91%(8159)ofreal
 estateassetsverified
 100%
 ofimmovable
 asse
 ts u
 pdat
 ed
 on th
 e IA
 R
 for c
 ompl
 eted
 in
 frast
 ruct
 ure
 proj
 ects
 100%
 ofimmovable
 asse
 ts u
 pdat
 ed o
 n th
 e IA
 R fo
 r com
 plet
 ed
 infra
 stru
 ctur
 e pr
 ojec
 ts
 Targ
 et a
 chie
 ved
 –
 Stra
 tegi
 c ob
 ject
 ive:
 To
 prov
 ide
 guid
 ance
 and
 sup
 port
 to o
 ther
 cus
 todi
 ans
 in th
 e co
 mpi
 latio
 n of
 com
 plia
 nt IA
 Rs
 Num
 ber o
 f pro
 vinc
 ial
 IAR
 s as
 sess
 ed fo
 r co
 mpl
 ianc
 e
 One
 pro
 vinc
 ial r
 eal
 esta
 te a
 sset
 regi
 ster
 in
 corp
 orat
 ed in
 to a
 si
 ngle
 repo
 sito
 ry
 Nin
 e pr
 ovin
 cial
 IA
 Rs
 asse
 ssed
 for
 com
 plia
 nce
 Nin
 e pr
 ovin
 cial
 IA
 Rs
 asse
 ssed
 for
 com
 plia
 nce
 Targ
 et a
 chie
 ved
 –
 Prog
 ram
 me
 6: F
 acili
 ties
 Man
 agem
 ent
 Perf
 orm
 ance
 indi
 cato
 rA
 ctua
 l ach
 ieve
 men
 t 20
 15/1
 6Pl
 anne
 d an
 nual
 ta
 rget
 201
 6/17
 Act
 ual a
 chie
 vem
 ent
 2016
 /17
 Dev
 iatio
 n fr
 om p
 lann
 ed a
 nnua
 l tar
 get t
 o ac
 tual
 ac
 hiev
 emen
 t 201
 6/17
 Com
 men
 ts o
 n de
 viat
 ions
 Stra
 tegi
 c ob
 ject
 ive:
 To
 man
 age
 mai
 nten
 ance
 pro
 gram
 mes
 in a
 ccor
 danc
 e w
 ith a
 n ap
 prov
 ed p
 lan
 Num
 ber o
 f bui
 ldin
 gs
 with
 sch
 edul
 ed
 mai
 nten
 ance
 con
 tract
 s in
 pla
 ce
 718identified
 build
 ings
 with
 Fac
 ilitie
 s M
 anag
 emen
 t con
 tract
 s
 350buildings
 with
 sch
 edul
 ed
 mai
 nten
 ance
 co
 ntra
 cts
 in p
 lace
 881
 build
 ings
 w
 ith s
 ched
 uled
 m
 aint
 enan
 ce
 cont
 ract
 s in
 pla
 ce
 Targ
 et o
 ver-
 achi
 eved
 –
 Num
 ber o
 f IP
 MP
 s fo
 r new
 mai
 nten
 ance
 pr
 ojec
 ts s
 ubm
 itted
 to
 the
 PM
 O
 –3
 0Ta
 rget
 not
 ach
 ieve
 d
 The
 Infra
 stru
 ctur
 e D
 eliv
 ery
 Man
 agem
 ent S
 yste
 m
 (IDMS)processesarenotevolvedforF
 acilities
 Man
 agem
 ent y
 et
 –
 Num
 ber o
 f IP
 IPs
 for
 new
 mai
 nten
 ance
 pr
 ojec
 ts s
 ubm
 itted
 to
 the
 PM
 O
 –3
 0Ta
 rget
 not
 ach
 ieve
 d
 The
 IDM
 S p
 roce
 sses
 are
 not
 evo
 lved
 for F
 acili
 ties
 Man
 agem
 ent y
 et
 –
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 Prog
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 6: F
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 Man
 agem
 ent
 Perf
 orm
 ance
 indi
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 rA
 ctua
 l ach
 ieve
 men
 t 20
 15/1
 6Pl
 anne
 d an
 nual
 ta
 rget
 201
 6/17
 Act
 ual a
 chie
 vem
 ent
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 /17
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 iatio
 n fr
 om p
 lann
 ed a
 nnua
 l tar
 get t
 o ac
 tual
 ac
 hiev
 emen
 t 201
 6/17
 Com
 men
 ts o
 n de
 viat
 ions
 Num
 ber o
 f wor
 k op
 portu
 nitie
 s cr
 eate
 d th
 roug
 h m
 aint
 enan
 ce
 prog
 ram
 mes
 3 26
 9 w
 ork
 oppo
 rtuni
 ties
 crea
 ted
 5500EPWPwork
 oppo
 rtuni
 ties
 crea
 ted
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 2.3 STRATEGY TO OVERCOME AREAS OF UNDER-PERFORMANCE
 In2012,theMinisterannouncedaseven-yearturnaroundstrategy(2012-2019)withthreediscretephases:stabilisation,efficiencyenhancement,andsustainabilityandgrowth.Thestabilisationphasefocusedonimmediatechallenges,suchas leadership, and creating the potential for more fundamental change within the Department. The second phase, efficiencyenhancement,focusedonthesystematicimprovements,redesignprocesses,systemsandstructuralelements.These elements will bring about improved efficiencies and effectiveness in the delivery of public works services toclient departments. For example, under the theme “Improving thewaywe do business”, this phase ushered in theoperationalisationof thePMTE to focuson thecorebusinessof theDPW:providingaccommodation togovernmentand managing the property portfolio. Principally, this entailed professionalising the property management function of the DPW and ring-fencing this function within the Department. The sustainability and growth phase focuses on policy review (refreshingthemandateofthepublicworkssector).
 SEVEN-YEAR TURNAROUND STRATEGY
 2012 2014 2019
 STABILISATION PHASE
 EFFICIENCY ENHANCEMENT
 PHASE
 SUSTAINABILITY AND GROWTH
 PHASE
 TRANSFORMATION AND CHANGE MANAGEMENT
 Figure 2.4: The three phases of the turnaround strategy
 Thekeyelementsof thefirstphaseweresuccessfullyachieved.These included theappointmentof theAccountingOfficer,ChiefFinancialOfficerandotherkeyseniormanagementpersonneltosteertheDepartmentintherightdirection.In the period under review, the Department was in the second phase of the turnaround strategy. Fundamental to this phase are the systematic improvements, including the redesign processes, systems and structural elements of the Department.Focusonthesekeystrategicareastoimproveefficienciesandeffectivenesswilleventuallyleadtothethirdphase, sustainability and growth, by 2019.
 In relation to stakeholders, the Department will continue to provide technical support to relevant stakeholders, such as the client departments and public bodies within the EPWP to enable them to implement projects in a labour-intensive manner. This includes training on the reporting system and basic Excel training. Public bodies will be provided with data capturers to record the work opportunities created. Additionally, funding will be sourced from the Department of HigherEducationandTraining(DHET),theSETAsandorganisationssuchastheFinancialServicesBoard,thatprovidevaluabletrainingintermsoffinancialmanagement.
 Other internal initiativesthat formpartof theefficiencyenhancementphase, internal to theDepartment,andseektospeedupdeliveryaspartofthesecondphaseoftheturnaroundstrategyincludethefollowing:
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 SCM reform• Centralised supplier database • Appointment of a panel of lessors
 ICT solutions• Immovable asset management • Lease-in portal • Condition assessment
 Construction projects management• Capacitating the branch with key skills • Introducing IDMS
 In furthering the implementation of the IDMS from the development of UAMPs for clients and CAMPS for custodian departments, the Department developed six IPMPs and an IPIP out the target of four IPMPs and four IPIPs, recording 150%performance
 Real estate investment services
 • Fast tracking valuations, feasibilities and disposals to achieve set monthly targets
 In order to avoid the continued dilapidation of immovable assets and the inability to fund critical maintenance projects, theDepartmentwill finalise theuser charge initiative in consultationwithNationalTreasury and client departments.Appropriate accommodation charges that could thus be levied will enhance the Department’s funding stream and its ability to preserve the condition of its immovable assets.
 StrategicengagementswithNationalTreasury,theDRDLR,theDPSAandtheDepartmentofHumanSettlements(DHS)have been initiated. An MOU has been developed to institutionalise relationships and engagements. The City of Tshwane has signed an MOU, which has resulted in improved outcomes, including obtaining strategic parcels of land in the NorthernGateway,aswellasTownshipapprovalinSalvokop.
 Real estate management services
 Revenue generation
 Apanelofestateagentswillbeimplementedandappointed.Itsobjectiveisasfollows:• Maximize revenue from the state-owned properties by charging market-related tariffs• Reduce the vacancy rate on the excess state-owned properties to ensure security that will prevent vandalism and
 the illegal occupation of the properties • Achieve ministerial commitments on the transformation of real estate by letting out properties to small black estate
 agencies or development companies • Achieve property industry transformation and economic empowerment in line with applicable legislations• Leasing framework • Revision of lease agreements • Standardisation of lease agreements
 A listing service system will also be implemented, which will list all advertised state-owned properties to allow the public to have access to such information. As a result, the Department will have a broader reach to the public for letting out state-owned properties
 The Department will develop a disposal strategy on how neglected and high-maintenance private residential properties could be managed. An analysis will be conducted of the rental income vs. operational costs of holding such properties.
 The result of this analysis will enable the Department to identify unprofitable surplus accommodation thatmust beconsidered for disposal. Cash flow from the disposal of such properties will be ring-fenced for themaintenance ofstrategic state-owned properties, thus having a positive impact on improving the condition of the state- owned property portfolio.
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 Transformation of the property industry
 Specificenterprisedevelopmentprogrammeswillbeestablishedaspartofthestrategytosupportsmall,emergingand/or start-up enterprises to increase the number of black people who manage, own and control competitive and sustainable enterprisesinthepropertysector.Thiswillinclude,butwillnotbelimitedtothePropertyIncubatorProgramme(PIP)ofthe Department, together with other initiatives, in partnership with the private sector.
 The Department will set aside the procurement of leases using pre-qualifying criteria as per the Preferential Procurement Regulations of 2017, effective from 1 April 2017.
 TheEnterpriseDevelopmentPlanwillbeasignificantcriteriumintheprocurementofleases.Thiswillbeacatalystforthe transformation of existing landlords in the market High costs of lease rentals
 NationalTreasurywillapproveleasingandlettingstandards(framework).
 Facilities management • Identify the top 300 buildings • Develop internal technical skills capacity linked to the resuscitation of workshops• Fully automate the call centre, maintenance and asset management activities through the introduction of system,
 such as the new ERP system and telemetry systems• Develop new business processes and align them to the new systems, including a revision of the day-to-day
 maintenance guidelines
 Expanded Public Works Programme • Identify and engage under-performing public and reporting bodies to identify and resolve problems• Conduct a quarterly data quality assessment workshop to identify and correct inconsistencies on the reported data• Develop action plans to collect the required data and capturing on the EPWP-RS through the NCC in 2017.• Provide continuous data capturing support through data capturing sessions, training and capacity building to the
 reporting bodies that have challenges in capturing data• Notify all public and reporting bodies with excluded projects on a regular basis and encourage them to correct the
 projects on the EPWP-RS• Conduct pre-audits in all regions to prepare the public bodies for audits• Tight management of conditional grants to lead to full compliance and meeting the targets of funded public bodies.
 All these initiatives will be addressed in the context of the turnaround strategy, focusing on the transition towards the third phase, sustainability and growth.
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 For the year under review, the CBE received a grant allocation amounting R43.413 million from DPW. Together with additionalrevenuefromtheBEPCs’leviesandinterestincome,theCBEhadatotalrevenuebudgetofR45.661millionfor the year. The CBE utilised the grant allocation to deliver on planned projects as per its annual Performance Plan (APP),aswellasonpriorityprojectsthatmaybeidentifiedduringtheyear.ThetotalbudgetedexpenditurefortheyearisR45.661million,whichresultedinazerodeficitbudgetfortheyear.TheactualfinancialperformanceoftheCBEresultedinasurplusofR1.832millionfortheyear.Thedetailedfinancialperformanceisoutlinedinthe2016/17annualfinancialstatements.ThetotalactualrevenueearnedfortheyearamountedtoR46.451million,againstthebudgetedrevenueofR45.661million.ThefavourablevarianceofR0.790milliononrevenueisduetothefollowing:• There was a minor improvement in the amount received in levies from the BEPCs, and in interest earned.• The other operating income exceeded budget due to the disposal of decommissioned assets.
 TheCBEendedthefinancialyearwithasurplusofR1.832million,andwillapplytoNationalTreasuryfortherolloveroffunds.Asaresultoftheunder-expenditureinProgramme1,therewasafavourablevarianceofR3.133millionor(8%).
 2.5 CONDITIONAL GRANTS EPWP Integrated Grant for provinces
 (Public Works 11)The grant has been transferred to provincial departments
 nationally
 Purpose of the grant To incentivise provincial departments to expand work creation efforts through the use of labour-intensive delivery methods in the following identifiedfocusareas,incompliancewiththeEPWPguidelines:• Lowtrafficvolumeonroadsandruralroads• Other economic and social infrastructure• Tourism and cultural industries• Sustainable land-based livelihoods• Waste management• Road maintenance and the maintenance of buildings
 Expected outputs of the grant • Increased number of people employed and receiving income through the EPWP
 • Increased average duration of the work opportunities createdActual outputs achieved Thetotalfull-timeequivalent(FTE)hourscreatedis75893AmountperamendedDivisionofRevenueAct(DORA) R402 009Amounttransferred(R’000) R402 009Reasons if amount as per DORA not transferred The entire allocation of R402 009 was transferred to eligible public
 bodiesAmountspentbytheprovincialdepartments(R’000) R388 896Monitoring mechanism by the transferring department The EPWP Integrated Grant for provinces is monitored through
 the in-year monitoring reports submitted on a monthly basis by the provincialdepartments,siteverificationvisitsandworkopportunitiesreported on the EPWP reporting system.
 Social Sector EPWP Incentive Grant for provinces (Public Works 11)
 The grant has been transferred to provincial departments nationally
 Purpose of the grant • To incentiviseprovincialsocialsectordepartments, identifiedin the 2015 social sector EPWP log frame, to increase jobcreation by focusing on the strengthening and expansion of social sector programmes that have employment potential
 Expected outputs of the grant • Improved service delivery to communities by expanding the reach and quality of social services
 • Contribute towards increased levels of employment• Improved opportunities for sustainable work through
 experience and learning gained• Strengthened capacity of non-government delivery partners
 through increased access to funds for training, wages and administration
 Actual outputs achieved The total FTE hours created is 12 066
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 Social Sector EPWP Incentive Grant for provinces (Public Works 11)
 The grant has been transferred to provincial departments nationally
 Amount per amended DORA R359662Amounttransferred(R’000) R359662Reasons if amount as per DORA not transferred TheentireallocationofR359662wastransferredtoeligiblepublic
 bodiesAmountspentbytheprovincialdepartments(R’000) R350141Monitoring mechanism by the transferring department TheSocialSectorEPWPIncentiveGrantforprovincesismonitored
 through the in-year monitoring reports submitted on a monthly basisbytheprovincialdepartments,siteverificationvisitsandworkopportunities reported on the EPWP reporting system.
 Social Sector EPWP Incentive Grant for provinces (Public Works 11)
 The grant has been transferred to provincial departments nationally
 Purpose of the grant To incentivise municipalities to expand work creation efforts through the use of labour-intensive delivery methods in the following identifiedfocusareas,incompliancewiththeEPWPguidelines:• Road maintenance and the maintenance of buildings• Lowtrafficvolumeonroadsandruralroads• Basic services infrastructure, including water and sanitation
 reticulation(excludingbulkinfrastructure)• Other economic and social infrastructure• Tourism and cultural industries• Waste management• Parksandbeautification• Sustainable land-based livelihoods• Social services programmes• Community safety programmes
 Expected outputs of the grant • Contribute towards increased levels of employment• Improved opportunities for sustainable work through
 experience and learning gainedActual outputs achieved ThetotalFTEhourscreatedis57785Amount per amended DORA R663 991Amounttransferred(R’000) R663 991Reasons if amount as per DORA not transferred The entire allocation of R663 991 was transferred to eligible public
 bodiesAmountspentbythemunicipalities(R’000) R512650Monitoring mechanism by the transferring department TheEPWPIntegratedGrantforMunicipalitiesismonitoredthrough
 the in-year monitoring reports submitted on a monthly basis by the municipalities,siteverificationvisitsandworkopportunitiesreportedon the EPWP reporting system.
 2.6 CAPITAL INVESTMENTInlinewithGovernmentImmovableAssetManagementAct,2007(ActNo.19of2007),UserDemandManagement(UDM)assisted 42 clients to produce UAMPs. Of these clients, only 10 have capital infrastructure projects. UDM assisted these clientstosubmitsigned-offinfrastructureworklistsforprojectprogrammingandimplementation.Thisdenotessignificantprogress in relation to asset management planning for the Department and its users, as well as improved compliance with theGIAMA.
 The Department provided and managed the immovable property portfolio in support of government’s social, economic, functional and political objectives. The obligation enjoins the Department to plan, budget and execute work calculated to acquire, maintain and construct various government facilities, such as police stations, land ports of entry, prisons, and residentialandofficeaccommodationforclientdepartments.Thetablebelowpresentsasummaryofsometheprojectscompleted and handed over.
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 Table 2.11: Projects completed and handed over
 Client department Infrastructure projects had the following impacts
 Department of Justice and Constitutional Development• Reduction of unemployment.• Enhancement of service delivery for the client department• GrowingtheeconomyoftheRepublic
 Department of Defence• Reduction of unemployment.• Enhancement of service delivery for the client department• GrowingtheeconomyoftheRepublic
 Department of Correctional Services• Reduction of unemployment.• Enhancement of service delivery for the client department• GrowingtheeconomyoftheRepublic
 SAPS• Reduction of unemployment.• Enhancement of service delivery for the client department• GrowingtheeconomyoftheRepublic
 Department of Arts and Culture • Economic, educational and cultural impact.• Enhancement of service delivery for the client department
 Bytheendofthefinancialyear,theDepartmentmanagedtospend92%oftheR686443000budgetforDPWcapitalprojects,comparedto88%in2015/16,aswellas98%oftheR2024546207budgetforthePMTE’scapitalbudget,comparedto86%in2015/16.TheDepartmentspent103%oftheplannedmaintenance(refurbishmentsandrepairs)budgetofR1947939201,comparedto100%in2015/16.InfurtheringtheimplementationoftheIDMSfromthedevelopmentofUAMPsforclientsandCAMPS for custodian departments, the Department developed six IPMPs and an Infrastructure Programme Implementation Plan(IPIPs)outthetargetoffourIPMPsandfourIPIPs,recording150%performance.
 The current state of the Department’s capital stock is illustrated in the table below.
 Table 2.12: State of the Department’s capital stock
 Department
 Condition of state-owned buildings
 Total(Number and percentage)
 Very good C5 Good C4 Fair C3 Poor C2 Very poor C1
 Correctional Services
 24 0% 2 629 23% 8 147 71% 620 5% 132 1% 11552
 Defence 0% 3 412 11% 24 096 81% 1 764 6% 491 2% 29 763Justice 38 1% 636 24% 1 666 62% 277 10% 79 3% 2 696Other client departments
 367 2% 5061 16% 18 439 60% 5173 17% 1 676 5% 30 716
 SAPS 275 1% 3 726 21% 11175 64% 1 874 11% 492 3% 17542Unutilised 0% 16 5% 139 43% 46 14% 124 38% 325Grand total 704 1% 15 480 17% 63 662 69% 9 754 11% 2 994 3% 92 594
 Towardsquantificationanddefinitionoftheextentofthemaintenancebacklog,conditionassessmentswerecarriedoutonsignificantportfoliosinCapeTownandPretoria.Thiswillassisttheschedulingofmaintenanceprogrammesforthoseportfolios.
 TheDepartment,however,continuestohaveasignificantnumberofimmovableassetsinverypoortopoorcondition.Although maintenance projects have been scheduled for these and other assets in the portfolio, these projects are currently unfunded and contribute to the continued dilapidation of the portfolio. Moving forward, the strategy remains to categorise all assets according to condition for them to be prioritised and included in funded the maintenance programme on an annual basis.
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 GOVERNANCE
 CHAPTER 3
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 3.1 INTRODUCTION An effective governance framework enables organisations to integrate and coordinate risk and compliance initiatives with business processes, providing a holistic view of the organisation’s risk and compliance postures and enabling management to make informed decisions on how to allocate resources and mitigate risks effectively. Although, governance objectives cut across the entire organisation and tie into every aspect of the organisation, it is important that the governance objectives share common characteristics that make it possible and even necessary to manage them as a distinct organisational concern. The substance of governance objectives is closely connected to the wellbeing of the organisation. The Department has structured its governing bodies in different ways, containing three key components thatfocusonthefollowingtasks:providingstrategicleadership,definingthebusinessoftheDepartmentandanalysingthe technical environment within which the Department operates, its policies and solutions. The approach to governance structures is aligned to the MPAT processes in the Department.
 The Department has four entities namely the CIDB, CBE, IDT and ASA. The performance of these entities is monitored quarterly. These quarterly assessments have enabled the entities to better focus their priorities with those of government ascontainedintheNDPandMedium-termStrategicFramework(MTSF),aswellasthepolicyprioritiesoftheMinisterof Public Works. The Department is engaging the role previously assumed by the DPME of overseeing the planning processes in thesepublicentitiesandformalisedshareholdercompactswitheachof themfor thefirst time(with theexceptionoftheIDT,forwhomthishasbeenstandardpractice),detailingtheexpectationsofthepublicentitiesasamode of delivery for critical outcomes contained in the NDP within the construction and property sectors. Over the years, great emphasis has been placed on the six BEPCs.
 3.2 RISK MANAGEMENTThe Department has an approved Risk Management Policy, Risk Management Strategy and Risk Management Committee Charter in place. The Department is currently reviewing all the risk management strategic documents for implementation inthe2018/19financialyear,asperthepolicy.Annualriskassessmentsareconductedannuallyandreviewsaredoneinthelastquarterofeachfinancialyeartoevaluatethestatusofrisksidentifiedandtheprogressontheimplementationofactionplanstoassessthelevelofriskexposureatresiduallevel.Duringriskassessment,emergingrisksareidentifiedand incorporated into the risk register, which is then monitored on a quarterly basis.
 TheDepartmenthasafunctionalRiskManagementCommittee(RMC),whichisconvenedonaquarterlybasisaspertheRMCCharter.ThecommitteeischairedbyanindependentchairpersonappointedbytheAccountingOfficerasperNational Treasury’s framework. The discussion and resolutions taken at the RMC are reported at the EXCO meetings and to the Audit Committee for endorsement. The Audit Committee, as an independent assurance provider, monitors the risk management processes and advises management on how to improve the effectiveness of risk management in the Department. Progress on the implementation of the action plans is tabled to the Audit Committee on quarterly basis. Furthermore,theidentificationofemergingrisksonnewbusinessprocessesandchangeofobjectivesareconducted.
 IntermsofthePublicSectorRiskManagementFramework,theAccountingOfficershouldestablishobjectivesthatareconsistentwiththeDepartment’sconstitutionalmandateandensurethatitsservicesareappropriate,economical,efficientandequitable.TheAccountingOfficermustalsoensure that theDepartment isable tomanagesuch riskseffectively,economicallyandefficiently.
 The Department has been involved in the development of risk registers. However, the following challenges that hindered theeffectivenessoftheriskmanagementprocesseshavebeenidentified:• Embedding risk management processes into the culture and existing planning and reporting processes of the Department• Not utilising risk management as an effective management tool in terms of decision making• LackofsynergyandintegrationbetweenregionalofficesandbranchesatHeadOffice,whichimpactedoneffective
 governance and accountability
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 3.3 FRAUD AND CORRUPTIONThe Department’s fraud prevention strategy outlines a high-level plan on how the Department implements its fraud prevention programme. The strategy evolves as the Department makes changes and improvements in its drive to promote goodgovernance,accountabilityandeffectivelyfightingfraudandcorruption.Thestrategyisreviewedperiodicallytoenable it to be effective in responding to the nature of the prevailing challenges.
 The fraud prevention strategy, however, does not guarantee that the Department will not be impacted on by incidents of fraud and corruption, but is intended to serve as an additional measure to assist in the limitation of the impact of fraud and corruption risks, with a particular focus on creating awareness and promoting ethical business conduct.
 The Department has adopted and implemented a four-component strategy in response to managing fraud and corruption. Itcomprisesthefollowing:• Prevention:educationandawareness,policiesandprocedures,anethicalculture,etc.• Detection:promotingreportingmechanisms,InternalAudit,RegisterofAllegations• Investigations:internal,and/oroutsourced(SpecialInvestigatingUnit(SIU)andprivatefirms)• Resolutions:theimplementationofsystemicrecommendations,disciplinaryaction,civiland/orcriminalactions
 TheDepartmentpromotestheuseoftheNationalAnti-CorruptionHotline(NACH),0800701701,administeredbythePublicServiceCommission(PSC)fortheconfidentialreportingofincidentsoffraudandcorruption.ThepromotionoftheNACH further enhances the integrity of the reporting process. Members of the public and any other interested parties can report incidents or suspicion of incidents of fraud and corruption to the NACH anonymously. Once the report is logged with the NACH, it will be directed to the Department for further attention. The Department will be expected to provide a report or outcome of the investigation and resolution attained in as far as the allegation reported is concerned.
 The Department further promotes other internal reporting mechanisms, such as the use of intranet or internet portals to reportincidentsdirectlytotheMinister,DeputyMinisterandDirector-General.OfficialscanalsoreportincidentsdirectlyviaemailortelephonicallytotheDeputyDirector-General(DDG):Governance,RiskandCompliance.Internalofficialsand contractors are further urged to report incidents of fraud and corruption using the above channels. Once the matters arereportedandreferredtotheAnti-corruptionUnit,thecomplainantsarenotified(whereknown)ofthereceiptoftheircomplaints or allegations, and they are provided with a reference number for future tracking purposes and to request feedback or progress on the outcome of the referrals.
 Allegations pertaining to fraud and corruption from various sources or stakeholders are received by the Department in theformofreportsfrommembersofthepublic(NACH),officials,managementrequests,reportsoftheAuditor-GeneralandInternalAudit.ThefollowingconstitutesthestepsfollowedonceanallegationreportisreceivedbytheGovernance,RiskandCompliancebranch:• Upon receipt of the report, the allegation will be recorded in the Register of Allegations for tracing purposes • TheallegationreceivedwillthenbesubmittedtotheAssessmentCommittee,comprisingfivecommitteemembers
 to assess the allegation reported within 30 days of receipt in order to establish whether it falls within the mandate of the Unit
 • Based on the assessment conducted, allegations that fall outside the mandate of the Anti-corruption Unit will be referred to other business units for further attention. Allegations that have elements of fraud, corruption and/or serious maladministration are registered on the Fraud Allegation Register and allocated a reference number.
 • Subsequently, an investigation into the matter will be instituted to prove or disprove the allegations made.• After the investigation is completed, a report detailing the findings of the investigation, conclusions and
 recommendationsaresubmittedtotheDirector-General forconsiderationandapprovalof therecommendationsmade.
 • Upon the Director-General approving the recommendations made in the investigation reports, the reports aredisseminated to the relevant branch heads/regional managers to implement the recommendations made.
 • Periodic follow-ups are made to track progress and the outcomes in respect of the implementation of the recommendations made on the investigation reports.
 Fromthe2012/13financialyeartodate,theDepartment,throughtheGovernance,RiskandCompliancebranch,hasreceived 222 allegations. Of those, 196 have been completed, 16 are at various stages of investigation and 10 were referred to other business units for resolution.
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 Resolutions
 Emanatingfromtheinvestigationsconducted,179disciplinaryactionswererecommended.Ofthose,158havebeencompletedand21areingoing.Thefinalisedonessanctionedrangefromdismissalstofinalwrittenwarningsandwrittenwarnings. A total of 27 cases have been referred to the SAPS for further investigation. These comprise acts related to misrepresentation, fraud and corruption.
 Fraud and risk management
 As part of the Department’s broader measures to eradicate fraud and corruption within its operations, the Department has developed and implemented a Fraud Risk Management Plan. The Fraud Risk Management Plan will be incorporated intotheDepartment’soverallfraudpreventionstrategy.ThebenefitsofarobustFraudRiskManagementPlanwillenabletheDepartmenttodothefollowing:• Enhancesystems,processesandprocedures,andreportingsystems,whichwillsupportoperationalefficiency• Ensuretheeconomicandefficientuseofstateresources• Realise improved service delivery
 3.4 MINIMISING CONFLICT OF INTEREST
 ToensurethatconflictofinterestinSCMpracticesareminimisedandtofurtherpreventanddetectcollusivepractices,theDepartmenthasimplementedanumberofinternalcontrolmeasures.Theseincludethefollowing:• AllSCMofficialsandeveryofficialinvolvedinSCMprocessesarerequiredtoannuallysignaCodeofConductfor
 allDPWOfficialsEngagedinSupplyChainManagementform(PA00),whichrequiresofficialstodeclareinwritingallbusiness,commercialandfinancialinterests.
 • Every official of theDepartmentwho is involved in the development of tender specifications, the evaluation oftenders received or the adjudication of tender awards is required to complete and sign a Declaration of Interest and Confidentialityform(PA18).Thisisamandatoryrequirementandnotenderspecification,evaluationoradjudicationmeeting will convene if this requirement is not adhered to.
 • Furthertothis,allSCMofficialsarerequiredtosubmit,onaquarterlybasis,arelatedpartydisclosureform,whichrequires officials to also disclose in detail the participation of their spouses and close familymembers in anypartnerships, close corporations and/or companies.
 • Ininstanceswhereofficialsdeclareaconflictofinterest,theyarerecusedfromparticipatinginanyfurtheractivityrelated to the matter under discussion.
 • All SCMofficials, by the very nature of their involvement in tendering, are also subjected to a security vettingprocess.
 • The SCM policy also prohibits employees of the state to conduct business with any organ of the state. Bidders who arefoundtobeemployedbythestatearethusdisqualifiedfromthebiddingprocess.
 • Within the quotations environment, electronic nomination and rotation of prospective bidders has been implemented throughtheuseofasourcingsystemthat interfaceswithNationalTreasury’sCentralSupplierDatabase(CSD).This assists in a fair selection and rotation of bidders to minimise perceived risks associated with manual selection. The CSD is also utilised as a tool to scrutinise ownership and directorship of bidders to determine if they are not employed by the state.
 • The Department has reviewed and improved business processes to address bidders that are found to have contravened the SCM provisions. These includes possible restriction from doing business with the state for a period not exceeding 10 years.
 • The departmental standard bidding requirements also make it mandatory for all bidders responding to an invitation tobid, to completeandsubmit a “Declarationof Interest andBiddersPastSCMPractices” form (PA11),whichobligates the bidder to declare any relationship with any member of the Department involved in the SCM process related to the bid and to further declare whether he or she is an employee of the state.
 • When utilising external professional service providers to conduct risk assessments on potential contractors, the Departmenthasimplementeda“ConsultantDeclarationofInterest”form,whichrequiresthepartyconductingtheriskassessmenttodeclareanypotentialconflictofinterest.
 • TheDepartment’sInspectorateandComplianceUnitisnowembeddedwithintheSCMprocessesas“gatekeepers”toensuregoodgovernanceandcompliance.Thisservestofurtherminimiseconflictsofinterest.
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 3.5 CODE OF CONDUCTInvestigation
 The Department appoints either an external or internal investigator to probe any allegations of misconduct upon receipt ofinstructionfromlinefunctions.Thefindingsoftheinvestigationwillthendictatewhetherthereisaneedtoproceedwith formal charges or not.
 Disciplinary hearing
 Should a need to proceed with charges arise, then the Department facilitates the process of appointing the chairperson and the initiator, followed by disciplinary hearing. The chairperson will commence with the hearing, the outcome of which iscommunicatedtotheemployeeaftertheAccountingOfficerhasgivensanction.
 It should also be noted that the Department does not have a customised code, but utilises the PSC’s code of conduct, which is applicable to all government departments. This Code is available on the PSC’s website for ease of reference.
 3.6 HEALTH, SAFETY AND ENVIRONMENTAL ISSUES
 TheDPW,throughitsstatutorycompliance,hascontinuedwith itshealthandsafetycampaignundertheslogan“Mysafety, your safety, our responsibility” to inform and educate staff on the importance of health and safety in the workplace. Aspartofthecampaign,varioushabitualpreoccupationsinwhichmostofficeworkersareinvolvedhaveadverseeffectsontheirphysicalwellbeing.GuidedbytheOccupationalHealthandSafetyAct,1993(ActNo.85of1993),inspectionswere conducted on both the leased and state buildings to monitor the level of compliance. Most of the buildings were not complying with the requirements of the OHS legislation. Some of the supporting units within the Department were consulted to avail funds to rectify the non-compliance issues.
 Inspections were also conducted on some of the waste water treatment plants that necessitated a National Task Team to focus on all issues affecting the normal functioning of the treatment plants. An analysis was done on some plants in the Durban,CapeTown,NelspruitandPretoriaregionaloffices.Theotherregionalofficesarescheduledtobeinspectedinthe2017/18financialyear.
 Compliance inspection is also done on the railway sidings managed by the Department in line with the Railway Safety Regulator’srequirementstoensurecompliancewiththeSouthAfricanNationalStandard(SANS)3001.ThesesidingsaremaintainedandservicedforclientdepartmentsliketheSouthAfricanNationalDefenceForce(SANDF)foritsday-to-day operations. The SANDF uses the railway to transport both ammunition and jet fuel for The Presidency.
 The Department applies for a railway safety permit annually from the National Railway Safety Regulator (an agency of theNationalDepartmentofTransport).TheNationalRailwaySafetyRegulator(established intermsofActNo.16of2002)requiresallentitiesdefinedasoperatorstoapplytotheNationalRailwaySafetyRegulatorforasafetypermit,including the DPW. According to this Act, all entities are obliged to apply to the National Railway Safety Regulator for a safetypermitshouldtheybeanoperatordefinedintheAct.Thisincludesbeing:• responsible for the maintenance of any portion of networks or a siding, including railway yards; • responsible for the movement of rolling stock; or• in control of a station.
 The Department is in possession of 22 railway sidings in different regions. Only six of those are active, the rest are dormant.Asthecustodianofrailwaylines,theDepartmentisclassifiedasaClassBNetworkOperator.Networkoperatorsare responsible for the maintenance of their active railway lines and it is their responsibility to ensure that active railway lines are kept in good operational condition to avoid any nature of an occurrence.
 The Department of Defence, as the user of these lines, is also in possession of a railway safety permit in order to comply with the requirements of the National Railway Safety Regulator. The relationship between the Department and SANDF is ruled by a service level agreement, which stipulates the responsibility of each operator of the siding.
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 Moreover, the Department has an interface agreement with interfacing operators such as Transnet Freight Rail and Senwes, who are also responsible for the maintenance of their railway lines. The relationship between the DPW, Senwes and Transnet Freight Rail is ruled by the interface agreement signed by all interfacing parties.
 The Department has since appointed a railway safety nominated manager to handle all railway-related activities in all the regionswheretheDepartmentownsoroperatessidings.Thenominatedmanagerisalsoresponsibleforthefollowing:• Ensuring that the requirements of the Act, regulations and safety standards are implemented and maintained • Compiling standards and procedures with regard to the railway safety management system• Facilitating the signing of an interface agreement between all parties interfacing with the departmental sidings • Conducting inspections or audits in all railway sidings• Attending to all reported incidents• Facilitating the process of spiking all unutilised sidings
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 3.8 PRIOR MODIFICATIONS TO AUDIT REPORTS
 Department of Public Works
 Nature of emphasis of matter Financial year in which it first arose Progress made in clearing or resolving the matter
 1. Restatement of corresponding figures
 2013/14and2014/15 The matter was resolved during the audit.
 2. Reliability of the performance information
 2015/16 A series of interventions is already underway to address these challenges, such as conducting quality assessment workshops to identify and correct inconsistencies on the reported data on a quarterly basis, conduct pre-audits in all regions to prepare the public bodies for audits and ensuring tight management of conditional grants to lead to full compliance and meeting of the targets of funded public bodies.
 Property Management Trading Entity
 Nature of emphasis of matter Financial year in which it first arose Progress made in clearing or resolving the matter
 1. Financialinformation:• Qualificationwithtwo
 findings• Compliance with seven
 findings
 2013/14and2014/15 A series of interventions is already underway to address these challenges.
 2. Performanceinformation:Disclaimer(firstyearofopinion)
 2015/16 An analysis of past performance conducted to identify gapsunderwayasidentifiedunderstrategiestoimproveperformance.
 3.9 INTERNAL CONTROL UNITThe Department developed a Compliance Risk Management Framework during the year under review. The framework will ensure that the entire compliance universe, from primary legislation at the one level to internal policies and procedures on the other are complied with. The system will rate the risk of non-compliance within the universe and focus compliance monitoring on areas of high risk.
 The implementation of the system will mainly assume an approach of self-monitoring and assessment. This will complement independent monitoring, which is dependent on human intervention and electronic monitoring, to reduce the dependency on human resources. The system will be decentralised, with central supervision, and will initially focus onhigh-riskareas,includingSCM,GIAMAandOHScompliance.
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 3.10 INTERNAL AUDIT AND AUDIT COMMITTEES
 Key activities and objectives of Internal Audit
 Objective of Internal Audit is to provide innovative, responsive and effective value add assurance and consulting services by reviewing the adequacy and effectiveness of governance, risk management and control processes and provide recommendationstomanagementonimprovementsforidentifiedweaknesses.
 Key Activities
 • Develop three year rolling and operational risk based plans.• Conduct the audits as per the approved audit plans and special Management and Audit Committee requests.• Provide reports with recommendations to improve controls, risk management and governance process where
 shortfallshavebeenidentified.• Monitor regularly the implementation of recommendations by Management.
 Summary of audit work done
 Three year rolling strategic and operational plans for both Assurance and IT were developed based on the risks of the Department including itsPublicEntity(PMTE).TheplanswerepresentedatExecutivemeetingandapprovedbytheAudit Committee.
 VariousauditswereconductedduringthefinancialyearandreportswerepresentedtoManagementforimplementationofrecommendationsonidentifiedweaknesses.SuchreportswerefurtherpresentedattheAuditCommitteemeetings.
 Management actions plans to implement the recommendations in the audit reports were monitored through follow up reviews / monitoring tools. Results were presented to Exco Subcommittee for management to account on actions not implementation.
 Audit Committee
 Key Objectives:
 An Audit Committee is an oversight body comprising of external members and its main objective is to provide advice to the AccountingOfficerontheadequacyandeffectivenessofsystemsofinternalcontrolriskmanagementandgovernanceprocesses.
 Key Activities – Some of the activities included:
 • Reviewed compliance with legislation and policies.• ReviewedperformanceoftheDepartment(performanceinformationagainstsettargets)andexpenditureagainst
 the budget• Reviewed / evaluated the Annual Financial Statements.• Oversight on reporting of anti-fraud and corruption.• Oversight on the effectiveness of Internal Audit Unit • ReviewedtheAuditorGeneral’sAuditplanandfees.• MonitoredtheimplementationofManagementActionPlanstocorrecttheidentifiedcontrolweaknesses.
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 3.11 REPORT OF THE AUDIT COMMITTEE FOR THE YEAR ENDED 31 MARCH 2017
 Wearepleasedtopresentourreportforthefinancialyearended31March2017.
 3.11.1 Audit Committee members and attendance
 For theyearunder review, theDepartment (mainvote)and its tradingentity, thePMTE,hada fully functionalAuditCommittee. Collectively, we refer to the Department and the PMTE as the institution. The Committee consist of six members, all of whom are external to the institution.
 Themeetingswereattendedasfollows:
 No of members
 Name of member Qualifications Date appointed Number of meetings attended
 1 Mr Z Luswazi – ChairpersonBCompt, BCompt (Hons),CA(SA)
 01/10/2012 re-appointed 01/09/2016
 10
 2 Mr C Bunting
 Diploma Internal Audit and Financial Accounting and Masters in Administration
 01/10/2012re-appointed 01/04/2016
 8
 3 Ms N SinghBCompt, BComm(Hon),CA(SA)
 01/10/2012 re-appointed 01/04/ 2016
 8
 4 Mr J van HeerdenNational Diploma Finance
 01/07/2013re-appointed 01/07/ 2016
 7
 5 Mr B Potgieter BCom and MBA 01/04/ 2016 10
 6 Mr S Madonsela BScEng(Mechanical) 01/04/2016 6
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 3.11.2 Audit Committee responsibility
 TheAuditCommitteehascompliedwithSection38(1)(a)(ii)ofthePublicFinanceManagementAct(PFMA)(ActNo.1of1999)andTreasuryRegulation3.1inthattheDepartmenthasandmaintainsasystemofinternalauditunderthecontroland direction of the Audit Committee complying with and operating in accordance with regulations and instructions prescribed by the PFMA.
 The Committee reports that it has formally adopted a set of terms of reference and has duly complied with them.
 3.11.3 Effectiveness of internal control
 Efficiency and effectiveness of the system of internal control
 While both the main vote’s and the PMTE’s performance information audit outcomes effectively remained the same in relationtoprioryear,onanoverallbasishowever;theefficiencyandtheeffectivenessofthesystemofinternalcontrolin the year under review deteriorated in relation to prior year.
 The main cause of the deterioration of the system of internal control in the current year is the adverse opinion issued on the PMTE’sannualfinancialstatements,againstaqualifiedauditopiniononthe2015/16annualfinancialstatements.Auditoutcomes on performance information are expanded upon in the item on the evaluation of the performance management system,whiletheannualfinancialstatementsarediscussedintheitemontheevaluationoffinancialstatements.
 Risk management
 In the year under review, the risk management has stagnated. This is as a result of two factors. Firstly, the fact that organisational maturity on risk management being the entrenching of the culture of the application of risk management principles on the day-to-day managerial activities remains to be achieved. Secondly, that the risk management function wassignificantlyunder-resourcedintermsofpersonnelintheyearunderreview.
 Accordingly, significantmilestoneson the institution’s riskmanagement function remain tobeachievedstartingwithcapacitybuilding,whichshouldthensignificantlyinfluenceorganisationalriskmaturityreferredto.
 Annual financial statements
 Therewerenosignificantchangesonthetechnicalcontentofthemainvote’sannualfinancialstatementsinrelationtoprioryear,yetthePMTE’sannualfinancialstatementsreportedamajorchangeontheirtechnicalcontentinrelationtoprioryears.ForthePMTE,theyearunderreviewwasthelastyearofthephase-inofGRAPcompliancewithrespectto
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 thevaluationofProperty,PlantandEquipment(GRAP17),whereintheseassetswerestatedatvaluationforthefirsttime.Thispresentedasignificantchallenge to this reportingentity in relation toprioryearsand thiswashighlightedassuchbythisCommittee in the2015/16annual report.Thetotal impactof thevaluationof theProperty,PlantandEquipment was a fundamental increase in the reported asset base matched by an equivalent increase in equity.
 Ontheauditoutcomes,theDepartmentmaintainedanunqualifiedauditopinionwhilethePMTEreceivedanadverseopinion(qualifiedauditopinionintheprioryear).ThebasisofthePMTE’sauditoutcomeisdiscussedfurtherintheitemontheevaluationoffinancialstatements.
 Report of the Auditor-General
 Ahealthyandrobust interactionbetweentheAuditor-GeneralandmanagementcharacterisedbyamutualrespectofthepositionofeachwithparticularreferencetotheguaranteedindependenceoftheAuditor-Generalteam,continuedintheyearunderreview.Managementhasacceptedtheauditfindingscontainedintheinstitution’smanagementreportsas the basis on which the audit conclusions outlined in the respective audit reports have been reached by the Auditor-General.Accordingly,managementiscompilingcomprehensiveactionplanstoaddresstheshortcomingsidentifiedinthesereports.TheresponsibilityoftheAuditCommitteeistoconfirmthecompletenessoftheseauditactionplansandmoresignificantlytomonitorandappraisetheirimplementation.
 TheAuditCommitteeacceptsthereportoftheAuditor-General.
 Quality of in-year management and monthly/quarterly reports submitted in terms of the PFMA and the Division of Revenue Act
 Regular,accurateandcompletefinancialreportsdulysupportedbyreliableinformationwerenotconsistentlypreparedthroughouttheyear.QuarterlyfinancialstatementswerepreparedfortheDepartment,yetonlythehalf-yearlyfinancialstatements were prepared for the PMTE and these were not in compliance with the prescribed reporting framework, the GRAPStandardsofreporting.ThisisafunctionofthemanualnatureoftheprocessofcompilingthePMTEfinancialstatements. As reported in the prior year, the Committee remains concerned about the manual system employed in the compilationof thePMTEGRAPcompliantfinancialstatements.Werevisit this issueunder itemontheevaluationoffinancialstatements.
 Furthermore, theCommittee remainscriticalof thequalityof the in-yearperformancemanagement reports.Specificrecommendationsforimprovementinthisregardhavebeenmadetomanagementinthecourseofthefinancialyear.
 TheAuditor-Generalhighlightedcertainnon-complianceswiththePublicFinanceManagementAct,(PFMA)(ActNo.1of1999)vis-à-visthesubmissionofthefinancialstatementsforauditing,Section40(1)(c)(i)andthefactthatcomponentsofthefinancialstatementswerenotconsistentlypreparedinaccordancewithSection40(1)(a)and(b)ofPFMA.
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 3.11.4. Evaluation of financial statements
 Asmentionedinitemregardingtheannualfinancialstatementsabove,theDepartmentmaintainedanunqualifiedauditreport, while the PMTE received an adverse opinion compared to a qualified opinion in the prior year.An in-depthanalysisofthePMTEauditreportensues.ThebasisofthePMTE’sauditopinionasthefollowing:• That Property, Plant and Equipment was not correctly valued. This was caused by the incorrect utilisation of the
 source data in determining the deemed costs of assets being measured;• That expenditure other than additions to Property, Plant and Equipment was incorrectly recognised as additions to the
 said Property, Plant and Equipment;• Thattheestimatedusefuleconomiclivesofassetswerenotreflectiveoftheactualconditionofassetsontheground;• That recorded accruals, both payables and receivables accruals, could not be substantiated for audit purposes; and• That recorded unscheduled maintenance provision could not be substantiated for audit purposes.
 ItisaviewoftheCommitteethattheauditopiniononProperty,PlantandEquipment(assets)isasaresultoftwomainfactors:themagnitudeofthefirsttimeapplicationofthevaluationassertiononthesaidProperty,PlantandEquipmentand the inadequate capacitation of the directorate responsible for the asset management function.
 The remaining two audit report basis points (inability to substantiate recorded accruals read with the inability to substantiaterecordedunscheduledmaintenanceprovision)areareflectionoftheabsenceofrelevantandup-to-datebusiness processes. Reengineering of organisational business processes at the PMTE remains a crucial challenge ahead.
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 3.11.5. Evaluation of the performance management system
 Asmentioned inthe itemfor theefficiencyandeffectivenessof thesystemof internalcontrol, theauditoutcomesinrespect of performance management effectively remained the same as they were in relation to prior year. The following comparativeanalysisdepictsthepicture:
 The main vote:• Programme3:ExpandedPublicWorksProgramme;Currentyear,Qualifiedaudit report;Prioryear,Disclaimerof
 audit opinion; Improvement.• Programme4:PropertyandConstructionandIndustryPolicyandResearch;Unqualifiedauditreportinbothreporting
 periods; No change.• Programme5:PrestigePolicy;Currentyear,Disclaimerofopinion;PriorYear,QualifiedAuditReport;Regression.
 The PMTE:
 Intheyearunderreview,theAuditor-General,reviewedfourprogrammeswhileintheprioryear,threeprogrammeswerereviewed.Thecurrentyearfindingswereasfollows:• Programme3:ConstructionandProjectManagement;Disclaimerofauditopinion.• Programme4:RealEstateManagement;Qualifiedauditopinion.• Programme5:RealEstateInformationandRegistryServices;Qualifiedauditopinion.Notauditedintheprioryear.• Programme6:FacilityManagement;Disclaimerofauditopinion.
 Significant improvement is requiredon theplanning,coordinationandon theoverallmanagementof theperformancemanagement system at the institution. Outside of achieving desirable audit outcomes, it is the interests of both reporting entitiestofulfiltheirrespectivemandatesandstrategicgoalsaseloquentlyandsufficientlymeasuredbytherespectiveorganisationalperformancescorecards.Therefore,significantimprovementonbothaspectsisofprimaryimportance.
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 3.11.6 Internal audit
 The Internal Audit Unit is steadily maturing and plans to build further capacity through addition of further resources (personnel)andasystematicskills transferplan from the incomingpersonnel to theexistingpersonnelareafoot. Inparticular,theunitismaturingtowardsconsistentlyfulfillingitsstrategicroleattheinstitution.
 3.11.7 Auditor-General South AfricaThe Committee reports that there are no unresolved matters that have been brought to the Committee’s attention in the yearunderreview.TheCommitteefurtherreportsthatithadrobustengagementswiththeAuditor-General,whereinallareas of concern were conclusively addressed.
 3.11.8 The Departmental Annual Performance Plan
 It is the view of the Committee that the institution’s planning process has matured. This has been a steady journey over the last four years or so wherein the culture of excellence and precise planning processes has been systematically internalisedattheinstitution.Asaresult,developmentofaqualityAnnualPerformancePlan(APP)necessarilyreflectiveof the Organisational Long-term Strategic Plan is a realistic and an expected outcome. Accordingly, and as done year-after-year to-date, the Committee will in due course be similarly conducting detailed reviews and appraisals of the 2018/19financialyear’splanningcycleandtheorganisationalscorecards.
 3.11.9 Key strategic focus areas
 Continuousimprovementingoodcorporategovernanceisalwaysaconstantforanyinstitutionwithastatutory(legislated)financialreportingresponsibility.Accordingly,thereportinginstitutioninviewisthisreport(comprisingoftheDepartment(mainvote)andthePMTEisnodifferent.Thisexplainstheeffortsoftheinstitutiontowardsthisobjectiveto-date(currentand prior years) aswell as the ethos of this very report, i.e. continuously improving and sustaining good corporategovernance.
 It is in the background of this constant strategic intent therefore that the Committee reiterates two key strategic focus areas for the institution in the2017/18financialyear:an improvementon theauditoutcomeson thePMTE’sannualfinancialstatementsaswellasanimprovementontheauditoutcomesonthereportedorganisational(boththemainvoteandthePMTE)performanceinformation.
 3.11.10 Challenges ahead
 TheCommitteebelievesthattheinstitutionisfacingthefollowingkeychallengesinrespectofthe2017/18financialyear:• Improvement on the audit outcomes in the manner articulated in item 10 above; • Improving the Asset Management Function as a whole at the PMTE;• Reengineering of the PMTE’s business processes;• AchievingtotalandstrictcompliancewithGRAP17asawholeatthePMTE;and• Improving the organisational Performance Management System.
 3.11.9 Overall observation
 Our overall observation is that in relation to the prior year; the level of good corporate governance at the institution hasdeclined.Thisreporthasidentifiedthekeyareasinneedofimprovementinthisregard.Towardstheattainmentofthese objectives, the role of the Committee therefore will be to monitor and appraise the qualitative implementation of the necessary corrective actions, provision of strategic guidance to the institution and overall exercising of our statutory oversight function.
 ZLuswaziCA(SA)Chairperson:AuditCommittee
 26 September 2017
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 HUMAN RESOURCE MANAGEMENT
 CHAPTER 4
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 4.1 INTRODUCTION The Department’s HR unit plays a critical role in building a team of working professionals. The fundamental functions of the HR unit include structural design, recruiting and training human capital, performance appraisals and employee motivation. In a bid to realise its objectives, the Department revised the HR Plan, and developed and implemented a Recruitment Plan and a Skills Development Plan for the capacitation of critical areas. The critical areas included units suchasGovernance,RiskManagementandCompliance,Policy,ResearchandRegulations,PMTE,EPWP,ProjectsandProfessionalServices,andFinanceandSCM.Itsachievementstodateincludethefollowing:• TheDepartmentmanagedtofinaliseandgainapprovaloftheorganisationalstructuresofboththeDPWandthePMTE.• The Department made significant progress in the operationalisation and capacitation of the PMTE through
 permanent,fixed-termappointmentsandsecondments.• The Department continued to implement the skills development programme in areas of young professionals,
 interns, bursary holders and the artisan development programme. The implementation of the retired professionals programme provided the necessary mentorship and coaching capacity for the skills programmes, while closing the skills gaps in the professional and technical skills areas.
 • TheDepartmentcompletedthein-sourcingofthesecurityfunctioninHeadOfficethroughtheappointmentofin-housesecurityofficerstoperformaccesscontrol,theguardingofHeadOfficebuildings,aswellasparkingsites.
 4.2 PERSONNEL-RELATED EXPENDITURE
 Thefollowingtablessummarisesthefinalauditedpersonnel-relatedexpenditurebyprogrammeandbysalarybands.Inparticular, it provides an indication of the amount spent on personnel and the amount spent on salaries, overtime, the homeowner’sallowance(HOA)andmedicalaid.
 Table 4.1: Personnel expenditure by programme
 Programme Total voted expenditure
 Compensation of employees expenditure
 Compensation of employees as a
 percentage of total expenditure
 Average compensation of
 employees cost per employee
 Total number of employees per
 programme
 R'000 R'000 % R'000 %Administration 480 334 240 437 52.4 44 73
 Intergovernmental Coordination
 46015 13 976 56.3 4 15
 Expanded Public Works Programme
 1953369 152622 6.9 23 55
 Property and Construction Industry Policy and Research
 3742985 1 318 186 35.2 2 4528
 Prestige Policy 89519 15551 17.4 3 44
 Totalasonfinancialsystems (Basic Accounting System(BAS)andSage)
 6 312 222 1745318 27.6 75 5782
 ExpenditureoncompensationofemployeesindicatedagainstProgramme:DPW:PropertyConstructionIndustryPolicyand Research includes the compensation of employees for the PMTE. The programme structure for the DPW is different from the programme structure of PMTE. Persal only allows for one main vote to be attached to an institution. Therefore, the expenditure for the DPW and the PMTE could not be split on the system. To enable the Department to differentiate between the cost of employees for DPW and that of PMTE, all employees related to PMTE were seconded on PERSAL. This,however,resultedinallPMTEstaffmembersbeingindicatedunderDPW:PropertyConstructionIndustryPolicyandResearchonthePersalsystem.ThetotalpositionsforthePMTEwillnotreflectagainsttheprogrammestructureofthe PMTE until the PMTE and DPW are fully split in terms of the approved structure.
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 Table 4.2: Personnel costs by salary band
 Salary bandsCompensation of employees cost
 Percentage of total personnel cost for
 Department
 Average compensation cost per employee
 Number of employees
 R'000 % R'000 %Lowerskilled(levels1–2) 153082 7.62 150228 1 069Skilled(levels3–5) 211255 10.51 206 910 1 013Highlyskilledproduction(levels6–8) 417535 20.77 340567 1 223Highlyskilledsupervision(levels9–12) 619856 30.84 667 949 1 009Seniormanagement(levels13–16) 244 946 12.19 1 074 323 144Contract(levels1–2) 43 487 2.16 113 841 749Contract(levels3–5) 30 240 1.50 160851 202Contract(levels6–8) 59976 2.98 322454 178Contract(levels9–12) 88 663 4.41 534112 160Contract(levels13–16) 59098 2.94 35Periodical remuneration 21 280 1.06 9 633 2 237Abnormal appointment 5021 0.25 12 490 402Total 1 978 082 98.41 235 682 8 421
 * Thenumberofemployeesinthistableincludesfilledposts,aswellasperiodicalandabnormalappointments.Therefore,thetotalnumberof employees is calculated as 8 421.
 Table 4.3: Salaries, overtime, HOA and medical aid by programme
 Programme Salaries Over-time Overtime as a percentage of personnel
 cost
 HOA Total number of employees
 per programme
 HOA as a percentage
 of personnel cost
 Medical aid
 Medical aid as a
 percentage of personnel
 cost
 Total personnel cost per
 programme
 R'000 R'000 % R'000 % % R'000 % R'000
 Administration 232995 92.6 3 483 1.4 6652 2.6 4 877 1.9 251731
 Intergovernmental Coordination
 96958 374.4 1 208 4.7 4 761 18.4 5191 20 25897
 EPWP 108 622 81.1 4 0 4759 3.6 3 120 2.3 133953Property and Construction Industry Policy and Research
 890655 67.6 17 901 1.4 49345 3.7 52426 4 1 318 186
 Prestige Policy 9 297 59.8 179 1.2 332 2.1 309 2 15551Total 1 338 527 76.7 22 775 1.3 65 849 3.8 65 923 3.8 1 745 318
 Table 4.4: Salaries, overtime, HOA and medical aid by salary band
 Salary bands Salaries Salaries as a percentage
 of personnel cost
 Over-time Overtime as a percentage of personnel
 cost
 HOA HOA as a percentage
 of personnel cost
 Medical aid
 Medical aid as a percentage of personnel
 cost
 Total personnel cost per salary
 band
 R'000 % R'000 % R'000 % R'000 % R'000Lower skilled (levels1–2)
 87 928 64.3 1 649 1.2 12 476 9.1 14 127 10.3 136 721
 Skilled (levels3–5)
 128 921 64.2 9 064 4.5 14295 7.1 14750 7.3 200875
 Highly skilled production (levels6–8)
 276 036 72.2 7 147 1.9 14 910 3.9 18 678 4.9 382 364
 Highly skilled supervision (levels9–12)
 467 173 77.7 2 874 0.5 14 172 2.4 15057 2.5 600 941
 Senior management (levels13–16)
 163 261 80.6 39 0 8 661 4.3 3053 1.5 202510
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 Salary bands Salaries Salaries as a percentage
 of personnel cost
 Over-time Overtime as a percentage of personnel
 cost
 HOA HOA as a percentage
 of personnel cost
 Medical aid
 Medical aid as a percentage of personnel
 cost
 Total personnel cost per salary
 band
 R'000 % R'000 % R'000 % R'000 % R'000Contract (levels1–2)
 49 024 100.0 12 0 0 0 0 0 48659
 Contract (levels3–5)
 21 328 95 1 240 5.5 0 0 0 0 22458
 Contract (levels6–8)
 37 620 98.7 417 1.1 14 0 31 0.1 38 098
 Contract (levels9–12)
 54176 96.4 334 0.6 545 1 98 0.2 56192
 Contract (levels13–16)
 42 660 94.4 0 0 775 1.7 129 0.3 45187
 Periodical remuneration
 10 386 91.9 0 0 0 0 0 0 11 299
 Abnormal appointment
 12 100.0 0 0 0 0 0 0 12
 Total 1 338 525 76.7 22 776 1.3 65 848 3.8 65 923 3.8 1 745 318
 4.3 EMPLOYMENT AND VACANCIES The tables in this section summarise the position with regard to employment and vacancies. The following tables summarise the number of posts on the establishment, the number of employees, the vacancy rate, and whether there areany staff that areadditional to theestablishment.This information is presented in termsof three key variables:programme, salary band and critical occupation.
 Table 4.5: Employment and vacancies by programme
 Programme Number of posts
 Number of posts filled
 Number of posts vacant
 Vacancy rate Number of posts filled additional to the establishment
 DPW Administration 1045 972 73 6.99 661DPW:IntergovernmentalCoordination 16 15 1 6.25 2DPW EPWP 278 223 55 19.78 20DPW Property and Construction Industry Policy and Research
 5487 4528 959 17.48 634
 DPW:PrestigePolicy 60 44 16 26.67 7Total 6 886 5 782 1 104 16.03 1 324
 Table 4.6: Employment and vacancies by salary band
 Salary bands Number of posts
 Number of posts filled
 Number of posts vacant
 Vacancy rate Number of posts filled
 additional to the establishment
 Lowerskilled(levels1–2),permanent 1 270 1 069 201 15.83 0Skilled(levels3–5),permanent 1 233 1 013 220 17.84 0Highlyskilledproduction(levels6–8),permanent 1551 1 223 328 21.15 0Highlyskilledsupervision(levels9-12),permanent 1 316 1 009 307 23.33 0Seniormanagement(levels13–16),permanent 192 144 48 25.00 0Other, permanent 0 0 0 0 0Contract(levels1–2),permanent 749 749 0 0.00 749Contract(levels3–5),permanent 202 202 0 0.00 202Contract(levels6–8),permanent 178 178 0 0.00 178Contract(levels9–12),permanent 160 160 0 0.00 160Contract(levels13–16),permanent 35 35 0 0.00 35Total 6 886 5 782 1 104 16.03 1 324
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 Table 4.7: Employment and vacancies by critical occupations
 Critical occupations Number of posts
 Number of posts filled
 Number of posts vacant
 Vacancy rate Number of posts filled additional
 to the establishment
 Architectstownandtrafficplanners 58 45 13 22.41 12Chemical and physical science technicians 14 11 3 21.43 1Civil engineering technicians 31 22 9 29.03 14Electrical and electronics engineering technicians 8 5 3 37.50 3Engineering sciences related 118 80 38 32.20 7Engineers and related professionals 197 169 28 14.21 48Mechanical engineering technicians 5 5 0 0.00 2Quantity surveyors and related professionals not classed elsewhere
 36 26 10 27.78 0
 4.4 JOB EVALUATION Within a nationally determined framework, executing authorities may evaluate or re-evaluate any job in their organisation. Intermsof theregulations,allvacanciesonsalary levels9andhighermustbeevaluatedbeforetheyarefilled.Thefollowing table summarises the number of jobs that were evaluated during the year under review. The table also provides statistics on the number of posts that were upgraded or downgraded.
 Table 4.8: Job evaluation by salary band
 Salary band Number of posts
 Number of posts
 evaluated
 Percentage of posts evaluated
 Number of posts
 upgraded
 Percentage of upgraded posts
 evaluated
 Number of posts
 downgraded
 Percentage of downgraded
 posts evaluatedContract(levels1–2) 749 0 0 0 0 0 0Contract(levels3–5) 202 0 0 0 0 0 0Contract(levels6–8) 178 0 0 0 0 0 0Contract(levels9–12) 160 0 0 0 0 0 0Contract(BandA) 19 0 0 0 0 0 0Contract(BandB) 7 0 0 0 0 0 0Contract(BandC) 8 0 0 0 0 0 0Contract(BandD) 1 0 0 0 0 0 0Skilled(levels3–5) 1 816 33 2.6 33 100 0 0Highly skilled production (levels6–8)
 1 233 2 0.1 1 50 0 0
 Highly skilled supervision(levels9–12)
 1551 13 1 4 30.8 0 0
 Senior Management Service Band A
 1 316 0 0 0 0 0 0
 Senior Management Service Band B
 131 0 0 0 0 0 0
 Senior Management Service Band C
 48 0 0 0 0 0 0
 Senior Management Service Band D
 10 0 0 0 0 0 0
 Total 6 886 48 0.7 38 79.2 0 0
 The following table provides a summary of the number of employees whose positions were upgraded due to their post being upgraded. The number of employees might differ from the number of posts upgraded since not all employees are automatically absorbed into the new posts and some of the posts upgraded could also be vacant.
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 Table 4.9: Profile of employees whose positions were upgraded due to their posts being upgraded
 Beneficiaries African Asian Coloured White Total
 Female 18 0 1 1 20
 Male 9 0 0 0 9
 Total 27 0 1 1 29Employees with a disability 0 0 0 0 0
 The following table summarises the number of cases where remuneration bands exceeded the grade determined by job evaluation. Reasons for the deviation are provided in each case.
 Table 4.10: Employees with salary levels higher than those determined by job evaluation by occupation
 Occupation Number of employees
 Job evaluation
 level
 Remuneration level
 Reason for deviation
 Number of employees in Department
 None 0 0 0 0 0
 None 0 0 0 0 0
 Total 0 0 0 0 0Percentage of total employment 0 0 0 0 0
 Thefollowingtablesummarisesthebeneficiariesoftheaboveintermsofrace,genderanddisability.
 Table 4.11: Profile of employees who have salary levels higher than those determined by job evaluation
 Beneficiaries African Asian Coloured White Total
 Female 0 0 0 0 0
 Male 0 0 0 0 0
 Total 0 0 0 0 0Employees with a disability 0 0 0 0 0
 4.5 EMPLOYMENT CHANGESThissectionprovidesinformationonchangesinemploymentoverthefinancialyear.Turnoverratesprovideanindicationof trends in theemploymentprofileof theDepartment.The following tablesprovideasummaryof turnover ratesbysalary band and critical occupations.
 Table 4.12: Annual turnover rates by salary band
 Salary band Employment at the beginning of
 the period (April 2016)
 Appointments Terminations Turnover rate as a percentage
 Lowerskilled(levels1–2) 1 710 380 601 2.98
 Skilled(levels3–5) 1 032 3 107 10.37
 Highlyskilledproduction(levels6–8) 1157 15 35 3.03
 Highlyskilledsupervision(levels9–12) 935 6 30 3.21
 Senior Management Service Band A 176 1 14 7.95
 Senior Management Service Band B 39 0 2 5.13
 Senior Management Service Band C 6 0 0 0
 Senior Management Service Band D 3 0 0 0
 Total 5 058 405 789 3.03
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 Table 4.13: Annual turnover rates by critical occupation
 Salary band Employment at the beginning of
 the period (April 2016)
 Appointments Terminations Turnover rate as a percentage
 Architectstownandtrafficplanners 42 3 6 14.29
 Chemical and physical science technicians 9 0 0 0.00
 Civil engineering technicians 17 2 1 5.88
 Electrical and electronics engineering technicians 6 1 1 16.67
 Engineering sciences related 83 4 7 8.43
 Engineers and related professionals 138 29 11 7.97
 Mechanical engineering technicians 4 0 0 0.00
 Quantity surveyors and related professionals not classed elsewhere
 29 0 2 6.90
 Notes: TheCOREclassification,asprescribedbytheDPSA,shouldbeusedforthecompletionofthistable.Thetablebelowidentifiesthemajorreasonswhystaff left the Department.
 Table 4.14: Reasons why staff left the Department
 Termination type Number Percentage of total resignations
 Percentage of total employment
 Death 26 3.01 0.45
 Resignation 208 24.07 3.60
 Expiry of contract 514 59.49 8.89
 Transfers 0 0 0
 Discharged due to ill health 8 0.93 0.14
 Dismissal-misconduct 8 0.93 0.14
 Retirement 100 11.57 1.73
 Total 864 100 14.94Terminations as a percentage of employment
 13.9
 Table 4.15: Promotions by critical occupation
 Occupation Employment at the beginning of
 the period (April 2016)
 Promotions to another salary level
 Salary level promotions as a percentage of
 employment
 Progressions to another notch within salary
 level
 Notch progressions as a percentage of
 employmentArchitectstownandtrafficplanners 42 1 2.38 18 42.86
 Chemical and physical science technicians
 9 0 0.00 6 66.67
 Civil engineering technicians 17 0 0.00 6 35.29
 Electrical and electronics engineering technicians
 6 0 0.00 3 50.00
 Engineering sciences related 83 0 0.00 51 61.45
 Engineers and related professionals 138 1 0.72 71 51.45
 Mechanical engineering technicians 4 0 0.00 3 75.00
 Quantity surveyors and related professionals not classed elsewhere
 29 0 0.00 19 65.52
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 Table 4.16: Promotions by salary band
 Salary band Employment at the beginning of
 the period (April 2016)
 Promotions to another salary level
 Salary level promotions as a percentage of
 employment
 Progressions to another notch within salary
 level
 Notch progressions as a percentage of
 employmentLowerskilled(levels1–2) 1 710 0 0 453 43.13Skilledlevels3–5) 1 032 7 0.68 767 74.32Highlyskilledproduction(levels6–8) 1157 26 2.25 1005 86.86Highlyskilledsupervision(levels9–12) 935 16 1.71 661 70.70Seniormanagement(levels13–16) 224 5 2.23 148 66.07Total 5 058 54 1.07 3 034 61.05
 4.6 EMPLOYMENT EQUITYTable 4.17: Total number of employees (including employees with disabilities) in each of the following
 occupational categories as at 31 March 2016
 Occupational categories Male Female Total
 African Coloured Indian White African Coloured Indian White
 Seniorofficialsandmanagers 74 2 4 12 40 3 4 7 146Professionals 255 27 22 255 249 8 1 24 668Technicians and associate professionals
 468 24 7 38 698 32 7 65 1 339
 Clerks 377 23 4 26 651 23 13 71 1 188Service shop and market sales worker
 102 5 0 3 60 1 0 0 171
 Craft and related trade workers 125 42 8 52 30 1 0 0 258Plant and machine operators and associated
 47 8 3 0 24 1 0 0 83
 Labourers and related workers 604 188 7 11 1 000 115 1 3 1 928Total 2 052 319 55 397 2 752 184 26 170 5 782Employees with disabilities 23 9 1 14 12 1 0 7 67
 Table 4.18: Total number of employees (including employees with disabilities) in each of the following occupational bands on 31 March 2016
 Occupational categories Male Female Total
 African Coloured Indian White African Coloured Indian White
 Top management, permanent 5 1 0 1 1 0 1 0 9
 Senior management, permanent 87 6 13 42 50 3 4 14 219
 Professionallyqualifiedandexperienced specialists and mid-management, permanent
 408 36 18 77 336 14 6 33 928
 Skilled technical and academicallyqualifiedworkers,junior management, supervisors, foremen, permanent
 359 60 5 55 597 31 9 110 1 226
 Semi-skilled and discretionary decision making, permanent
 430 172 6 15 333 63 1 1 1 021
 Unskilledanddefineddecisionmaking, permanent
 448 39 4 3 860 56 1 4 1415
 Contract(topmanagement),permanent
 4 0 1 0 1 0 1 1 9
 Contract(seniormanagement),permanent
 17 0 1 0 6 0 0 0 33
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 Occupational categories Male Female Total
 African Coloured Indian White African Coloured Indian White
 Contract (professionally qualified),permanent
 66 2 7 2 63 2 1 6 166
 Contract(skilledtechnical),permanent
 69 0 0 0 110 2 2 1 186
 Contract(semi-skilled),permanent 82 0 0 0 105 1 0 0 188
 Contract(unskilled),permanent 77 3 0 3 290 12 0 0 382
 Total 2 052 319 55 319 2 752 184 26 170 5 782
 Table 4.19: Recruitment
 Occupational categories Male Female Total
 African Coloured Indian White African Coloured Indian White
 Senior management 0 0 0 0 1 0 0 0 1
 Professionallyqualifiedandexperienced specialists and mid-management
 4 0 0 0 2 0 0 0 6
 Skilled technical and academically qualifiedworkers,juniormanagement, supervisors, foremen
 0 0 0 1 0 0 0 0 1
 Semi-skilled and discretionary decision making
 10 1 0 0 4 0 0 0 15
 Unskilledanddefineddecisionmaking
 2 0 0 0 1 0 0 0 3
 Contract(seniormanagement) 92 3 0 1 127 0 0 1 224
 Contract(professionallyqualified) 4 0 0 0 1 0 0 0 5
 Contract(skilledtechnical) 24 1 0 2 31 0 0 4 62
 Contract(semi-skilled) 5 0 0 0 6 0 0 0 11
 Contract(unskilled) 13 14 0 0 43 20 0 0 90
 Total 166 19 0 4 231 20 0 5 445
 Contract(unskilled),permanent 77 3 0 3 290 12 0 0 382
 Total 2 052 319 55 319 2 752 184 26 170 5 782
 Table 4.20: Promotion (includes promotion to salary level and progressions to another notch within the salary level)
 Occupational categories Male Female Total
 African Coloured Indian White African Coloured Indian White
 Senior management 51 5 12 37 31 3 2 12 153
 Professionallyqualifiedandexperienced specialists and mid-management
 286 24 14 53 254 12 4 30 677
 Skilled technical and academically qualifiedworkers,juniormanagement, supervisors, foremen
 292 48 3 48 507 29 10 94 1 031
 Semi-skilled and discretionary decision making
 293 115 3 10 289 62 1 1 774
 Unskilledanddefineddecisionmaking
 139 10 0 0 285 19 0 0 453
 Contract(seniormanagement) 3 0 0 7 1 0 0 0 11
 Contract(professionallyqualified) 7 0 1 0 1 1 0 0 10
 Contract(skilledtechnical) 2 0 0 0 19 2 0 0 23
 Contract(semi-skilled) 1 0 0 0 2 0 0 0 3
 Contract(unskilled) 1 0 0 0 2 0 0 0 3
 Total 1 075 202 33 155 1 391 128 17 137 3 138Employees with disability 16 7 0 15 9 2 0 6 55
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 Table 4.21: Terminations
 Occupational categories Male Female Total
 African Coloured Indian White African Coloured Indian White
 Senior management 6 0 0 6 3 1 0 0 16
 Professionallyqualifiedandexperienced specialists and mid-management
 9 2 1 9 8 0 0 1 30
 Skilled technical and academicallyqualifiedworkers,junior management, supervisors, foremen
 15 4 0 6 5 2 0 3 35
 Semi-skilled and discretionary decision making
 47 18 0 1 33 8 0 0 107
 Unskilledanddefineddecisionmaking,
 121 3 1 0 188 3 2 0 318
 Contract(seniormanagement) 0 0 1 1 1 0 0 0 3
 Contract(professionallyqualified) 5 0 0 4 6 0 0 0 15
 Contract(skilledtechnical) 11 0 2 3 3 0 1 0 20
 Contract (semi-skilled 10 0 1 0 15 0 0 0 26
 Contract(unskilled) 10 0 0 0 18 1 0 0 29
 Total 89 20 1 1 133 21 0 0 265Employees with disabilities 3 0 0 3 1 1 1 0 9
 Table 4.22: Disciplinary action
 Occupational categories Male Female Total
 African Coloured Indian White African Coloured Indian White
 Total 67 6 4 1 35 0 0 2 115
 Table 4.23: Skills development
 Occupational categories Male Female Total
 African Coloured Indian White African Coloured Indian White
 Legislators,seniorofficialsandmanagers
 44 1 1 2 37 1 0 4 90
 Professionals 170 4 10 43 160 1 5 14 407
 Technicians and associated professionals
 60 1 8 5 47 0 2 1 124
 Clerks 213 8 0 2 401 18 8 20 670
 Service and sales workers 84 0 0 1 58 0 0 0 143
 Skilledagricultureandfisheryworkers
 0 0 0 0 0 0 0 0 0
 Craft and related trades workers 83 5 4 0 24 0 0 0 116
 Plant and machine operators and assemblers
 28 3 0 0 21 0 0 0 52
 Elementary occupations 45 1 0 0 151 8 0 0 205
 Total 727 23 23 53 899 28 15 39 1 807Employees with disabilities 10 0 0 0 0 1 0 0 11
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 4.7 PERFORMANCE REWARDSTo encourage good performance, the Department granted the following performance rewards during the year under review. The information is presented in terms of race, gender, disability, salary bands and critical occupations.
 Table 4.24: Performance rewards by race, gender and disability
 Demographics Number of beneficiaries
 Total employment
 Percentage of total employment
 Cost (R'000)
 Average cost per beneficiary (R)
 African, female 1 368 2 740 49.93 8 897 6504.10African, male 1 081 2 029 53.28 7 839 7252.20Asian, female 15 26 57.69 140 9 346.62Asian, male 32 54 59.26 433 13539.33Coloured, female 119 183 65.03 688 5787.12Coloured, male 219 310 70.65 1275 5823.41Total blacks, female 1502 2 949 50.93 9 726 6475.68Total blacks, male 1 332 2 393 55.66 9548 7 168.33White, female 128 163 78.53 1465 11446.15White, male 143 210 68.10 1 992 13933.35Employees with a disability 45 67 67.16 355 7 890.74Total 3 150 5 782 54.48 23 087 7 329.32
 Table 4.25: Performance rewards by salary band for personnel below Senior Management Service (SMS)
 Salary band Number of beneficiaries
 Total employment
 Percentage of total employment
 Cost (R'000) Average cost per beneficiary (R)
 Lowerskilled(levels1–2) 684 1415 67.12 1 912 2 796.10Skilled(levels3–5) 867 1 021 84.92 3 220 3714.52Highlyskilledproduction(levels6–8) 894 1 226 72.92 6 921 7 742.10Highlyskilledsupervision(levels9–12) 600 928 64.66 8 789 14 649.40Contract(levels1–2) 0 382 0.00 0 0Contract(levels3–5) 3 188 1.60 17 5824.68Contract(levels6–8) 11 186 5.91 100 9119.52Contract(levels9–12) 10 166 6.02 185 18521.71Periodical remuneration Abnormal appointment Total 3 069 5 512 55.68 21 147 6 890.57
 Table 4.26: Performance rewards by critical occupation
 Critical occupations Number of beneficiaries
 Total employment
 Percentage of total employment
 Cost (R'000) Average cost per beneficiary (R'000)
 Architectstownandtrafficplanners 22 45 48.89 391.40 17 791.07Chemical and physical science technicians
 6 11 54.55 48.66 8110.45
 Civil engineering technicians 9 22 40.91 98.94 10993.54Engineering sciences related 60 80 75.00 985.48 16424.75Engineers and related professionals 77 169 45.56 1 293.11 16 793.69Mechanical engineering technicians 3 5 60.00 38.69 12896.56Quantity surveyors and related professions not classed elsewhere
 13 26 50.00 217.56 16735.38
 Notes:TheCOREclassification,asprescribedbytheDPSA,shouldbeusedforcompletionofthistable.
 Table 4.27: Performance-related rewards (cash bonus), by salary band for SMS
 SMS band Number of beneficiaries
 Total employment
 Percentage of total employment
 Cost (R) Average cost per beneficiary (R)
 Band A 80 205 39.02 1 917 000 23 962.47Band B 1 47 2.13 2 320 000 23 199.29Band C 0 14 0.00 0 0Band D 0 4 0.00 0 0Total 81 270 30.00 1 940 000 23 953.05
 TheSMSwaspaidperformancebonusesinthe2016/17cycleforthe2015/16cycle.
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 4.8 FOREIGN WORKERSThe tables below summarise the employment of foreign nationals in the Department in terms of salary band and major occupation.
 Table 4.28: Foreign workers by salary band
 Salary band1 April 2016 31 March 2017 Change
 Number Percentage of total
 Number Percentage of total
 Number Percentage of total
 Lowerskilled(levels1–2) 1 6.25 1 2.5 0 0Skilled(level3–5) 1 6.25 1 2.5 0 0Highly skilled supervision (levels9–12)
 8 50 31 77.50 23 57.50
 Senior management (levels13–16)
 6 37.50 7 17.5 1 2.5
 Contract(levels3–5) 0 0 0 0 0 0Contract(levels9–12) 0 0 0 0 0 0Contract(levels13–16) 0 0 0 0 0 0Total 16 100 40 100 24 100
 Table 4.29: Foreign workers by major occupation
 Major occupation1 April 2016 31 March 2017 Change
 Number Percentage of total
 Number Percentage of total
 Number Percentage of total
 Administrativeofficeworkers 2 12.50 2 5 0 0Elementary occupations 2 12.50 2 5 0 0Professionals and managers 12 75 36 75 24 60Total 16 40 100 40 100
 4.9 LEAVE UTILISATIONThePSCidentifiedtheneedforcarefulmonitoringofsickleavewithinthepublicservice.Thefollowingtablesprovideanindication of the use of sick leave and disability leave. In both cases, the estimated cost of the leave is also provided.
 Table 4.30: Sick leave
 Salary band Total days Percentage days with medical
 certification
 Number of employees
 using sick leave
 Percentage of total
 employees using sick
 leave
 Average days per employee
 Estimated cost (R'000)
 Number of days with medical
 certification
 Contract(levels1–2) 1785 47.96 415 9.33 4.3 520 657
 Contract(levels3–5) 547 38.94 120 2.7 4.56 324 213
 Contract(levels6–8) 721 35.09 147 3.31 4.9 836 253
 Contract(levels9–12) 439 29.65 92 2.07 4.77 1066 130
 Contract(levels13–16) 146 64.38 32 .72 4.56 572 94
 Lowerskilled(levels1–2) 7205 52.98 773 17.39 9.32 3514 3 817
 Skilled(levels3–5) 8 132 54.95 813 18.29 10 5135 4 468
 Highly skilled production (levels6–8)
 9 849 49.3 1 083 24.37 9.09 12 101 4856
 Highly skilled supervision (levels9–12)
 6 466 46.5 796 17.91 8.12 15746 3 007
 Senior management (levels13–16)
 1165 38.03 173 3.89 6.73 4 342 443
 Total 36 454 49.21 4 444 100 8.2 44 155 17 938
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 Table 4.31: Disability leave (temporary and permanent)
 Salary band Total days Percentage days with medical
 certification
 Number of employees
 using disability leave
 Percentage of total
 employees using
 disability leave
 Average days per employee
 Estimated cost (R'000)
 Total number of employees
 Contract(levels1–2) 98 100 1 1.96 98 41 98
 Contract(levels9–12) 29 100 3 5.88 9.67 57 29
 Lowerskilled(levels1–2) 373 100 8 15.69 46.63 175 373
 Skilled(levels3–5) 1 224 100 17 33.33 72 780 1 224
 Highly skilled production (levels6–8)
 196 97.45 9 17.65 21.78 224 191
 Highly skilled supervision (levels9–12)
 492 100 13 25.49 37.85 1 204 492
 Total 2 412 99.79 51 100 47.29 2 481 2 407
 The table below summarises the utilisation of annual leave. The wage agreement concluded with trade unions in the PublicServiceCoordinatingBargainingCouncil(PSCBC)in2000requiresmanagementofannualleavetopreventhighlevels of accrued leave being paid at the time of termination of service.
 Table 4.32: Annual leave
 Salary band Total days taken Average days per employee
 Number of employees who took leave
 Contract(levels1–2) 10544 10.77 979
 Contract(levels3–5) 2 361 11.57 204
 Contract(levels6–8) 2575 12.44 207
 Contract(levels9–12) 1756 11.18 157
 Contract(levels13–16) 755 11.62 65
 Lowerskilled(levels1–2) 19985 18.42 1085
 Skilled(levels3–5) 25612 22.02 1 163
 Highlyskilledproduction(levels6–8) 28528 22.13 1 289
 Highlyskilledsupervision(levels9–12) 22385 22.41 999
 Seniormanagement(levels13–16) 5711 22.4 255
 Total 120 212 18.77 6 403
 Table 4.33: Capped leave
 Salary band Total days of capped leave taken
 Average number of days taken per
 employee
 Average capped leave per employee as at 31 December
 2016
 Number of employees who
 took capped leave
 Lowerskilled(levels1–2) 0 0 36 0
 Skilled(levels3–5) 190 6.79 58 28
 Highlyskilledproduction(levels6–8) 202 13.48 37 15
 Highlyskilledsupervision(levels9–12) 81 7.36 53 11
 Seniormanagement(levels13–16) 7 1.75 49 4
 Total 480 8 51 58
 The following table summarises payments made to employees as a result of leave that was not taken.

Page 115
                        

Department of Public Works • Annual Report 2016/17113
 Table 4.34: Leave pay-outs
 Reason Total amount (R'000) Number of employees Average payment per Employee (R)
 Capped leave pay-outs on termination of service for 2016/17 10 823 250 43 290
 Current leave pay-outs on termination of service for 2016/17 1509 79 19 097
 Total 12 331 329 37 481
 4.10 HIV/AIDS AND HEALTH PROMOTION PROGRAMMES
 Table 4.35: Steps taken to reduce the risk of occupational exposure
 Units/categories of employees identified to be at high risk of contracting HIV and related diseases (if any) Key steps taken to reduce the risk
 Workers in the construction industry are relatively at risk. Migratory labour force and labour camps commonly employed by the industry contribute to the spread of HIV and sexually transmitted infections (STI)intheindustryandthecommunitiesinwhichitdoesbusiness.
 As custodian and main player in the construction sector, the national DPW developed an HIV/AIDS strategy for the construction sector to protect and support the industry’s workforce.
 Table 4.36: Details of health promotion and HIV/AIDS programmes (tick the applicable boxes and provide the required information)
 Question Yes No Details, if yes
 1. Has the Department designated a member of the SMS to implement the provisions contained in Part VI E of Chapter 1 of the Public Service Regulations, 2001? If so, provide her/his name and position.
 Yes Mr RM Mahlatjie: Director: OrganisationalDevelopment
 2. Does the Department have a dedicated unit or have you designated specific staffmembers to promote the health andwellbeing of youremployees? If so, indicate the number of employees who are involved in this task and the annual budget that is available for this purpose.
 Yes
 Health and Wellness (HIV Advocacy and Environmental Health and Wellness. Fifteen staff members.(Budget=R650000perannum,excludingcompensationofemployeesbudget)
 3. Has the Department introduced an employee assistance or health promotion programme for your employees? If so, indicate the key elements/services of the programme.
 Yes Responsive programmes addressing psycho-social health and wellness issues are in place.
 4. HastheDepartmentestablished(a)committee(s)ascontemplatedinPartVIE.5(e)ofChapter1ofthePublicServiceRegulations,2001?If so, please provide the names of the members of the committee and thestakeholder(s)thattheyrepresent.
 Yes
 A department-wide committee has been established and is constituted of HR representatives from 11 regionaloffices.
 5. Has the Department reviewed the employment policies and practices of your department to ensure that these do not unfairly discriminate against employees on the basis of their HIV status? If so, list the employment policies/practices so reviewed.
 Yes
 The departmental HIV and AIDS policy are articulate on issues of human rights and fair labour practices.
 6. Has the Department introduced measures to protect HIV-positive employees or those perceived to be HIV-positive from discrimination? If so, list the key elements of these measures.
 Yes A stigma mitigation programme is in place. Key elements include knowledge, attitudes and practices, surveys, dialogues and peer education.
 7. Does the Department encourage its employees to undergo voluntary counselling and resting? If so, list the results that you have achieved.
 Yes
 The Department collaborates with GovernmentEmployeesMedicalScheme (GEMS)andNGOs inproviding on-site opportunities for health screening, HIV counseling and testing, and TB screening is done, as well as screening for glucose, cholesterol andbloodpressure.Atotalof1559HIVcounsellingand testing sessions have taken place.
 8. Has the Department developed measures/indicators to monitor and evaluate the impact of your health promotion programme? If so, list these measures/indicators.
 Yes
 Utilisationrateofhealthandwellnessservice:• Number of employees attending wellness
 events. • Number of wellness events, workshops and
 training conducted. • Sickleaveutilisation(reduction).• Number of employees living openly with HIV
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 4.11 LABOUR RELATIONSTable 4.37: Collective agreements
 Subject matter Date
 None
 The following table summarises the outcome of disciplinary hearings conducted within the department for the year under review.
 Table 4.38: Misconduct and disciplinary hearings finalised
 Outcomes of disciplinary hearings Number Percentage of total
 Total
 Dismissals 6 5 6
 Suspension 7 6 7
 Demotion 1 0.86 1
 Final written warnings 29 25 29
 Written warnings 57 50 57
 Verbal written warning 13 11 13
 Not guilty 1 0.86 1
 Withdrawals 1 0.86 1
 Total 115 100 115
 Table 4.39: Types of misconduct addressed at disciplinary hearings
 Type of misconduct Number Percentage of total
 Total
 Bribes or cases of fraud, corruption and nepotism 3 2.6 3
 Theft 1 0.86 1
 Absent from work without reason or permission 18 16 18
 Non-compliance with the procurement procedures and Treasury Regulations 15 13 15
 Displayed disrespectful, disgraceful and unacceptable behaviour 2 2 2
 Assault or attempted assault 2 2 2
 Misuse, abuse or unauthorised use of state property 8 7 8
 Negligence or dereliction of duties 51 44 51
 Failure to carry out lawful instructions or insubordination 6 5 6
 Beinginpossessionofdrugs,drinkingondutyorundertheinfluenceofanintoxicating substance
 3 2.63
 Givingafalsestatementorthemisrepresentationoffacts 3 2.6 3
 Contravention of any code of conduct for the public service 3 2.6 3
 Total 115 100 115
 Table 4.40: Grievances logged
 Number of grievances addressed Number Percentage of total Total
 Not resolved 0 0 0
 Resolved 88 100 88
 Total 88 100 88
 Table 4.41: Disputes logged
 Number of disputes addressed Number Percentage of total
 Upheld 2 12
 Dismissed 11 84
 Total 13 100
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 Table 4.42: Strike actions
 Number of disputes addressed
 Total number of person working days lost 0
 Totalcost(R)ofworkingdayslost 0
 Amount(R)recoveredasaresultofnowork,nopay 0
 Table 4.43: Precautionary suspensions
 Precautionary suspensions
 Number of people suspended 1
 Number of people whose suspension exceeded 30 days 1
 Average number of days suspended 90 days
 Cost (R) of suspensions R68 130.98
 4.12 SKILLS DEVELOPMENTThis section highlights the efforts of the Department with regard to skills development.
 Table 4.44: Training needs identified
 Occupational categories Gender Employment Skills programmes
 and other short courses
 Other forms of training
 Total
 Legislators,seniorofficialsandmanagers Female 90 129 60 189
 Legislators,seniorofficialsandmanagers Male 89 142 40 182
 Professionals Female 273 209 103 312
 Professionals Male 380 202 80 282
 Technicians and associate professionals Female 787 161 110 271
 Technicians and associate professional Male 530 118 50 168
 Clerks Female 780 163 108 271
 Clerks Male 428 100 60 160
 Service and sales workers Female 61 17 8 25
 Service and sales workers Male 110 39 20 59
 Labourers and related workers Female 1 107 0 0 0
 Labourers and related workers Male 808 0 0 0
 Craft and related trades workers Female 31 4 4 8
 Craft and related trades workers Male 227 5 2 7
 Plant and machine operators and assemblers Female 24 5 0 5
 Plant and machine operators and assemblers Male 57 9 4 13
 Elementary occupations Female 0 76 50 126
 Elementary occupations Male 0 111 80 191
 Gendersubtotals Female 3153 7035 5035 1 207
 Gendersubtotals Male 2 629 711 351 1 062
 Total 5 782 1 777 1 427 2 080
 Table 4.45: Training provided for the period
 Occupational categories Gender Employment
 Skills programmes
 and other short courses
 Other forms of training Total
 Legislators,seniorofficialsandmanagers Female 90 12 30 42
 Legislators,seniorofficialsandmanagers Male 89 17 31 48
 Professionals Female 273 101 79 180
 Professionals Male 380 117 110 227
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 Occupational categories Gender Employment
 Skills programmes
 and other short courses
 Other forms of training Total
 Technicians and associate professionals Female 787 37 13 50
 Technicians and associate professional Male 530 63 11 74
 Clerks Female 780 349 98 447
 Clerks Male 428 184 39 223
 Service and sales workers Female 61 54 4 58
 Service and sales workers Male 110 79 6 85
 Skilledagricultureandfisheryworkers Female 1 107 0 0 0
 Skilledagricultureandfisheryworkers Male 808 0 0 0
 Craft and related trades workers Female 31 20 4 24
 Craft and related trades workers Male 227 74 18 92
 Plant and machine operators and assemblers Female 24 19 2 21
 Plant and machine operators and assemblers Male 57 29 2 31
 Elementary occupations Female 0 104 55 159
 Elementary occupations Male 0 25 21 46
 Gendersubtotals Female 3153 696 251 947
 Gendersubtotals Male 2 629 588 272 860
 Total 5 782 1 284 523 1 807
 Table 4.46: Skills development (human capital investment)
 Programme Area of development Female Male Total
 YoungProfessionalsProgramme
 Builtenvironment:engineering,townplanning,urban design, property valuations, quantity surveying, construction project management, architectural, landscape architectural
 32 22 54
 Management trainees Propertymanagement(realestate) 20 23 43
 Artisan traineesFacilities management (carpentry, building, electrical,plumbing)
 63 49 112
 InternshipsBuilt environment, inclusive of water graduatesandsupport(SCM,finance,administration)
 457 233 690
 Technical learnershipsFacilities management (plumbing, solar geyser installation,electrical)
 344 299 643
 Bursary holdersSame as for built environment, property management (including actuarial science and facilitiesmanagement)
 95 109 204
 Schools programmesMathematics and physical science advancement
 75 88 163
 Total 1 086 823 1 909
 4.13 INJURY ON DUTYThe following tables provide basic information on injury on duty.
 Table 4.47: Injury on duty
 Nature of injury on duty Number Percentage of total
 Required basic medical attention only 34 82.9
 Temporary total disablement 6 14.6
 Permanent disablement 1 2.4
 Fatal 0 0
 Total 41
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 FINANCIAL INFORMATION
 CHAPTER 5
 PartA:TheDepartmentofPublicWorks(mainvote)PartB:ThePropertyManagementTradingEntity
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 REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON VOTE NO. 11: DEPARTMENT OF PUBLIC WORKS
 Report on the audit of the financial statements
 Opinion 1. I haveaudited thefinancial statementsof theDepartmentofPublicWorkssetoutonpages124 to200,which
 comprise the Appropriation Statement, the Statement of Financial Position as at 31 March 2017, and the Statement of Financial Performance, Statement of Changes in Net Assets, and Cash Flow Statement for the year then ended, aswellastheNotestotheFinancialStatements,includingasummaryofsignificantaccountingpolicies.
 2. Inmyopinion,thefinancialstatementspresentfairly,inallmaterialrespects,thefinancialpositionoftheDepartmentofPublicWorksasat31March2017,and its financial performanceandcashflows for theyear thenended inaccordancewiththeModifiedCashStandard(MCS)prescribedbyNationalTreasuryandtherequirementsofthePublicFinanceManagementActofSouthAfrica,1999(ActNo.1of1999)(PFMA)andtheDivisionofRevenueActofSouthAfrica,2016(ActNo.3of2016)(DoRA).
 Basis for opinion
 3. IconductedmyauditinaccordancewiththeInternationalStandardsonAuditing(ISAs).MyresponsibilitiesunderthosestandardsarefurtherdescribedintheAuditor-General’sresponsibilitiesfortheauditofthefinancialstatementssection of my report.
 4. I am independent of the national department in accordance with the International Ethics Standards Board for Accountants’CodeofEthicsforprofessionalaccountants(IESBACode),togetherwiththeethicalrequirementsthatarerelevanttomyaudit inSouthAfrica.Ihavefulfilledmyotherethicalresponsibilitiesinaccordancewiththeserequirements and the IESBA Code.
 5. IbelievethattheauditevidenceIhaveobtainedissufficientandappropriatetoprovideabasisformyopinion
 Emphasis of matter 6. Idrawattentiontothematterbelow.Myopinionisnotmodifiedinrespectofthismatter.
 Material losses/impairments – trade debtors
 7. As disclosed in note 12.6 to the financial statements, the Department incurred material impairments of R57817000asaresultofprovisionforirrecoverablereceivables.
 Other matters
 8. Idrawattentiontothemattersbelow.Myopinionisnotmodifiedinrespectofthesematters.
 Unaudited supplementary schedules
 9. Thesupplementary informationsetoutonpages201 to224doesnot formpartof thefinancialstatementsandis presented as additional information. I have not audited these schedules and, accordingly, I do not express an opinion thereon.
 Predetermined objectives
 10. Forthecurrentfinancialyear,theDepartment‘sAnnualPerformancePlanfor2016–17 did not include the Medium-termStrategicFramework(MTSF)indicatorfor“numberofworkopportunitiescreated”,whichisanintegralpartoftheDepartment’smandateunderProgramme3:ExpandedPublicWorksProgramme.
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 Responsibilities of the Accounting Officer for the financial statements
 11. The Accounting Officer is responsible for the preparation and fair presentation of the financial statements inaccordance with the MCS as prescribed by National Treasury and the requirements of the PFMA and DoRA, and forsuchinternalcontrolastheAccountingOfficerdeterminesisnecessarytoenablethepreparationoffinancialstatements that are free from material misstatement, whether due to fraud or error.
 12. In preparing the financial statements, theAccounting Officer is responsible for assessing the DPW’s ability tocontinue as a going concern, disclosing, as applicable, matters relating to a going concern and using the going-concern basis of accounting, unless there is an intention either to liquidate the national department or to cease operations, or there is no realistic alternative but to do so.
 The Auditor-General’s responsibilities for the audit of the financial statements
 13. Myobjectivesare toobtain reasonableassuranceaboutwhether thefinancial statements,asawhole,are freefrom material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with the ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error andareconsideredmaterialif,individuallyorintheaggregate,theycouldreasonablybeexpectedtoinfluencetheeconomicdecisionsofuserstakenonthebasisofthesefinancialstatements.
 14. Afurtherdescriptionofmyresponsibilitiesfortheauditofthefinancialstatementsisincludedintheannexuretotheauditor’s report.
 Report on the audit of the annual performance report
 Introduction and scope
 15. InaccordancewiththePublicAuditActofSouthAfrica,2004(ActNo.25of2004)(PAA)andthegeneralnoticeissuedintermsthereof,Ihavearesponsibilitytoreportmaterialfindingsonthereportedperformanceinformationagainst predetermined objectives for selected programmes presented in the annual performance report. I performed procedurestoidentifyfindings,butnottogatherevidencetoexpressassurance.
 16. My procedures address the reported performance information, which must be based on the approved performance planning documents of the national department. I have not evaluated the completeness and appropriateness of the performance indicators included in the planning documents. My procedures also did not extend to any disclosures or assertions relating to planned performance strategies and information in respect of future periods that may be includedaspartofthereportedperformanceinformation.Accordingly,myfindingsdonotextendtothesematters.
 17. I evaluated the usefulness and reliability of the reported performance information in accordance with the criteria developed fromtheperformancemanagementandreportingframework,asdefinedinthegeneralnotice,forthefollowingselectedprogrammespresentedintheannualperformancereportoftheDepartmentfortheyearended31March2017:
 Programmes Pages in the annual performance reportProgramme 3 – Expanded Public Works Programme 56Programme 4 – Property and Construction Industry Policy and Research 57Programme5–PrestigePolicy 58
 18. I performed procedures to determine whether the reported performance information was properly presented and whether performance was consistent with the approved performance planning documents. I performed further procedures to determine whether the indicators and related targets were measurable and relevant, and assessed the reliability of the reported performance information to determine whether it was valid, accurate and complete.
 19. Thematerialfindingsinrespectoftheusefulnessandreliabilityoftheselectedprogrammesareasfollows:
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 Programme 3 – Expanded Public Works Programme
 Indicator 4 – Number of public bodies provided with technical support
 20. The reported achievement for the target on technical support provided to public bodies was misstated as the evidence provided indicated 190 cases of technical support provided to public bodies and not 297 cases of technical support provided to public bodies as reported
 Programme 4 – Property and Construction Industry Policy and Research
 21. Ididnotidentifyanymaterialfindingsontheusefulnessandreliabilityofthereportedperformanceinformation.
 Programme 5 – Prestige Policy
 Indicator 2 – Number of working days taken to resolve mechanical breakdowns after logging of complaint
 22. Iwasunabletoobtainsufficientappropriateauditevidenceforthereportedachievementofthetargetnumberofworking days taken to resolve mechanical breakdowns after the logging of a complaint, as evidence provided did not agree with the recorded achievements. This was due to limitations placed on the scope of my work. I was unable toconfirmthereportedachievementbyalternativemeans.Consequently,Iwasunabletodeterminewhetheranyadjustments were required to the reported achievement of 7 736 mechanical breakdowns.
 Indicator 3 – Number of working days taken to resolve emergency breakdowns after logging of complaint
 23. Iwas unable to obtain sufficient appropriate audit evidence for the reported achievement of the target numberof working days taken to resolve emergency breakdowns after the logging of a complaint. This was due to limitationsplacedonthescopeofmywork.Iwasunabletoconfirmthereportedachievementbyalternativemeans.Consequently, I was unable to determine whether any adjustments were required to the reported achievement of 6 372 emergency breakdowns.
 Other matters
 24. I draw attention to the matters below.
 Achievement of planned targets
 25. RefertotheAnnualPerformanceReportonpage(s)46to48and49to58forinformationontheachievementofplannedtargetsfortheyearandexplanationsprovidedfortheunder/overachievementofasignificantnumberoftargets.Thisinformationshouldbeconsideredinthecontextofthematerialfindingsontheusefulnessandreliabilityof the reported performance information in paragraphs 20, 22 and 23 of this report.
 Adjustments of material misstatements on the annual performance report
 26. I identified material misstatements in the annual performance report submitted for auditing. These materialmisstatements were on the reported performance information of Programme 4 – Property and Construction Industry Policy and Research. As management subsequently corrected the misstatements, I did not raise any material findingsontheusefulnessandreliabilityofthereportedperformanceinformation.
 REPORT ON AUDIT OF COMPLIANCE WITH LEGISLATION
 27. In accordance with the PAA and the general notice issued in terms thereof, I have a responsibility to report material findingson thecomplianceof theDepartmentwithspecificmatters inkey legislation. Iperformedprocedures toidentifyfindings,butnottogatherevidencetoexpressassurance.
 28. Ididnotidentifyanyinstancesofmaterialnon-compliancewithspecificmattersinkeylegislationassetoutinthegeneral notice issued in terms of the PAA.
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 OTHER INFORMATION
 29. TheDepartmentandAccountingOfficerisresponsiblefortheotherinformation.Theotherinformationcomprisestheinformation included in the annual report, which includes the Audit Committee’s report. The other information does notincludethefinancialstatements,theauditor’sreportthereonandthoseselectedprogrammespresentedintheannualperformancereportthathavebeenspecificallyreportedonintheauditor’sreport.
 30. Myopiniononthefinancialstatementsandfindingsonthereportedperformanceinformationdoesnotcovertheother information and I do not express an audit opinion or any form of assurance conclusion thereon.
 31. In connection with my audit, my responsibility is to read the other information and, in doing so, consider whether the otherinformationismateriallyinconsistentwiththefinancialstatementsandtheselectedprogrammespresentedin the annual performance report, or my knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work I have performed, I conclude that there is a material misstatement of this other information, I am required to report that fact. I have nothing to report in this regard.
 INTERNAL CONTROL DEFICIENCIES 32. Iconsideredinternalcontrolrelevanttomyauditofthefinancialstatements,reportedperformanceinformationand
 compliance with applicable legislation. However, my objective was not to express any form of assurance thereon. Themattersreportedbelowarelimitedtothesignificantinternalcontroldeficienciesthatresultedinthefindingsonthe annual performance report included in this report.
 Leadership
 Inadequatemonitoringofactionplantoaddressprior-yearfindingsresultinginsimilarfindingsinthecurrentyear.
 Performance management
 Regular, accurate and complete performance reports were not always supported and evidenced by reliable information.
 OTHER REPORTS
 33. I draw attention to the following engagements conducted by various parties that had, or I draw attention to the followingengagementsthatcouldpotentiallyimpactontheDepartment’sfinancial,performanceandcompliance-relatedmatters.Myopinionisnotmodifiedinrespectoftheengagementsthatareeitherinprogressorhavebeencompleted.
 Investigations
 34. Numerous allegations, mainly relating to transgressions with regard to supply chain management, potential fraud andfinancialmisconduct,arestillbeinginvestigatedonanongoingbasisbytheSpecialInvestigatingUnitandtheGovernance,RiskandComplianceUnitoftheDepartment.
 ________________________
 Auditor-General
 PretoriaDate:31July2017
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 ANNEXURE – AUDITOR-GENERAL’S RESPONSIBILITY FOR THE AUDIT
 1. As part of an audit in accordance with the ISAs, I exercise professional judgement and maintain professional scepticismthroughoutmyauditofthefinancialstatements,andtheproceduresperformedonreportedperformanceinformation for selected programmes and on the national department’s compliance with respect to the selected subject matters.
 Financial statements
 2. Inadditiontomyresponsibilityfortheauditofthefinancialstatementsasdescribedintheauditor’sreport,Ialso:• identifyandassesstherisksofmaterialmisstatementofthefinancialstatementswhetherduetofraudorerror,
 designandperformauditproceduresresponsivetothoserisks,andobtainauditevidencethatissufficientandappropriate to provide a basis for my opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
 • obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the national department’s internal control.
 • evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates andrelateddisclosuresmadebytheaccountingofficer.
 • concludeontheappropriatenessoftheaccountingofficer‘suseofthegoingconcernbasisofaccountinginthepreparationofthefinancialstatements.Ialsoconclude,basedontheauditevidenceobtained,whetheramaterialuncertaintyexistsrelatedtoeventsorconditionsthatmaycastsignificantdoubtontheDepartmentof Public Works ability to continue as a going concern. If I conclude that a material uncertainty exists, I am requiredtodrawattentioninmyauditor’sreporttotherelateddisclosuresinthefinancialstatementsaboutthematerialuncertaintyor,ifsuchdisclosuresareinadequate,tomodifytheopiniononthefinancialstatements.My conclusions are based on the information available to me at the date of the auditor’s report. However, future events or conditions may cause a national department to cease to continue as a going concern.
 • evaluatetheoverallpresentation,structureandcontentofthefinancialstatements,includingthedisclosures,and whether the financial statements represent the underlying transactions and events in amanner thatachieves fair presentation.
 Communication with those charged with governance
 3. Icommunicatewiththeaccountingofficerregarding,amongothermatters,theplannedscopeandtimingoftheauditandsignificantauditfindings,includinganysignificantdeficienciesininternalcontrolthatIidentifyduringmyaudit.
 4. IalsoconfirmtotheaccountingofficerthatIhavecompliedwithrelevantethicalrequirementsregardingindependence,and communicate all relationships and other matters that may reasonably be thought to have a bearing on my independence and here applicable, related safeguards.
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 and
 supp
 ort/
 outs
 ourc
 ed
 serv
 ices
 110
 072
 (5222)
 –104850
 90
 920
 13
 930
 86.7%
 99 7
 7998
 892
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 App
 ropr
 iatio
 n pe
 r eco
 nom
 ic c
 lass
 ifica
 tion
 2016
 /17
 2015
 /16
 Adj
 uste
 d ap
 prop
 riatio
 nSh
 iftin
 g of
 fund
 sVi
 rem
 ent
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 Varia
 nce
 Expe
 nditu
 re
 as %
 of fi
 nal
 appr
 opria
 tion
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 %R
 '000
 R'0
 00
 Ent
 erta
 inm
 ent
 449
 (77)
 – 3
 72
 160
 2
 12
 43.0%
 213
 177
 Flee
 t ser
 vice
 s (in
 clud
 ing
 gove
 rnm
 ent
 motortransport)
 2 2
 77
 518
 –2795
 2 1
 34
 661
 76.3%
 1 91
 41
 914
 Con
 sum
 able
 sup
 plie
 s7515
 (1154)
 – 6
 361
 5649
 712
 88.8%
 2 07
 32
 071
 Consumable:S
 tationery,printingand
 officesupplies
 6504
 1059
 (143)
 7 4
 20
 6 0
 80
 1 3
 40
 81.9%
 6 83
 45482
 Ope
 ratin
 g le
 ases
 21507
 1 4
 07
 – 2
 2 91
 4 20520
 2 3
 94
 89.6%
 3 94
 73
 920
 Pro
 perty
 pay
 men
 ts35974
 2385
 –38359
 27485
 10
 874
 71.7%
 1 39
 01
 390
 Trav
 el a
 nd s
 ubsi
 sten
 ce40751
 1 0
 42
 – 4
 1 79
 3 3
 8 80
 9 2
 984
 92.9%
 45640
 43543
 Trai
 ning
 and
 dev
 elop
 men
 t 1
 4 47
 7 (4443)
 – 1
 0 03
 4 6
 168
 3
 866
 61.5%
 5083
 5083
 Ope
 ratin
 g pa
 ymen
 ts5205
 2015
 – 7
 220
 5842
 1 3
 78
 80.9%
 5623
 5295
 Venu
 es a
 nd fa
 cilit
 ies
 5471
 386
 –
 5857
 5117
 740
 87.3%
 3135
 3035
 Ren
 tal a
 nd h
 iring
 1 2
 92
 186
 (339)
 1 1
 39
 1 1
 39
 –100.0%
 245
 245
 Inte
 rest
 and
 rent
 on
 land
 ––
 ––
 ––
 –1573
 1573
 Inte
 rest
 (Inc
 l. in
 tere
 st o
 n un
 itary
 paym
 ents)
 ––
 ––
 ––
 –1573
 1573
 Tran
 sfer
 s an
 d su
 bsid
 ies
 5 5
 70 2
 08
 1 56
 5–
 5 5
 71 7
 72
 5 5
 71 2
 49
 523
 10
 0.0%
 5 41
 2 40
 75
 411
 314
 Pro
 vinc
 es a
 nd m
 unic
 ipal
 ities
 1425668
 ––
 1425668
 1425666
 2
 100.0%
 1 14
 0 00
 11
 139
 399
 Pro
 vinc
 es 7
 61 6
 71
 ––
 761
 671
 7
 61 6
 71
 –100.0%
 552310
 551710
 Pro
 vinc
 ial R
 even
 ue F
 unds
 761
 671
 –
 – 7
 61 6
 71
 761
 671
 –
 100.0%
 552310
 551710
 Mun
 icip
 aliti
 es 6
 63 9
 97
 ––
 663
 997
 663995
 2
 100.0%
 587691
 587689
 Mun
 icip
 al b
 ank
 acco
 unts
 663
 997
 –
 – 6
 63 9
 97
 663995
 2
 100.0%
 587691
 587689
 Dep
 artm
 enta
 l age
 ncie
 s an
 d ac
 coun
 ts3507375
 ––
 3507375
 3507343
 32
 100.0%
 3653519
 3653519
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 App
 ropr
 iatio
 n pe
 r eco
 nom
 ic c
 lass
 ifica
 tion
 2016
 /17
 2015
 /16
 Adj
 uste
 d ap
 prop
 riatio
 nSh
 iftin
 g of
 fund
 sVi
 rem
 ent
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 Varia
 nce
 Expe
 nditu
 re
 as %
 of fi
 nal
 appr
 opria
 tion
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 %R
 '000
 R'0
 00
 Dep
 artm
 enta
 l age
 ncie
 s
 (non-businessaccounts)
 3507375
 ––
 3507375
 3507343
 32
 100.0%
 3653519
 3653519
 Fore
 ign
 gove
 rnm
 ents
 and
 inte
 rnat
 iona
 l or
 gani
 satio
 ns
 28
 234
 ––
 28
 234
 28
 234
 –100.0%
 23 2
 7323
 363
 Pub
 lic e
 nter
 pris
 es–
 ––
 ––
 ––
 50000
 50000
 Oth
 er tr
 ansf
 ers
 to p
 ublic
 ent
 erpr
 ises
 ––
 ––
 ––
 –50000
 50000
 Non-profitinstitutions
 600
 427
 –
 – 6
 00 4
 27
 600
 427
 –
 100.0%
 535147
 535147
 Hou
 seho
 lds
 8504
 1564
 – 1
 0 06
 8 9579
 489
 95.1%
 10 4
 679
 886
 Socialbenefits
 3504
 (1087)
 – 2
 417
 1
 928
 4
 89
 79.8%
 1 37
 6795
 Oth
 er tr
 ansf
 ers
 to h
 ouse
 hold
 s5000
 2651
 –7651
 7651
 –100.0%
 9 09
 19
 091
 Paym
 ents
 for c
 apita
 l ass
 ets
 37
 508
 ––
 37
 508
 25
 779
 11
 729
 68.7
 %28
 060
 23 5
 37
 Mac
 hine
 ry a
 nd e
 quip
 men
 t37508
 (6057)
 –31451
 19
 722
 11
 729
 62.7%
 27 7
 0323
 180
 Tran
 spor
 t equ
 ipm
 ent
 ––
 ––
 ––
 –94
 994
 9
 Oth
 er m
 achi
 nery
 and
 equ
 ipm
 ent
 37508
 (6057)
 –31451
 19
 722
 11
 729
 62.7%
 26754
 22 2
 31
 Sof
 twar
 e an
 d ot
 her i
 ntan
 gibl
 e as
 sets
 –6057
 –6057
 6057
 –100.0%
 357
 357
 Paym
 ents
 for fi
 nanc
 ial a
 sset
 s–
 1 3
 76
 23
 1 3
 99
 1 3
 99
 –10
 0.0%
 44 4
 0344
 403
 Tota
 l 6
 512
 799
 –
 – 6
 512
 799
 6
 403
 346
 1
 09 4
 53
 98.3
 %6
 312
 222
 6 28
 1 14
 7
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 PRO
 GR
 AM
 ME
 1: A
 dmin
 istr
 atio
 n
 2016
 /17
 2015
 /16
 Adj
 uste
 d ap
 prop
 riatio
 nSh
 iftin
 g of
 fund
 sVi
 rem
 ent
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 Varia
 nce
 Expe
 nditu
 re
 as %
 of fi
 nal
 appr
 opria
 tion
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 %R
 '000
 R'0
 00
 Sub-
 prog
 ram
 me
 Min
 istry
 3155
 168
 –
 31
 323
 25519
 5804
 81.5%
 25265
 25265
 Man
 agem
 ent
 90
 472
 2 8
 92
 – 9
 3 36
 4 9
 0 63
 3 2
 731
 97.1%
 114
 739
 114
 739
 Cor
 pora
 te S
 ervi
 ces
 275715
 1435
 –277150
 251899
 25251
 90.9%
 272
 060
 271
 694
 Fina
 nce
 and
 Sup
 ply
 Cha
 in
 Man
 agem
 ent
 69
 264
 (4495)
 – 6
 4 76
 9 45490
 19
 279
 70.2%
 68 2
 7067452
 OfficeAccom
 odation
 49
 400
 ––
 49
 400
 36
 903
 12
 497
 74.7%
 ––
 Tota
 l for
 sub
 -pro
 gram
 mes
 516
 006
 –
 – 5
 16 0
 06
 450
 444
 6
 5 56
 2 87
 .3%
 480
 334
 479
 150
 Econ
 omic
 cla
 ssifi
 catio
 n
 Cur
 rent
 pay
 men
 ts 4
 86 0
 29
 (1 5
 63)
 – 4
 84 4
 66
 425
 719
 5
 8 74
 7 87
 .9%
 427
 417
 427
 417
 Com
 pens
 atio
 n of
 em
 ploy
 ees
 254247
 (457)
 –253790
 240
 436
 13354
 94.7%
 251731
 251731
 Sal
 arie
 s an
 d w
 ages
 226
 910
 (457)
 –226453
 215810
 10
 643
 95.3%
 229
 033
 229
 033
 Soc
 ial c
 ontri
 butio
 ns 2
 7 33
 7 –
 – 2
 7 33
 7 2
 4 62
 6 2
 711
 90.1%
 22 6
 9822
 698
 Goodsandservices
 231
 782
 (1106)
 – 2
 30 6
 76
 185283
 45393
 80.3%
 174
 448
 174
 448
 Adm
 inis
 trativ
 e fe
 es 1
 282
 9
 99
 – 2
 281
 1
 428
 853
 62.6%
 1 16
 21
 162
 Adv
 ertis
 ing
 2 3
 08
 (574)
 – 1
 734
 1
 200
 534
 69.2%
 3 90
 43
 904
 Min
 or a
 sset
 s655
 156
 – 8
 11
 612
 1
 99
 75.5%
 597
 597
 Auditcosts:External
 21145
 (4398)
 – 1
 6 74
 7 9605
 7 1
 42
 57.4%
 16 4
 2016
 420
 Bursaries:Employees
 2 2
 03
 (2155)
 – 4
 8 4
 8 –
 100.0%
 147
 147
 Catering:
 Dep
 artm
 enta
 l act
 iviti
 es 1
 200
 6
 –
 1 2
 06
 1 0
 76
 130
 89.2%
 980
 980
 Com
 mun
 icat
 ion
 5609
 947
 –
 6556
 4559
 1 9
 97
 69.5%
 10 9
 9310
 993
 Com
 pute
 r ser
 vice
 s 3
 9 06
 9 2
 843
 –
 41
 912
 31585
 10
 327
 75.4%
 39 8
 6039
 860
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 PRO
 GR
 AM
 ME
 1: A
 dmin
 istr
 atio
 n
 2016
 /17
 2015
 /16
 Adj
 uste
 d ap
 prop
 riatio
 nSh
 iftin
 g of
 fund
 sVi
 rem
 ent
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 Varia
 nce
 Expe
 nditu
 re
 as %
 of fi
 nal
 appr
 opria
 tion
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 %R
 '000
 R'0
 00
 Consultants:Businessandadvisory
 serv
 ices
 8051
 12
 084
 –20135
 17585
 2550
 87.3%
 18785
 18785
 Lega
 l ser
 vice
 s 2
 0 03
 8 (2636)
 – 1
 7 40
 2 1
 7 40
 2 –
 100.0%
 14 9
 8714
 987
 Con
 tract
 ors
 3 6
 81
 292
 –
 3 9
 73
 3 0
 26
 947
 76.2%
 4 77
 04
 770
 Age
 ncy
 and
 supp
 ort/
 outs
 ourc
 ed
 serv
 ices
 24
 639
 (4855)
 – 1
 9 78
 4 18285
 1 4
 99
 92.4%
 23503
 23503
 Ent
 erta
 inm
 ent
 209
 (4)
 –205
 107
 9
 8 52.2%
 107
 107
 Flee
 t ser
 vice
 s1852
 (56)
 – 1
 796
 1
 203
 593
 67.0%
 1425
 1425
 Con
 sum
 able
 sup
 plie
 s 1
 196
 3
 246
 –
 4 4
 42
 4385
 57
 98.7%
 1 30
 01
 300
 Consumable:S
 tationery,printingand
 officesupplies
 3 6
 77
 941
 –
 4 6
 18
 3 9
 62
 656
 85.8%
 3 14
 43
 144
 Ope
 ratin
 g le
 ases
 20536
 164
 –
 20
 700
 18522
 2 1
 78
 89.5%
 2 73
 32
 733
 Pro
 perty
 pay
 men
 ts35619
 (3585)
 – 3
 2 03
 4 2
 1 16
 0 1
 0 87
 4 66.1%
 1 39
 01
 390
 Trav
 el a
 nd s
 ubsi
 sten
 ce 1
 8 93
 9 152
 – 1
 9 09
 1 1
 8 86
 7 2
 24
 98.8%
 20856
 20856
 Trai
 ning
 and
 dev
 elop
 men
 t 1
 4 27
 6 (4665)
 – 9
 611
 5765
 3 8
 46
 60.0%
 4 61
 04
 610
 Ope
 ratin
 g pa
 ymen
 ts 2
 630
 558
 – 3
 188
 2875
 313
 90.2%
 1 72
 21
 722
 Venu
 es a
 nd fa
 cilit
 ies
 2456
 (72)
 – 2
 384
 2
 008
 3
 76
 84.2%
 1 04
 91
 049
 Ren
 tal a
 nd h
 iring
 512
 (494)
 – 1
 8 1
 8 –
 100.0%
 44
 Inte
 rest
 and
 rent
 on
 land
 ––
 ––
 ––
 –1
 238
 1 23
 8
 Inte
 rest
 (inc
 ludi
 ng in
 tere
 st o
 n un
 itary
 paym
 ents(P
 PP))
 ––
 ––
 ––
 –1
 238
 1 23
 8
 Tran
 sfer
 s an
 d su
 bsid
 ies
 7 6
 50
 457
 –
 8 1
 07
 8 1
 05
 2
 100.
 0%9
 610
 9 60
 8
 Pro
 vinc
 es a
 nd m
 unic
 ipal
 ities
 6
 ––
 6
 4
 2
 66.7%
 64
 Mun
 icip
 aliti
 es 6
 –
 – 6
 4
 2
 66.7%
 64
 Mun
 icip
 al b
 ank
 acco
 unts
 6
 ––
 6
 4
 2
 66.7%
 64
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 PRO
 GR
 AM
 ME
 1: A
 dmin
 istr
 atio
 n
 2016
 /17
 2015
 /16
 Adj
 uste
 d ap
 prop
 riatio
 nSh
 iftin
 g of
 fund
 sVi
 rem
 ent
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 Varia
 nce
 Expe
 nditu
 re
 as %
 of fi
 nal
 appr
 opria
 tion
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 %R
 '000
 R'0
 00
 Hou
 seho
 lds
 7 6
 44
 457
 – 8
 101
 8
 101
 –
 100.0%
 9 60
 49
 604
 Socialbenefits
 2 6
 44
 (2,194)
 –450
 450
 –100.0%
 513
 513
 Oth
 er tr
 ansf
 ers
 to h
 ouse
 hold
 s5000
 2651
 –7651
 7651
 –100.0%
 9 09
 19
 091
 Paym
 ents
 for c
 apita
 l ass
 ets
 22
 327
 ––
 22
 327
 15
 514
 6 8
 13
 69.5
 %11
 227
 10 0
 45
 Mac
 hine
 ry a
 nd e
 quip
 men
 t 2
 2 32
 7 (6057)
 – 1
 6 27
 0 9457
 6 8
 13
 58.1%
 10 8
 709
 688
 Tran
 spor
 t equ
 ipm
 ent
 ––
 ––
 ––
 –91
 891
 8
 Oth
 er m
 achi
 nery
 and
 equ
 ipm
 ent
 22
 327
 (6057)
 – 1
 6 27
 0 9457
 6 8
 13
 58.1%
 9952
 8 77
 0
 Sof
 twar
 e an
 d ot
 her i
 ntan
 gibl
 e as
 sets
 –6057
 –6057
 6057
 –100.0%
 357
 357
 Paym
 ents
 for fi
 nanc
 ial a
 sset
 s–
 1 1
 06
 – 1
 106
 1
 106
 –
 100.
 0%32
 080
 32 0
 80
 Tota
 l 5
 16 0
 06
 ––
 516
 006
 4
 50 4
 44
 65
 562
 87.3
 %48
 0 33
 447
 9 15
 0
 SUB
 -PR
 OG
 RA
 MM
 E 1.
 1: M
 inis
 try
 2016
 /17
 2015
 /16
 Adj
 uste
 d ap
 prop
 riatio
 nSh
 iftin
 g of
 fund
 sVi
 rem
 ent
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 Varia
 nce
 Expe
 nditu
 re
 as %
 of fi
 nal
 appr
 opria
 tion
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 %R
 '000
 R'0
 00
 Econ
 omic
 cla
 ssifi
 catio
 n
 Cur
 rent
 pay
 men
 ts 3
 0 84
 9 –
 – 3
 0 84
 9 2
 5 04
 7 5
 802
 81
 .2%
 23 4
 7223
 472
 Com
 pens
 atio
 n of
 em
 ploy
 ees
 17
 104
 ––
 17
 104
 16
 221
 883
 94.8%
 15229
 15229
 Goodsandservices
 13745
 ––
 13745
 8 8
 26
 4 9
 19
 64.2%
 8 24
 38
 243
 Tran
 sfer
 s an
 d su
 bsid
 ies
 6
 ––
 6
 4
 2
 66.7
 %4
 4
 Paym
 ents
 for c
 apita
 l ass
 ets
 300
 4
 8 –
 348
 3
 48
 –10
 0.0%
 1 78
 91
 789
 Paym
 ents
 for fi
 nanc
 ial a
 sset
 s–
 120
 –
 120
 1
 20
 –10
 0.0%
 ––
 Tota
 l 3
 1 15
 5 1
 68
 – 3
 1 32
 3 2
 5 51
 9 5
 804
 81
 .5%
 25 2
 6525
 265
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 SUB
 -PR
 OG
 RA
 MM
 E 1.
 2: M
 anag
 emen
 t
 2016
 /17
 2015
 /16
 Adj
 uste
 d ap
 prop
 riatio
 nSh
 iftin
 g of
 fund
 sVi
 rem
 ent
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 Varia
 nce
 Expe
 nditu
 re
 as %
 of fi
 nal
 appr
 opria
 tion
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 %R
 '000
 R'0
 00
 Econ
 omic
 cla
 ssifi
 catio
 n
 Cur
 rent
 pay
 men
 ts 8
 8 96
 7 3
 292
 –
 92
 259
 89
 840
 2 4
 19
 97.4
 %11
 3 27
 211
 3 27
 2
 Com
 pens
 atio
 n of
 em
 ploy
 ees
 63
 810
 ––
 63
 810
 61
 410
 2 4
 00
 96.2%
 79548
 79548
 Goodsandservices
 25157
 3 2
 92
 – 2
 8 44
 9 2
 8 43
 0 1
 9 99.9%
 33 7
 2433
 724
 Tran
 sfer
 s an
 d su
 bsid
 ies
 500
 (4
 16)
 – 8
 4 8
 4 –
 100.
 0%17
 117
 1
 Paym
 ents
 for c
 apita
 l ass
 ets
 1 0
 05
 ––
 1 0
 05
 693
 3
 12
 69.0
 %1
 296
 1 29
 6
 Mac
 hine
 ry a
 nd e
 quip
 men
 t1005
 (29)
 – 9
 76
 664
 3
 12
 68.0%
 1 2
 96
 1 2
 96
 Sof
 twar
 e an
 d ot
 her i
 ntan
 gibl
 e as
 sets
 – 2
 9 –
 29
 29
 –100.0%
 ––
 Paym
 ents
 for fi
 nanc
 ial a
 sset
 s–
 16
 – 1
 6 1
 6 –
 100.
 0%–
 –
 Tota
 l 9
 0 47
 2 2
 892
 –
 93
 364
 90
 633
 2 7
 31
 97.1
 %11
 4 73
 911
 4 73
 9
 SUB
 -PR
 OG
 RA
 MM
 E 1.
 3: C
 orpo
 rate
 Ser
 vice
 s
 2016
 /17
 2015
 /16
 Adj
 uste
 d ap
 prop
 riatio
 nSh
 iftin
 g of
 fund
 sVi
 rem
 ent
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 Varia
 nce
 Expe
 nditu
 re
 as %
 of fi
 nal
 appr
 opria
 tion
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 %R
 '000
 R'0
 00
 Econ
 omic
 cla
 ssifi
 catio
 nC
 urre
 nt p
 aym
 ents
 251
 549
 (4
 57)
 – 2
 51 0
 92
 230
 786
 2
 0 30
 6 91
 .9%
 224
 262
 224
 262
 Com
 pens
 atio
 n of
 em
 ploy
 ees
 143
 128
 (457)
 – 1
 42 6
 71
 134250
 8 4
 21
 94.1%
 119
 946
 119
 946
 Goodsandservices
 108
 421
 –
 – 1
 08 4
 21
 96536
 11885
 89.0%
 104
 316
 104
 316
 Tran
 sfer
 s an
 d su
 bsid
 ies
 6 1
 44
 1 7
 99
 – 7
 943
 7
 943
 –
 100.
 0%9
 362
 9 36
 0
 Paym
 ents
 for c
 apita
 l ass
 ets
 18
 022
 - –
 18
 022
 13
 077
 4 9
 45
 72.6
 %6
 356
 5 99
 2
 Mac
 hine
 ry a
 nd e
 quip
 men
 t 1
 8 02
 2 (6028)
 – 1
 1 99
 4 7
 049
 4945
 58.8%
 5999
 5635
 Sof
 twar
 e an
 d ot
 her i
 ntan
 gibl
 e as
 sets
 – 6
 028
 –
 6 0
 28
 6 0
 28
 –100.0%
 357
 357
 Paym
 ents
 for fi
 nanc
 ial a
 sset
 s–
 93
 – 9
 3 9
 3 –
 100.
 0%32
 080
 32 0
 80
 Tota
 l 2
 75 7
 15
 1 4
 35
 – 2
 77 1
 50
 251
 899
 2
 5 25
 1 90
 .9%
 272
 060
 271
 694
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 SUB
 -PR
 OG
 RA
 MM
 E 1.
 4: F
 inan
 ce a
 nd S
 uppl
 y C
 hain
 Man
 agem
 ent
 2016
 /17
 2015
 /16
 Adj
 uste
 d ap
 prop
 riatio
 nSh
 iftin
 g of
 fund
 sVi
 rem
 ent
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 Varia
 nce
 Expe
 nditu
 re
 as %
 of fi
 nal
 appr
 opria
 tion
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 %R
 '000
 R'0
 00
 Econ
 omic
 cla
 ssifi
 catio
 n
 Cur
 rent
 pay
 men
 ts 6
 5 26
 4 (4
 398
 ) –
 60
 866
 43
 143
 17
 723
 70.9
 %66
 411
 66 4
 11
 Com
 pens
 atio
 n of
 em
 ploy
 ees
 30205
 ––
 30205
 28555
 1650
 94.5%
 37 0
 0837
 008
 Goodsandservices
 35059
 (4398)
 – 3
 0 66
 1 14588
 16
 073
 47.6%
 28165
 28165
 Tran
 sfer
 s an
 d su
 bsid
 ies
 1 0
 00
 (926
 ) –
 74
 74
 –10
 0.0%
 7373
 Paym
 ents
 for c
 apita
 l ass
 ets
 3 0
 00
 (48)
 –
 2 9
 52
 1 3
 96
 1 5
 56
 47.3
 %1
 786
 968
 Paym
 ents
 for fi
 nanc
 ial a
 sset
 s–
 877
 –
 877
 8
 77
 –10
 0.0%
 ––
 Tota
 l 6
 9 26
 4 (4
 495
 ) –
 64
 769
 45
 490
 19
 279
 70.2
 %68
 270
 67 4
 52
 SUB
 -PR
 OG
 RA
 MM
 E 1.
 5: O
 ffice
 Acc
 omm
 odat
 ion
 2016
 /17
 2015
 /16
 Adj
 uste
 d ap
 prop
 riatio
 nSh
 iftin
 g of
 fund
 sVi
 rem
 ent
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 Varia
 nce
 Expe
 nditu
 re
 as %
 of fi
 nal
 appr
 opria
 tion
 Fina
 l ap
 prop
 riatio
 nA
 ctua
 l ex
 pend
 iture
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 %R
 '000
 R'0
 00
 Econ
 omic
 cla
 ssifi
 catio
 n
 Cur
 rent
 pay
 men
 ts 4
 9 40
 0 –
 – 4
 9 40
 0 3
 6 90
 3 1
 2 49
 7 74
 .7%
 ––
 Goodsandservices
 49
 400
 ––
 49
 400
 36
 903
 12
 497
 74.7%
 ––
 Tota
 l 4
 9 40
 0 –
 – 4
 9 40
 0 3
 6 90
 3 1
 2 49
 7 74
 .7%
 ––
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 PRO
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 2: In
 terg
 over
 nmen
 tal C
 oord
 inat
 ion
 2016
 /17
 2015
 /16
 Adj
 uste
 d ap
 prop
 riatio
 nSh
 iftin
 g of
 fund
 sVi
 rem
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 NOTES TO THE APPROPRIATION STATEMENT
 1. DetailoftransfersandsubsidiesaspertheAppropriationAct(aftervirement):
 Detail of these transactions can be viewed in the note on transfers and subsidies, disclosure notes and Annexure1(A-G)totheAnnualFinancialStatements.
 2. Detailofspecificallyandexclusivelyappropriatedamountsvoted(aftervirement):
 Detailofthesetransactionscanbeviewedinnote1(AnnualAppropriation)totheAnnualFinancialStatements.
 3. Detailonpaymentsforfinancialassets
 DetailofthesetransactionsperprogrammecanbeviewedinthenoteonpaymentsforfinancialassetstotheAnnual Financial Statements.
 4. Explanationsofmaterialvariancesfromamountsvoted(aftervirement):
 4.1 Per programme Final appropriation
 Actual expenditure
 Variance Variance as % of final appropriation
 R'000 R'000 R'000 %
 Administration 516006 450444 65562 13%
 Intergovernmental Coordination 28 639 16 477 12 162 42%
 Expanded Public Works Programme 2319500 2 301 446 18054 1%
 Property and Construction Industry Policy and Research
 3553089 3547048 6 041 0%
 Prestige Policy 95565 87 931 7 634 8%
 Per programme Final appropriation
 Actual expenditure
 Variance Variance as % of final appropriation
 R'000 R'000 R'000 %
 Administration 516006 450444 65562 13%
 Expenditurevarianceof13%inProgramme1isduetounderspendingoncompensationofemployees(R13.3million),goodsand services (R45million) and payments for capital assets (R6.8million).Compensation of employees underspending of R13.3millionismainlyduetoadelayinfinalisingtheimplementationofthenewapprovedorganistionalstructureandpositionsthatbecamevacantduringthefinancialyear.GoodsandservicesunderspendingofR45millionrelatetotheenergyandwaterefficiencyprojectimplementedinpropertiesoccupiedbytheDepartment,aswellascost-containmentmeasures.Paymentsforcapital assets underspending of R6.8 million is due to a delay in planned acquisition of assets.
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 Per programme Final appropriation
 Actual expenditure
 Variance Variance as % of final appropriation
 R'000 R'000 R'000 %
 Intergovernmental Coordination 28 639 16 477 12 162 42%
 Expenditurevarianceof42%inProgramme2isduetounderspendingoncompensationofemployees(R6.3million),goodsandservices (R3.8million)andpayments for capitalassets (R1.7million).CompensationofemployeesunderspendingofR6.3 million is mainly due to the delay in capacitating the newly established Professional Services and Intergovernmental Coordination branches in line with the revised approved organisational structure. Goods and services underspending of R3.8millionisduetolowspendingonplannedactivitiesforthenewlyestablishedbranchesresultingfromadelayinfillingvacant positions. Payments for capital assets underspending of R1.7 million is due to a delay in planned acquisition of assets resultingfromunfilledvacantpositionsforthenewlyestablishedbranches.
 Per programme Final appropriation
 Actual expenditure
 Variance Variance as % of final appropriation
 R'000 R'000 R'000 %
 Expanded Public Works Programme 2319500 2 301 446 18054 1%
 Expenditurevarianceof0.8%mainlyrelatestogoodsandservices(R17million),andthebalanceofR579000formachineryandequipment(paymentsforcapitalassets).Theunderspendingongoodsandserviceswasduetoadelayintheimplementationof the social, environment and culture projects.
 Per programme Final appropriation
 Actual expenditure
 Variance Variance as % of final appropriation
 R'000 R'000 R'000 %
 Property and Construction Industry Policy and Research
 3553089 3547048 6 041 0%
 Expenditurevarianceof0.2%relatestocompensationofemployeesofR5.8millionunderspentduetovacantpositionsthatwerenotfilledduringthefinancialyear.ThebalanceofR200000underspentrelatetoHouseholdsforleavegratuities.
 Per programme Final appropriation
 Actual expenditure
 Variance Variance as % of final appropriation
 R'000 R'000 R'000 %
 Prestige Policy 95565 87 931 7 634 8%
 Expenditure variance of 8% in Programme 5 is due to underspending on compensation of employees (R4.9million) andpaymentsforcapitalassets(R2.5million).CompensationofemployeesunderspendingofR4.9millionismainlyduetopositionsthatbecamevacantduringthefinancialyear.PaymentsforcapitalassetsunderspendingofR2.5millionisduetoadelayinplanned acquisition of assets.
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 NOTES TO THE APPROPRIATION STATEMENT
 4.2 Per economic classification Final appropriation
 Actual expenditure
 Variance Variance as % of final appropriation
 R'000 R'000 R'000 %
 Current payments
 Compensation of employees 470 261 438 827 31 434 7%
 Goodsandservices 431859 366 092 65767 15%
 Interest and rent on land – – – –
 Transfers and subsidies
 Provinces and municipalities 1425668 1425666 2 0%
 Departmental agencies and accounts 3507375 3507343 32 0%
 Public corporations and private enterprises
 Foreign governments and international organisations
 28 234 28 234 – 0%
 Non-profitinstitutions 600 427 600 427 – 0%
 Households 10 068 9579 489 5%
 Payments for capital assets
 Machinery and equipment 31451 19 722 11,729 37%
 Software and other intangible assets 6057 6057 – 0%
 Payments for financial assets 1 399 1 399 – 0%
 Expenditurevarianceismainlydueto:
 CompensationofemployeesunderspendingofR31millionismainlyduetoadelayinfinalisingtheimplementationofthenewapprovedorganistionalstructure,adelayinfillingvacantpositionsforthenewlyestablishedbranchesforProfessionalServicesandIntergovernmentalCoordination,aswellasthefillingofpositionsthatbecamevacantduringthefinancialyear.
 GoodsandservicesunderspendingofR66millionisduetothefollowing:
 • Implementationoftheenergyandwaterefficiencyprojectsresultinginasavinginpropertypayments-relatedexpenditureunderOfficeAccommodation.
 • Adelay infinalising the implementationof thesocial,environmentandcultureproject for theExpandedPublicWorksProgramme.
 • Delayedspendingonoperationalexpenditureresultingfromunfilledvacantpositionsforthenewlyestablishedbranchesfor Professional Services and Intergovernmental Coordination.
 • Implementation of cost-containment measures on expenditure relating to communication, travel and subsistence, and consumable supplies.
 Payments for capital assets underspending of R11.7 million is due to a delay in the planned acquisition of assets.
 4.3 Per conditional grant Final appropriation
 Actual expenditure
 Variance Variance as % of final appropriation
 R'000 R'000 R'000 %
 EPWPIntegratedGrantforMunicipalities 663 991 663 991 – 0.0%
 EPWPIntegratedGrantforProvinces 402 009 402 009 – 0.0%
 SocialSectorEPWPIncentiveGrant for Provinces
 359662 359662 – 0.0%
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 STATEMENT OF FINANCIAL PERFORMANCE
 Note 2016/17 2015/16R'000 R'000
 REVENUEAnnual appropriation 1 6512799 6 312 222
 Departmental revenue 2 14 608 7 106
 TOTAL REVENUE 6 527 407 6 319 328
 EXPENDITURE
 Current expenditure
 Compensation of employees 3 438 827 435858
 Goodsandservices 4 366 092 364 462
 Interest 5 – 1573
 Total current expenditure 804 919 801 893
 Transfers and subsidies
 Transfers and subsidies 7 5571249 5411314
 Total transfers and subsidies 5 571 249 5 411 314
 Expenditure for capital assets
 Tangible assets 8 19 722 23 180
 Intangible assets 8 6057 357
 Total expenditure for capital assets 25 779 23 537
 Paymentsforfinancialassets 6 1 399 44 403
 TOTAL EXPENDITURE 6 403 346 6 281 147
 SURPLUS/(DEFICIT) FOR THE YEAR 124 061 38 181
 Reconciliation of Net Surplus/(Deficit) for the year
 Voted funds 109453 31075
 Annual appropriation 109453 31075
 Departmental revenue and NRF Receipts 14 14 608 7 106
 SURPLUS/(DEFICIT) FOR THE YEAR 124 061 38 181
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 NATIONAL DEPARTMENT OF PUBLIC WORKS VOTE 11Annualfinancialstatementsfortheyearended31March2017
 STATEMENT OF FINANCIAL POSITION
 Note 2016/17 2015/16R'000 R'000
 ASSETS Current assets 847 794 730 770
 Unauthorised expenditure 9 261 169 261 169
 Cash and cash equivalents 10 126 167
 Prepayments and advances 11 11 618 11 417
 Receivables 12 574881 458017
 Non-current assets 58 117 42 937Receivables 12 58117 42 937
 TOTAL ASSETS 905 911 773 707
 LIABILITIES
 Current liabilities 900 743 768 709Voted funds to be surrendered to the Revenue Fund 13 109455 31 078
 Departmental revenue and NRF receipts to be surrendered to the Revenue Fund
 14 10 882 5,338
 Bank overdraft 15 753659 648528
 Payables 16 26 747 83765
 TOTAL LIABILITIES 900 743 768 709
 NET ASSETS 5 168 4 998
 Representedby:
 Recoverable revenue 5168 4 998
 TOTAL 5 168 4 998
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 STATEMENT OF CHANGES IN NET ASSETS
 Note 2016/17 2015/16R'000 R'000
 Recoverable revenueOpening balance 4 998 10 643Transfers: 170 (5645)
 Debtsrecovered(includedindepartmentalreceipts) – (5645)
 Debts raised 170 –
 Closing balance 5 168 4 998
 TOTAL 5 168 4 998
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 CASH FLOW STATEMENT
 Note 2016/17 2015/16R'000 R'000
 CASH FLOWS FROM OPERATING ACTIVITIESReceipts 6 527 337 6 319 319Annual appropriated funds received 1.1 6512799 6 312 222
 Departmental revenue received 2 2 177 4 797
 Interest received 2.3 12 361 2 300
 Net(increase)/decreaseinworkingcapital (189263) (409,768)
 Surrendered to Revenue Fund 13 & 14 (40140) (111938)
 Current payments 3 & 4 (804919) (800320)
 Interest paid 5 – (1573)
 Paymentsforfinancialassets 6 (1399) (44403)
 Transfers and subsidies paid 7 (5571249) (5411314)
 Net cash flow available from operating activities 17 (79 633) (459 997)
 CASH FLOWS FROM INVESTING ACTIVITIESPayments for capital assets 8 (25779) (23537)
 Proceeds from sale of capital assets 70 9
 Net cash flows from investing activities (25 709) (23 528)
 CASH FLOWS FROM FINANCING ACTIVITIESIncrease/(decrease)innetassets 170 (5645)
 Net cash flows from financing activities 170 (5 645)
 Netincrease/(decrease)incashandcashequivalents (105172) (489170)
 Cash and cash equivalents at beginning of period (648361) (159191)
 Cash and cash equivalents at end of period 18 (753 533) (648 361)
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 ACCOUNTING POLICIES
 Summary of significant accounting policies
 Thefinancialstatementshavebeenpreparedinaccordancewiththefollowingpolicies,whichhavebeenappliedconsistently in allmaterial aspects, unlessotherwise indicated.Management has concluded that the financialstatements present fairly the Department’s primary and secondary information.
 The historical cost convention has been used, except where otherwise indicated. Management has used assessmentsandestimatesinpreparingtheannualfinancialstatements.Thesearebasedonthebestinformationavailable at the time of preparation.
 Where appropriate and meaningful, additional information has been disclosed to enhance the usefulness of the financialstatementsandtocomplywiththestatutoryrequirementsofthePublicFinanceManagementAct(PFMA),1999,(ActNo.1of1999)(asamendedbyActNo.29of1999),andtheTreasuryRegulationsissuedintermsofthe PFMA and the annual Division of Revenue Act.
 1. Basis of preparation ThefinancialstatementshavebeenpreparedinaccordancewiththeModifiedCashStandard.
 2. Going concern Thefinancialstatementshavebeenpreparedonagoingconcernbasis.
 3.Presentation currencyAmountshavebeenpresentedinthecurrencyoftheSouthAfricanrand(R),whichisalsothefunctionalcurrency of the Department.
 4. Rounding Unlessotherwisestated,financialfigureshavebeenroundedtothenearestonethousandrand(R’000).
 5.Foreign currency translationCashflowsarisingfromforeigncurrencytransactionsaretranslatedintoSouthAfricanrandusingthespotexchange rates prevailing at the date of payment or receipt.
 6. Comparative information
 6.1
 Prior-period comparative information Prior-periodcomparativeinformationhasbeenpresentedinthecurrentyear’sfinancialstatements.Wherenecessary,figuresincludedintheprior-periodfinancialstatementshavebeenreclassifiedtoensurethattheformatinwhichtheinformationispresentedisconsistentwiththeformatofthecurrentyear’sfinancialstatements.
 6.2Current year comparison with budget Acomparisonbetweentheapproved,finalbudgetandactualamountsforeachprogrammeandeconomicclassificationisincludedintheAppropriationStatement.
 7. Revenue
 7.1
 Appropriated fundsAppropriated funds comprise of departmental allocations, as well as direct charges against the Revenue Fund(i.e.statutoryappropriation).
 Appropriated funds are recognised in the Statement of Financial Performance on the date the appropriation becomes effective. Adjustments made in terms of the adjustments budget process are recognised in the Statement of Financial Performance on the date the adjustments become effective.
 The net amount of any appropriated funds due to or from the relevant Revenue Fund at the reporting date is recognised as a payable or receivable in the Statement of Financial Position.
 7.2
 Departmental revenue Departmental revenue is recognised in the Statement of Financial Performance when received and is subsequently paid into the relevant Revenue Fund, unless stated otherwise.
 Any amount owing to the relevant Revenue Fund at the reporting date is recognised as a payable in the Statement of Financial Position.
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 7.3
 Accrued departmental revenue Accruals in respectofdepartmental revenue (excluding tax revenue)are recorded in theNotes to theFinancialStatementswhen:
 • itisprobablethattheeconomicbenefitsorservicepotentialassociatedwiththetransactionwillflowtothe Department; and
 • the amount of revenue can be measured reliably.
 The accrued revenue is measured at the fair value of the consideration receivable.
 Accruedtaxrevenue(andrelatedinterestand/penalties)ismeasuredatamountsreceivablefromcollectingagents.
 8. Expenditure8.1 Compensation of employees
 8.1.1 Salaries and wagesSalaries and wages are recognised in the Statement of Financial Performance on the date of payment.
 8.1.2
 Social contributionsSocial contributions made by the Department in respect of current employees are recognised in the Statement of Financial Performance on the date of payment.
 SocialcontributionsmadebytheDepartmentinrespectofformeremployeesareclassifiedastransferstohouseholds in the Statement of Financial Performance on the date of payment.
 8.2
 Other expenditureOtherexpenditure(suchasgoodsandservices,transfersandsubsidies,andpaymentsforcapitalassets)isrecognisedintheStatementofFinancialPerformanceonthedateofpayment.Theexpenseisclassifiedas a capital expense if the total consideration paid is more than the capitalisation threshold.
 8.3
 Accrued expenditure payableAccrued expenditure payable is recorded in the Notes to the Financial Statements when the goods are received or, in the case of services, when they are rendered to the Department or, in the case of transfers and subsidies, when they are due and payable.
 Accrued expenditure payable is measured at cost.8.4 Leases
 8.4.1
 Operating leasesOperating lease payments made during the reporting period are recognised as current expenditure in the statementoffinancialperformanceonthedateofpayment.
 Theoperatingleasecommitmentsarerecordedinthenotestothefinancialstatements.
 8.4.2
 Finance leases Finance lease payments made during the reporting period are recognised as capital expenditure in the Statement of Financial Performance on the date of payment.
 The finance lease commitments are recorded in the Notes to the Financial Statements and are notapportioned between the capital and interest portions.
 Financeleaseassetsacquiredattheendoftheleasetermarerecordedandmeasuredatthelowerof:
 • cost, being the fair value of the asset; or
 • the sum of the minimum lease payments made, including any payments made to acquire ownership at the end of the lease term, excluding interest.
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 9. Aid assistance
 9.1
 Aid assistance receivedAid assistance received in cash is recognised in the Statement of Financial Performance when received. In-kind aid assistance is recorded in the Notes to the Financial Statements on the date of receipt and is measured at fair value.
 Aid assistance not spent for the intended purpose and any unutilised funds from aid assistance that are required to be refunded to the donor are recognised as a payable in the Statement of Financial Position.
 9.2
 Aid assistance paidAid assistance paid is recognised in the Statement of Financial Performance on the date of payment. Aid assistance payments made prior to the receipt of funds are recognised as a receivable in the Statement of Financial Position.
 10.
 Cash and cash equivalentsCash and cash equivalents are stated at cost in the Statement of Financial Position.
 Bank overdrafts are shown separately on the face of the Statement of Financial Position as a current liability.
 For the purposes of the Cash Flow Statement, cash and cash equivalents comprise cash on hand, deposits held, other short-term highly liquid investments and bank overdrafts.
 11.
 Pre-payments and advancesPre-payments and advances are recognised in the Statement of Financial Position when the Department receives or disburses the cash.
 Pre-payments and advances are initially and subsequently measured at cost.
 12.
 Loans and receivablesLoans and receivables are recognised in the Statement of Financial Position at cost plus accrued interest, where interest is charged, less amounts already settled or written off. Write-offs are made according to the Department’s write-off policy.
 13. InvestmentsInvestments are recognised in the Statement of Financial Position at cost.
 14. Financial assets
 14.1
 Impairment of financial assetsWherethereisanindicationofimpairmentofafinancialasset,anestimationofthereductionintherecordedcarryingvalue,toreflectthebestestimateoftheamountofthefutureeconomicbenefitsexpectedtobereceived from that asset, is recorded in the notes.
 15. PayablesLoans and payables are recognised in the Statement of Financial Position at cost.
 16. Capital assets
 16.1
 Movable capital assetsMovable capital assets are initially recorded in the Notes to the Financial Statements at cost. Movable capital assets acquired through a non-exchange transaction are measured at fair value as at the date of acquisition.
 Where the cost of movable capital assets cannot be determined reliably, the movable capital assets are measured at fair value and where fair value cannot be determined; the movable assets are measured at R1.
 Allassetsacquiredpriorto1April2002(oralaterdateasapprovedbytheOfficeoftheAuditor-General)may be recorded at R1.
 Movable capital assets are subsequently carried at cost and are not subject to depreciation or impairment.
 Subsequent expenditure that is of a capital nature is added to the cost of the asset at the end of the capital project unless the movable asset is recorded by another department or entity, in which case the completed project costs are transferred to that department.
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 16.2
 Intangible assetsIntangible assets are initially recorded in the Notes to the Financial Statements at cost. Intangible assets acquired through a non-exchange transaction are measured at fair value as at the date of acquisition.
 Internally generated intangible assets are recorded in the Notes to the Financial Statements when the Department commences with the development phase of the project.
 Where the cost of intangible assets cannot be determined reliably, the intangible capital assets are measured at fair value and, where fair value cannot be determined, the intangible assets are measured at R1.
 Allassetsacquiredpriorto1April2002(oralaterdateasapprovedbytheOfficeoftheAuditor-General)may be recorded at R1.
 Intangible assets are subsequently carried at cost and are not subject to depreciation or impairment.
 Subsequent expenditure that is of a capital nature is added to the cost of the asset at the end of the capital project, unless the intangible asset is recorded by another department or entity, in which case the completed project costs are transferred to that department.
 17. Provisions and contingents
 17.1
 ProvisionsProvisions are recorded in the Notes to the Financial Statements when there is a present legal or constructive obligationtoforfeiteconomicbenefitsasaresultofeventsinthepastanditisprobablethatanoutflowofresourcesembodyingeconomicbenefitsorservicepotentialwillberequiredtosettletheobligationanda reliable estimate of the obligation can be made. The provision is measured as the best estimate of the funds required to settle the present obligation at the reporting date.
 17.2
 Contingent liabilitiesContingent liabilities are recorded in the Notes to the Financial Statements when there is a possible obligationthatarisesfrompastevents,andwhoseexistencewillbeconfirmedonlybytheoccurrenceornon-occurrence of one or more uncertain future events not within the control of the Department or, when thereisapresentobligationthatisnotrecognisedbecauseitisnotprobable,thatanoutflowofresourceswill be required to settle the obligation or the amount of the obligation cannot be measured reliably.
 17.3
 Contingent assetsContingent assets are recorded in the Notes to the Financial Statements when a possible asset arises from pastevents,andwhoseexistencewillbeconfirmedbytheoccurrenceornon-occurrenceofoneormoreuncertain future events not within the control of the Department.
 17.4
 Commitments Commitments are recorded at cost in the Notes to the Financial Statements when there is a contractual arrangement or an approval by management in a manner that raises a valid expectation that the Department willdischargeitsresponsibilities,therebyincurringfutureexpenditurethatwillresultintheoutflowofcash.
 18.
 Unauthorised expenditureUnauthorised expenditure is recognised in the Statement of Financial Position until such time as the expenditureiseither:
 • approved by Parliament with funding and the related funds are received; • approved by Parliament without funding and written off against the appropriation in the Statement of
 Financial Performance; or• transferred to receivables for recovery.Unauthorisedexpenditureismeasuredattheamountoftheconfirmedunauthorisedexpenditure.
 19.
 Fruitless and wasteful expenditureFruitlessandwastefulexpenditureisrecordedintheNotestotheFinancialStatementswhenconfirmed.The amount recorded is equal to the total value of the fruitless and/or wasteful expenditure incurred.
 Fruitless and wasteful expenditure is removed from the Notes to the Financial Statements when it is resolved or transferred to receivables for recovery.
 Fruitless and wasteful expenditure receivables are measured at the amount that is expected to be recoverable and are derecognised when settled or subsequently written off as irrecoverable.
 NATIONAL DEPARTMENT OF PUBLIC WORKS VOTE 11Annualfinancialstatementsfortheyearended31March2017
 ACCOUNTING POLICIES
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 20.
 Irregular expenditureIrregularexpenditureisrecordedintheNotestotheFinancialStatementswhenconfirmed.Theamountrecorded is equal to the value of the irregular expenditure incurred unless it is impracticable to determine, in which case reasons for the irregular expenditure are provided in the note.
 Irregular expenditure is removed from the note when it is either condoned by the relevant authority, transferred to receivables for recovery or not condoned and is not recoverable.
 Irregular expenditure receivables are measured at the amount that is expected to be recoverable and are derecognised when settled or subsequently written off as irrecoverable.
 21.
 Changes in accounting policies, accounting estimates and errorsChanges in accounting policies that are effected by management have been applied retrospectively in accordance with MCS requirements, except to the extent that it is impracticable to determine the period-specificeffectsorthecumulativeeffectofthechangeinpolicy.Insuchinstancesthedepartmentshallrestatethe opening balances of assets, liabilities and net assets for the earliest period for which retrospective restatement is practicable.
 ChangesinaccountingestimatesareappliedprospectivelyinaccordancewithModifiedCashStandardrequirements.
 Correction of errors is applied retrospectively in the period in which the error has occurred in accordance withtheModifiedCashStandardrequirements,excepttotheextentthatitisimpracticabletodeterminetheperiod-specificeffectsorthecumulativeeffectoftheerror.Insuchcases,theDepartmentshallrestatethe opening balances of assets, liabilities and net assets for the earliest period for which retrospective restatement is practicable.
 22.
 Events after the reporting dateEventsafter the reportingdate thatare classifiedasadjustingeventshavebeenaccounted for in thefinancialstatements.Theeventsafterthereportingdatethatareclassifiedasnon-adjustingeventsafterthe reporting date have been disclosed in the Notes to the Financial Statements.
 23.
 Principal-agent arrangementsThe Department is party to a principal-agent arrangement. In terms of the arrangement, the Department is the principal or agent. All related revenues, expenditures, assets and liabilities have been recognised or recorded in terms of the relevant policies listed herein. Additional disclosures have been provided in the notestothefinancialstatements,whereappropriate.
 24.
 Recoverable revenueAmountsarerecognisedasrecoverablerevenuewhenapaymentmadeinapreviousfinancialyearbecomesrecoverable fromadebtor in the current financial year. Amountsareeither transferred to theNational orProvincial Revenue Fund when recovered or are transferred to the Statement of Financial Performance when written off.
 25.
 Related party transactionsA related party transaction is a transfer of resources, services or obligations between the reporting entity and a related party. Related party transactions within the Minister’s portfolio are recorded in the Notes to the Financial Statements when the transaction is not at arm’s length.
 Key management personnel are those persons having the authority and responsibility for planning, directing and controlling the activities of the Department. The number of individuals and their full compensation are recorded in the Notes to the Financial Statements.
 26.
 Public-private partnershipsPublic-privatepartnerships (PPP)areaccounted for, basedon thenatureand/or thesubstanceof thepartnership. The transaction is accounted for in accordance with the relevant accounting policies.
 Asummaryof thesignificanttermsofthePPPagreement, thepartiestotheagreement,andthedateofthe commencement thereof, together with the description and nature of the concession fees received, the unitary fees paid, and the rights and obligations of the Department, are recorded in the Notes to the Financial Statements.
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 NOTES TO THE ANNUAL FINANCIAL STATEMENTS
 1. Annual appropriation
 1.1 Annual appropriation
 2016/17 2015/16Final
 appropriationActual funds
 receivedFinal
 appropriationActual funds
 receivedR'000 R'000 R'000 R'000
 Administration 516006 516006 480 334 480 334
 Intergovernmental Coordination 28 639 28 639 46015 46015
 Expanded Public Works Programme 2319500 2319500 1953369 1953369
 Property and Construction Industry Policy and Research
 3553089 3553089 3742985 3742985
 Prestige Policy 95565 95565 89519 89519
 Total 6 512 799 6 512 799 6 312 222 6 312 222
 2. Departmental revenue
 Note 2016/17 2015/16R'000 R'000
 Sales of goods and services other than capital assets 2.1 1 261 985
 Interest, dividends and rent on land 2.2 12 361 2 300
 Sales of capital assets 2.3 70 9
 Transactionsinfinancialassetsandliabilities 2.4 916 3 812
 Departmental revenue collected 14 608 7 106
 2.1 Sales of goods and services other than capital assets
 Sales of goods and services produced by the Department 2 1 222 977
 Other sales 1 222 977
 Sales of scrap, waste and other used current goods 39 8
 Total 1 261 985
 2.2 Interest, dividends and rent on land
 Interest 12 361 2 300
 Total 12 361 2 300

Page 165
                        

Department of Public Works • Annual Report 2016/17163
 NATIONAL DEPARTMENT OF PUBLIC WORKS VOTE 11Annualfinancialstatementsfortheyearended31March2017
 NOTES TO THE ANNUAL FINANCIAL STATEMENTS
 2.3 Sales of capital assets
 Note 2016/17 2015/16R'000 R'000
 Tangible assets
 Interest 2 70 9
 Total 70 9
 2.4 Transactions in financial assets and liabilities
 Receivables 2 799 3 344
 Other receipts, including recoverable revenue 117 468
 Total 916 3 812
 3. Compensation of employees
 3.1 Salaries and wages
 Salaries and wages 3
 Basic salary 294 147 294 608
 Performance award 4 662 4 204
 Service-based 158 358
 Compensative/circumstantial 17675 13 448
 Periodic payments 912 646
 Other non-pensionable allowances 76 343 79 848
 Total 393 897 393 112
 3.2 Social contributions
 Social contributions 3
 Pension 33 711 32 170
 Medical 11158 10519
 Bargaining council 61 57
 Total 44 930 42 746
 Total compensation of employees 438 827 435 858
 Average number of employees 1 270 1 540
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 4. Goods and services
 Note 2016/17 2015/16R'000 R'000
 Administrative fees 1 429 1 162
 Advertising 4 277 7 389
 Minor assets 4.1 3 399 3 447
 Bursaries(employees) 48 147
 Catering 1 724 1 866
 Communication 5912 12 644
 Computer services 4.2 31585 40 200
 Consultants:Businessandadvisoryservices 25700 26 214
 Infrastructure and planning services 32 222 25340
 Legal services 17 402 14 987
 Contractors 22 766 43599
 Agency and support or outsourced services 90 920 98 892
 Entertainment 160 177
 Audit cost – external 4.3 9605 16 420
 Fleet services 2 134 1 914
 Consumables 4.4 11 729 7553
 Operating leases 20520 3 920
 Property payments 4.5 27485 1 390
 Rental and hiring 1 139 245
 Travel and subsistence 4.6 38 809 43543
 Venues and facilities 5117 3035
 Training and development 6 168 5083
 Other operating expenditure 4.7 5842 5295
 Total 366 092 364 462
 4.1 Minor assets
 Tangible assets 4 3 399 3 447
 Total 3 399 3 447
 4.2 Computer services
 SITA computer services 4 10 492 28 188
 External computer service providers 21 093 12 012
 Total 31 585 40 200
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 4.3 Audit cost – external
 Note 2016/17 2015/16R'000 R'000
 Regularity audits 9605 16 420
 Total 9 605 16 420
 4.4 Consumables
 Consumable supplies 4 5 651 2 071
 Uniform and clothing 1 020 925
 Household supplies 1 002 216
 Building material and supplies 1 340 170
 Communication accessories 8 1
 IT consumables 2 242 211
 Other consumables 39 548
 Stationery,printingandofficesupplies 6 078 5482
 Total 11 729 7 553
 4.5 Property payments
 4
 Municipal services 19085 –
 Property management fees 954 –
 Property maintenance and repairs 7 446 –
 Other – 1 390
 Total 27 485 1 390
 4.6 Travel and subsistence
 4
 Local 37 674 41542
 Foreign 1135 2 001
 Total 38 809 43 543
 4.7 Other operating expenditure
 4
 Professional bodies, membership and subscription fees 2 621 1 634
 Resettlement costs 136 397
 Other 3085 3 264
 Total 5 842 5 295
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 5. Interest
 Note 2016/17 2015/16R'000 R'000
 Interest paid – 1573
 Total – 1 573
 6. Payments for financial assets
 Other material losses written off 6.1 1 037 32 080
 Debts written off 6.2 362 12 323
 Total 1 399 44 403
 6.1 Other material losses written off
 Recoverable expenditure 6 1 037 32 080
 Total 1 037 32 080
 6.2 Other debt written off
 Nature of losses 6
 BAS Debts 362 12 323
 Total 362 12 323
 7. Transfers and subsidies
 Provinces and municipalities 34,35 1425666 1 139 399
 Departmental agencies and accounts Annex 1B 3507344 3653519
 Foreign governments and international organisations Annex 1D 28 234 23 363
 Public corporations and private enterprises Annex 1C - 50000
 Non-profitinstitutions Annex 1E 600 427 535147
 Households Annex 1F 9579 9 886
 Total 5 571 250 5 411 314
 Unspent funds transferred to the above beneficiaries 173 975 130 999
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 8. Expenditure for capital assets
 Note 2016/17 2015/16R'000 R'000
 Tangible assets 19 722 23 180
 Machinery and equipment 30.1 19 722 23 180
 Intangible assets 6 057 357
 Software 31.1 6057 357
 Total 25 779 23 537
 8.1 Analysis of funds utilised to acquire capital assets – 2016/17
 Voted funds TotalR'000 R'000
 Tangible assets 19 722 19 ,722
 Machinery and equipment 19 722 19 722
 Intangible assets 6 057 6 057
 Software 6057 6057
 Total 25 779 25 779
 8.2 Analysis of funds utilised to acquire capital assets – 2015/16
 Voted funds TotalR'000 R'000
 Tangible assets 23 180 23 180
 Machinery and equipment 23 180 23 180
 Intangible assets 357 357
 Software 357 357
 Total 23 537 23 537
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 8.3 Finance lease expenditure included in expenditure for capital assets
 Voted funds TotalR'000 R'000
 Tangible assets 4 040 3 644
 Machinery and equipment 4 040 3 644
 Total 4 040 3 644
 9. Unauthorised expenditure
 9.1 Reconciliation of unauthorised expenditure
 Note 2016/17 2015/16R'000 R'000
 Opening balance 261 169 261 169
 Prior period error – –
 As restated 261 169 261 169
 Unauthorisedexpenditure–discoveredincurrentyear(asrestated) – –
 Closing balance 261 169 261 169
 9.2 Analysis of unauthorised expenditure awaiting authorisation per economic classification
 Current 80755 80755
 Capital 178 087 178 087
 Transfers and subsidies 2 327 2 327
 Total 261 169 261 169
 9.3 Analysis of unauthorised expenditure awaiting authorisation per type
 Unauthorised expenditure relating to overspending of the vote or a main division within a vote
 83 082 83 082
 Unauthorised expenditure incurred not in accordance with the purpose of the vote or main division
 178 087 178 087
 Total 261 169 261 169
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 9.4 Details of unauthorised expenditure
 Incident Disciplinary steps taken/criminal proceedings R'000
 Unauthorised expenditure under capital expenditure incurred towards building schools, which is a provincial competency
 174 102
 Unauthorised expenditure on capital assets procured for the schools
 3985
 Overspending on compensation of employees 67135
 Overspending on goods and services 13 620
 Overspending on transfers and subsidies 2 327
 Total 261 169
 10. Cash and cash equivalents
 Note 2016/17 2015/16R'000 R'000
 Cash on hand 126 167
 Total 126 167
 11. Prepayments and advances
 11
 Travel and subsistence 22 149
 Prepayments(notexpensed) 11.2 4 324 6 237
 Advances paid 11.1 7 272 5031
 Total 11 618 11 417
 11.1 Advances paid
 11
 National departments – 12
 Public entities 6 732 5018
 Other entities 540 1
 Total 7 272 5 031
 11.2 Prepayments (Not expensed)
 11
 Goodsandservices 4 324 6 237
 Total 4 324 6 237
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 12. Receivables
 2016/17 2015/16Current Non-current Total Current Non-current Total
 Note R'000 R'000 R'000 R'000 R'000 R'000
 Claims recoverable
 12.1 574547 55413 629 960 457758 40055 497 813
 Recoverable expenditure
 12.2 145 286 431 184 326 510
 Staff debt 12.3 137 163 300 73 226 299
 Other debtors 12.4 52 2255 2 307 2 2 330 2 332
 Total 574 881 58 117 632 998 458 017 42 937 500 954
 12.1 Claims recoverable
 Note 2016/17 2015/1612 and Annex 3 R'000 R'000
 National departments 51894 40 221
 Provincial department 125 –
 Public entities 577941 457592
 Total 629 960 497 813
 12.2 Recoverable expenditure (disallowance accounts)
 Disallowance 12 387 406
 Private telephone 7 4
 Salary accounts 37 100
 Total 431 510
 12.3 Staff debt
 Personnel debt 13 300 299
 Total 300 299
 12.4 Other debtors
 Breachofcontract(bursaries) 12 2 307 2 332
 Total 2 307 2 332
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 12.5 Fruitless and wasteful expenditure
 Note 2016/17 2015/16R'000 R'000
 Opening balance 12 – 94
 Less amounts recovered – (94)
 Total – –
 12.6 Impairment of receivables
 Estimate of impairment of receivables 57817 2 269
 Total 57 817 2 269
 13. Voted funds to be surrendered to the Revenue Fund
 Opening balance 31 078 104 798
 As restated 31 078 104 798
 TransferfromStatementofFinancialPerformance(asrestated) 109453 31075
 Add:Unauthorisedexpenditureforcurrentyear 9 – –
 Voted funds not requested or not received – –
 Paid during the year (31076) (104795)
 Closing balance 109 455 31 078
 14. Departmental revenue and NRF Receipts to be surrendered to the Revenue Fund
 Opening balance 5 338 5 375
 As restated 5338 5375
 TransferfromStatementofFinancialPerformance(asrestated) 14 608 7 106
 Paid during the year (9064) (7143)
 Closing balance 10 882 5 338
 15. Bank overdraft
 ConsolidatedPaymaster-GeneralAccount 753659 648528
 Total 753 659 648 528
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 16. Payables – current
 Note 2016/17 2015/16R'000 R'000
 Advances received 16.1 22 208 79 393
 Clearing accounts 16.2 181 622
 Other payables 16.3 4358 3750
 Total 26 747 83 765
 16.1 Advances received
 National departments 22 188 79 147
 Provincial departments 20 246
 Total 22 208 79 393
 16.2 Clearing accounts
 Salaryincometax(payabletoSARS) 16 154 584
 Salary clearing accounts 27 38
 Total 181 622
 16.3 Other payables
 Funds received on behalf of the PMTE 649 192
 Unspent funds received from Northern Cape – 517
 Funds received from various departments on behalf of PVMB 2 770 3 041
 GMTrecoveriesaccidentcost 939 –
 Total 4 358 3 750
 17. Net cash flow available from operating activities
 Netsurplus/(deficit)asperStatementofFinancialPerformance 124 061 38 181
 Add back non-cash/cash movements not deemed operating activities (203694) (498178)
 (Increase)/decreaseinreceivables–current (132044) (416653)
 (Increase)/decreaseinprepaymentsandadvances (201) 1459
 Increase/(decrease)inpayables–current (57018) 5426
 Proceeds from sale of capital assets (70) (9)
 Expenditure on capital assets 25779 23537
 Surrenders to Revenue Fund (40140) (111938)
 Net cash flow generated by operating activities (79 633) (459 997)
 NATIONAL DEPARTMENT OF PUBLIC WORKS VOTE 11Annualfinancialstatementsfortheyearended31March2017
 NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Page 175
                        

Department of Public Works • Annual Report 2016/17173
 18. Reconciliation of cash and cash equivalents for cash flow purposes
 Note 2016/17 2015/16R'000 R'000
 ConsolidatedPaymaster-Generalaccount (753659) (648528)
 Cash on hand 126 167
 Total (753 533) (648 361)
 19. Contingent liabilities and contingent assets
 19.1 Contingent liabilities
 Note 2016/17 2015/1619 R'000 R'000
 Liable to NatureHousing loan guarantees Employees
 Annex 2A 13 13
 Claims against the department Annex 2B 874 10
 Intergovernmentalpayables(unconfirmedbalances) Annex 4 1 488 6 428
 Total 2 375 6 451
 19.2 Contingent assets
 Note19
 Non-security upgrades at President’s residence – 7 814
 Total – 7 814
 20. Commitments
 Current expenditureApproved and contracted 177 330 163 880
 Approved but not yet contracted – 2,746
 177 330 166 626Capital expenditureApproved and contracted 1 374 8951
 Approved but not yet contracted – 5266
 1 374 14 217
 Total 178 704 180 843
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 21. Accruals and payables not recognised
 21.1 Accruals
 Listed by economic classification30 days 30+ days Total Total
 Goodsandservices 27 234 877 28 111 23 301
 Transfers and subsidies – – – –
 Capital assets – – – –
 Other 30 – 30 25
 Total 27 264 877 28 141 23 326
 2016/17 2015/16R'000 R'000
 Listed by programme level
 Administration 1 860 14 123
 Intergovernmental Coordination 150 300
 Expanded Public Works Programme 26 009 8195
 Property and Construction Industry Policy and Research – 357
 Prestige Policy 122 351
 Total 28 141 23 326
 21.2 Payables not recognised
 Listed by economic classification30 days 30+ days Total Total
 Goodsandservices 18 672 2 690 21 362 25632
 Transfers and subsidies – – – 11
 Capital assets 195 – 195 9 480
 Other 181 – 181 –
 Total 19 048 2 690 21 738 35 123
 2016/17 2015/16R'000 R'000
 Listed by programme level
 Administration 10 061 20 028
 Intergovernmental Coordination 2815 345
 Expanded Public Works Programme 7 840 14257
 Property and Construction Industry Policy and Research 301 33
 Prestige Policy 721 460
 Total 21 738 35 123
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 Includedintheabovetotalsarethefollowing:
 Confirmedbalanceswithotherdepartments Annex 4 1537 2 848
 Confirmedbalanceswithothergovernmententities Annex 4 17 612 3 010
 Total 19 149 5 858
 22. Employee benefits
 Leave entitlement 20 776 18565
 Servicebonus(thirteenthcheque) 9 236 8 841
 Performance awards 7 077 5362
 Capped leave commitments 8 004 8 661
 Other 1 201 959
 Total 46 294 42 388
 At this stage, the Department is not able to reliably measure the long-term portion of the long service awards. The R21 million leaveentitlementrepresentsthedebitamounts.TherearealsocreditbalancesamountingtoR158000notincludedinthebalance.
 23. Lease commitments23.1 Operating leases expenditure
 2016/17
 Specialised military
 equipment
 Land Buildings and other
 fixed structures
 Machinery and
 equipment
 Total
 R'000 R'000 R'000 R'000 R'000
 Not later than 1 year – – 1459 – 1459
 Later than 1 year and not later than 5years
 – – – – -
 Total lease commitments – – 1 459 – 1 459
 2015/16
 Specialised military
 equipment
 Land Buildings and other
 fixed structures
 Machinery and
 equipment
 Total
 R'000 R'000 R'000 R'000 R'000
 Not later than 1 year – – 5760 – 5760
 Later than 1 year and not later than 5years
 – – 1459 – 1459
 Total lease commitments – – 7 219 – 7 219
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 23.2 Finance leases expenditure
 2016/17
 Specialised military
 equipment
 Land Buildings and other
 fixed structures
 Machinery and
 equipment
 Total
 R'000 R'000 R'000 R'000 R'000
 Not later than 1 year – – – 3 074 3 074
 Later than 1 year and not later than 5years
 – – – 2 420 2 420
 Total lease commitments – – – 5 494 5 494
 2015/16Specialised
 military equipment
 Land
 Buildings and other
 fixed structures
 Machinery and
 equipmentTotal
 R'000 R'000 R'000 R'000 R'000
 Not later than 1 year – – – 3653 3653
 Later than 1 year and not later than 5years
 – – – 1295 1295
 Total lease commitments – – – 4 948 4 948
 TheDepartmenthasenteredintofinanceleasearrangementsforcellphonesforaperiodoftwoyears,aswellasparticipating in a lease contract for photocopy machines arranged by National Treasury for three years. All the contracts have no escalation clauses and are procured via tender processes on expiry.
 24. Accrued departmental revenue
 Note 2016/17 2015/16R'000 R'000
 Interest, dividends and rent on land 1 416 1 711
 Total 1 416 1 711
 24.1 Analysis of accrued departmental revenue
 Opening balance 1 711 4 069
 Less:amountsreceived (10971) (46)
 Add:amountsrecognised 10 676 295
 Less:amountswrittenoff/reversedasirrecoverable – (2607)
 Closing balance 1 416 1 711
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 24.2 Impairment of accrued departmental revenue
 Note 2016/17 2015/16R'000 R'000
 Estimate of impairment of accrued departmental revenue – 1 193
 Total – 1 193
 25. Irregular expenditure
 25.1 Reconciliation of irregular expenditure
 Opening balance 358 680 366 366
 Prior period error – (9359)
 As restated 358680 357007
 Add:Irregularexpenditure–relatingtoprioryear – –
 Add:Irregularexpenditure–relatingtocurrentyear 169 1 673
 Less:Currentyearamountscondoned (18146) –
 Less:Amountsnotcondonedandrecoverable – –
 Less:Amountsnotcondonedandnotrecoverable (180850) –
 Closing balance 159 853 358 680
 Analysis of awaiting condonation per age classification
 Current year 169 1 673
 Prior years 159684 357007
 Total 159 853 358 680
 25.2 Details of irregular expenditure – current year
 Incident Disciplinary steps taken/criminal proceedings 2016/17R'000
 Deviationstoobtainthreequotationsnotjustifiable Letter sent to relevant managers for explanation 169
 Total 169
 25.3 Details of irregular expenditures condoned
 Incident Not condoned by (condoning authority) 2016/17R'000
 Finance lease extended without National Treasury approval
 National Treasury 13556
 Deviations incorrectly approved National Condonation Committee 4590
 Total 18 146
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 25.4 Details of irregular expenditures not recoverable (not condoned)
 Incident Not condoned by (condoning authority) 2016/17R'000
 Transfer payment to Agrément SA not approved by National Treasury
 National Treasury 56021
 Procurement of Facilities Management contract AccouningOfficer 124 708
 Payment on expired contract AccouningOfficer 121
 Total 180 850
 25.5 Details of irregular expenditures under investigation
 Incident 2016/17R'000
 Procurement processes not followed 153742
 Local content not applied 6 022
 Transfer payment increase to Commonwealth not approved by National Treasury 90
 Total 159 854
 25.6 Prior-period error
 Note 2015/16R'000
 Nature of prior-period error
 Relatingto2014/15(affectingtheopeningbalance) (9 359)
 PMTE transactions already transferred to PMTE (489)
 Transactions condoned in prior years (8870)
 Total prior period errors (9 359)
 Prior-period error includes an amount of R489 000, which was transferred to the PMTE in the previous years. An investigation was conducted and found prior-period errors amounting to R8.8 million.
 26. Fruitless and wasteful expenditure
 26.1 Reconciliation of fruitless and wasteful expenditure
 Note 2016/17 2015/16R'000 R'000
 Opening balance 2705 1065
 Prior period error – –
 As restated 2705 1065
 Fruitless and wasteful expenditure – relating to prior year – 67
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 Note 2016/17 2015/16R'000 R'000
 Fruitless and wasteful expenditure – relating to current year 10 1573
 Less:Amountsresolved – –
 Less:Amountstransferredtoreceivablesforrecovery 15.6 – –
 Closing balance 2 715 2 705
 26.2 Analysis of awaiting resolution per economic classification
 Current 2715 2705
 Total 2 715 2 705
 26.3 Analysis of current year's fruitless and wasteful expenditure
 Incident Disciplinary steps taken/criminal proceedings 2016/17R'000
 Catering payment processed for the cancelled meeting
 Under investigation 10
 Total 10
 27. Related party transactions
 Related parties to the Department
 Thefollowingentities/departmentshavebeenidentifiedasrelatedpartiesoftheDepartment:
 a)IndependentDevelopmentTrust(IDT):Governmentdevelopmentagencytoimplementprojectscommissionedbygovernment.
 b)ParliamentaryVillageManagementBoard:Providestransporttoandfromtheparliamentaryvillagesforresidents(parliamentariansandsessionalofficials)whoareinCapeTown.
 c)AgrémentSouthAfrica:Promotesandsupportstheprocessofintegratedsocio-economicdevelopmentinSouthAfrica.
 d)CouncilfortheBuiltEnvironment:Overseesbuiltenvironmentprofessionalcouncils.e) Construction Industry Development Board: Provides strategic direction for sustainable growth, reform and
 improvements of the construction sector and its role in the economy.f)PMTE:Managesdevolvedaccommodation-relatedcostsandusercharges.
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 Related-parties transactions
 1. Independent Development Trust
 The management fee (identified as a non-arm’s length transaction) and the contract cost are disclosed above. Themanagement fee structure varies per project depending on the duration, complexity and labour required and is embedded in the contract cost of the projects undertaken by the IDT for the Department.
 2. PMTE
 The PMTE operates within the administration of the DPW and, as such, all contracts are entered into in the name of the DPW. The liabilities and obligations arising from these transactions are accounted for by the PMTE if it relates to the PMTE's operating activities as these liabilities will be settled using the PMTE's funds and resources.
 2.1 Details of in-kind goods and services provided or received
 Indirect cost
 Indirect costs include the sharing of administrative services between the Department and the PMTE. The nature of the transactionsresultedindifficultiesinreliablydeterminingthevalueoftheindirectcostspaidonbehalfofthePMTEduetothe operational structure and functions between the Department and the PMTE.
 28. Key management personnel
 Number of individuals 2016/17 2015/16R'000 R'000
 Politicalofficebearers 2 4 227 4253
 Officials:
 Level15to16 8 10 867 18345
 Level14(includingCFOifatalowerlevel) 25 28519 29 082
 Secondments 8 10575 9530
 Total 54 188 61 210
 ThepoliticalofficebearersaretheMinisterandDeputyMinister.
 29. Public-private partnership
 2016/17 2015/16R'000 R'000
 Unitary fee paid 6 329 5 438
 Fixed component – 141
 Indexed component 6 329 5297
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 2016/17 2015/16R'000 R'000
 Analysis of indexed component 6 330 5 298
 Goodsandservices(excludingleasepayments) 1753 1 709
 Operating leases 4577 3589
 Capital/(liabilities) – 141
 Tangible rights – 141
 Other 1 566 1 367
 Other obligations 1566 1 367
 Any guarantees issued by the Department are disclosed in note 19.1
 TheDepartmentparticipatesinthefleetcontractthroughtheDepartmentofTransportprovidedbyPhakisa.Thecurrentcontractoperatesonamonth-to-monthbasisfrom1December2015foraperiodnotlongerthan15months,expiringinFebruary 2017. Included in other obligations is an amount of R1.6 million for operating lease commitments amounting to R200 000 and accruals amounting to R1.4 million.
 30. Movable tangible capital assets
 Movement in movable tangible capital assets per asset register for the year ended 31 March 2017
 Opening balance
 Value adjustments
 Additions Disposals Closing balance
 R'000 R'000 R'000 R'000 R'000
 Heritage assets 112 826 – 397 170 113 053
 Heritage assets 112 826 – 397 170 113053
 Machinery and equipment 285 705 – 20 221 21 340 284 586
 Transport assets 4 047 – – 643 3 404
 Computer equipment 58133 – 3 877 10584 51426
 Furnitureandofficeequipment 202657 – 9 626 7 601 204 682
 Other machinery and equipment 20 868 – 6 718 2512 25074
 Total movable tangible capital assets 398 531 – 20 618 21 510 397 639
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 30.1 Additions
 Additions to movable tangible capital assets per asset register for the year ended 31 March 2017
 Cash Non-cash (Capital work in progress
 current costs and finance
 lease payments)
 Received current, not paid
 (paid current year, received
 prior year)
 Total
 R'000 R'000 R'000 R'000 R'000
 Heritage assets – 397 – – 397
 Heritage assets – 397 – – 397
 Machinery and equipment 19 722 5 608 (4 040) (1 069) 20 221
 Computer equipment 3 044 833 – – 3 877
 Furnitureandofficeequipment 8 648 2 071 – (1093) 9 626
 Other machinery and equipment 8 030 2 704 (4040) 24 6 718
 Total additions to movable tangible capital assets
 19 722 6 005 (4 040) (1 069) 20 618
 30.2 Disposals
 Disposals of movable tangible capital assets per asset register for the year ended 31 March 2017
 Sold for cash
 Non-cash disposal
 Total disposals
 Cash received
 actual
 R'000 R'000 R'000 R'000
 Heritage assets – 170 170 –
 Heritage assets – 170 170 –
 Machinery and equipment 643 20 697 21 340 70
 Transport assets 643 – 643 70
 Computer equipment – 10584 10584 –
 Furnitureandofficeequipment – 7 601 7 601 –
 Other machinery and equipment – 2512 2512 –
 Total disposal of movable tangible capital assets
 643 20 867 21 510 70
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 30.3 Movement for 2015/16
 Movement in tangible capital assets per asset register for the year ended 31 March 2016
 Opening balance
 Prior period error
 Additions Disposals Closing balance
 R'000 R'000 R'000 R'000 R'000
 Heritage assets 111 703 1 200 195 272 112 826
 Heritage assets 111 703 1 200 195 272 112 826
 Machinery and equipment 272 438 (1 233) 23 557 9 057 285 705
 Transport assets 3 138 – 918 9 4 047
 Computer equipment 50706 19 8 717 1 309 58133
 Furnitureandofficeequipment 198 112 (1273) 11952 6 134 202657
 Other machinery and equipment 20 482 21 1 970 1605 20 868
 Total movable tangible capital assets 384 141 (33) 23 752 9 329 398 531
 30.3.1 Prior-period error
 Note 2015/16R'000
 Nature of prior period error
 Relating to 2013/14 (affecting the opening balance) (33)
 Computer equipment 1 200
 Furnitureandofficeequipment (1254)
 Other machinery and equipment 21
 Relating to 2015/16 (145)
 Heritage assets 170
 Computer equipment (410)
 Other machinery and equipment 95
 Total prior-period errors (178)
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 30.4 Minor assets
 Movement in minor assets per the asset register for the year ended as at 31 March 2017
 Specialised military assets
 Intangible assets
 Heritage assets
 Machinery and
 equipment
 Biological assets
 Total
 R'000 R'000 R'000 R'000 R'000 R'000
 Opening balance – – 3 833 110560 – 114 393
 Value adjust Additions
 – – – 3 778 – 3 778
 Disposals – – – 4 176 – 4 176
 Total minor assets – – 3 833 110 162 – 113 995
 Specialised military assets
 Intangible assets
 Heritage assets
 Machinery and
 equipment
 Biological assets
 Total
 R'000 R'000 R'000 R'000 R'000 R'000
 Number of R1 minor assets
 – – – 3 108 – 3 108
 Number of minor assets at cost
 – – 1 963 60 892 – 62855
 Total number of minor assets
 – – 1 963 64 000 – 65 963
 Movement in minor assets per the asset register for the year ended as at 31 March 2016
 Specialised military assets
 Intangible assets
 Heritage assets
 Machinery and
 equipment
 Biological assets
 Total
 R'000 R'000 R'000 R'000 R'000 R'000
 Opening balance – – 3 830 110 463 114 293
 Prior period error – –
 Additions – – 8 5943 5951
 Disposals – – 5 5846 5851
 Total minor assets – – 3 833 110 560 – 114 393
 Specialised military assets
 Intangible assets
 Heritage assets
 Machinery and
 equipment
 Biological assets
 Total
 R'000 R'000 R'000 R'000 R'000 R'000
 Number of R1 minor assets
 – – – 3 312 3 312
 Number of minor assets at cost
 – – 1 963 61501 63 464
 Total number of minor assets
 – – 1 963 64 813 66 776
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 30.4.1 Prior-period error
 Note 2015/16R'000
 Nature of prior period error
 Relating to 2014/15 (affecting the opening balance) –
 Heritage assets (1740)
 Machinery and equipment 1 740
 Relating to 2015/16 (20)
 Machinery and equipment (20)
 Total prior-period errors (20)
 31. Intangible capital assets
 Movement in intangible capital assets per asset register for the year ended 31 March 2017
 Opening balance
 Value adjustments
 Additions Disposals Closing balance
 R'000 R'000 R'000 R'000 R'000
 Software 59989 – 6057 – 66 046
 Total intangible capital assets 59 989 – 6 057 – 66 046
 31.1 Additions
 Additions to intangible capital assets per asset register for the year ended 31 March 2017
 Sold for cash Non-cash disposal
 (Develop-ment work in progress –
 current costs)
 Received current year, not paid (paid current year, received
 prior year)
 Total
 R'000 R'000 R'000 R'000 R'000
 Software 6057 – – – 6057
 Total additions to intangible capital assets
 6 057 – – – 6 057
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 31.2 Movement for 2015/16
 Movement in intangible capital assets per asset register for the year ended 31 March 2016
 Opening balance
 Prior period error
 Additions Disposals Closing balance
 R'000 R'000 R'000 R'000 R'000
 Software 59640 – 357 8 59989
 Total intangible capital assets 59 640 – 357 8 59 989
 32. Principal-agent arrangement
 32.1 Department acting as the principal
 2016/17 2015/16R'000 R'000
 International Labour Organisation 2528 1350
 Independent Development Trust 2 641 3450
 IndependentDevelopmentTrust(non-statesector) 11 884 11275
 Total 17 053 16 075
 TheDepartmenthasanarrangementwiththefollowingentities:• GovernmentCommunicationandInformationSystem(GCIS):Placementofadvertsfortheconsolidationofprocurement
 with service providers. The Department does not pay any management fee for this service. • InternationalLabourOrganisation(ILO):TheILOassiststheDepartmentwithcapacityandbestpracticemethodologyfor
 theimplementationoftheEPWPprojects.TheILOreceives13%ofthedirectprojectcost.• IndependentDevelopmentTrust(IDT):ConstructionofstrategicpriorityprojectsoftheDepartment.TheIDTreceives10%
 of the project cost for project management services provided.
 33. Department acting as the agent33.1 Department acting as the principal
 Category of revenue or expenditure per arrangement Total funds received
 Expenditure incurred
 against fundsR'000 R’000
 National Department of Higher Education and Training 73 040 (55186)
 Eastern Cape Provincial Department of Roads and Public Works 8500 (8480)
 Total 81 540 (63 666)
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 33.2 Reconciliation of carrying amount of receivables and payables – 2016/17 receivables
 Opening balance
 Less: Write-offs/
 settlements/waivers
 Closing balance
 R'000 R'000 R'000
 National Department of Basic Education 51802 – 51802
 Total intangible capital assets 51 802 – 51 802
 34. Prior-period errors
 Correction of prior period errors Note 2015/16R'000
 Expenditure
 Irregular expenditure 9359
 Net effect 9 359
 Prior-period error includes an amount of R489 000, which was transferred to the PMTE in the previous years. An investigation was conducted and found prior-period errors amounting to R8.8 million.
 Note 2015/16R'000
 Assets:
 Movable assets 178
 Minor assets 20
 Net effect 198
 Movable assets:Prior error is due to incorrect classification of assets identified during the audit process, aswell as pricechanges.
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 ––
 3 3
 38
 3 3
 38
 ––
 Mtu
 batu
 ba
 1 4
 08
 ––
 1 4
 08
 1 4
 08
 ––
 Big%Hlabisa(H
 labisaandTheBig5FalseBay)
 3545
 ––
 3545
 3545
 ––
 Um
 khan
 yaku
 de D
 istri
 ct M
 unic
 ipal
 ity
 1 2
 93
 ––
 1 2
 93
 1 2
 93
 ––
 Mfo
 lozi
 1
 649
 –
 – 1
 649
 1
 649
 –
 –
 New
 Municipality(uMhlathuzeandW
 5–8ofNtambanana)
 5061
 ––
 5061
 5061
 ––
 uMla
 lazi
 2
 924
 –
 – 2
 924
 2
 924
 –
 –
 Mth
 onja
 neni
 (Mth
 onja
 neni
 and
 W1
 –4ofNtambanana)
 2 1
 61
 ––
 2 1
 61
 2 1
 61
 ––
 Nka
 ndla
 2
 149
 –
 – 2
 149
 2
 149
 –
 –
 uThu
 ngul
 u D
 istri
 ct M
 unic
 ipal
 ity
 5466
 ––
 5466
 5466
 ––
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 Fund
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 iona
 l Tre
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 tiona
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 artm
 ent
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00
 Man
 deni
 2055
 ––
 2055
 2055
 ––
 Kw
 aDuk
 uza
 1285
 ––
 1285
 1285
 ––
 Ndw
 edw
 e 1
 791
 –
 – 1
 791
 1
 791
 –
 –
 Map
 hum
 ulo
 1 2
 61
 ––
 1 2
 61
 1 2
 61
 ––
 iLem
 be D
 istri
 ct M
 unic
 ipal
 ity
 1850
 ––
 1850
 1850
 ––
 GreaterKokstad
 1 6
 19
 ––
 1 6
 19
 1 6
 19
 ––
 Ubu
 hleb
 ezw
 e 1985
 ––
 1985
 1985
 ––
 Um
 zim
 khul
 u 1
 299
 –
 – 1
 299
 1
 299
 –
 –
 NkosazanaDlamini-Zum
 a(KwaSaniandIngw
 e)
 2 1
 91
 ––
 2 1
 91
 2 1
 91
 ––
 HarryGwala/SisonkeDistrictMunicipality
 3 3
 64
 ––
 3 3
 64
 3 3
 64
 ––
 GreaterGiyani
 1158
 ––
 1158
 1158
 ––
 GreaterLetaba
 1405
 ––
 1405
 1405
 ––
 GreaterTzaneen
 1 9
 49
 ––
 1 9
 49
 1 9
 49
 ––
 Ba-
 Pha
 labo
 rwa
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Mar
 ulen
 g 1
 000
 –
 – 1
 000
 1
 000
 –
 –
 Mop
 ani D
 istri
 ct M
 unic
 ipal
 ity
 1 9
 43
 ––
 1 9
 43
 1 9
 43
 ––
 Musina(MusinaandpartsofM
 utale)
 1 8
 79
 ––
 1 8
 79
 1 8
 79
 ––
 Thulam
 ela(ThulamelaandpartsofM
 utale)
 2 9
 86
 ––
 2 9
 86
 2 9
 86
 ––
 Mak
 hado
 1
 281
 –
 – 1
 281
 1
 281
 –
 –
 Vhe
 mbe
 Dis
 trict
 Mun
 icip
 ality
 3
 462
 –
 – 3
 462
 3
 462
 –
 –
 Blouberg(BloubergandpartsofA
 ganang)
 1 8
 08
 ––
 1 8
 08
 1 8
 08
 ––
 Molem
 ole(Molem
 oleandpartsofA
 ganang)
 1 3
 82
 ––
 1 3
 82
 1 3
 82
 ––
 Polokwane(P
 olokwaneandpartsofA
 ganang)
 5975
 ––
 5975
 5975
 ––
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 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00
 Lepe
 le-N
 kum
 pi
 1295
 ––
 1295
 1295
 ––
 Cap
 ricor
 n D
 istri
 ct M
 unic
 ipal
 ity
 2 9
 22
 ––
 2 9
 22
 2 9
 22
 ––
 Thab
 azim
 bi
 2 0
 70
 ––
 2 0
 70
 2 0
 70
 ––
 Leph
 alal
 e 1215
 ––
 1215
 1215
 ––
 Bel
 a-B
 ela
 1 0
 82
 ––
 1 0
 82
 1 0
 82
 ––
 Mog
 alak
 wen
 a 2
 073
 –
 – 2
 073
 2
 073
 –
 –
 Modimolle(M
 odimolleandMookgopong)
 2 3
 02
 ––
 2 3
 02
 2 3
 02
 ––
 Wat
 erbe
 rg D
 istri
 ct M
 unic
 ipal
 ity
 1 1
 02
 ––
 1 1
 02
 1 1
 02
 ––
 Eph
 raim
 Mog
 ale
 1258
 ––
 1258
 1258
 ––
 Elia
 s M
 otso
 aled
 i 1095
 ––
 1095
 1095
 ––
 Mak
 hudu
 tham
 aga
 1505
 ––
 1505
 1505
 ––
 New
 Municipality(F
 etakgomoandGreaterTubatse)
 2 1
 21
 ––
 2 1
 21
 2 1
 21
 ––
 Sek
 hukh
 une
 Dis
 trict
 Mun
 icip
 ality
 1539
 ––
 1539
 1539
 ––
 Alb
 ert L
 uthu
 li 3
 304
 –
 – 3
 304
 3
 304
 –
 –
 Msu
 kalig
 wa
 1 3
 76
 ––
 1 3
 76
 1 3
 76
 ––
 Mkh
 ondo
 2452
 ––
 2452
 2452
 ––
 Pix
 ley
 Ka
 Sem
 e 1
 702
 –
 – 1
 702
 1
 702
 –
 –
 Lekw
 a 1
 012
 –
 – 1
 012
 1
 012
 –
 –
 Dip
 ales
 eng
 1510
 ––
 1510
 1510
 ––
 GovanMbeki
 2568
 ––
 2568
 2568
 ––
 GertS
 ibandeDistrictMunicipality
 3 1
 13
 ––
 3 1
 13
 3 1
 13
 ––
 Vict
 or K
 hany
 e 2
 040
 –
 – 2
 040
 2
 040
 –
 –
 Emalahleni(M
 pumalanga)
 2 8
 91
 ––
 2 8
 91
 2 8
 91
 ––
 Ste
 ve T
 shw
 ete
 2 1
 03
 ––
 2 1
 03
 2 1
 03
 ––
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 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00
 Em
 akha
 zeni
 1
 217
 –
 – 1
 217
 1
 217
 –
 –
 Them
 bisi
 le H
 ani
 2 2
 44
 ––
 2 2
 44
 2 2
 44
 ––
 Dr J
 S M
 orok
 a 4257
 ––
 4257
 4257
 ––
 Nka
 ngal
 a D
 istri
 ct M
 unic
 ipal
 ity
 2 3
 18
 ––
 2 3
 18
 2 3
 18
 ––
 Thab
 a C
 hweu
 1
 683
 –
 – 1
 683
 1
 683
 –
 –
 Nko
 maz
 i 5917
 ––
 5917
 5917
 ––
 Bus
 hbuc
 krid
 ge
 3 7
 80
 ––
 3 7
 80
 3 7
 80
 ––
 CityofM
 bombela(M
 bombelaandUmjindi)
 5686
 ––
 5686
 5686
 ––
 Ehl
 anze
 ni D
 istri
 ct M
 unic
 ipal
 ity
 2 2
 74
 ––
 2 2
 74
 2 2
 74
 ––
 Ric
 hter
 svel
 d 1
 000
 –
 – 1
 000
 1
 000
 –
 –
 Nam
 a K
 hoi
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Kam
 iesb
 erg
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Han
 tam
 1
 127
 –
 – 1
 127
 1
 127
 –
 –
 Kar
 oo H
 oogl
 and
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Khâ
 i-Ma
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Nam
 akw
 a D
 istri
 ct M
 unic
 ipal
 ity
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Ubu
 ntu
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Um
 sobo
 mvu
 1
 000
 –
 – 1
 000
 1
 000
 –
 –
 Em
 than
 jeni
 1
 000
 –
 – 1
 000
 1
 000
 –
 –
 Kar
 eebe
 rg
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Ren
 oste
 rber
 g 1
 000
 –
 – 1
 000
 1
 000
 –
 –
 Them
 belih
 le
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Siy
 athe
 mba
 1
 000
 –
 – 1
 000
 1
 000
 –
 –
 Siy
 ancu
 ma
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
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 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00
 Pix
 ley
 Ka
 Sem
 e D
 istri
 ct M
 unic
 ipal
 ity
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Kai!G
 arib
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 !Khe
 is
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Tsan
 tsab
 ane
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Kga
 telo
 pele
 1
 000
 –
 – 1
 000
 1
 000
 –
 –
 New
 Municipality(M
 ierand//KharaHais)
 2 0
 00
 ––
 2 0
 00
 2 0
 00
 ––
 ZF M
 gcaw
 u/S
 iyan
 da D
 istri
 ct M
 unic
 ipal
 ity
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Sol
 Pla
 atjie
 5574
 ––
 5574
 5574
 ––
 Dik
 gatlo
 ng
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Mag
 aren
 g 1
 000
 –
 – 1
 000
 1
 000
 –
 –
 Pho
 kwan
 e 1
 037
 –
 – 1
 037
 1
 037
 –
 –
 Fran
 ces
 Baa
 rd D
 istri
 ct M
 unic
 ipal
 ity
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Joe
 Mor
 olon
 g 1050
 ––
 1050
 1050
 ––
 Ga-Segonyana
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Gam
 agara
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 JohnTaoloGaetsew
 eDistrictMunicipality
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Mor
 etel
 e 4
 228
 –
 – 4
 228
 4
 228
 –
 –
 Mad
 iben
 g 1545
 ––
 1545
 1545
 ––
 Rus
 tenb
 urg
 4 2
 19
 ––
 4 2
 19
 4 2
 19
 ––
 Kge
 tleng
 rivie
 r 1
 737
 –
 – 1
 737
 1
 737
 –
 –
 Mos
 es K
 otan
 e 2735
 ––
 2735
 2735
 ––
 Boj
 anal
 a P
 latin
 um D
 istri
 ct M
 unic
 ipal
 ity
 1557
 ––
 1557
 1557
 ––
 Rat
 lou
 1 4
 33
 ––
 1 4
 33
 1 4
 33
 ––
 Tsw
 aing
 1
 330
 –
 – 1
 330
 1
 330
 –
 –
 Mafikeng
 3 6
 72
 ––
 3 6
 72
 3 6
 72
 ––
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 Nam
 e of
 Mun
 icip
 ality
 Gra
 nt a
 lloca
 tion
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 sfer
 Div
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 fer
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 e-al
 loca
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 iona
 l Tre
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 y or
 na
 tiona
 l dep
 artm
 ent
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00
 Dits
 obot
 la
 1 0
 38
 ––
 1 0
 38
 1 0
 38
 ––
 Ram
 otsh
 ere
 Moi
 loa
 1 1
 04
 ––
 1 1
 04
 1 1
 04
 ––
 Nga
 ka M
 odiri
 Mol
 ema
 Dis
 trict
 Mun
 icip
 ality
 1
 601
 –
 – 1
 601
 1
 601
 –
 –
 Naledi(NorthW
 est)
 1 8
 84
 ––
 1 8
 84
 1 8
 84
 ––
 Mam
 usa
 1 0
 78
 ––
 1 0
 78
 1 0
 78
 ––
 GreaterTaung
 1352
 ––
 1352
 1352
 ––
 Lekw
 a-Te
 eman
 e 1
 000
 –
 – 1
 000
 1
 000
 –
 –
 Kag
 isan
 o/M
 olop
 o 1025
 ––
 1025
 1025
 ––
 Dr R
 uth
 Seg
 omot
 si M
 ompa
 ti D
 istri
 ct M
 unic
 ipal
 ity
 2 2
 73
 ––
 2 2
 73
 2 2
 73
 ––
 City
 of M
 atlo
 sana
 1656
 ––
 1656
 1656
 ––
 Maq
 uass
 i Hill
 s 1
 083
 –
 – 1
 083
 1
 083
 –
 –
 New
 Municipality(V
 enterdorpandTlokwe)
 3 4
 21
 ––
 3 4
 21
 3 4
 21
 ––
 Dr K
 enne
 th K
 aund
 a D
 istri
 ct M
 unic
 ipal
 ity
 1 4
 79
 ––
 1 4
 79
 1 4
 79
 ––
 City
 of C
 ape
 Tow
 n 3
 1 74
 0 –
 – 3
 1 74
 0 3
 1 74
 0 –
 –
 Mat
 zika
 ma
 1 1
 19
 ––
 1 1
 19
 1 1
 19
 ––
 Ced
 erbe
 rg
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Ber
 griv
 ier
 1 1
 41
 ––
 1 1
 41
 1 1
 41
 ––
 Sal
 danh
 a B
 ay
 1 0
 71
 ––
 1 0
 71
 1 0
 71
 ––
 Sw
 artla
 nd
 1 4
 60
 ––
 1 4
 60
 1 4
 60
 ––
 Wes
 t Coa
 st D
 istri
 ct M
 unic
 ipal
 ity
 1 0
 36
 ––
 1 0
 36
 1 0
 36
 ––
 Witz
 enbe
 rg
 1 3
 36
 ––
 1 3
 36
 1 3
 36
 ––
 Dra
 kens
 tein
 1352
 ––
 1352
 1352
 ––
 Ste
 llenb
 osch
 1758
 ––
 1758
 1758
 ––
 Bre
 ede
 Valle
 y 1
 291
 –
 – 1
 291
 1
 291
 –
 –
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 Nat
 iona
 l Tre
 asur
 y or
 na
 tiona
 l dep
 artm
 ent
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00
 Lang
 eber
 g 1759
 ––
 1759
 1759
 ––
 Cap
 e W
 inel
 ands
 Dis
 trict
 Mun
 icip
 ality
 1
 000
 –
 – 1
 000
 1
 000
 –
 –
 Thee
 wat
 ersk
 loof
 1
 104
 –
 – 1
 104
 1
 104
 –
 –
 Ove
 rstra
 nd
 1 9
 22
 ––
 1 9
 22
 1 9
 22
 ––
 Cap
 e A
 gulh
 as
 1 2
 10
 ––
 1 2
 10
 1 2
 10
 ––
 Sw
 elle
 ndam
 1
 177
 –
 – 1
 177
 1
 177
 –
 –
 Ove
 rber
 g D
 istri
 ct M
 unic
 ipal
 ity
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Kan
 nala
 nd
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 Hes
 sequ
 a 1
 088
 –
 – 1
 088
 1
 088
 –
 –
 Mos
 sel B
 ay
 1 8
 39
 ––
 1 8
 39
 1 8
 39
 ––
 George
 4 0
 14
 ––
 4 0
 14
 4 0
 14
 ––
 Oud
 tsho
 orn
 2 4
 48
 ––
 2 4
 48
 2 4
 48
 –-
 Bito
 u 1
 869
 –
 – 1
 869
 1
 869
 –
 -
 Kny
 sna
 1 2
 92
 ––
 1 2
 92
 1 2
 92
 –-
 Ede
 n D
 istri
 ct M
 unic
 ipal
 ity
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 –-
 Lain
 gsbu
 rg
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 –-
 Prin
 ce A
 lber
 t 1
 000
 –
 – 1
 000
 1
 000
 –
 -
 Bea
 ufor
 t Wes
 t 1
 617
 –
 – 1
 617
 1
 617
 –
 -
 Cen
 tral K
 aroo
 Dis
 trict
 Mun
 icip
 ality
 1
 000
 –
 – 1
 000
 1
 000
 –
 -
 Tota
 l 6
 63 9
 91
 ––
 663
 991
 6
 63 9
 91
 ––
 TheDepartmentcertifiesthatalltransferstoMunicipalitiesweredepositedintotheprimarybankaccountintermsoftheDivisionofRevenueAct.
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 AN
 NE
 XU
 RE
 1A
 STAT
 EMEN
 T O
 F C
 ON
 DIT
 ION
 AL
 GR
 AN
 TS A
 ND
 OTH
 ER T
 RA
 NSF
 ERS
 PAID
 TO
 MU
 NIC
 IPA
 LITI
 ES
 Gra
 nt a
 lloca
 tion
 Tran
 sfer
 Spen
 t20
 15/1
 6
 Div
 isio
 n of
 R
 even
 ueA
 ct
 Rol
 l-ove
 rsA
 djus
 tmen
 tsTo
 tal
 avai
 labl
 eA
 ctua
 l tr
 ansf
 erFu
 nds
 with
 held
 Re-
 allo
 catio
 ns
 by N
 atio
 nal
 Trea
 sury
 or
 nat
 iona
 l de
 partm
 ent
 Am
 ount
 re
 ceiv
 ed b
 y m
 unic
 ipal
 ity
 Am
 ount
 sp
 ent b
 ym
 unic
 ipal
 ity
 Perc
 enta
 ge
 of a
 vaila
 ble
 fund
 s
 spen
 t by
 mun
 icip
 ality
 Div
 isio
 nof
 Rev
 enue
 Act
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 %R
 '000
 R'0
 00%
 R'0
 00
 Buf
 falo
 City
 1
 188
 –
 – 1
 188
 1
 188
 –
 – 1
 188
 856
 72%
 1 1
 49
 Nel
 son
 Man
 dela
 Bay
 8
 496
 –
 – 8
 496
 8
 496
 –
 – 8
 496
 1
 926
 23%
 8 6
 64
 Cam
 debo
 o 3
 101
 –
 – 3
 101
 3
 101
 –
 – 3
 101
 6
 73
 22%
 1 0
 00
 Blu
 e C
 rane
 Rou
 te
 1 0
 08
 ––
 1 0
 08
 1 0
 08
 ––
 1 0
 08
 731
 73%
 1 0
 00
 Ikw
 ezi
 ––
 ––
 ––
 ––
 ––
 1 0
 00
 Mak
 ana
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 1 0
 00
 363
 36%
 1 0
 02
 Ndl
 ambe
 1
 000
 –
 – 1
 000
 1
 000
 –
 – 1
 000
 8
 04
 80%
 1 0
 00
 Sun
 days
 Riv
 er V
 alle
 y 1
 000
 –
 – 1
 000
 1
 000
 –
 – 1
 000
 752
 75%
 1 0
 00
 Bav
 iaan
 s –
 ––
 ––
 ––
 ––
 – 1
 018
 Kou
 ga
 1057
 ––
 1057
 1057
 ––
 1057
 1057
 100%
 1 0
 00
 Kou
 -Kam
 ma
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 1 0
 00
 635
 64%
 1 0
 00
 Cac
 adu
 Dis
 trict
 Mun
 icip
 ality
 /Sar
 ah
 Baa
 rtman
 1
 000
 –
 – 1
 000
 1
 000
 –
 – 1
 000
 1
 000
 100%
 1 1
 33
 Mbh
 ashe
 1
 144
 –
 – 1
 144
 1
 144
 –
 – 1
 144
 1
 144
 100%
 1052
 Mnq
 uma
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 1 0
 00
 1 ,0
 27
 103%
 1 0
 00
 GreatKei
 1 0
 00
 ––
 1 0
 00
 1 0
 00
 ––
 1 0
 00
 603
 60%
 1 0
 00
 NA
 TIO
 NA
 L D
 EPA
 RT
 ME
 NT
 OF
 PU
 BLI
 C W
 OR
 KS
 VO
 TE
 11
 Annualfinancialstatementsfortheyearended31March2017
 NO
 TE
 S T
 O T
 HE
 AN
 NU
 AL
 FIN
 AN
 CIA
 L S
 TAT
 EM
 EN
 TS
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 Gra
 nt a
 lloca
 tion
 Tran
 sfer
 Spen
 t20
 15/1
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 Div
 isio
 n of
 R
 even
 ueA
 ct
 Rol
 l-ove
 rsA
 djus
 tmen
 tsTo
 tal
 avai
 labl
 eA
 ctua
 l tr
 ansf
 erFu
 nds
 with
 held
 Re-
 allo
 catio
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 by N
 atio
 nal
 Trea
 sury
 or
 nat
 iona
 l de
 partm
 ent
 Am
 ount
 re
 ceiv
 ed b
 y m
 unic
 ipal
 ity
 Am
 ount
 sp
 ent b
 ym
 unic
 ipal
 ity
 Perc
 enta
 ge
 of a
 vaila
 ble
 fund
 s
 spen
 t by
 mun
 icip
 ality
 Div
 isio
 nof
 Rev
 enue
 Act
 R'0
 00R
 '000
 R'0
 00R
 '000
 R'0
 00R
 '000
 %R
 '000
 R'0
 00%
 R'0
 00
 Am
 ahla
 thi
 1 0
 62
 ––
 1 0
 62
 1 0
 62
 ––
 1 0
 62
 1055
 99%
 1056
 Ngq
 ushw
 a 1
 000
 –
 – 1
 000
 1
 000
 –
 – 1
 000
 7
 32
 73%
 1 0
 00
 Ray
 mon
 d M
 hlab
 a
 (NkonkobeandNonkobe)
 2 1
 67
 ––
 2 1
 67
 2 1
 67
 ––
 2 1
 67
 1 4
 41
 66%
 1 0
 41
 Nxu
 ba
 ––
 ––
 ––
 ––
 ––
 1 0
 00
 Am
 atho
 le D
 istri
 ct M
 unic
 ipal
 ity
 2 2
 97
 ––
 2 2
 97
 2 2
 97
 ––
 2 2
 97
 1 9
 78
 86%
 2 6
 67
 InxubaYethemba
 1 4
 79
 ––
 1 4
 79
 1 4
 79
 ––
 1 4
 79
 1 4
 79
 100%
 1 3
 08
 Tsol
 wan
 a –
 ––
 ––
 ––
 ––
 – 1
 060
 Inkw
 anca
 –
 ––
 ––
 ––
 ––
 – 1
 000
 Luka
 nji
 ––
 ––
 ––
 ––
 ––
 1529
 IntsikaYethu
 1 3
 11
 ––
 1 3
 11
 1 3
 11
 ––
 1 3
 11
 812
 62%
 1 2
 71
 Emalahleni(E
 asternCape)
 1415
 ––
 1415
 1415
 ––
 1415
 1 2
 66
 89%
 1 0
 00
 Eng
 cobo
 2
 000
 –
 – 2
 000
 2
 000
 –
 – 2
 000
 2
 000
 100%
 1 6
 72
 Sak
 hisi
 zwe
 1 1
 17
 ––
 1 1
 17
 1 1
 17
 ––
 1 1
 7 8
 72
 78%
 1 0
 00
 Eno
 ch M
 gijim
 a (In
 kwan
 ca,
 TsolwanaandLukanji)
 4 0
 79
 ––
 4 0
 79
 4 0
 79
 ––
 4 0
 79
 3 1
 30
 77%
 –
 Chr
 is H
 ani D
 istri
 ct M
 unic
 ipal
 ity
 7 7
 97
 ––
 7 7
 97
 7 7
 97
 ––
 7 7
 97
 6252
 80%
 5961
 Elu
 ndin
 i 1548
 ––
 1548
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 REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE PROPERTY MANAGEMENT TRADING ENTITY
 Report on the audit of the financial statements
 Adverse opinion
 1. IhaveauditedthefinancialstatementsofthePMTEsetoutonpages234to297,whichcomprisetheStatementof Financial Position as at 31 March 2017, the Statement of Financial Performance Statement of Changes in Net Assets, Cash Flow Statement and the Statement of Comparison of Budget Information with actual information for theyearthenended,aswellastheNotestothefinancialstatements,includingasummaryofsignificantaccountingpolicies.
 2. Inmyopinion,becauseofthesignificanceofthemattersdescribedinthebasisforadverseopinionsectionofmyreport,thefinancialstatementsdonotpresentfairly,inallmaterialrespects,thefinancialpositionofthePMTEasat31March2017,itsfinancialperformanceanditscashflowsfortheyearthenendedinaccordancewithStandardsofGRAPandtherequirementsofthePFMA.
 Basis for adverse opinion
 Property, plant and equipment
 3. The trading entity did not correctly measure deemed costs for property, plant and equipment recognised in accordance with GRAP 17: Property, Plant and Equipment, read in conjunction with GRAP Directive 7: The application ofdeemed cost. The entity incorrectly utilised the source data in determining the deemed costs of the properties being measured. The entity also incorrectly recognised expenditure as additions to property, plant and equipment. Furthermore, theuseful livesutilised incalculatingdepreciationwerenot reflectiveof theactualconditionof theassetsbeingdepreciated.Consequently,therewasanimpactonthefollowingitemsinthefinancialstatements:• Property,plantandequipmentwasoverstatedbyR26361644474(2016:R23331552021).• Depreciation,amortisationandimpairmentsonassetswasunderstatedbyR2406789457.• Loss on disposal/transfer of assets was understated by R263 663 433.• Propertymaintenance(contractedservices)expenditurewasunderstatedbyR359639563.• Additionally, there was a resultant impact on the surplus for the period and on the accumulated surplus.
 Payables from exchange transactions
 4. IwasunabletoobtainsufficientappropriateauditevidenceregardingtheoutstandingamountsmeetingthedefinitionofaliabilityinaccordancewithGRAP1:PresentationofFinancialStatements,astheentitydidnothaveadequatesystems to maintain records of accruals for goods and services received but not yet paid for. I was unable to confirmtheseamountsbyalternativemeans.Consequently,Iwasunabletodeterminewhetheranyadjustmentwasnecessarytothefollowingitemsinthefinancialstatements:• Accrued expenses – assets of R390 392 000 (2016: R252 819 000) included in payables from exchange
 transactionsstatedatR3363472000(2016:2827220000)innote12.• Accrued expenses –schedulemaintenanceofR227035000(2016:R109704000)includedinpayablesfrom
 exchangetransactionsstatedatR3363472000(2016:2827220000)innote12.
 Receivables from exchange transactions
 5. Iwasunabletoobtainsufficientappropriateauditevidenceregardingtheoutstandingamountsmeetingthedefinitionof revenue accrual in accordance with GRAP 1: Presentation of Financial Statements, due to the relationshipbetween accrued expenses and revenue accrual. The outstanding amounts for the goods and services received, forwhichIwasunabletoobtainsufficientappropriateauditevidence,wererecoverablefromclientdepartments.Iwasunabletoconfirmtheseamountsbyalternativemeans.Consequently,IwasunabletodeterminewhetheranyadjustmentwasnecessarytorevenueaccrualofR1986446000(2016:R1539672000)includedinreceivablesfromexchangetransactionsstatedatR4859391000(2016:R3784046000)innote3tothefinancialstatements.
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 Provisions
 6. Iwasunabletoobtainsufficientappropriateauditevidencethattheunscheduledmaintenanceprovisionfortheyearunderreviewhadbeenproperlyaccountedfor,duetothestatusoftheaccountingrecords.Iwasunabletoconfirmthe unscheduled maintenance provision by alternative means. Consequently, I was unable to determine whether anyadjustmentwasnecessarytotheunscheduledmaintenanceprovisionofR511407000includedinprovisionsandstatedatR1454269000innote16tothefinancialstatements.
 7. IconductedmyauditinaccordancewiththeInternationalStandardsonAuditing(ISAs).MyresponsibilitiesunderthosestandardsarefurtherdescribedintheAuditor-General’sresponsibilitiesfortheauditofthefinancialstatementssection of my report.
 8. I am independent of the trading entity in accordance with the International Ethics Standards Board for Accountants’ CodeofEthicsforProfessionalAccountants(IESBACode)andtheethicalrequirementsthatarerelevanttomyauditinSouthAfrica.IhavefulfilledmyotherethicalresponsibilitiesinaccordancewiththeserequirementsandtheIESBACode.
 9. Ibelieve that theauditevidence Ihaveobtained issufficientandappropriate toprovideabasis formyadverseopinion.
 Emphasis of matters
 10. Idrawattentiontothemattersbelow.Myopinionisnotmodifiedinrespectofthesematters.
 Going concern
 11. Note 1.25 to the financial statements indicates that, as of 31March 2017, the PMTE had a bank overdraft of R1.9billion(2016:R1.5billion).CurrentliabilitiesexceededcurrentassetsbyR8.8billion(2016:R8.2billion).
 Material impairments
 12. Asdisclosed innote22 to thefinancial statements,material impairments to theamountofR303576000wereprovided for as a result of irrecoverable receivables from exchange transactions.
 Restatement of corresponding figures
 13. Asdisclosedinnote37andnote38tothefinancialstatements,thecorrespondingfiguresfor31March2016wererestated.Thiswasasaresultoferrorsdiscoveredduring2017inthefinancialstatementsofthePMTEatandforthe year ended 31 March 2016, as well as adjustments made to provisional amounts resulting from the transfer of functions.
 Transfer of functions
 14. The DPW transferred certain property management functions, including the related assets, liabilities and staff, to the PMTE.Theeffectivedatesofcontrolofthefunctionstransferredwere18November2013and30March2015.Theeffectofthesetransfersisdetailedinnote1.28andnote38tothefinancialstatements.
 Responsibilities of the Accounting Officer for the financial statements
 15. The Accounting Officer is responsible for the preparation and fair presentation of the financial statements inaccordancewithSouthAfricanStandardsofGRAPandtherequirementsofthePFMAandforsuchinternalcontrolastheAccountingOfficerdeterminesisnecessarytoenablethepreparationoffinancialstatementsthatarefreefrom material misstatement, whether due to fraud or error.
 16. In preparing the financial statements, theAccountingOfficer is responsible for assessing the PMTE's ability tocontinue as a going concern, disclosing, as applicable, matters relating to a going concern and using the going-concern basis of accounting, unless there is an intention either to liquidate the trading entity or to cease operations, or there is no realistic alternative but to do so.
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 Auditor-General’s responsibilities for the audit of the financial statements
 17. Myobjectivesare toobtain reasonableassuranceaboutwhether thefinancial statements,asawhole,are freefrom material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with the ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error andareconsideredmaterial if, individuallyor inaggregate, theycould reasonablybeexpected to influence theeconomicdecisionsofuserstakenonthebasisofthesefinancialstatements.
 18. Afurtherdescriptionofmyresponsibilitiesfortheauditofthefinancialstatementsisincludedintheannexuretotheauditor’s report.
 Report on the audit of the annual performance report
 Introduction and scope
 19. InaccordancewiththePublicAuditActofSouthAfrica,2004(ActNo.25of2004)(PAA)andthegeneralnoticeissuedintermsthereof,Ihavearesponsibilitytoreportmaterialfindingsonthereportedperformanceinformationagainst predetermined objectives for selected programmes presented in the annual performance report. I performed procedurestoidentifyfindingsbutnottogatherevidencetoexpressassurance.
 20. My procedures address the reported performance information, which must be based on the approved performance planning documents of the trading entity. I have not evaluated the completeness and appropriateness of the performance indicators included in the planning documents. My procedures also did not extend to any disclosures or assertions relating to planned performance strategies and information in respect of future periods that may be includedaspartofthereportedperformanceinformation.Accordingly,myfindingsdonotextendtothesematters.
 21. I evaluated the usefulness and reliability of the reported performance information in accordance with the criteria developedfromtheperformancemanagementandreportingframework,asdefinedinthegeneralnotice,forthefollowing selected programmes presented in the annual performance report of the trading entity for the year ended 31March2017:
 Programmes Pages in the annual performance reportProgramme 3 – Construction Project Management 67–68Programme 4 – Real Estate Management Services 68–69Programme5–RealEstateInformationandRegistryServices 70Programme 6 – Facilities Management 70–71
 22. I performed procedures to determine whether the reported performance information was properly presented and whether performance was consistent with the approved performance planning documents. I performed further procedures to determine whether the indicators and related targets were measurable and relevant, and assessed the reliability of the reported performance information to determine whether it was valid, accurate and complete.
 23. Thematerialfindingsinrespectoftheusefulnessandreliabilityoftheselectedprogrammesareasfollows:
 Programme 3 – Construction Project Management
 24. Number of approved infrastructure project designs
 I was unable to obtain sufficient appropriate audit evidence for the reported achievement of the target of 300approvedinfrastructuredesigns.Thiswasduetolimitationsplacedonthescopeofmywork.Iwasunabletoconfirmthe reported achievement by alternative means. Consequently, I was unable to determine whether any adjustments were required to the reported achievement of 210 approved infrastructure project designs.
 25. Number of approved infrastructure projects ready for tender
 I was unable to obtain sufficient appropriate audit evidence for the reported achievement of the target of 406approved infrastructure projects ready for tender. This was due to limitations placed on the scope of my work. I was unabletoconfirmthereportedachievementbyalternativemeans.Consequently,Iwasunabletodeterminewhetherany adjustments were required to the reported achievement of 144 approved infrastructure projects ready for tender.
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 26. Number of infrastructure sites handed over for construction
 I was unable to obtain sufficient appropriate audit evidence for the reported achievement of the target of 216infrastructure sites handed over for construction. This was due to imitations placed on the scope of my work. I was unabletoconfirmthereportedachievementbyalternativemeans.Consequently,Iwasunabletodeterminewhetherany adjustments were required to the reported achievement of 186 infrastructure sites handed over for construction.
 27. Percentage of infrastructure projects completed within agreed construction period
 Iwasunabletoobtainsufficientappropriateauditevidenceforthereportedachievementofthetargetof60%ofinfrastructure projects completed within the agreed construction period. This was due to limitations placed on the scopeofmywork. Iwasunabletoconfirmthereportedachievementbyalternativemeans.Consequently, Iwasunabletodeterminewhetheranyadjustmentswererequiredtothereportedachievementof57%ofinfrastructureprojects completed within the agreed construction period.
 28. Percentage of infrastructure projects completed within budget
 Iwasunabletoobtainsufficientappropriateauditevidenceforthereportedachievementofthetargetof60%ofinfrastructure projects completed within budget. This was due to limitations placed on the scope of my work. I was unabletoconfirmthereportedachievementbyalternativemeans.Consequently,Iwasunabletodeterminewhetherany adjustmentswere required to the reported achievement of 53% of infrastructure projects completedwithinbudget.
 29. Number of EPWP work opportunities created through construction projects
 Iwasunabletoobtainsufficientappropriateauditevidenceforthereportedachievementofthetargetof16500workopportunities created through construction projects. This was due to limitations placed on the scope of my work. I wasunabletoconfirmthereportedachievementbyalternativemeans.Consequently, Iwasunabletodeterminewhetheranyadjustmentswererequiredtothereportedachievementof8959workopportunitiescreatedthroughconstruction projects.
 Programme 4 – Real Estate Management Services
 30. Percentage of approved list of immovable assets let out for revenue generation
 Thereportedachievementofthetargetof50%oftheapprovedlistofimmovableassetsletoutforrevenuegenerationwasmisstatedastheevidenceprovidedindicated31%andnot50%oftheapprovedlistofimmovableassetsletoutfor revenue generation as reported.
 31. Percentage of DAFF-certified Operation Phakisa Ocean Economy leasing requests processed within agreed timeframes
 The reasons for variances between the planned targets were not reported in the annual performance report, as requiredbytheAnnualReportGuideforNationalandProvincialDepartments.
 Programme 5 – Real Estate Information and Registry Services
 32. Percentage of immovable assets updated on the immovable assets register for completed infrastructure projects
 Thereportedachievementforthetargetof100%ofimmovableassetsupdatedontheIARforcompletedinfrastructureprojectswasmisstatedastheevidenceprovidedindicated70%andnot100%ofimmovableassetsupdatedontheIAR for completed infrastructure projects as reported.
 Programme 6 – Facilities Management
 33. Percentage of unscheduled reported maintenance incidents resolved within prescribed timeframes
 I was unable to obtain sufficient appropriate audit evidence for the reported achievement of the target of 70%of unscheduled reported maintenance incidents resolved within the prescribed timeframes. This was due to limitationsplacedonthescopeofmywork.Iwasunabletoconfirmthereportedachievementbyalternativemeans.Consequently,Iwasunabletodeterminewhetheranyadjustmentswererequiredtothereportedachievementof8%of unscheduled reported maintenance incidents resolved within the prescribed timeframes.
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 34. Reduction in energy consumption (kilowatt hours) in identified property portfolio
 I was unable to obtain sufficient appropriate audit evidence for the reported achievement of a target of a 250000000kWhreductioninenergyconsumption.Thiswasduetolimitationsplacedonthescopeofmywork.Iwasunabletoconfirmthereportedachievementbyalternativemeans.Consequently,Iwasunabletodeterminewhether any adjustments were required to the reported achievement of a 274 316 368kWh reduction in energy consumption.
 35. Reduction in water consumption (kilolitres) in identified property portfolio
 The reported achievement for target 4, namely a 100 000 kl reduction in water consumption for the identifiedpropertyportfoliowasmisstatedastheevidenceprovidedindicateda3347496klandnota4459707klreductioninwaterconsumption(kilolitres)intheidentifiedpropertyportfolioasreported.
 36. Various indicators
 The reasons for variances between the planned targets were not reported in the annual performance report, as requiredbytheAnnualReportGuideforNationalandProvincialDepartmentsforthefollowingindicators:• Number of buildings with scheduled maintenance contracts in place.• Number of work opportunities created through maintenance projects.• Reductioninenergyconsumption(kilowatthours)inidentifiedpropertyportfolio.• Reductioninwaterconsumption(kilolitres)inidentifiedpropertyportfolio.• Number of kilowatt hours of renewable energy generated.
 Other matters
 37. I draw attention to the matters below.
 Achievement of planned targets
 38. Refer to the annual performance report on pages 61 to 81 for information on the achievement of planned targets for the year and explanations provided for the under/overachievement of a number of targets.
 Adjustment of material misstatements
 39. I identified material misstatements in the annual performance report submitted for auditing. These materialmisstatements were in the reported performance information of Programme 4 – Real Estate Management Services. As management subsequently corrected only some of the misstatements, I reported material findings on theusefulness and reliability of the reported performance information.
 Report on audit of compliance with legislation
 Introduction and scope
 40. In accordance with the PAA and the general notice issued in terms thereof, I have a responsibility to report material findingsonthecomplianceofthetradingentitywithspecificmattersinkeylegislation.Iperformedprocedurestoidentifyfindingsbutnottogatherevidencetoexpressassurance.
 41. Thematerialfindingsinrespectofthecompliancecriteriafortheapplicablesubjectmattersareasfollows:
 Annual financial statements
 42. Financial statements were not submitted for auditing within twomonths after the end of the financial year, asrequiredbysection40(1)(c)(i)ofthePFMA.
 43. The financial statements submitted for auditing were not prepared in accordance with the prescribed financialreporting framework in certain instances, and were not supported by full and proper records as required by section 40(1)(a) and (b) of thePFMA.Materialmisstatements identified by the auditors in the submitted financialstatementswerenotadequatelycorrected,whichresultedinthefinancialstatementsreceivinganadverseauditopinion.
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 Procurement and contract management
 44. Contractswereextendedormodifiedincertain instanceswithouttheapprovalofaproperlydelegatedofficialasrequired by Treasury Regulation 8.1 and 8.2 or section 44 of the PFMA.
 45. MeasuresforcombatingtheabuseoftheSCMsystemwerenotimplementedincertaininstancesasrequiredbyTreasury Regulations 16A9.1 in that awards were made to providers who committed a corrupt or fraudulent act in competing for the contract.
 Consequence management
 46. Disciplinaryhearingswerenotheldincertaininstancesforconfirmedcasesoffinancialmisconductcommittedbyofficials,asrequiredbyTreasuryRegulation4.1.1.
 Expenditure management
 47. Effectivestepswerenottakentopreventirregularexpenditure,asrequiredbysection38(1)(c)(ii)ofthePFMAandTreasury Regulation 9.1.1.
 48. Moneyowedbythetradingentitywasnotsettledwithin30days,asrequiredbysection38(1)(f)ofthePFMAandTreasury Regulation 8.2.3.
 49. Payments were made in advance of the receipt of goods or services in certain instances, in contravention of Treasury Regulation15.10.1.2.
 Revenue management
 50. Effectiveandappropriatestepswerenottakentocollectallmoneydue,asrequiredbysection38(1)(c)(i)of thePFMAandTreasuryRegulations11.2.1,15.10.1.2(a)and15.10.1.2(e).
 Other information
 51. The PMTE’s Accounting Officer is responsible for the other information. The other information comprises theinformation included in the annual report. The other information does not include the financial statements, theauditor’s report thereon and those selected programmes presented in the annual performance report that have been specificallyreportedonintheauditor’sreport.
 52. Myopiniononthefinancialstatementsandfindingsonthereportedperformanceinformationandcompliancewithlegislation does not cover the other information and I do not express an audit opinion or any form of assurance conclusion thereon.
 53. Inconnectionwithmyaudit,myresponsibilityistoreadtheotherinformationand,indoingso,considerwhethertheotherinformationismateriallyinconsistentwiththefinancialstatementsandtheselectedprogrammespresentedin the annual performance report or my knowledge obtained in the audit, or that otherwise appears to be materially misstated. If, based on the work I have performed on the other information obtained prior to the date of this auditor’s report, I conclude that there is a material misstatement of this other information, I am required to report that fact. I have nothing to report in this regard.
 Internal control deficiencies
 54. Iconsideredinternalcontrolrelevanttomyauditofthefinancialstatements,reportedperformanceinformationandcompliance with applicable legislation. However, my objective was not to express any form of assurance thereon. Themattersreportedbelowarelimitedtothesignificantinternalcontroldeficienciesthatresultedinthebasisforanadverseopinion,thefindingsontheannualperformancereportandthefindingsoncompliancewithlegislationincluded in this report.
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 Leadership
 55. Leadershipdidnotinallinstancesexerciseeffectiveoversightoftheeffectiveimplementationofauditactionplansresulting in a regression in audit outcome.
 56. Leadership did not institute effective measures to ensure that the issue of incorrect payments being made tosuppliers in respect of private leases was adequately resolved.
 Financial and performance management
 57. Proper record-keeping was not always implemented in a timelymanner to ensure that complete, relevant andaccurateinformationwasaccessibleandavailabletosupportfinancialandperformancereporting.
 58. Regular, accurate and complete financial and performance reports, supported by reliable information,were notpreparedthroughoutthefinancialyear.
 59. Thereviewandmonitoringofcompliancewithapplicablelawsandregulationswereineffectiveincertaininstances.
 Governance
 60. Leadership must continue to focus on expanding capacity in the risk management and internal audit units to ensure optimalfunctioningintermsofaddressingrisksandinternalcontroldeficienciesacrossalllocationswithintheentity.
 Other reports
 61. I draw attention to the following engagements conducted by various parties that had, or could have, an impact on thematters reported in the trading entity’s financial statements, reported performance information, compliancewithapplicablelegislationandotherrelatedmatters.Thesereportsdidnotformpartofmyopiniononthefinancialstatementsormyfindingsonthereportedperformanceinformationorcompliancewithlegislation.
 Investigations
 62. Numerous allegations, mainly relating to alleged transgressions with regard to supply chain management, potential fraudandfinancialmisconduct,arestillbeinginvestigatedonanongoingbasisbytheSpecialInvestigatingUnitandtheGovernance,RiskandComplianceUnitoftheDepartment.
 ________________________
 Auditor-General
 Pretoria22 September 2017
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 Annexure – Auditor-General’s responsibility for the audit
 1. As part of an audit in accordance with the ISAs, I exercise professional judgement and maintain professional scepticismthroughoutmyauditofthefinancialstatements,andtheproceduresperformedonreportedperformanceinformation for selected programmes and on the trading entity’s compliance with respect to the selected subject matters.
 Financial statements
 2. Inadditiontomyresponsibilityfortheauditofthefinancialstatementsasdescribedintheauditor’sreport,Ialsodothefollowing:• Identifyandassesstherisksofmaterialmisstatementofthefinancialstatements,whetherduetofraudorerror,
 designandperformauditproceduresresponsivetothoserisks,andobtainauditevidencethatissufficientandappropriate to provide a basis for my opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
 • Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the trading entity’s internal control.
 • Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and relateddisclosuresmadebytheAccountingOfficer.
 • Concludeontheappropriatenessof theAccountingOfficer’suseof thegoing-concernbasisofaccounting inthepreparationofthefinancialstatements.Ialsoconclude,basedontheauditevidenceobtained,whetheramaterialuncertaintyexistsrelatedtoeventsorconditionsthatmaycastsignificantdoubtonthePMTE’sabilityto continue as a going concern. If I conclude that a material uncertainty exists, I am required to draw attention in myauditor’sreporttotherelateddisclosuresinthefinancialstatementsaboutthematerialuncertaintyor,ifsuchdisclosuresareinadequate,tomodifytheopiniononthefinancialstatements.Myconclusionsarebasedontheinformation available to me at the date of the auditor’s report. However, future events or conditions may cause a trading entity to cease to continue as a going concern.
 • Evaluatetheoverallpresentation,structureandcontentofthefinancialstatements,includingthedisclosures,andwhetherthefinancialstatementsrepresenttheunderlyingtransactionsandeventsinamannerthatachievesfair presentation.
 Communication with those charged with governance
 3. IcommunicatewiththeAccountingOfficerregarding,amongothermatters, theplannedscopeandtimingof theauditandsignificantauditfindings,includinganysignificantdeficienciesininternalcontrolthatIidentifyduringmyaudit.
 4. I also confirm to the Accounting Officer that I have complied with relevant ethical requirements regardingindependence, and communicate all relationships and other matters that may reasonably be thought to have a bearing on my independence and, where applicable, related safeguards.
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 PROPERTY MANAGEMENT TRADING ENTITYAnnualfinancialstatementsfortheyearended31March2017
 STATEMENT OF FINANCIAL POSITION AS AT 31 MARCH 2017
 Note 2016/17 2015/16*R'000 R'000
 ASSETS
 Current assets Receivables from exchange transactions 3 4859391 3 784 046Receivables from non-exchange transactions 4 66 1596Operating lease asset 5 713 292 899 747Cash and cash equivalents 6 2 934 3 982
 5 575 683 4 689 371 Non-current assets
 Property, plant and equipment 7 132828415 131 073 890Investment property 8 5540246 5683366Heritage assets 9 646 923 646 923Intangible assets 10 20 890 11 649
 139 036 474 137 415 828Total assets 144 612 157 142 105 199
 LIABILITIES
 Current liabilities Operating lease liability 5 702 134 855195Bank overdraft 6 1 932 441 1468852Deferred revenue 11 6 418 437 6227596Payables from exchange transactions 12 3 363 472 2 827 220Retention liabilities 13 283 817 278255Finance lease obligation 14 8455 11 174
 Employeebenefitobligation 15 188 762 168524Provisions 16 1454269 1 013 306
 14 351 787 12 850 122
 Non-current liabilities
 Retention liabilities 13 38 210 21 381Finance lease obligation 14 8 284 433
 46 494 21 814Total liabilities 14 398 281 12 871 936
 NET ASSETS 130 213 876 129 233 263Accumulated surplus 130 213 876 129 233 263
 *Restated– see note 37 and note 38
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 PROPERTY MANAGEMENT TRADING ENTITYAnnualfinancialstatementsfortheyearended31March2017
 STATEMENT OF FINANCIAL PERFORMANCE
 Note 2016/17 2015/16*R'000 R'000
 Revenue
 Revenue from exchange transactions 17 10 723 790 10979654Revenue from non-exchange transactions 18 4502349 4007578Construction revenue 19 254527 256288
 Total revenue 15 480 666 15 243 520
 ExpenditureConstruction expenses 19 254527 256288Depreciation, amortisation and impairments on assets 20 2759619 2 604 388Employee related costs 21 1500867 1 310 136Impairment loss on receivables 22 303576 472356Interest expense 23 88 088 245407Loss on disposal/transfer of assets 24 356928 5186Operating leases 25 4181195 4 078 024Propertymaintenance(contractedservices) 26 2855115 2 982 061Property rates 1 038 319 1125442Sundry operating expenses 27 1 161 819 1761357
 Total expenditure 14 500 053 14 840 645Surplus for the year 980 613 402 875
 *Restated– see note 37 and note 38
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 *Restated– see note 37 and note 38
 PROPERTY MANAGEMENT TRADING ENTITYAnnualfinancialstatementsfortheyearended31March2017
 STATEMENT OF CHANGES IN NET ASSETS
 Note Accumulated surplus
 Total net assets
 R'000 R'000
 Openingbalanceaspreviouslyreportedasat1April2015 105458056 105458056
 AdjustmentsCorrection of prior period errors 37 (15477) (15477)
 Adjustments to net gain from transfer of functions effective 18 November 2013
 38 13868215 13868215
 Adjustments to net gain from transfer of functions effective30March2015
 38 (11874) (11874)
 Adjustments to surplus due to changes to provisional amounts for transfer of functions
 38 9531467 9531467
 Balance at 1 April 2015 as restated* 128 830 387 128 830 387
 Changes in net assetsSurplus for the year 402875 402875
 Adjustments to surplus due to changes to provisional amounts for transfer of functions
 (24698278) (24698278)
 Total changes (24295403) (24295403)Balance as previously reported as at 31 March 2016 104534984 104534984
 Adjustments
 Correction of prior perid errors and adjustments due to transfers of functions
 25635903 25635903
 Correction of prior period errors 37 (925750) (925750)Adjustmentstonetgainfromtransferoffunctionseffective30March2015 38 (11874) (11874)
 Balance at 1 April 2016 as restated* 129 233 263 129 233 263
 Changes in net assetsSurplus for the year 980 613 980 613
 Balance at 31 March 2017 130 213 876 130 213 876
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 PROPERTY MANAGEMENT TRADING ENTITYAnnualfinancialstatementsfortheyearended31March2017
 CASH FLOW STATEMENT
 2016/17 2015/16*R'000 R'000
 CASH FLOWS FROM OPERATING ACTIVITIES
 Receipts
 Accommodation charges – leasehold intergovernmental 4 227 723 3665574
 Accommodation charges – freehold intergovernmental 6450983 6386569
 Accommodation charges – private 42 027 17 246Augmentation 3 389 448 3524652Management fee on municipal services 184 783 169504Municipal services recovered 3350131 3390085Interest,fines,recoveriesandotherreceipts 8594 88 072Construction revenue 259067 244945
 17912756 17 486 647Payments
 Cleaning and gardening 252895 211 672Admin, goods and services 642 267 607 878
 Planned maintenance 884 767 1054100
 Unplanned maintenance 1 309 282 1 732 331
 Municipal services paid 4164585 3 731 908
 Operating leases 4 266 679 4 078 738
 Property rates 1 227 927 1259470
 Compensation of employees 1 366 306 1140657
 Municipal services expenditure 356464 232 440Construction expenses 259067 244945
 14 730 239 14 294 139Net cash flows from operating activities 28 3 182 517 3 192 508
 CASH FLOWS FROM INVESTING ACTIVITIESAdditions to property, plant and equipment (3629728) (3918340)Additions to investment property 8 (8647) (80168)Additions to intangible assets 10 (11920) (2051)Additions to heritage assets 9 - (214)
 Net cash flows from investing activities (3 650 295) (4 000 773)
 CASH FLOWS FROM FINANCING ACTIVITIESFinance lease payments (12975) (7690)Finance lease entered into 16 116 12 476
 Net cash flows from financing activities 3 141 4 786
 Net decrease in cash and cash equivalents (464637) (803479)Cash and cash equivalents at the beginning of the year (1464870) (661391)
 Cash and cash equivalents at the end of the year (1 929 507) (1 464 870)
 *Restated– see note 37 and note 38
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 PROPERTY MANAGEMENT TRADING ENTITYAnnualfinancialstatementsfortheyearended31March2017
 STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
 Approved budget
 Adjustments Final budget Actual amounts on comparable
 basis
 Difference between final budget and
 actualR'000 R'000 R'000 R'000 R'000
 Receipts
 Accommodation charges – leasehold intergovernmental
 4218751 (73046) 4 145 705 4 227 723 82 018
 Accommodation charges – freehold intergovernmental
 6845669 (113068) 6 732 601 6450983 (281 618)
 Accommodation charges – freehold private
 40253 - 40 253 42 027 1 774
 Augmentation 3405414 (15966) 3 389 448 3 389 448 -Management fees on municipal services
 212 044 (40754) 171 290 184 783 13 493
 Municipal services recovered - - - 3350131 3 350 131Interest,fines,recoveriesandotherreceipts
 24851 (4050) 20 801 8594 (12 207)
 Construction revenue - - - 259067 259 06714 746 982 (246 884) 14 500 098 17 912 756 3 412 658
 PaymentsCleaning and gardening 250657 - 250 657 252895 2 238Admin, goods and services 705421 - 705 421 642 267 (63 154)Planned maintenance 921 727 (67176) 854 551 884 767 30 216Unplanned maintenance 1 212 660 (40156) 1 172 504 1 309 282 136 778Municipal services (paid/recoverable)
 - - - 4164585 4 164 585
 Operating leases (includingrentonland)
 4339725 (73046) 4 266 679 4 266 679 -
 Property rates 1 161 796 - 1 161 796 1 227 927 66 131Compensation of employees 1 469 783 - 1 469 783 1 366 306 (103 477)Municipal services expenditure 260 979 12 937 273 916 356464 82 548Construction expenses - - - 259067 259 067
 10 322 748 (167 441) 10 155 307 14 730 239 4 574 932Capital movementsRecoverable capital expenditure 3397765 (186776) 3 210 989 2504476 (706 513)Non-recoverable capital expenditure 986055 107 333 1 093 388 1115754 22 366Machinery and equipment 40 414 - 40 414 30065 (10 349)Finance lease - - - (3141) (3 141)
 4 424 234 (79 443) 4 344 791 3 647 154 (697 637)Cash deficit - - - (464 637) (464 637)
 Refer to note 29 for the reconciliation and explanations of material differences.
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 PROPERTY MANAGEMENT TRADING ENTITYAnnualfinancialstatementsfortheyearended31March2017
 NOTES TO THE ANNUAL FINANCIAL STATEMENTS
 1. Presentation of financial statementsTheannualfinancialstatementshavebeenpreparedinaccordancewiththeStandardsofGenerallyRecognisedAccountingPractice(GRAP),includinganyinterpretationsanddirectivesissuedbytheAccountingStandardsBoard(ASB),unlessotherwiseindicated,andinaccordancewithSection91(1)ofthePublicFinanceManagementAct,1999(ActNo.1of1999)(PFMA).
 These annual financial statements have been prepared on an accrual basis of accounting and are in accordancewithhistoricalcostconventionasthebasisofmeasurement,unlessspecifiedotherwise.TheyarepresentedinSouthAfricanrand(R),whichisalsothefunctionalcurrencyofthePMTE.Valuesareroundedtothenearestthousand(R'000)unlessotherwiseindicated.
 Asummaryofthesignificantaccountingpolicies,whichhavebeenconsistentlyappliedinthepreparationoftheseannualfinancialstatements,aredisclosedbelow.
 1.1 Significant judgement and sources of estimation uncertainty
 1.1.1 Control of immovable assets
 The Minister of Public Works is the legal custodian of all immovable assets vested in national government, except in cases wherecustodialfunctionswereassignedtootherministersbyvirtueoflegislationbeforethecommencementofGIAMAon 1 April 2009. The DPW assigned those functions to the PMTE and by virtue of the transfer of functions that occurred on18November2013,and30March2015,thePMTEcontrolsthoseassetsforaccountingpurposes.ThePMTEbenefitsfromtheassetsinpursuitofitsobjectivesandregulatestheaccessofotherstothebenefitsoftheassets(i.e.thePMTEdecideswhomaybenefitfromtheuseoftheassets).Custodianshipincludestheabilitytoacquire,disposeofandmaintainthe assets. ThePMTEmonitorsstatelandreflectedontheDeedsRegisteronanongoingbasis.Landregisteredinthenameofthenationalgovernmentthatcouldnotbeconfirmedtobeunderthecustodianshipofothernationalcustodiansisrecognisedby the PMTE. Any changes in ownership is derecognised accordingly. The PMTE discloses a contingent asset for properties identified tobeunder itscustodianshipwhere thepropertycouldnotbe reliablymeasureddue to theextentnotbeingdeterminedthroughtheOfficeoftheSurveyor-General.
 Intermsofparagraph7.37ofthevestingguidelinesissuedbyDRDLRon30March2017,“foranyprovincialgovernmenttoclaim ownership of vacant land, such province should provide proof of intended use. The absence of such proof automatically means that such land vests in the national government of RSA”. The PMTE is thus deemed to have control over such land parcels and has currently recognised unvested land parcels.
 The PMTE recognises immovable assets where the property will vest with the national government based on the principles contained in the approved vesting guidelines.
 Whileproperties(landandbuildings),asoutlinedintheEndowmentAct,1922(ActNo.33of1922)aredisclosedinthefinancialstatementsoftheDOD,thereareanumberofextendedstructurespertainingtosuchendowmentfacilitiesthathave“encroached”ontoneighbouringlandunderthecustodianshipofthePMTE.WhilesuchstructuresarereflectedaspartofendowmentpropertiesbytheDOD,theunderlyinglandiscurrentlyreflectedinimmovableassetsbythePMTEuntilsuch time as it may be transferred to the DOD. Control and or access over such land may be restricted given the DOD’s facilities thereon.
 1.1.2 Assets and liabilities related to the transfer of functions
 For initial measurement purposes, assets acquired through the transfer of functions are measured at their carrying amounts aspertherecordsoftheDPW.WherethosecarryingamountsdonotrepresentGRAP-compliantamounts,thecarryingamounts were estimated using various measurement bases, depending on the type of asset or liability. The DPW transferred functions on two separate occasions, effective 1 April 2013 and 1 April 2014 respectively. For further details, refer to note 1.28.
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 1.1.3 Useful life and residual values
 The estimated useful lives of property, plant and equipment, investment property and intangible assets are assessed annually and are dependent on the condition of the assets. Management applies judgement in assessing the condition of the assets. The residual values are estimated to be zero as the PMTE will be utilising these assets over their entire economic life.
 Refer to note 1.6 for the accounting policies on estimated useful lives for property, plant and equipment, note 1.7 for investment property and note 1.9 for intangible assets.
 1.1.4 Classification of accommodation charges as lease revenue
 As the intention of the PMTE is to provide accommodation at values that are directly equal to the value of the service being delivered, the PMTE categorises all accommodation charges, with the exception of prestige accommodation, as revenue from exchange transactions, notwithstanding the fact that this revenue may or may not equal the value of the service delivered.
 The amount for prestige accommodation is determined in accordance with the Ministerial Handbook. The Ministerial Handbookallowsforministerstostayfreeofchargeinthefirstpropertyprovidedtothem.Forthesecondproperty,theMinisterial Handbook requires the minister to be charged a percentage of his or her salary as a rental fee. This rental feedoesnotapproximatethevalueoftheserviceprovidedtoprestigeclients.Therefore,thereceivableisclassifiedasastatutoryreceivableandtherevenueisclassifiedasanon-exchangetransaction.
 1.1.5 Classification and measurement of leases
 Managementuses judgement todetermine ifa lease isclassifiedasanoperatingorafinance lease.Management'sjudgement is based on whether risk and rewards incidental to ownership have been transferred.
 Cognisance has been taken of the fact that client departments generally extend the period for which they lease premises throughthePMTEwherethesepropertiesarerentedfromtheprivatesector.ItisdifficulttoconcludethatitiscertainthatthePMTE(aslessee)willalwaysextendtheleasetermofleaseholdpropertyatinceptionoftheleasebecauseofthegeneral occupation trend of its client departments. Taking everything into consideration, management is of the opinion that the risk and rewards incidental to ownership are not transferred during the lease term from either the lessee's or the lessor's perspective.
 The same terms and conditions included in the underlying lease agreements with the landlord are used to determine the relevant presentation for lease-out arrangements.
 The PMTE considers leases to be month-to-month leases when the underlying lease agreements on leasehold properties have expired and the asset is still being utilised by the client department.
 As the lease terms and conditions are not determinable for month-to-month leases and freehold intergovernmental accommodation, no systematic basis can be used to recognise the lease revenue that would be representative of the timepatternthebenefitofwhichderivedfromtheleaseasset.
 1.1.6 Impairment
 Impairment of receivables measured at cost or amortised costs
 The full voted funds for accommodation from client departments are allocated to the PMTE and are due within 30 days from invoice date. If client departments do not pay within 30 days, the receivable is considered for impairment.
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 Animpairmentlossisrecognisedfirstlyonindividuallysignificantreceivables.Thereafter,animpairmentlossisrecognisedon a group of receivables with the same credit risk. Impairment assessments are based on objective evidence as a result of one or more events that occurred during the reporting period. For clients that have defaulted, management made judgements based on history to determine if the receivable or group of receivables have to be impaired. Should the financialconditionoftheclientchange,actualwrite-offscoulddiffersignificantlyfromtheimpairmentlossesrecognised.
 Thecurrentyearimpairmentisbasedonmanagement'sbestestimateoftheexpectedcashflowsforamountsthatareoutstanding for longer than the normal payment terms discounted at the current rate applicable to debts owed to the state. Where management cannot determine the future payment date, management discounts from invoice date for 12 months after year-end.
 The discount rate used for impairment purposes is not adjusted for the different classes of receivables as the majority of the debt is with government institutions.
 Impairment of immovable assets
 The PMTE uses the depreciated replacement cost method for assessing the impairment of the majority of the immovable assets. The depreciated replacement cost is based on the current building indices factoring in the current condition rating assessed and the impairment indicators.
 Assets under construction are considered for impairment when the project is cancelled, halted or delayed.
 1.1.7 Significantly delayed projects
 Projectsareregardedas“significantlydelayed”whentheyhavebeendelayedbymorethan50%oftheplannedprojectperiod.
 Projectsareregardedastechnicallydelayed,forfinancialstatementdisclosurepurposes,whenthetheyhavenotyetreachedpracticalcompletionstatusatreportingdateandthe“plannedprojectperiod”hasexpiredbeforethereportingdate.
 Projectsthatare“completed”,“cancelled”orinthe“planninganddesignstage”areexcludedfromthepopulationforthepurposeofthe“significantlydelayed”disclosures.
 1.1.8 Classification of immovable assets
 Judgement is applied when classifying immovable assets between property, plant and equipment, investment property and heritage assets. Consideration is given to the type of property, the purpose for which the property is held by the national department, and the occupant. The main factor considered is whether the PMTE holds the asset either for servicedelivery(inaccordancewithagovernmentobjective),resultinginproperty,plantandequipment,orforcapitalappreciation and/or earning or rentals, resulting in investment property, or for future generations resulting in heritage assets. Where state property is rented out to another government entity or to public service employees to provide cost-effectiveaccommodationservicesorforsocialservices,thesepropertiesareclassifiedasproperty,plantandequipmentrather than investment property as the PMTE holds these assets to deliver on its mandate rather than to earn rentals or capital appreciation.
 TheStandardofGRAPonInvestmentProperty(GRAP16)requiresundevelopedland,forwhichnopurposehasbeendetermined,tobeclassifiedasinvestmentproperty.However,wherethelandisacquiredforstrategicpurposes,thelandis tobeclassifiedasproperty,plantandequipment. Inconsideringtheclassificationofundeveloped land, thePMTEconsiders how it acquired the land and whether the land is being used. Where the land is acquired through expropriation oraresultoflegislation,thePMTEclassifiesthelandasproperty,plantandequipmentratherthaninvestmentproperty,as it is assumed to be acquired for strategic purposes in accordance with government's policies and aims.
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 The PMTE determines the intended use of a facility by evaluating the characteristics of the facility against the criteria for investmentproperty.Thecriteriaforinvestmentpropertyareasfollows:• Thecurrentoccupant(lessee)isnotanorganofstate;and• Future occupants of the facility will most probably not be an organ of state; and• There is no intention for the facility to be occupied in future by an organ of state for the production or supply of goods
 or services, for administrative purposes or for executing its mandate; and/or• The facility is held in its entirety, for long-term/future capital appreciation rather than for short-term sale in the ordinary
 course of operations; or• Thefacilityisspecificallyearmarkedasinvestmentproperty(i.e.forrentaltooccupantsthatarenotorgansofstate,or
 fordevelopmentwiththesoleintentiontobeleasedtooccupantsthatarenotorgansofstate,orcapitalappreciation);and/or
 • A vacant building/facility is held to be leased out under one or more operating leases on a commercial basis to external parties.
 • The intendeduse isofadualnature/purpose.A facilitywill onlybeclassifiedas investmentproperty if themainpurposeandmostsignificantuseofthefacilityistoearnrentalsorcapitalappreciation;or
 • The facility is being constructed or developed for future use as investment property.
 Heritage assets may be used for administrative purposes. Management used judgement to determine whether a significantportionoftheheritageassetisutilisedforofficeaccommodation.Ifasignificantportionoftheheritageassetisutilisedforadministrativepurposes,theasset isclassifiedasproperty,plantandequipmentundertheStandardofGRAPonProperty,PlantandEquipment(GRAP17).
 Forpurposesofclassifyingthesenon-financialassets,thataresubjecttoimpairment,eitherascash-generatingornon-cashgenerating,thePMTEappliedthefollowingcriteria:• The purpose for which the asset is held• Theintentiontoearncommercial(profit-making)returnontheproperty• The ability to earn commercial return on the property• The restrictions on the use of the property by the PMTE
 The PMTE, as a trading entity of the DPW, is accountable for these assets and needs to maintain these assets on behalf of nationalgovernment.Itcannotusetheseassetsforanyotherpurposethantodeliveronitsmandate(consistentwithGIAMAandthePFMA).ThePMTEhastoprovideaccommodationtootherdepartmentstoenablethemtodeliverontheirmandates.Where the PMTE asks market related rent on property that is not utilised by other departments, it is not considered material andthereforeallnon-financialassetshavebeenclassifiedasnon-cashgeneratingforimpairmentpurposes.
 1.1.9 Principal versus agent relationship
 The PMTE's mandate is to manage the accommodation and infrastructure needs of national departments. Should the PMTE be unable to satisfy the accommodation needs of a particular client department through the use of state-owned property, the PMTE would lease the required property from a private landlord, on behalf of the client department, and for theirbeneficialoccupation.ConsiderationwasgiventowhetherthePMTEwasactingasanagentonbehalfoftheclientdepartments as a result of carrying out these activities.
 Management, however, is of the opinion that the decision-making ability, the accountability, the credit risk and the value-added processes all rest with the PMTE. This indicates that the PMTE is the principal with regard to the lease arrangement with the respective landlords.
 Client departments occupying properties are liable for the municipal service charges incurred in utilising those properties. The PMTE offers a service of paying the municipal service charges on behalf of the client departments and then recoveringthosecostsdirectlyfromtheclientdepartment.Forthisservice,thePMTEchargesa5%managementfee,which is invoiced and recovered from the client department. The PMTE acts as an agent with regard to the payment and recovery of these municipal service charges. The management fee for rendering this service is recognised as revenue for the PMTE.
 PROPERTY MANAGEMENT TRADING ENTITYAnnualfinancialstatementsfortheyearended31March2017
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 1.1.10 Related party disclosure
 TheStandardofGRAPonRelatedPartyDisclosures(GRAP20)providesexemptionfromdetaileddisclosureswherethosetransactionsareon:• normal supplier and/or client/recipient relationships on terms and conditions no more or less favourable than those
 that it is reasonable to expect the PMTE to have adopted, if dealing with that individual entity or person in the same circumstances; and
 • terms and conditions within the normal operating parameters established by its mandate.
 In the absence of a pricing strategy for leases, judgement was made to determine the disclosures around related party transactions based on the nature of the transactions and the associated terms. In addition, many services have been rendered in-kind to the PMTE stemming from its relationship with the DPW. Due to the nature of these transactions, where amounts could not be measured reliably, only a narrative disclosure was made. This is in line with the principle intheStandardofGRAPonRevenuefromNon-exchangeTransactions(GRAP23)tonotrecognisecertainservicesin-kindwhereitcannotbemeasuredreliably.Itisdifficulttomeasurethevalueoftheseservicesandtheyareusuallyconsumed within the period. Where amounts could be reliably measured, these have been recognised.
 1.2 Receivables from exchange transactions
 Receivables from exchange transactions are recognised when exchange revenue is due to the PMTE through legislation(i.e.statutoryreceivables)orinaccordancewithanagreement(i.e.financialassets).Refertonote1.15and note 1.16 respectively.
 1.3 Receivables from non-exchange transactions
 Receivables from non-exchange transactions are recognised when non-exchange revenue is due to the PMTE through legislation(i.e.statutoryreceivables)orinaccordancewithanagreement(i.e.financialassets).Refertonote1.15and1.16respectively.
 1.4 Leases
 ThePMTEclassifiesleaseagreementsinaccordancewithriskandrewardsincidentaltoownership.Wherethelessortransferssubstantiallyalltherisksandrewardstothelessee,theleaseisclassifiedasafinancelease.Allotherleasesareclassifiedasoperatingleases.
 Finance leases – PMTE as a lessee
 WherethePMTEhasassesseditselftobealesseetoafinanceleasearrangement,itrecognisesafinanceleaseliabilityand a related leasehold asset, which would be disclosed as part of property, plant and equipment. If there is no reasonable certainty that the lessee will obtain ownership by the end of the lease term, the asset shall be fully depreciated over the shorter of the lease term and its useful life.
 ThePMTErecognisesfinance lease liabilities resulting fromfinance leasesasa liabilityon theStatementofFinancialPosition.Minimum lease payments are apportioned between the finance charge and the reduction of the outstandingliability. Such liabilities are presented as a payable at an amount equal to the net obligation of the lease. Interest expense isrecognisedbasedontheinterestrateimplicitinthefinancelease.Wherethefairvalueoftheassetsisnotavailabletodetermine the implicit interest rate of the lease, the PMTE uses the rate applicable to debt owed by the state. The liability is recognised at the lower of the fair value of the leased asset or the present value of the minimum lease payments.
 Operating leases – PMTE as a lessor
 Operating lease revenue is recognised as revenue on a straight-line basis over the lease term where the lease term exceeds one month; except where the terms and conditions have not been determined or were renegotiated. Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased asset and recognised as an expense over the lease term on the same basis as the lease revenue. The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straight-line basis. Lease revenue is presented as accommodationchargesintheStatementofFinancialPerformanceandinthenotestothefinancialstatements.
 The PMTE recognised month-to-month leases as revenue from exchange transactions as and when the revenue is due.
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 Operating leases – PMTE as a lessee
 Operating lease payments are recognised as an expense on a straight-line basis over the lease term where the lease term exceeds one month; except where the terms and conditions have not been determined or were re-negotiated. The difference between the amounts recognised as an expense and the contractual payments is recognised as an operating lease asset or liability.
 The asset and the liability in the Statement of Financial Position are initially recognised at amounts equal to the fair value oftheleasedpropertyor,iflower,thepresentvalueoftheminimumleasepayments.Theaggregatebenefitofincentivesis recognised as a reduction of rental expense over the lease term on a straight-line basis.
 Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between the amounts recognised as an expense and the contractual payments is recognised as an operating lease asset or liability.
 1.5 Cash and cash equivalents
 Cash and cash equivalents comprise cash on hand, demand deposits and other short-term liquid investments that are readily convertible toa knownamountof cashandare subject toan insignificant riskof changes in value. Cashandcashequivalentsareclassifiedasfinancialinstruments(refertonote6).
 1.6 Property, plant and equipment
 Property,plantandequipmentaretangiblenon-currentassets(includinginfrastructureassets)thatareheldforuseinthe production or supply of goods or services, rental to others, strategic or for administrative purposes, and are expected to be used during more than one period.
 Thecostofanitemofproperty,plantandequipmentisrecognisedasanassetwhen:• itisprobablethatfutureeconomicbenefitsorservicepotentialassociatedwiththeitemwillflowtotheentity;and• the cost of the item can be measured reliably.
 Property, plant and equipment is initially measured at cost and subsequently at cost less accummulated depreciation and accumulated impairment losses, except for assets under construction, land and heritage assets. These are subsequently measured at cost less accumulated impairment losses.
 The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and rebates are deducted in arriving at the cost.
 Major spare parts and standby equipment, which are expected to be used for more than one period, are included in property, plant and equipment. In addition, spare parts and standby equipment ,which can only be used in connection with an item of property, plant and equipment, are accounted for as property, plant and equipment.
 Major inspection costs, which are a condition of the continuing use of an item of property, plant and equipment which meet the recognition criteria above, are included in the cost of that item of property, plant and equipment as a replacement. Any remaining inspection costs from the previous inspection are derecognised.
 Heritage assets assessed as having a dual function of being a heritage asset and providing accommodation services arerecognisedanddisclosedintermsoftheStandardofGRAPonProperty,PlantandEquipment(GRAP17)andnottheStandardofGRAPonHeritageAssets(GRAP103)ifasignificantportionoftheheritageassetisutilisedforofficeaccommodation(refertonote1.8).
 With the exception of assets acquired through the transfer of functions under common control, which is measured at cost, where property, plant and equipment is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition.
 Subsequent costs are included in the asset's carrying amount or recognised as a separate asset only when it is probable that the futureeconomicorservicepotentialbenefitassociatedwiththatitemwillflowtothePMTEanditscostcanbereliablymeasured.
 Whensignificantcomponentsofanitemofproperty,plantandequipmenthavedifferentusefullives,theyareaccountedforasseparateitems(majorcomponents)ofproperty,plantandequipment.Thesecomponentsaredepreciatedseparately.
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 Depreciation is calculated on a straight-line basis over the expected useful lives of each item. Depreciation is charged to thesurplusordeficit,unlessitisincludedinthecarryingamountofanotherasset.Depreciationcommencesonanassetwhen it is in the condition necessary for it to be capable of operating in the manner intended by management.
 Assetsunderconstructionarereadyfortheirintendeduseonceacompletioncertificateoroccupationalcertificatehasbeen issued. At this point, depreciation will commence.
 If a component is replaced, the carrying amount of the existing component is derecognised and the value of the new component is recognised.
 The useful life, depreciation method and a residual value for property, plant and equipment are reviewed annually. Any changesarerecognisedasachangeinaccountingestimatesinthesurplusordeficit.
 In terms of the transitional provisions set out in Directive 2, depreciation on property, plant and equipment will only commence once the deemed carrying amount of a transferred asset has been determined. Depreciation and provisional amounts are retrospectively adjusted to the period when the transfer of functions were effective.
 Theusefullivesofitemsofproperty,plantandequipmenthavebeenassessedasfollows:
 Item Average useful life
 Buildingandimprovements(includingcomponents)• Low-risebuildings(upto4floors) 12–35years• High-risebuildings(morethan4floors) 40–60 years• Warehouse / garage / storerooms 40–60 years• Prisons 100 years• Barracks 12–35years• Dwellings 40–60 years• Roads, harbours and mines 12–35years• Boundary fences on vacant land 15years• Water and other infrastructure 20–60 years• Airport runways 40–60 years• Dams and reservoirs 100 years• Other 12–35yearsLand indefiniteusefullivesFurnitureandofficeequipment 5–15yearsVehicles 5–10 yearsComputer equipment 3–7 yearsOther machinery and equipment 10–30 years
 The PMTE shall assess annually, at each reporting date, whether there is any indication that an asset may be impaired. If such indication exists, the PMTE shall estimate the recoverable service amount or recoverable amount for non-cash-generating and cash-generating assets respectively. An impairment loss is recognised where the carrying amount exceeds the asset's recoverable service amount or recoverable amount, as applicable.
 The PMTE shall assess annually, at each reporting date, whether there is any indication that an impairment loss recognised in a prior period for an asset may no longer exist or may have decreased. If such indication exists, the PMTE shall estimate the recoverable service amount or recoverable amount of that asset. Any impairment loss recognised in prior periods for an asset is only reversed if there has been a change in the estimated use to determine the asset's recoverable service amount since the last impairment loss was recognised. Reversals of impairment are limited to the carrying amount of the asset had no impairment been recognised for the asset in prior periods.
 Impairmentlossesandreversalsofimpairmentlossesarerecognisedinthesurplusordeficitintheperiodinwhichtheevent occurs.
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 Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economicbenefitsorservicepotentialexpectedfromtheuseoftheasset. The PMTE is not allowed to dispose of or transfer immovable assets under its custodianship unless approved by the MinisterofPublicWorksorhisdelegatedofficial,consideringtherestrictionoftheStateandLandDisposalAct,1961 (ActNo.48of1961).
 Thegainorlossarisingfromthederecognitionofanitemofproperty,plantandequipmentisincludedinsurplusordeficitwhen the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item.
 1.7 Investment property
 Investment property is property (land or a building – or part of a building –orboth)heldtoearnrentalsorforcapitalappreciationorboth,ratherthanfor:• use in the production or supply of goods or services; • administrative purposes; or• sale in the ordinary course of operations.
 Investmentpropertyisrecognisedasanassetwhenitisprobablethatthefutureeconomicbenefitsorservicepotentialthat are associatedwith the investment propertywill flow to the entity, and the cost or fair value of the investmentproperty can be measured reliably.
 Investment property is initially recognised at cost, including transaction costs. Investment property is subsequently carried at cost less accumulated depreciation and any accumulated impairment losses, except for land. Land is not depreciated.
 With the exception of assets acquired through a transfer of functions under common control, which is measured at carrying amount, where investment property is acquired through a non-exchange transaction, its cost is its fair value as at the date of acquisition.
 Depreciation is calculated on a straight-line basis over the expected useful lives of each item. Depreciation is charged to surplusordeficit.Depreciationcommencesonassetswhentheyareintheconditionnecessaryforthemtobecapableof operating in the manner intended by management. Depreciation ceases when the asset is disposed of.
 Item Useful life
 Building and improvements 12–100 yearsLand Indefinite
 Refer to note 1.6 for a detailed breakdown of the useful lives of the building and improvements.
 Assetsunderconstructionarereadyfortheirintendeduseonceacompletioncertificateoroccupationalcertificatehasbeen issued. At this point, depreciation will commence.
 The useful life, depreciation method and residual value for investment property are reviewed annually. Any changes are recognisedprospectivelyaschangesinaccountingestimatesinsurplusordeficit.
 Impairmentandreversalsofimpairmentarerecognisedinsurplusordeficitintheperiodinwhichtheeventoccurs.
 The PMTE is not allowed to dispose of or transfer immovable assets under its custodianship unless approved by the MinisterofPublicWorksorhisdelegatedofficial,consideringtherestrictionoftheStateandLandDisposalAct,1961 (ActNo.48of1961).
 Items of investment property assets are derecognised when the asset is disposed of or when there are no further economicbenefitsorservicepotentialexpectedfromtheuseoftheasset.
 Gainsand losseson thederecognitionof investmentproperties, including impairmentand impairment reversals,aretreatedsimilarlytogainsandlossesforproperty,plantandequipment(refertonote1.6).
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 1.8 Heritage assets
 Heritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artisticsignificanceandareheldindefinitelyforthebenefitofpresentandfuturegenerations.
 ThePMTErecognisesaheritageassetasanassetif it isprobablethatfutureeconomicbenefitsorservicepotentialassociatedwiththeassetwillflowtothePMTE,andthecostorfairvalueoftheassetcanbemeasuredreliably. Heritage assets are measured at cost.
 With the exception of assets acquired through the transfer of functions under common control, which is measured at carrying amount, where a heritage asset is acquired through a non-exchange transaction, its cost is measured at its fair value as at the date of acquisition.
 Heritageassetsassessedashavingadualfunction,ofwhichasignificantportionisheldfortheprovisionofaccommodationor administrative purposes, are recognised and disclosed as property, plant and equipment.
 The cost of an item of heritage assets is the purchase price and other costs directly attributable to bring the asset to the location and condition necessary for it to be capable of operating in the manner intended by management.
 Heritage assets that cannot be reliably measured are not recognised, but relevant information about these assets are disclosedinthenotes,ifapplicable.Anycostsincurredsubsequentlyshallberecognisedinsurplusordeficitasincurred.
 After recognition as an asset, a heritage asset is carried at its cost less any accumulated impairment losses.
 Heritageassetsarenotdepreciatedastheyareregardedashavinganindefiniteusefullife,butareannuallyassessedfor impairment. If any such indication exists, the PMTE estimates the recoverable amount or the recoverable service amount of the heritage asset.
 The PMTE assesses, on an annual basis, whether there is an indication that it may be impaired. If any such indication exists, the PMTE estimates the recoverable amount or the recoverable service amount of the heritage asset.
 An impairment loss is recognised where the carrying amount exceeds the recoverable service amount for non-cash-generatingassets.Impairmentlossesandreversalsofimpairmentarerecognisedinsurplusordeficitintheperiodwhenthe event occurs.
 ThePMTEderecognises heritage assets on disposal, orwhenno future economic benefits or service potential areexpected from its use or disposal.
 The gain or loss arising from the derecognition of a heritage asset is included in surplus or deficit when the item isderecognised.
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 1.9 Intangible assets
 ThePMTErecognisesintangibleassetwhen:• itisprobablethattheexpectedfutureeconomicbenefitsorservicepotentialthatareattributabletotheassetwillflow
 to the PMTE; and• the cost or fair value of the asset can be measured reliably.
 WherethePMTEacquirestherightstouseanasset,otherthanexercisingitsrightsthroughlegislation,itclassifiestheseas intangible assets.
 With the exception of assets acquired through the transfer of functions under common control, which is measured at carrying amount, where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured at its fair value as at that date.
 Intangible assets are initially recognised at cost and subsequently carried at cost less any accumulated amortisation and any impairment losses.
 Theamortisationperiod,theamortisationmethodandtheresidualvaluesoftheintangibleassetswithfiniteusefullivesarereviewedonanannualbasis.Intangibleassetswithindefiniteusefullivesaretestedannuallyforimpairment.Anychangesarerecognisedasachangeinaccountingestimateinthesurplusordeficit.
 Amortisationisrecognisedinsurplusordeficitonastraight-linebasisovertheestimatedusefullivesoftheintangibleassets,unlesssuchusefullivesareindefinite.Amortisationcommencesontheassetswhentheyareintheconditionnecessary for them to be capable of operating in a manner intended by management.
 Amortisationisprovidedtowritedowntheintangibleassets,onastraightlinebasis,totheirresidualvaluesasfollows:
 Item Useful life
 Computer software 2–5years
 Items of intangible assets are derecognised when the asset is disposed of or when there are no further economic benefitsorservicepotentialexpectedfromtheuseoftheasset.
 Thegainorlossarisingfromthederecognitionofanintangibleassetsisincludedinsurplusordeficitwhentheassetisderecognised.
 Impairmentsandreversalsofimpairmentsarerecognisedinsurplusordeficitintheperiodthattheeventoccurs.Lossesor gains on impairments and impairment reversals are treated similarly to gains and losses for property, plant and equipment(refertonote1.6).
 1.10 Payables from exchange transactions
 The PMTE recognises payables from exchange transactions where liabilities result in counter-performance by respective parties as a result of exchange transactions.
 Payablesfromexchangetransactionsareinitiallymeasuredatfairvalue.Wheretheoutflowisexpectedtobecashoranotherfinancialasset,thepayableisclassifiedasafinancialliability.
 The PMTE recognises in payables an amount for accruals where an estimate is made of the amounts due for goods or services that have been received or supplied, but an invoice or formal request for payment has not been received at the reporting date.
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 1.11 Employee benefits
 Short-term employee benefits
 ThePMTErecognisesanundiscountedamountofshort-termbenefitsduetoemployeesinexchangefortherenderingofservicesbyemployeesasfollows:• As a liability in cases where the amounts have not yet been paid.• Wheretheamountpaidexceedstheundiscountedamountofthebenefitsdue,thePMTErecognisestheexcessas
 an asset to the extent that the overpayment will lead to a reduction of future payments or a cash refund.• Asanexpense,unlessthePMTEusestheservicesofemployeesintheconstructionofanassetandthebenefits
 received meet the recognition criteria of an asset, at which stage it is included as part of the cost of the related property, plant and equipment, investment property or intangible asset item.
 Leave benefits
 ThePMTErecognisestheexpectedcostofshort-termemployeebenefitsinsurplusordeficit,intheformofcompensatedabsences(paidleave)whentheemployeesrenderservicesthatincreasetheirentitlementtoleavebenefits.
 TheexpectedcostofaccumulatingleavebenefitsismeasuredastheadditionalamountthatthePMTEexpectstoincuras a result of the unused entitlement that has accumulated at the reporting date.
 Performance and service bonuses
 The PMTE recognises the expected cost of performance or service bonus payments where there is a present legal or constructive obligation to make these payments as a result of past events and a reliable estimate of the obligation can be made. A liability for service bonus is accrued on a proportionate basis as services are rendered. A liability for performance bonus, which is based on the employee's performance in the applicable year, is raised on the estimated amount payable in terms of the incentive schemes. The PMTE considers the present obligation to exist when it has no realistic alternative but to make the payments related to performance bonuses.
 Retirement and medical benefits Paymentstodefinedcontributionplansarechargedasanexpensetoemployeecostinsurplusordeficitinthesameyearas the related services are provided. Once the contributions are paid, the PMTE has no further payment obligations.
 Long service awards
 ThePMTErecognisestheexpectedcostofshort-termemployeebenefitsinsurplusordeficit,intheformoflongserviceawards,whentheemployeesrenderservicesforaperiodthatentitlesthemtolongserviceawardbenefitsasprescribedby DPSA policies.
 1.12 Retention liabilities
 Aretentionliabilityisrecognisedasafinancialliabilitywheremoniesduetoacontractorarewithheldforasetperiodoftime, during which the PMTE has an enforceable right to have defects remedied by the contractor. The measurement of the retentionliabilityisthesameaspayablesfromexchangetransactions,whichhavebeenclassifiedasfinancialliabilities.The liability is derecognised when the liability is settled or when the contractor defaults and is not entitled to settlement.
 1.13 Provisions and contingencies
 Provisionsarerecognisedwhen:• the entity has a present obligation as a result of a past event; and• itisprobablethatanoutflowofresourcesembodyingeconomicbenefitsorservicepotentialwillberequiredtosettle
 the obligation; and• a reliable estimate can be made of the obligation.
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 The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at the reporting date, discounted to present value where the time value of money is expected to be material.
 Provisionsarereviewedateachreportingdateandadjustedtoreflectthecurrentbestestimate.Provisionsarereversedifitisnolongerprobablethatanoutflowofresourcesembodyingeconomicbenefitsorservicepotentialwillberequiredtosettle the obligation.
 Provisionswherethetimingoftheoutflowisuncertainareclassifiedascurrentliabilities.
 ContingentassetsaredisclosedwherethePMTEhasapossible inflowofresources,buttheinflowdidnotmeettherecognition criteria of an asset. Contingent liabilities are disclosed where a liability is subject to an uncertain event or the outflowisonlyassessedtobepossible.
 Contingent assets and contingent liabilities have been based on the best estimate available at the time of preparing the financialstatements.
 Contingent liabilities relating to litigations have been based on the assessment of the estimated claim against the PMTE as at the end of the reporting period. Contingent liabilities on retentions, leases, unscheduled maintenance and municipalratesandservicesarebasedonmanagement'scalculationsofthepossibleinflows/outflowsexpected,butaresubject to consultation with respective third parties to determine the amount to be settled.
 1.14 Reserves
 The PMTE's reserves are made up of accumulated surplus.
 Accumulated surplus is mainly built up to ensure adequate rehabilitation and maintenance of state-owned infrastructure and future infrastructure development. 1.15 Statutory receivables and payables
 Classification, recognition and measurement
 Statutory receivables and payables arise from the right to receive cash or make payments in terms of legislative requirements. The PMTE will recognise receivables when it obtains the right to receive assets in terms of legislation at theamountdeterminedinthelegislation(i.e.transactionprice),whichisthefairvalueatinitialrecognition.Thereafter,the receivable will be assessed for impairment.
 Payablesarisingfromlegislatoryrequirementsaremeasuredattheamountdeterminedinlegislation(i.e.transactionprice).
 Statutory receivables and payables are not discounted.
 Impairment of receivables measured at cost
 At the end of each reporting period, the PMTE assesses all receivables to determine whether there is objective evidence that the asset or group of assets has been impaired. The inability to redeem amounts due based on the payment history is considered to be an indicator of impairment.
 If there is objective evidence that an impairment loss on receivables has been incurred, the amount of the loss is measured as the difference between the asset's carrying amount and the present value of the estimated future cash flows,excluding futurecredit losses thathavenotbeen incurred. Impairment lossonreceivables is impaireddirectlyto the receivables. Receivables at cost are discounted at a risk-free rate adjusted for the risk associated with the debt. Impairmentlossesarerecognisedinsurplusordeficitasexpenses.
 Impairment losses are reversed when an increase in the receivable's recoverable amount can be related objectively to an event occurring after the impairment was recognised, subject to the restriction that the carrying amount of the financialassetatthedatethattheimpairmentisreverseddoesnotexceedthecarryingamountthatwouldhavebeenrecognisedhadtheimpairmentnotbeenrecognised.Theamountofthereversalisrecognisedinsurplusordeficit.
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 1.16 Financial instruments
 Classification, recognition and measurement
 ThePMTE recognisesa financial assetor a financial liability in itsStatementofFinancialPositionwhen thePMTEbecomes a party to the contractual provisions of the instrument.
 ThePMTErecognisesfinancialassetsusingtrade-dateaccounting.
 The PMTE does not offset a financial asset and a financial liability unless a legally enforceable right to offset therecognised amounts currently exists and the PMTE intends to settle on a net basis or to realise the asset and settle the liability simultaneously.
 Interestrelatingtoafinancialinstrumentoracomponentofafinancialinstrumentisrecognisedasrevenueorexpenseinsurplusordeficit.
 ThePMTE'sfinancial instrumentsconsistsonlyofcashandcashequivalents, including thebankoverdraftandnon-derivative instruments, such as leases, receivables and payables with no or minimal transaction costs.
 Allfinancialinstrumentsareinitiallymeasuredatfairvalueandsubsequentlyamortisedcostusingtheeffectiveinterestmethod,exceptforleases(refertonote1.4).
 Forfinancialinstruments,whicharenotatfairvaluethroughsurplusordeficit,transactioncostsareincludedintheinitialmeasurement of the instrument.
 Interest is charged on debt outstanding exceeding the normal credit terms at the rate applicable to debt owed to the state, except for debt owed by government institutions.
 The effect of payment for short-term receivables outstanding for longer than 30 days is considered during the impairment assessment.
 Impairment of assets ThePMTEassesses,attheendofeachreportingperiod,whetherthereisanyobjectiveevidencethatafinancialornon-financialassetorgroupofassetsisimpaired.
 Financial assets measured at amortised cost
 Ifthereisobjectiveevidencethatanimpairmentlossonfinancialassetsmeasuredatamortisedcosthasbeenincurred,theamount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated futurecashflows(excludingfuturecreditlossesthathavenotbeenincurred).Impairmentlossonreceivablesisaccountedfor directly to the receivables. Financial assets at amortised cost are discounted to the original effective interest rate (i.e. the effectiveinterestratecomputedatinitialrecognition).Theamountofthelossisrecognisedinsurplusordeficit.
 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event occurring after the impairment was recognised, the previously recognised impairment loss is reversed directlytothereceivable.Thereversaldoesnotresultinacarryingamountofthefinancialassetthatexceedswhattheamortised cost would have been had the impairment not been recognised at the date of reversal. The amount of the reversalisrecognisedinsurplusordeficit.
 Attheendofeachreportingperiod,theentityassessesallfinancialassets,otherthanthoseatfairvalue,throughsurplusordeficit,todeterminewhetherthereisobjectiveevidencethatafinancialassetorgroupoffinancialassetshasbeenimpaired.
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 Foramountsdueto theentity,significantfinancialdifficultiesof thedebtor, theavailabilityof funds/budgetallocationofclients, the probability that the debtor will enter bankruptcy, default of payments and payment history are all considered indicators of impairment.
 Non-financial assets measured at cost
 Wherethecarryingamountofanon-financialassetexceeds itsrecoverableserviceamount, theasset isconsideredimpaired and is written down to its recoverable amount. An impairment loss is recognised immediately in surplus or deficit.Inassessingthevalueinuse,thePMTEhasadoptedthedepreciatedreplacementcostapproach.
 For further details regarding impairment of property, plant and equipment, investment property, heritage assets and intangible assets, refer to note 1.6.
 Derecognition
 Financial assets
 ThePMTEderecognisesfinancialassetsusingtradedateaccounting.
 ThePMTEderecognisesafinancialassetonlywhen:• thecontractualrightstothecashflowsfromthefinancialassetexpire,aresettledorarewaived;• thePMTEtransferstoanotherpartysubstantiallyalloftherisksandrewardsofownershipofthefinancialasset;or• the PMTE, despite having retained some significant risks and rewards of ownership of the financial asset, has
 transferred control of the asset to another party and the other party has the practical ability to sell the asset in its entirety to an unrelated third party, and is able to exercise that ability unilaterally and without needing to impose additionalrestrictionsonthetransfer.Inthiscase,thePMTE:
 - derecognises the asset; and - recognises separately any rights and obligations created or retained in the transfer.
 The carrying amounts of the transferred asset are allocated between the rights or obligations retained and those transferred on the basis of their relative fair values at the transfer date. Newly created rights and obligations are measured at their fair values at that date. Any difference between the consideration received and the amounts recognised and derecognised is recognisedinsurplusordeficitintheperiodofthetransfer.
 Financial liabilities
 ThePMTEderecognisesafinancialliability(orapartofafinancialliability)fromitsStatementofFinancialPositionwhenit is extinguished –i.e.whentheobligationspecifiedinthecontractisdischarged,cancelled,expiresoriswaived.
 The difference between the carrying amount of a financial liability (or part of a financial liability) extinguished ortransferred to another party and the consideration paid, including any non-cash assets transferred or liabilities assumed, isrecognisedinsurplusordeficit.Anyliabilitiesthatarewaived,forgivenorassumedbyanotherentitybywayofanon-exchange transactionareaccounted for inaccordancewith theStandardofGRAPonRevenue fromNon-exchangeTransactions(GRAP23).
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 1.17 Revenue from exchange transactions
 Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates.
 Revenueearnedfromaccommodationchargesisclassifiedasleaserevenue(refertonote1.4forfurtherdetailsontherecognitionandmeasurementofleaserevenue).Accommodationchargesaremeasuredbasedon:• thecostofleasingin(inthecasewherepropertyisleasedinfromtheprivatesector);• the budget devolution as agreed upon with the client departments (in the case of state-owned accommodation leased
 toclientdepartments);or• themarket-relatedrental(inthecaseofstate-ownedaccommodationleasedtotheprivatesectorandindividuals).
 Accommodationchargesdisclosedinthefinancialstatementsconsistsof:• Leasehold intergovernmental, which refers to lease revenue earned from assets that are owned by the private sector,
 which is then sub-leased to client departments;• Freehold intergovernmental, which refers to lease revenue from state-owned assets leased to client departments; and• Freehold private, which refers to lease revenue from state-owned assets leased to the private sector and individuals
 Revenuefromconstructioncontractsisclassifiedasrevenuefromexchangetransactionsandrecognisedbyreferencetothestage of completion of the contract when the outcome of a construction contract can be estimated reliably. When the outcome of a construction contract cannot be estimated reliably, construction revenue is recognised to the extent of contract costs incurred that are likely to be recoverable in the period in which they are incurred. An expected loss on a contract is recognised immediatelyinthesurplusordeficitintheperiodinwhichitwasincurred.Refertonote1.20forfurtherdetails.
 Interest is recognised, insurplusordeficit,using theeffective interest ratemethod. Interest is, interalia,earnedonadvances provided on projects conducted by implementing agents and freehold private leases.
 ThePMTEpaysmunicipalservicesonbehalfoftheclientdepartmentsandearnsa5%managementfeeonthevalueofthe municipal invoice. The management fee earned is recognised as revenue from exchange transactions in the surplus ordeficit.Anyamountsowedoroverpaidonthemanagementfeeisrecognisedeitherasareceivableorapayablefromthe exchange transactions, as appropriate.
 Otherrevenuefromexchangetransactionsisrecognisedwhenit isprobablethatfutureeconomicbenefitsorservicepotentialwill flow to theentityand that thesebenefits canbemeasured reliably.Revenuewill be recognised in thesurplusordeficitwhenitbecomesduetothePMTE.Revenueismeasuredatthefairvalueoftheconsiderationreceivedor receivable, net of any trade discounts and volume rebate.
 1.18 Revenue from non-exchange transactions
 Non-exchange transactions are defined as transactionswhere the entity receives value from another entitywithoutdirectly giving approximately equal value in exchange.
 ThePMTErecognisestheinflowofresourcesfromanon-exchangetransactionasrevenuewhenitcontrolstheasset,except in caseswhere a liability or equity is recognised in respect of that inflow. These liabilities are classified aspayablesfromnon-exchangetransactionsuntiltheconditionsrelatingtotherevenuehasbeensatisfied.Revenuefromnon-exchange transactions is measured initially at fair value.
 Transfer payments received from the DPW in order to fund operations and manage properties under the custodianship ofDPWarereferredtoasaugmentationandareclassifiedasrevenuefromnon-exchangetransactions.
 Revenue earned from freehold prestige accommodation charges is classified as lease revenue. Freehold prestigeaccommodation charges are recognised based on the reduced market-related rental as per the Ministerial Handbook.
 Where services are received in-kind and a reliable estimate can be made, the PMTE recognises the related revenue. In all other cases, the PMTE only discloses the nature of the transactions.
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 1.19 Expenditure
 Expenditureisclassifiedinaccordancewiththenatureoftheexpenditure.
 ThePMTErecognisesexpenditureinsurplusordeficitwhenadecreaseinfutureeconomicbenefitsorservicepotentialrelates to a decrease in an asset or an increase in a liability, other than those relating to distributions to owners.
 ThePMTErecognisesexpensesimmediatelyinsurplusordeficitwhennofutureeconomicbenefitsorservicepotentialareexpectedorwhen,andtotheextentthat,futureeconomicbenefitsorservicepotentialdonotqualifyorceasetoqualify for recognition as an asset in the Statement of Financial Position.
 ThePMTEalsorecognisesexpensesinsurplusordeficitinthosecaseswhenaliabilityisincurredwithouttherecognitionof an asset, for example, when a liability under a court ruling arises.
 Interestexpenseisrecognisedasanexpenseinsurplusordeficit intheperiodinwhichtheyareincurred,usingtheeffective interest method.
 1.20 Construction costs, revenue and receivables
 ExpenditureincurredincapitalconstructionprojectsisclassifiedasconstructioncostsandrecognisedintheStatementof Financial Performance when the amount is recoverable based on the work completed. The revenue is recovered on a full cost recovery basis. The related receivable is recognised when the amount becomes recoverable.
 1.21 Irregular, fruitless and wasteful expenditure
 Irregular,fruitlessandwastefulexpenditure,asdefinedbythePFMA,andmateriallossesthroughcriminalconductisrecognisedasexpenditureinthesurplusordeficitaccordingtothenatureofthepaymentanddisclosedseparatelyinnote31andnote32.Whentheamountissubsequentlyrecoverable,itisrecognisedasrevenueinsurplusordeficit.Any receivables recognised as a result of irregular, fruitless and wasteful expenditure or material losses through criminal conduct are subject to an annual impairment assessment.
 1.22 Related parties
 Management are those persons responsible for planning, directing and controlling the activities of the PMTE, including those charged with the governance of the PMTE in accordance with legislation, in instances where they are required to perform such functions. Close members of the family of a person are considered to be those family members who may beexpectedtoinfluence,orbeinfluencedby,thatmanagementintheirdealingswiththePMTE.
 Onlytransactionswithrelatedpartiesnotatarms'lengthornotintheordinarycourseofbusinessaredisclosedinnote35. Movable assets that have not been transferred specifically to the PMTE are not recognised by the PMTE, but arerecorded by the DPW.
 ManagementofthePMTEisdefinedasbeingindividualswiththeresponsibilityforplanning,directingandcontrollingtheactivitiesoftheentity.KeymanagementofficialsaremembersoftheExecutiveCommittee,membersoftheMinisterand Top Management Committee of the DPW, chairpersons of significant committees, heads of units and regionalmanagers. Where the remuneration of management is not accounted for by the PMTE (as included in note 35), the remuneration isnot included in thedisclosure.This includes the remunerationof theChiefFinancialOfficer, theDirector-GeneralandtheMinisterofPublicWorks.
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 1.23 Budget information
 ThePMTEpresentsacomparisonofbudgetamountsandactualamountsasaseparateadditionalfinancialstatement.Theapprovedandfinalbudgetamountsarepreparedonamodifiedcashbasis.Thebudgetispreparedbasedonthenatureoftherevenueandtheexpenditure.Theactualamounts(preparedonanaccrualbasis)areadjustedforbasisdifferences for comparability purposes.
 The PMTE budgets for revenue, including the transfer payment received through the DPW. The PMTE budget is part of the overall DPW vote. 1.24 Commitments
 ItemsareclassifiedascommitmentswhenthePMTEhascommitteditselftofuturetransactionsthatwillnormallyresultintheoutflowofcash.Thecurrentyear'sestimatesarebasedonunrecognisedcapitalandmaintenanceexpenditure,which has been approved and has either contracted for or an order has been issued to the supplier relating to immovable assets.
 See notes 7, 8, 9 and 10 for additional disclosure. The PMTE also manages other projects on behalf of client departments, which are not in respect of the PMTE's immovable assets. These agency commitments have been disclosed in note 34.
 1.25 Going concern assumption
 Theseannualfinancialstatementshavebeenpreparedon thegoingconcernbasis.Although thePMTEhasabankoverdraftofR1.9billion(2016:R1.5billion)andthecurrentliabilitiesexceedthecurrentassetsbyR8.8billion(2016:R8.2billion),managementmaintainsitsassertionthatthePMTEisabletocontinueonagoingconcernbasisinto the foreseeable future. The PMTE operates under the control and support of the DPW. The National Treasury has been informed of the PMTE's position accordingly. Management is embarking on a revenue generating drive and has reinforced its efforts to collect all outstanding debts.
 1.26 Comparative figures
 Comparativefigureshavebeenadjustedtocorrecterrorsidentifiedinthecurrentyear,butrelatingtoprioryears.Theeffect of the restatements is disclosed in note 37.
 1.27 Deferred revenue
 The PMTE recognises in payables an amount for deferred revenue where the leasing revenue (accommodation charges – freehold intergovernmental) recognised from client departments is deferred until the project is ready for use andcapitalised under immovable assets.
 1.28 Transfer of functions between entities under common control
 The transfer of functions from entities under common control are accounted for by the PMTE by recognising the assets acquired and liabilities assumed at provisional amounts at the date of transfer. Any difference between the assets and liabilitiesrecognisedandconsiderationpaid,ifany,isrecognisedinaccumulatedsurplusordeficit.
 InaccordancewiththetransitionalprovisionasperDirective2oftheGRAPReportingFramework,whereassetsandliabilities were acquired through a transfer of functions, the entity is not required to measure those assets and liabilities for a period of three years from the effective date of the transfer of functions or the effective date of the Standard, whichever is later.
 Due to the operationalisation of the PMTE, the DPW transferred certain functions to the PMTE on 1 April 2013 and 1April2014respectively.ThetransferoffunctionswasapprovedbytheAccountingOfficeron18November2013and30March2015respectivelywhensubstantialcontrolofthesefunctionswasobtained.
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 ThePMTEacquiredthefollowingfunctionsandtherelatedassetsandliabilitiesfromtheDPWon30November2013:• Asset Investment Management• Property Management• Facilities Management• Key Account Management• Regional Finance Units
 Full compliance is required by 31 March 2017 for the above transfer.
 ThePMTEacquiredthefollowingfunctionsandtherelatedassetsandliabilitiesfromtheDPWon30March2015:• Inner City Regeneration• Projects and Professional Services• Regional Coordination• Supply Chain Management• Regional Support and Regional Managers
 Full compliance is required by 31 March 2018 for the above transfer. Until such time as the measurement period expires, and the items of assets and liabilities associated with the transfer of functionsarerecognisedandmeasured,inaccordancewiththeapplicableStandardofGRAP,thePMTEdoesnotneedtocomplywiththeStandardsofGRAPon:• PresentationofFinancialStatements(GRAP1)• TheEffectsofChangesinForeignExchangeTransactions(GRAP4)• Leases(GRAP13)• Non-currentAssetsHeldforSaleandDiscontinuedOperations(GRAP100)
 The exemption for applying the measurement requirements of the relevant Standards of GRAP implies that anyassociated presentation and disclosure requirements do not need to be complied with for the relevant assets and liabilitiesinaccordancewiththerequirementsofthefollowingapplicableStandardsofGRAP:• Property,PlantandEquipment(GRAP17)• HeritageAssets(GRAP103)• InvestmentProperty(GRAP16)• IntangibleAssets(GRAP102)• EmployeeBenefits(GRAP25)• Provisions,ContingentLiabilitiesandContingentAssets(GRAP19)• Leases(GRAP13)
 The provisional amounts used to recognise the assets and liabilities are restated once they can be accurately determined. Only then will subsequent measurement requirements be applicable.
 Classesof assetsanduseful livesarepreliminaryandwill only be finalisedonce theassets transferredhavebeenverifiedandvalued.
 The measurement period exemption shall not exceed the later of three years from the effective date of the Standard and the transfer date.
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 2. Standards of GRAP issued but not yet effective
 2.1 Standards utilised in developing accounting policies and disclosure (with limited impact)
 ThePMTEhasutilisedtheprinciplesoftheStandardsofGRAPlistedbelowindisclosingandaccountingforrelevanttransactions.Asaresult,therewillbelimitedimpactonthefinancialstatementswhentheStandardbecomeseffective.
 Standard:• RelatedParties(GRAP20)• TransferofFunctionsUnderCommonControl(GRAP105)• StatutoryReceivables(GRAP108)
 2.2 Standards not yet effective (with possible extended impact)
 The PMTE has not applied the standards below, which have been approved but are not yet effective. The adoption of these Standards are not expected to have an impact on the results of the PMTE, but may result in more disclosure than iscurrentlyprovidedinthefinancialstatements.
 Standard:• AccountingbyPrincipalsandAgents(GRAP109)• SegmentReporting(GRAP18)
 2.3 Standards not yet effective (with no impact)
 The standards and interpretations listed below have been approved, but are not yet effective. It is unlikely that the above standards,interpretationsand/oramendmentswillhaveamaterialimpactonthefinancialstatementsofthePMTEoncethey become effective, as the PMTE does not engage in transactions within the scope of these standards.
 Standard/interpretation:• TransferofFunctionofEntitiesNotUnderCommonControl(GRAP106)• Mergers(GRAP107)• ServiceConcessionAgreementsWhereaGrantorControlsaSignificantResidualInterestinanAsset(IGRAP17)• ServiceConcessionAgreements:Grantor(GRAP32)
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 3. Receivables from exchange transactions
 2016/17 2015/16*R'000 R'000
 Financial assetsAccommodation debtors – leasehold intergovernmental 506028 529080
 Accommodation debtors – freehold intergovernmental debtors 613256 347 811
 Accommodation debtors – freehold private 29 171 4 601Municipal services 423 202 521118Debt account 5040 2 169Revenue accrual 1 986 446 1539672Municipal deposits 15758 15160Implementing agents 5341 –Other debtors 1385 8Recoverable property rates – –
 3 585 627 2 959 619Non-financial assetPrepaid expenses 1 273 764 824 427
 4 859 391 3 784 046
 Theapplicable interest rate foroutstanding receivables for theperiod is10.50% (2016:10.25%).Revenueaccrualsrelates to services rendered to our clients but not yet invoiced.
 Included in the prepaid expenses are contractual advances to other government entities, which are implementing agents ofthePMTE.Theinterestearnedontheseadvancesisincludedinimplementingagentsunderfinancialassetsabove.
 Receivables past due but not impaired
 All receivables past due were considered for impairments. Refer to note 22 for impairment loss incurred during the period for receivables from exchange transactions.
 Individually significant receivables that are impaired
 Individually significant receivables are identified if the specific receivable's outstanding balance exceeds 5% of thetotal outstanding balance for the class of the receivable. The factors to identify impairment are similar to the group assessment for impairment.Theanalysisbelowshows the totalaccumulated impairment from individuallysignificantreceivables,asapercentageofthegrossreceivablebalanceperclassofreceivable:
 2016/17 2015/16*% %
 Accommodation debtors – freehold intergovernmental debtors 32 49Accommodation debtors – leasehold intergovernmental 36 34Accommodation debtors – freehold private 24 25Municipal services 74 31Debt account 64 64Recoverable property rates 100 100
 *Restated– see note 37 and note 38
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 4. Receivables from non-exchange transactions
 2016/17 2015/16*R'000 R'000
 Accommodation debtors – freehold prestige 66 1596
 Certainpropertiesare leasedtoprestigeclients.AccordingtotheMinisterialhandbook,prestigeofficialsreceiveonestate-ownedresidenceatnocharge.Ifavailable,prestigeofficialsmayoccupyasecondstate-ownedresidence,whichis charged at a reduced rental as prescribed.
 Receivables from non-exchange transactions past due but not impaired
 There were no receivables past due that were not impaired. Refer to note 22 for impairment loss incurred during the period for receivables from exchange transactions
 5. Operating lease asset/(liability)
 2016/17 2015/16*R '000 R '000
 Current assets 713 292 899 747Current liabilities (702134) (855195)
 11 158 44 552
 Total operating lease asset – PMTE as lessor 675729 855195Leasehold intergovernmental 37562 44552Freehold private 713 291 899 747
 Total minimum lease receipts – PMTE as lessor 2 368 183 3 014 864Within one year 3 627 061 4 103 870Insecondtofifthyearinclusive 352755 653003Laterthanfiveyears 6 347 999 7 771 737
 Leasehold intergovernmental
 Based on the nature of leases that are running on a month-to-month and open-ended basis, the related leasehold commitment, is based on the contractually agreed upon notice period. The said amounts have been included in the “withinoneyear”ageingbracket.
 The intergovernmental operating leases are sub-lease agreements with various client departments and are on the same terms as those applicable to the lease agreements entered into with the landlords on leasehold property. As a result of the month-to-month and open-ended leasehold commitments included in the note below, the equal and opposite amount is included in the PMTE leases above.
 Freehold private
 The disclosure of the minimum lease payments above relates to state-owned properties that are leased out to private parties (accommodation debtor –freeholdprivate).
 *Restated– see note 37 and note 38
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 5. Operating lease asset/(liability) (continued)
 2016/17 2015/16*R'000 R'000
 Total operating lease liabilities – PMTE as lesseeOperating lease liabilities – leasehold intergovernmental 702 134 855 195
 Total minimum lease payments – PMTE as lesseeWithin one year 2410558 2981695Insecondtofifthyearinclusive 3727265 4004456Laterthanfiveyears 305403 501514
 6 443 226 7 487 665
 The PMTE has 2 597 active leases (2016: 2 459) included in the current private leasing portfolio. The leaseholdcommitmentsreflectedabovehavebeendeterminedbasedonthetermsandconditionsoftherelevantleaseagreements.Based on the nature of leases that are running on a month-to-month and open-ended basis, the related leasehold commitment,atfinancialreportingdate,isdeterminedtakingintoaccountthecontractuallyagreeduponnoticeperiod.Theseamountshavebeenincludedaspartofthe“withinoneyear”ageingbracket.
 6. Cash and cash equivalents2016/17 2015/16*R'000 R'000
 Cashandcashequivalentsconsistof:Cash on hand 218 234Bank balance 2 716 3 748Bank overdraft (1932441) (1468852)
 (1 929 507) (1 464 870)
 Current assets 2 934 3 982Current liabilities (1932441) (1468852)
 (1 929 507) (1 464 870)
 The interest rate on the bank balance is variable. The average effective interest rate on short-term bank deposits is 5.50%(2016:4.67%).Thebankoverdraftcarriesnointerest.
 *Restated– see note 37 and note 38
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 7. Property, plant and equipment
 2016/17 2015/16*Cost Accumulated
 depreciation and accumulated impairment
 Carrying value
 Cost Accumulated depreciation and
 accumulated impairment
 Carrying value
 R '000 R '000 R '000 R '000 R '000 R '000Land 42632554 – 42632554 42210085 – 42210085Buildings and improvements 99400745 (9437214) 89963531 95502608 (6897135) 88605473Furnitureandofficeequipment 111 039 (37802) 73 237 93 642 (21439) 72 203Motor vehicles 151 (82) 69 608 (384) 224Computer equipment 207 439 (79952) 127 487 196 937 (43892) 153045Other machinery and equipment 43 308 (11771) 31537 40 438 (7578) 32 860Total 142 395 236 (9 566 821) 132 828 415 138 044 318 (6 970 428) 131 073 890
 *Restated– see note 37 and note 38
 Additional disclosure relating to assets under construction
 2016/17 2015/16*Cumulative expenditure
 recognised in carrying value
 Carrying value of projects significantly
 delayed
 Carrying value of projects halted
 Cumulative expenditure
 recognised in carrying value
 R '000 R '000 R '000 R '000Land 256 – – 244Building and improvements 10 316 911 3 466 181 – 9 873 743
 Reasonsforconstructionprojectsbeingsignificantlydelayedaremainlyduetopoorcontractorperformance.
 Assets subject to finance lease (Net carrying amount)
 2016/17 2015/16*R'000 R'000
 Furnitureandofficeequipment 15673 10 633
 Vehicles 69 224
 15 742 10 857
 Refertonote14forfurtherdetailsregardingthecommitmentsforfinance-leasedassets.
 Contractual commitments for acquisition and maintenance of property, plant and equipment
 2016/17 2015/16*Committed for
 acquisition (CAPEX)
 Committed for maintenance
 (OPEX)
 Total commitment
 Committed for acquisition
 (CAPEX)R'000 R'000 R'000 R'000
 Building and improvements 3 089 228 6540892 9 630 120 5730749
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 7. Property, plant and equipment (continued)Transitional provisions
 All classes of property, plant and equipment were impacted on by the transfer of functions. Refer to note 38 for further details.
 Other disclosure
 Anadditional366propertieswereidentifiedontheDeedsdownloadreceivedduringMay2017effective31March2017,while 249 land parcels had changed ownership with no formal process or disposal followed. The latter land parcels have beenplacedunderinvestigationduetothenatureoftheownershipchange(refertonote24).
 The PMTE has reconciled its immovable asset register to the other national and provincial custodians and has identifiedpropertiesunderitscontrolwheretheunderlyinglandwasalsodisclosedbytheprovinces.Thesepropertiesmainly relate to instances where both a national and provincial function structure is located on the same land parcel. Included in the amounts recognised in property, plant and equipment are land parcels that are currently also included in the asset register of the provinces. The PMTE will continue to disclose such land until it is surveyed and the portion relatingtotheprovincialfunctionisidentifiableandtransferredwhereapplicable.Thetablebelowreflectsdetailsasat 31March2017:
 Number of properties
 Total extent of land (ha)
 Carrying value R'000
 Gauteng 202 1851R 151717Mpumalanga 2 4 R 209North West 3 6 R 839
 207 1 861 R 152 765
 Included in the properties recognised under property, plant and equipment are 235 unvested vacant land parcels (R158million)and583properties(R540million)occupiedbynationalgovernmentstilltobecorrectlyvested.
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 8. Investment property
 2016/17 2015/16*
 Cost Accumulated depreciation and
 accumulatedimpairment
 Carrying value
 Cost Accumulated depreciation and
 accumulatedimpairment
 Carrying value
 R'000 R'000 R'000 R'000 R'000 R'000Investment property 6 147 298 (607052) 5540246 6138651 (455285) 5683366
 Reconciliation of investment property – 2017
 Opening balance
 Additions through assets under construction
 Depreciation Total
 R'000 R'000 R'000 R'000Land 1 386 367 – – 1 386 367Building and improvements 4 296 999 8 647 (151767) 4153879
 5 683 366 8 647 (151 767) 5 540 246
 Reconciliation of investment property – 2016*
 Opening balance
 Additions through assets under construction
 Depreciation Total
 R'000 R'000 R'000 R'000Land 1 386 367 – – 1 386 367Building and improvements 4368598 80 168 (151767) 4 296 999
 5 754 965 80 168 (151 767) 5 683 366
 Additional disclosure relating to assets under construction
 2016/17 2015/16*Cumulative expenditure
 recognised in carrying value
 Carrying value of projects significantly
 delayed
 Carrying value of projects halted
 Cumulative expenditure
 recognised in carrying value
 R'000 R'000 R'000 R'000Building and improvements
 74 983 50532 – 273 746
 Reasonsforconstructionprojectsbeingsignificantlydelayedareduetopoorcontractorperformance.
 *Restated– see note 37 and note 38
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 8. Investment property (continued)Amounts recognised in the Statement of Financial Performance relating to investment property
 2016/17 2015/16*Revenue
 generatingNon-revenuegenerating
 Total Revenuegenerating
 Non-revenuegenerating
 Total
 R'000 R'000 R'000 R'000 R'000 R'000Property maintenance 10 39 49 85 147 232Municipal services 5734 429 6 163 701 306 1 007Property rates 4 739 777 5516 2 031 473 2504Cleaning and gardening – 37 37 177 – 177Security – 430 430 – 407 407Total direct expenses 10 483 1 712 12195 2 994 1 333 4 327Revenue from exchange (Freeholdprivate)
 65674 – 65674 40 787 – 40 787
 Total surplus/(deficit) on investment property
 55 191 (1 712) 53 479 37 793 (1 333) 36 460
 Contractual commitments for the acquisition and maintenance of investment property
 2016/17 2015/16*Committed for
 acquisition (CAPEX)
 Committed for maintenance
 (OPEX)
 Total commitment
 Committed for acquisition
 (CAPEX)R'000 R'000 R'000 R'000
 Building and improvements – – – 36365
 Transitional provisions
 All classes of investment property were impacted on by the transfer of functions. Refer to note 38 for further details.
 *Restated– see note 37 and note 38
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 9. Heritage assets
 2016/17 2015/16*Cost Accumulated
 depreciation and accumulatedimpairment
 Carrying value
 Cost Accumulated depreciation and
 accumulatedimpairment
 Carrying value
 R'000 R'000 R'000 R'000 R'000 R'000Land 559346 – 559346 559346 – 559346Building and improvements 87577 – 87577 87577 – 87577Total 646 923 – 646 923 646 923 – 646 923
 Reconciliation of heritage assets – 2017
 Opening balance
 Additions through assets under construction
 Total
 R'000 R'000 R'000Land 559346 – 559346Building and improvements 87577 – 87577
 646 923 – 646 923
 Reconciliation of heritage assets – 2016*
 Opening balance
 Additions through assets under construction
 Total
 R'000 R'000 R'000Land 559346 – 559346Building and improvements 87 363 214 87577
 646 709 214 646 923
 Additional disclosure relating to assets under construction
 2016/17 2015/16*Cumulative
 expenditure recognised in carrying value
 Carrying value of projects significantly
 delayed
 Carrying value of projects
 halted
 Cumulative expenditure recognised
 in carrying valueR'000 R'000 R'000 R'000
 Building and improvements 445 – – 1 166
 Contractual commitments for the acquisition and maintenance of heritage assets
 2016/17 2015/16*Committed for
 acquisition (CAPEX)Committed for
 maintenance (OPEX)Total
 commitmentCommitted for
 acquisition (CAPEX)R'000 R'000 R'000 R'000
 Building and improvements 46 – 46 330
 Transitional provisions
 All classes of investment property were impacted on by the transfer of functions. Refer to note 38 for further details.
 *Restated– see note 37 and note 38
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 10. Intangible assets
 2016/17 2015/16*Cost Accumulated
 amortisation and accumulatedimpairment
 Carrying value
 Cost Accumulated amortisation
 and accumulatedimpairment
 Carrying value
 R'000 R'000 R'000 R'000 R'000 R'000Computer software 28 017 (7127) 20 890 16 269 (4620) 11 649
 Reconciliation of intangible assets – 2017
 Opening balance
 Additions Transfers between DPW and PMTE
 Amortisation Impairmentloss
 Total
 R'000 R'000 R'000 R'000 R'000 R'000Computer software 11 649 11 871 49 (2679) – 20 890
 Reconciliation of intangible assets – 2016*
 Opening balance
 Additions Transfers between DPW and PMTE
 Amortisation Impairmentloss
 Total
 R'000 R'000 R'000 R'000 R'000 R'000Computer software 11506 3 711 (1660) (1885) (23) 11 649
 Additional disclosure relating to assets under development
 2016/17 2015/16*Cumulative expenditure
 recognised in carrying value
 Carrying value of projects
 significantly delayed
 Carrying value of projects
 halted
 Cumulative expenditure
 recognised in carrying value
 R'000 R'000 R'000 R'000Computer software 15268 15268 – 3 397
 ReasonfortheprojectbeingsignificantlydelayedisduetopoorcontractorperformancerelatingtotheArchibus/SAGEintegration software development project.
 Contractual commitments for acquisition and maintenance of intangible asset
 2016/17 2015/16*Committed for
 acquisition (CAPEX)
 Committed for maintenance
 (OPEX)
 Total commitment
 Committed for acquisition
 (CAPEX)R'000 R'000 R'000 R'000
 Computer software – – – 11 871
 TRANSITIONAL PROVISIONS
 Intangible assets recognised at provisional amounts
 All classes of intangible assets were impacted on by the transfer of functions. Refer to note 38 for further details.
 *Restated– see note 37 and note 38
 PROPERTY MANAGEMENT TRADING ENTITYAnnualfinancialstatementsfortheyearended31March2017
 NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Page 270
                        

Department of Public Works • Annual Report 2016/17 268
 11. Deferred revenue
 2016/17 2015/16*R'000 R'000
 Deferred revenue 6 418 437 6227596
 This relates to recoverable capital claims for projects that are under construction, which will be deferred until the project is complete.
 Opening balance 6227596 6 063 187Plus:Revenuedeferredduringtheyear 2 076 947 2344152Less:Revenuerecognisedduringtheyear (1886106) (2179743)
 6 418 437 6 227 596
 12. Payables from exchange transactions
 2016/17 2015/16*R'000 R'000
 Financial liabilitiesAccrued expenses – Assets 390 392 252819
 Accrued expenses – Cleaning and gardening 17157 20 841
 Accrued expenses – Leases 418 819 326 860
 Accrued expenses – Maintenance 468259 586367
 Accrued expenses – Municipal services 1001975 720529
 Accrued expenses – Other 99564 190 790
 Accrued expenses – Property rates 76 743 33 832
 Accrued expenses – Schedule maintenance 227035 109 704
 Accrued expenses – Security 3 381 5563Total accrued expenses 2703325 2247305Unallocated deposits 4 441 1 346Trade payables – 2Deposits received 17 16
 2 707 783 2 248 669Non-financial liabilitiesIncome received in advance – leases 539251 510835
 Income received in advance – other services 116 438 67 7163 363 472 2 827 220
 13. Retention liabilities
 2016/17 2015/16*R'000 R'000
 Current liabilities 283 817 278255Non-current liabilities 38 210 21 381
 322 027 299 636
 *Restated– see note 37 and note 38
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 14. Finance lease obligation
 2016/17 2015/16*R'000 R'000
 Minimum lease payments due- within one year 9 714 7 981-insecondtofifthyearinclusive 8895 4 603
 18 609 12584less:futurefinancecharges (1870) (977)Present value of minimum lease payments 16 739 11 607
 Present value of minimum lease payments due- within one year 8455 7 274-insecondtofifthyearinclusive 8 284 4 333
 16 739 11 607
 Current liabilities 11 174Non-current liabilities 8 284 433
 16 739 11 607
 Thefinanceleaseliabilityrelatestovehicles,furnitureandofficeequipment,wherebythePMTEtakesownershipoftheasset upon completion of the contract. These contracts are typically for a period of 36 months for other equipment and 24monthsforcellphonesand3Gcards.Allcontractshavenoescalationclauses.
 15. Employee benefit obligations
 Reconciliation – 2017Openingbalance
 Utilisedduring the
 year
 Over/(under)provided
 Additions Total
 R'000 R'000 R'000 R'000 R'000Leave 110 684 (99691) (10994) 126 198 126 197Service bonus 34 012 (33285) (727) 35730 35730Performance bonus 18 094 (18170) 76 20651 20651Long service awards 5734 (2782) – 3 232 6 184
 168 524 (153 928) (11 645) 185 811 188 762
 Reconciliation – 2016*Leave 118 826 (105935) (12891) 110 684 110 684Service bonus 33 613 (32093) (1520) 34 012 34 012Performance bonus 18 144 (16801) (1343) 18 094 18 094Long service awards 5059 (2277) – 2952 5734
 175 642 (157 106) (15 754) 165 742 168 524
 Transitional provisions
 Includedintheaboveisemployeebenefitobligationsrecognisedatprovisionalamount.Refertonote38forfurtherdetails.
 *Restated– see note 37 and note 38
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 *Restated– see note 37 and note 38
 16. Provisions
 Reconciliation of provisions – 2017 Openingbalance
 Additions Utilised during the year
 Change in estimate
 Total
 R'000 R'000 R'000 R'000 R'000Municipal services and property rates 1 000 011 85992 (154197) – 931 806Unplanned maintenance – 511407 – – 511407Legal proceedings 13295 3 780 (31) (5988) 11056
 1 013 306 601 179 (154 228) (5 988) 1 454 269
 Reconciliation of provisions – 2016*Municipal services and property rates – 1 288 719 (288708) – 1 000 011
 Legal proceedings 15551 2 798 (5054) – 1329515 551 1 291 517 (293 762) – 1 013 306
 Municipal services and property rates
 TheDPWembarkedonPhase IIof the InvoiceVerificationProject toverifyclaimsacrossall regionsmadeby localmunicipalitiesonarrearmunicipaldebts.Theproject involveddetailedandextensive investigationandverificationofclaimswith the localmunicipalities to ensure that only confirmed and valid claimswere settled.The next phase oftheprojectwouldbetoconfirmthedebtwiththerelevantdepartmentstosettletheremaining liabilityandtorecoveroverpayments to municipalities. National Treasury is being consulted to assist with a uniform approach concerning the settlement of the debt and outstanding interest.
 As a result of this project, the PMTE has identified prepayments to municipalities amounting to R177 million (2016:R135million)includedintheprepaidexpensesinnote3.
 Debtowedto/duefrommunicipalitiesbutnotconfirmedhasbeenincludedincontingentliabilitiesandcontingentassetsrespectively(refertonote30).IncludedincontingentliabilitiesisanamountofR25millionrelatingtointerestchargedbymunicipalities,whichisstillintheprocessofverification.
 Unplanned maintenance
 The PMTE appoints contractors to perform repair and maintenance services for its properties. These transactions have beenclassifiedasaprovisionasthereisagreaterelementofuncertaintyregardingtheamountsandtimingoftheworkperformed. Management is in the process of engaging with contractors to provide all the required documentation to validate invoices.
 Legal proceedings
 Provisions for legal proceedings consist of claims and litigations for services that have been delivered without an indicationofthetimingofsettlementortheamountofsettlement.Theprovisionisbasedontheamountsconfirmedbythe legal advisors of the PMTE.
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 17. Revenue from exchange transactions
 2016/17 2015/16*R'000 R'000
 Accommodation charges – Leasehold intergovernmental 4 008 113 4 222 006Accommodation charges – Freehold intergovernmental 6 362 928 6453929Accommodation charges – Freehold private 65674 40 787Management fees on municipal services 193 172 182 001Reversal of impairment loss for receivables from exchange transactions 75860 47 734Sundry revenue 7 639 25922Interest revenue 9 726 7265Recoveries 678 10
 10 723 790 10 979 654Interest revenue consists of:Interest from receivables 9 719 7 261Interest on bank balances 7 4
 9 726 7 265
 18. Revenue from non-exchange transactions
 2016/17 2015/16*R'000 R'000
 Augmentation 3 389 448 3524652Goodsandservicein-kind 27 164 36 938Contractorfines 2 714 10546Accommodation charges – Prestige 1 870 2 013Revenue from transfer of immovable assets 1081153 432 877Reversal of impairment loss for receivables from non-exchange transactions – 552
 4 502 349 4 007 578
 19. Construction revenue and expenses
 2016/17 2015/16*R'000 R'000
 Amount recognised in surplusConstruction revenue 254527 256288Construction expenses (254527) (256288)
 – –
 Thefollowingisincludedintherevenueaccrualamountpernote3:
 Gross amount due from clientsCosts incurred to date 951043 696515Amounts invoiced to date (936496) (676061)
 14 547 20 454Amounts not yet billed (revenue accrual)Retentions 7 839 6 173Accrued expenses 6 708 14 281
 14 547 20 454
 *Restated– see note 37 and note 38
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 20. Depreciation, amortisation and impairments of assets
 2016/17 2015/16*R'000 R'000
 Property, plant and equipment 2605173 2450713Investment property 151767 151767Intangible assets 2 679 1 908
 2 759 619 2 604 388
 21. Employee-related costs
 2016/17 2015/16*R'000 R'000
 Bargaining council 336 317Basic salary and non-pensionable salary 1 144 790 971 024Housing allowances 54996 52834Medical aid contributions 72 693 69 141Overtime 17 641 21 079Pension fund contributions 114 132 108625Performance bonus 22 612 17 318Service bonus 73 667 69 798
 1 500 867 1 310 136
 22. Impairment loss on receivables2016/17 2015/16*R'000 R'000
 Receivables from exchange transactions 301 443 472356Receivables from non-exchange transactions 2 133 –
 303 576 472 356
 23. Interest expense2016/17 2015/16*R'000 R'000
 Interest on overdue accounts 106 888Interest on municipal services and property rates 85991 243577Interestonfinanceleases 1 991 942
 88 088 245 407
 Interest due on backlog municipal services and property rates has not been paid yet. A provision for this has been included in note 16.
 *Restated– see note 37 and note 38
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 24. Loss on disposal/transfer of assets2016/17 2015/16*R'000 R'000
 Property, plant and equipment 356928 5186
 Themajorityofthelossonthedisposalofproperty,plantandequipment(amountingtoR346million)relatestothe249landparcels,whichhavechangedownershipduringthe2016/17financialperiod.Thesearecurrentlyunderinvestigation.Refer to note 7.
 25. Operating lease2016/17 2015/16*R'000 R'000
 Operating lease – building and improvements 4115701 4 003 001Operating lease –vehicles,furnitureandofficeequipment 40 822 42453Rent on land 24 672 32570
 4 181 195 4 078 024
 26. Property maintenance (contracted services)2016/17 2015/16*R'000 R'000
 Property maintenance expense relates to the following asset categories:Property, plant and equipment 2 842 233 2968531Investment property 49 232Heritage assets 2 891 2 949Leased properties 9 942 10 349
 2 855 115 2 982 061
 The property maintenance expense constitutes payments to contractors for services rendered relating to repairs and maintenance on properties.
 *Restated– see note 37 and note 38
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 27. Sundry operating expenses
 Note 2016/17 2015/16*R'000 R'000
 Advertising 3 041 3 909Auditors remuneration 28 387 29 776Bad debts written off 1 877 14 648Bank charges 305 196Bursaries 4 119 –Claims against the state 37 1 429Cleaning and gardening 250004 217 999Communication expenses 14 684 12 614Computer software-related expenses 11 411 19 961Consulting fees 27.1 290 477 211 036Consumables 27165 24075Fleet expenses 27.2 12155 18 486Losses incurred 62 113 57211
 Municipal service expenses 258922 809795
 Other contractors 6 467 5435Other goods and services 12150 1 724Retirement awards 9 086 10 420Security 76 220 60 948Service in-kind expenses 27.3 21 420 5285Service in-kind receivable derecognised 27.4 – 187 183Travel and subsistence 71 779 69 227
 1 161 819 1 761 357
 27.1 Consulting fees
 Included inconsulting fees isR149million(2016:R79million)paid to theSpecial InvestigatingUnit for investigationpurposes,andR29million(2016:R16million)paidtoCOEGADevelopmentCorporationforbusinessimprovementsandprocess reviews.
 27.2 Fleet expenses
 The PMTE has entered into operating lease arranagements for vehicles. The operating lease for vehicles is on a month-to-month basis and therefore no operating lease asset or liability exists.
 27.3 Service-in-kind expense
 This amount relates to expenses and movable assets paid for by the PMTE, but utilised by the DPW.
 27.4 Service-in-kind receivable derecognised
 PreviouslythePMTErecognisedcertainexpenses,whichwerepaidbytheDPWasareceivable(e.g.employeebenefitsduetoemployeespaidforbytheDPW).However,asaresultofthetransferofbudget,theDPWwillnolongerbeliabletopayfortheseexpensesandbenefitsduetothePMTE.Asaresult,thereceivablewasderecognised.
 *Restated– see note 37 and note 38
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 28. Cash generated from operations
 2016/17 2015/16*R'000 R'000
 Surplus 980 613 402875Adjustments for:Depreciation, impairment and amortisation 2759619 2 604 388Loss on disposal/transfer of assets 356928 5186Interest expense 88 088 245407Interest revenue (4422) (7261)Revenue from transfer of immovable assets (1081153) (428877)Impairment on receivables 303576 472356Bad debt written off 1 877 14 648Reversal of impairment loss on receivables (75860) (48286)
 Service-in-kind revenue (27164) (36938)
 Service-in-kind expenditure 21 420 5285Losses incurred 62 234 57212
 Changes in working capital:
 Receivables from exchange transactions (1360622) (1939688)Receivables from non-exchange transactions (603) 186 423Operating lease asset 186456 69 081Operating lease liabilities (153061) (61344)Payables from exchange transactions 536148 698 290Provisions 354973 594087Employeebenefitobligations 20 238 152973Retention liabilities 22 391 42 282Deferred revenue 190 841 164 409
 3 182 517 3 192 508
 29. Budget differencesReconciliation of budget to actual
 2016/17R'000
 Netcashflowsfromoperatingactivities 3182517Netcashflowsfrominvestingactivities (3650295)
 (467 778)
 CashdeficitperStatementofComparisonofBudgetandActualAmounts (464637)Deficitfortheyear 980 613Basis difference 515 976
 The difference between the cash surplus according to the Statement of Comparison of Budget and Actual Amounts and the Statement of Financial Performance relates to non-cash movements. The PMTE's approved budget was for the 12- month period ending 31 March 2017.
 *Restated– see note 37 and note 38
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 29. Budget differences (continued)Explanations of material variances between the actual amounts and the final budgeted amount
 Accommodation charges – freehold intergovernmental
 The revenue variance is largely attributable to intergovernmental accommodation charges invoiced for R217 million, whichwasnotrecoveredfromtheclientdepartments(primarilyCorrectionalServices).
 Construction revenue
 Projected recoveries from construction contracts are budgeted for against state-owned accommodation charges. Revenue from construction contracts relating to non-state-owned assets is, however, recognised separately as construction revenueintheStatementofFinancialPerformanceinaccordancewithGRAP.Thesecontractswereidentifiedduringthe2016/17annualfinancialstatementsprocessandrelatedtotheDepartmentofDefenceendowmentproperties.Aseparate budget allocation will be provided for in future for these non-state-owned assets.
 Municipal services recovered and paid
 The PMTE performs the role as agent for all client departments when municipal services are provided. These services are performedforthebenefitoftheclient,whoremainstheprincipalinthisagreement.Theprincipalshouldaccountfortheamount received or paid, hence zero amount is budgeted for this item. Net effect of payments and recoveries should be zero, as municipal services are managed on a cost-recovery basis. Payments may exceed recoveries due to delays in invoicing.
 Construction costs
 Projected expenditure from construction contracts is budgeted for against capital recoverable. Expenditure from construction contracts relating to non-state-owned assets is, however, recognised separately as construction costs in theStatementofFinancialPerformanceinaccordancewithGRAP.Thesecontractswereidentifiedduringthe2016/17annualfinancialstatementsprocessandrelatedtotheDepartmentofDefenceendowmentproperties.Aseparatebudgetallocation will be provided for in future for these non-state-owned assets.
 Planned maintenance
 The budget is based on the planned projects roll-out of an extensive project portfolio. Considering the poor condition of the portfolio, the extent of the repairs to be done at the facilities is often underestimated. It is extremely challenging to accurately cost the project activities at inception.
 Maintenance
 This budget relates to day-to-day breakdowns and routine maintenance done on installations such as air conditioners, boilers, water treatment plants, etc. Due to the nature of the expense, the budget is monitored and adjusted frequently, butneedstobeflexibleasthenumberofbreakdownscannotbepredicted.
 Property rates
 Approvalwasgiventosettleoutstandingdebtsonarrearratesresultingfromtheratesverificationproject.Thisresultedin substantial additional arrear payments being settled.
 Municipal services expenditure
 The 2016/17 allocation was reduced based on savings realised in 2015/16. Expenditure during 2016/17, however,increasedsignificantlyintheCapeTownandPretoriaregionalofficesashistoricalcreditnotesresultingfrompreviousincorrect billing were exhausted.
 Administrative goods and services
 Underspending relates to unforeseen delays in the execution of various turnaround projects.
 Compensation of employees
 Compensation of employees was underspent following delays in populating the new structure.
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 29. Budget differences (continued)Machinery and equipment
 Underspending relates to ICT orders for data centre upgrades and the installation of UPS servers not being executed before year-end.
 Capital recoverable
 Slow expenditure occurred against the DPW Prestige, Defence, and Arts and Culture projects in the Cape Town and Pretoriaregionaloffices,whichledtotheunderspendingonclientinfrastructureexpenditure.
 30. Contingencies
 2016/17 2015/16*R'000 R'000
 Contingent liabilitiesMunicipal services and property rates 60544 60544Legal claims against the PMTE 88 183 67358Projects 6 394 –
 155 121 127 902
 Municipal services and property rates
 TheDPWembarkedonPhase II InvoiceVerificationProject to verify claimsmadeby localmunicipalities onarrearmunicipal debts. The project involved a detailed investigation of claims with local municipalities to ensure that only valid claims are settled. For further details, refer to note 16.
 Legal claims against the PMTE
 The claims against the PMTE arose from property and maintenance disputes with various third parties and/or service providers, as well as litigations regarding cancellations of rental leases. The entity’s legal advisors are handling the claims on behalf of the PMTE and have assessed the probability of each claim in determining the total amount of the legalcontingentliabilityandthattheoutflowofeconomicbenefitsispossibleatthereportingdate.
 Projects
 Certain projects have reached final completion status; however, there are disputes regarding the final remeasurements and/or contractual penalties between the contractor, the quantity surveyor and the PMTE. No legal actionwastakenbyanystakeholderattheendofthereportingperiod.Thefiguredisclosedrepresentstheremainingcommitment, after deducting any retentions and accruals at the reporting date.
 2016/17 2015/16*R'000 R'000
 Contingent assetsMunicipal services and property rates 828 828Municipal services - shared savings 75930 –Legal claims by the PMTE 193 436 179 134Retentions and variable contract guarantees 45742 126215Recoverable property rates – UndefinedProperty, plant and equipment Undefined Undefined
 315 936 306 177
 *Restated– see note 37 and note 38
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 30. Contingencies (continued)Municipal services and property rates
 TheDPWembarkedonPhase II InvoiceVerificationProject to verify claimsmadeby localmunicipalities onarrearmunicipal debts. The project involved a detailed investigation of claims with local municipalities to ensure that only valid claims are settled. For further details, refer to note 16.
 Municipal services – shared savings
 ThePMTEhasembarkedonaprojectwithserviceproviderstoincreaseusageefficienciesofenergyandwater,resultingindirect and indirect monetary savings to the relevant client departments. The service providers' interventions have reduced their municipal services consumption, which is a direct saving against the client departments' budgets. In addition, the interventions,enteredintobytheserviceprovider,haveidentifiedbillingerrorsagainsttheclientdepartments'municipalaccounts. These errors have been corrected and the client departments have enjoyed the refunds directly against their municipal accounts. The invoices from the service providers for the interventions undertaken are in the process of being discussed with the relevant client departments for reimbursement purposes.
 Legal claims by the PMTE
 The claims for the PMTE arose from property and maintenance disputes with various third parties and/or service providers. The Department’s legal team are handling the claims on behalf of the PMTE and have assessed the probability of each claimindeterminingthetotalamountofthelegalcontingentassetandthattheinflowofeconomicbenefitsispossibleat the reporting date.
 Retentions and variable contract guarantees
 Different contract types exist for the construction of properties by the contractors, which include a range of security clauses for the purpose of managing the risk of non-performance by the contractor. These security clauses stipulate that thePMTEisentitledtoretainaspecifiedportionofthepaymentoneachinvoicereceived.However,managementdidnotapplythesesecurityclausesaccurately,resultingininsufficientamountsbeingretainedoneachpayment.Atinceptionof the contract, the PMTE has the choice of either selecting a retention or a guarantee for security purposes should the contractor default. The variable contract guarantee is paid upfront by the contractor, while for retentions, a percentage is withheld on each payment to the contractor.
 PMTE's management has the intention to recoup these amounts on future payments. However, contractors may not be willing to accept a reduced payment and carry the consequences for management oversight. Therefore, in the absence of objective evidence that the PMTE will be able to recover these funds before the projects are completed, the PMTE cannotconcludethatfutureeconomicbenefitswillbepossibleandacontingentassetisdisclosed.
 Recoverable property rates
 The PMTE is currently paying for property rates on properties of which it is not the registered custodian. In the previous financialperiod,propertiestothevalueofR90millionweredisclosedtobestillunderinvestigation.Duringthecurrentfinancialperiod,theprocesshasbeenconcludedandallpropertiesrateshavebeenaccountedforaccordingly.
 Property, plant and equipment
 Thereare164landparcelswherethePMTEisworkingwiththeOfficeoftheSurveyor-Generaltoobtaintherequireddata in order to enable the recognition of the relevant assets where applicable.
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 31. Fruitless and wasteful expenditureReconciliation of fruitless and wasteful expenditure
 2016/17 2015/16*R'000 R'000
 Opening balance 246 736 261 461Fruitless and wasteful expenditure - relating to current year 119 66Fruitless and wasteful expenditure - relating to prior year 38 –Less amounts reversed (147619) (14791)
 99 274 246 736
 AnamountofR106million currently included inproperty, plant andequipment (refer tonote7),wasdiscoveredaspotential fruitless and wasteful expenditure, which management still needs to validate in line with the National Treasury GuidelineonFruitlessandWastefulExpenditureandthePolicyonManagementofFinancialMisconduct.Thevalidationwillbecompletedinthe2017/18financialyearandappropriatedisclosureswillbemade.
 Fruitless and wasteful expenditure relating to the current year amount of R119 000 and prior year amount of R38 000 relates to instances where accommodation was reserved, but not utilised and interest paid on overdue accounts.
 TheamountreversedofR147millionrelatestotransactionspreviouslyclassifiedasfruitlessandwastefulexpenditurewhere rentals were paid on unoccupied buildings for various reasons and the amounts are recoverable from client departments. Management later found that these transactions did not meet the definition of fruitless and wastefulexpenditure.
 Details of fruitless and wasteful expenditure – discovered in the current year
 2016/17 2015/16*R'000 R'000
 Accommodation not utilised – 5Interest paid on overdue accounts 114 33Transport costs 5 –
 119 38
 *Restated– see note 37 and note 38
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 32. Irregular expenditure
 2016/17 2015/16*R'000 R'000
 Reconciliation of irregular expenditureOpening balance 5147987 31985176Add:Irregularexpenditure– current year 11058 509676
 Add:Irregularexpenditure– prior year 257116 725
 Less:Amountscondoned– current year – (90212)
 Less:Amountscondoned– prior years (359409) –Less:Amountsnotrecoverable(notcondoned) (1351493) (27257378)
 3 705 259 5 147 987
 Investigationsintoinstancesofconfirmedirregularexpenditureisanongoingprocess.Whereinvestigationshavebeenconcludedandofficialshavebeen found liable,appropriateaction is takenbymanagement in linewith theNationalTreasuryGuidelinesonIrregularExpenditureandtheapprovedPolicyonManagementofFinancialMisconduct.
 Prior year amounts condoned relate to transactions where consultants in construction were appointed in terms of the authorised Roster Consultant System.
 Preliminaryinvestigationsintoamountsnotrecovered(notcondoned)foundnoinstancesoffraudulentactivities.Afterextensive discussions with National Treasury, a decision wasmade to cease further investigation on the identifiedtransactions as the costs far outweigh the benefits that would be derived from continuing with the cases. Factorsconsideredwerethatgoodsandserviceswere infactdeliveredtotheDepartmentandthe involvedofficerswerenolongeremployedbytheDepartment.Thesetransactionswereidentifiedlongaftertheeventshadtakenplaceandnotinthe year in which the irregularity had occurred.
 An amount of R29 million was discovered as potential irregular expenditure, which management still needs to validate inlinewiththeNationalTreasuryGuidelinesonIrregularExpenditure.Thevalidationwillbecompletedinthe2017/18financialyearandappropriatedisclosures,wherenecessary,willbemade.
 Details of irregular expenditure
 2016/17R'000
 Correct procurement process not followed in prior year 215562Accrued expenditure on transactions emanating from inappropriate procurement processes 41554Appropriate approval not obtained from delegated authority 11058
 268 174
 TheamountofR257millionincurredinthecurrentyearrelatestovariousmulti-yearcontractswherecorrectprocurementprocesses were not followed in the previous years.
 An amount of R11 million incurred in the current year relates to emergency procurement of maintenance work performed at various buildings, for which approval was either not obtained or granted by the delegated authority.
 *Restated– see note 37 and note 38
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 32. Irregular expenditure (continued)Details of irregular expenditure not recoverable (not condoned)
 2016/17R'000
 Correct process not followed in prior years (1081999)Prior period errors (269494)
 (1 351 493)
 Roster appointments relate to a database of professionals appointable by the Department as and when the Department embarkedonconstructionprojects.Inthepreviousfinancialyears,thedatabasewasfoundtonothavecompliedwiththequotationrequirementsofNationalTreasury.TheincidentwascondonedbytheAccountingOfficerasthedelegatedauthorityinlinewiththeapprovedPolicyonManagementofFinancialMisconductinthepreviousfinancialyear.
 Details of irregular expenditure – prior year amounts condoned
 2016/17R'000
 Roster appointments (359409)
 Roster appointments relate to a database of professionals appointable as lead consultants on projects. This dispensation was not compliant with National Treasury's prescripts relating to quotation thresholds. The incident was condoned by the AccountingOfficerinthepreviousfinancialyear.
 33. Financial instruments disclosureCategories of financial instruments
 2016/17 2015/16*R'000 R'000
 Financial assets at amortised costReceivables from exchange transactions 3585627 2959619Cash and cash equivalents 2 934 3 982
 3 588 561 2 963 601Financial liabilities at amortised costBank overdraft 1 932 441 1468852Payables from exchange transactions 2 707 783 2 248 669Retention liabilities 322 027 299 636Finance lease obligation 16 739 11 607
 4 978 990 4 028 764
 *Restated– see note 37 and note 38
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 34. Risk managementFinancial risk management
 ThePMTE’sactivitiesexposeittoavarietyoffinancialrisks,comprisingofmarketrisk(includinginterestraterisk),creditrisk and liquidity risk.
 TheDirector-General,as theAccountingOfficer, is responsible forstrategic riskmanagement.TheAuditCommitteeprovides oversight over the risk management. The PMTE has a risk management strategy that has been developed in terms of Treasury Regulation 3.2. The purpose of the PMTE risk management strategy is to identify the risks and ensure that theoverall riskprofileremainsatacceptable levels.Theriskmanagementstrategyprovidesreasonable,butnotabsolute, assurance that risks are being adequately managed.
 The PMTE's risk policy sets out the minimum standards of risk management to be adopted and adhered to by all the units within the PMTE. The risk policy is established to identify and analyse the risks faced by the PMTE, to set appropriate risk tolerance levels and controls, and to monitor risks and adherence to these tolerance levels. Risk management policies and systemsarereviewedregularlytoreflectchangesinmarketconditionsandthePMTE'sactivities.Theriskmanagementpolicy contains processes for identifying both the impact and likelihood of such a risk occurring. Risks that have been identifiedashavingapotentiallysevereimpactonthePMTEareregardedasunacceptableand,wherepossible,willbeavoided.Financialriskisnotconsideredsignificant,withtheexceptionoftheoverdraft.
 Responsibility for adherence to the PMTE's risk management strategy rests with the management. Internal Audit provides reviews of management's compliance to the risk management processes within the PMTE. Internal Audit reports to management and the Audit Committee on a regular basis.
 Liquidity risk
 Liquidity risk is the risk that the PMTE is not able to settle its obligations. The entity manages liquidity risk through an ongoing review of future commitments and credit facilities.
 Foroperatingleaseliabilitiesandfinanceleaseliabilities,thematurityanalysisisdisclosedinnote5andnote14respectively.Operating lease payments for vehicles increase annually based on CPIX. All payments are due within 30 days, except tender deposits and retentions, which are due when the related contracts expire. These tender deposits are considered immaterial inmanagingthecashflowsofthePMTEandhavebeenexcludedfromthematurityanalysisbelow.
 Duringboththecurrentandpriorfinancialperiod,theprojectmanagersretainedinsufficientamountsoneachpayment/invoice as prescribed by the applicable contracts with the contractors. The retention is used as security to manage the riskofnon-performance/defaultingbythecontractors.Bynotretainingsufficientamountsoneachpayment/invoice,thePMTE is exposing itself to greater risk as it will not have any bargaining power should the contractors default.
 The PMTE has 2 597 active leases (2016: 2 459) included in the current private leasing portfolio. The leaseholdcommitments reflectedhavebeendeterminedbasedon the termsandconditionsof the relevant leaseagreements.However, based on the nature of leases that are running on a month-to-month and open-ended basis, the related leasehold commitment, as at year-end, is determined taking into account the contractually agreed upon notice period. Theseamountshavebeenincludedaspartofthe“withinoneyear”ageingbracket.Forfurthercommitmentdisclosureforoperatingleases,refertonote5.
 The PMTE does not enter into capital and/or lease commitments without ensuring commitment from the client departments to settle its obligations.
 Theliquiditymaturityanalysisrepresentsthecontractualcashflowsandhasnotbeendiscounted.
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 34. Risk management (continued)Credit risk
 Credit risk is the riskof financial loss to thePMTE if a clientdepartmentor counterpartydefaultson its contractualobligationstothePMTE.Themaximumexposuretocreditriskisrepresentedbythecarryingamountofeachfinancialasset in the Statement of Financial Position.
 ThePMTEmayhavefinancialassetsarisingoutoftransactionswithsuppliersduetooverpaymentsandnon-delivery.The PMTE manages this risk by requiring retentions and/or guarantees before contract work commences.
 Thecredit riskoffinancialassetsarisingoutof leasecontractsas they relate to transactionswithothergovernmentdepartments and institutions is actively managed where there are disagreements about intergovernmental debt.
 ThePMTEfirstengageswiththerespectiveclienttoresolvetheissueand, ifrequired, involvesNationalTreasurytomediate the situation. These various government institutions have no independent credit ratings. Outstanding debt is assessed for impairment and amounts are not written off unless the authorised process is followed. However, as a result of client departments' inability to accumulate savings to settle debt, a considerable amount of time may expire before the amount is collected.
 The PMTE is also exposed to additional credit risk as a result of the transfer of functions as it now also collects monies from the private sector for leases. The extent of these are not considered to be material.
 ThePMTEmakesprovisionforthisintheimpairmentcalculationbydiscountingtheexpectedfuturecashflows.takinginto account the expected period of payment.
 ThePMTEdoesnotenterintoadditionalleaseswithanyclientdepartmentswithoutfirstassessingthecurrentoutstandingdebtofthespecificclientdepartment.
 Amounts that are neither past due nor impaired are considered to be recoverable as they relate to the current invoices not outstanding later than 30 days.
 The nature of the PMTE's exposure to credit risk and its objectives, policies and processes for managing credit risk have notchangedsignificantlyfromthepriorperiod.
 2016/17 2015/16*R'000 R'000
 Cash and cash equivalents 2 934 3 982Receivables from exchange transactions 3585627 2959619Receivables from non-exchange transactions 66 1596Operating lease asset 713 292 899 747
 4 301 919 3 864 944
 Thecarryingvaluesoftheabovefinancialassetsarenetofanyimpairmentsandapproximatetheirfairvalue.
 None of the amounts disclosed above have been pledged as security or collateral for liabilities or contingent liabilities.
 Interest rate risk
 Interestrateriskistheriskthatthefuturecashflowsofafinancialinstrumentwillfluctuatebecauseofchangesinmarketinterest rates. The PMTE is exposed to limited interest rate risk from cash balances as it sweeps transactions through commercialaccountstoitsPaymaster-GeneralaccountattheReserveBank.
 The PMTE is exposed to changes in the interest rate applicable to debt owed by the state and is intrinsic to the business. National Treasury determines this rate and manages the risk on behalf of national government.
 PROPERTY MANAGEMENT TRADING ENTITYAnnualfinancialstatementsfortheyearended31March2017
 NOTES TO THE ANNUAL FINANCIAL STATEMENTS
 *Restated– see note 37 and note 38*Restated– see note 37 and note 38

Page 287
                        

Department of Public Works • Annual Report 2016/17285
 35. Related partiesThe PMTE is controlled through the DPW at national government level. Only parties within the national sphere of government and entities reporting to national departments that are subject to common control are considered to be related parties.
 The PMTE performs property management services for the state-owned and leasehold immoveable assets occupied by national departments and their related parties, and recognises and recovers accommodation charges from them.
 The PMTE operates within the administration of the DPW and, as such, all contracts are entered into in the name of the DPW. The liabilities and obligations arising from these transactions are accounted for by the PMTE if they relate to the PMTE's operating activities as these liabilities will be settled using the PMTE's funds and resources. As such, these transactions are not considered related party transactions.
 The PMTE is exempt from disclosure of related party transactions, provided that the services are received/delivered within normal supplier/client relationships, on terms and conditions that are no more or less favourable than those that would have reasonably be expected to be adopted if dealing with that entity/person in the same circumstances. The extent of those transactions delivered in accordance with the PMTE's legal mandate and that meet the exemption criteria, is included in note 17 (accommodation charges –leaseholdintergovernmentalandmanagementfeesonmunicipalservices).
 National Department of Public Works
 2016/17 2015/16*R'000 R'000
 Revenue from exchange transactionsAccommodation charges - Freehold intergovernmental 5000 –
 Revenue from non-exchange transactionsAugmentation 3 389 448 3524652
 Goodsandservicein-kind 27 164 36 938
 3 416 612 3 561 590
 The related party payables above are unsecured and are expected to be settled within the normal course of business.
 The PMTE receives free services from the DPW. Overhead costs that can be measured reliably have been included in revenue from non-exchange transactions as services in kind. These costs are not recovered by the DPW. The DPW paid thefollowingoverheadcostsfortheday-to-dayrunningofthePMTE:• Computer-related expenses• Certainfurnitureandofficeequipment,computerequipment,othermachineryandequipment
 Other overhead costs include the sharing of corporate services between the DPW and the PMTE. Due to the nature of these transactions and the operational structures between the PMTE and the DPW, the value of these shared costs cannot be reliably measured. These costs, paid by the DPW on behalf of the PMTE and not recovered, include the following corporatesharedservices:• SupplyChainManagementforheadoffice• Internal Audit• HumanResources(HumanResourceManagementandHumanResourceandOrganisationalDevelopment)• Gender,PeoplewithDisabilities,YouthandChildren• Marketing and Communication• Information Services• Legal Services• Security Management• International Relations and Strategic Management Unit• OfficeoftheMinistry,OfficeoftheDirector-GeneralandOfficeoftheChiefFinancialOfficer• Monitoring and Evaluation• Labour Relations
 *Restated– see note 37 and note 38
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 35. Related parties (continued)In addition, the DPW and the PMTE share the service cost of certain special interventions entered into in support of the turnaround strategy. These cannot be reliably separated. The PMTE receives an augmentation of funds from National Treasury via the DPW to fund its operations.
 Other related parties
 The PMTE recognises accommodation revenue on state-owned buildings based on the amount budgeted by client departments. The level of service delivery relating to this accommodation charge is not linked to the value received, it islikelythatsomeclientsmaybenefittothedisadvantageofothers.Itisnotpossibletoidentifytheextentofthebenefitor disadvantage received. The full amount of the revenue transaction is disclosed in note 17. The related receivables (accommodation debtors –freeholdintergovernmental)isdisclosedinnote3.
 2016/17 2015/16*R'000 R'000
 Revenue from exchange transactions: Accommodation charges – freehold intergovernmentalAgriculture, Forestry and Fisheries 99 290 86 340Arts and Culture 40405 35134Telecommunications and Postal Services 1 006 875Correctional Services 1 023 940 973655Defence and Military Veterans 975741 915108
 Higher Education 842 732Environmental Affairs 20 286 17 640GovernmentCommunications 32 28GovernmentPensionAdministrationAgency 32 034 –Health 15685 13 639Health(Civitas) 85823 80965Home Affairs 48 403 42 090Human Settlement 514 447Independent Complaints Directorate 379 360Justice and Constitutional Development 360542 346645Labour 56874 49455Rural Development and Land Reform 32150 29 976Minerals 3 143 2 733National Treasury 5887 5119National Treasury – SARS 33 338 28 990Public Services and Administration 48520 17 610SA Police Services 1207536 1146758Social Development 548 477Sports and Recreation 12 10Statistics South Africa 4 672 5155Trade and Industry 37 32Water and Sanitation 137450 120 803
 4 235 089 3 920 776
 *Restated– see note 37 and note 38
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 2016/17 2015/16*R'000 R'000
 Gross receivables from exchange transactions: Accommodation debtors – freehold intergovernmentalAgriculture, Forestry and Fisheries 24 822 –Arts and Culture – 8 784Correctional Services 255989 –Defence and Military Veterans – 737Health(Civitas) – 33735Independent Compliants Directorate 189 –International Relations and Cooperation 7258 7258Justice and Constitutional Development 1 1Public Service and Administration 12 130 65Rural Development and Land Reform 1 1Sports and Recreation 3 –Statistics South Africa 18 941Telecommunications and Postal Services 251 –Trade and Industry 79 60
 300 741 51 582Impairment relating to receivables from exchange transactionsAgriculture, Forestry and Fisheries 2658 –Arts and Culture – 1 076Correctional Services 27 410 –Defence and Military Veterans – 112Health(Civitas) – 4745Independent Compliants Directorate 25 –International Relations and Cooperation 7258 7258Justice and Constitutional Development 1 1Public Service and Administration 12 130 8Rural Development and Land Reform 1 1Statistics South Africa 3 130Telecommunications and Postal Services 27 –Trade and Industry 62 5
 49 575 13 336
 *Restated– see note 37 and note 38
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 The PMTE incurs costs relating to cleaning and gardening services for leasehold properties occupied by certain client departments.Figuresreflectedinthetablesbelowreflecttherelatedpartytransactionsapplicableperclientdepartment.These costs are not recovered from client departments, and are therefore considered to be a free service to them. The related party accruals disclosed below are unsecured and are expected to be settled within the normal course of business.
 2016/17 2015/16*R'000 R'000
 ExpenditureArts and Culture 15871 8 620Correctional Services 797 –Defence 491 462Justice and Constitutional Development 166 672 156699
 National Treasury – SARS – 484
 South African Police Services – 38183 831 166 303
 Accruals raisedArts and Culture 1756 98Correctional Services 797 –Defence 491 –Justice and Constitutional Development 8 026 13 626National Treasury – SARS – 484South African Police Services – 38
 11 070 15 136
 *Restated– see note 37 and note 38
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 35. Related parties (continued)Other short-termbenefits compriseof housingallowance, travel allowanceandbargaining council contributions.Post-employmentbenefitscompriseofpensionfundandmedicalaidcontributionstoadefinedcontributionplan.
 Service contracts
 Managementrenamedthefollowingunitsduringthe2016/17financialperiod:
 • Key Accounts Management was renamed User Demand Management• Inner City Regeneration was renamed Planning and Precinct Development• ProjectManagementOfficewasrenamedConstructionProjectManagement• Real Estate Facilities Management was renamed Small Harbours• Property Management was renamed Facilities Management
 Duringthe2016/17financialperiod,theRegionalCoordinationUnitwasdisassembledasthedirectlineofsightprinciplewas adopted.
 Thefollowingkeymanagementofficialswereappointedforaperiodduringthe2016/17financialperiod:
 DeputyDirector-General:RealEstateManagementServices(Acting) 9monthsDeputyDirector-General:UserDemandManagement(Acting) 7monthsDeputyDirector-General:ProjectManagement 1monthHeadofUnit:ConstructionProjectManagement 3months
 Thefollowingkeymanagementofficialswereappointedduringthe2015/16financialperiod:
 Regional Manager –Pretoria(Acting) 8monthsHeadofPMTE(Acting) 10monthsHead:SupplyChainManagement 2monthsDeputyDirector-General:ProjectManagementOffice 11monthsDeputyDirector-General:PropertyManagement 4monthsDeputyDirector-General:TechnicalFinanceExpert 1month
 36. Events after the reporting dateDue to the economic recession and tight budgets approved by National Treasury, some client departments might experience a shortfall in their budget allocation for capital projects, which may negatively impact on the PMTE's performance. Projects maybecancelledinthecomingfinancialperiodsduetoinsufficientfunding.ThePMTEisconsidering,togetherwithclientdepartment,onaproject-by-projectbasis,thereprioritsingoffundstofinalisecriticalprojects.Thismayalsoimpactontherecoverability of expenses already incurred by the PMTE, which are recoverable from client departments. Management is unable to quantify the extent of this as yet.
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 37. Prior-period errorsMaterialdifferencesrelatingtoprioryearswereadjustedandtheprioryearfinancialstatementshavebeenrestatedtothiseffect.Theimpactoftheseerrorsissummarisedbelowwiththedetailsshownseparately:
 2015/16R'000
 Statement of Financial Position Increase in receivables from exchange transactions 81 067Decrease in operating lease asset (42633)Decrease in property, plant and equipment (2933)Increase in intangible assets 293Decrease in bank overdraft 8 718Increase in payables from exchange transactions (141853)Increase in provisions (822675)Increaseinemployeebenefitobligations (5734)Decrease in net assets (925 750)
 Statement of Financial PerformanceIncrease in revenue from exchange transactions 5260Increase in revenue from non-exchange transactions 1 736Decrease in depreciation, amortisation and impairments on assets 5714Increase in employee costs (676)Increase in impairment loss on receivables (136644)Increase in interest expense (148773)Decrease in operating leases 6 322Increase in property maintenance (168632)Increase in property rates (37915)Increase in sundry operating expenses (436665)Decrease in surplus (910 273)Decrease in opening accumulated deficit (15 477)
 (925 750)
 Restatement of accrued expenses
 Due to the PMTE not having an appropriate system for recording accrual transactions, property maintenance accruals were incomplete in the prior period. The restatement was performed as, in some cases, the date of the invoice was used to record the transactions and not the date that the goods were received or the services were rendered. A manual accrual management system has been developed and prior-period accruals restated.
 2015/16R'000
 Increase in payables from exchange transactions (168 987)Increase in property maintenance (168 987)
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 37. Prior-period errors (continued)Recognising long service awards provision
 Managementprovidedfortheemployeebenefitentitledtoofficialsforworkingingovernmentandreachingthemilestoneof 20, 30 and 40 years of service respectively.
 2015/16R'000
 Increaseinemployeebenefitobligations (5 734)
 Increase in employee costs (676)Decrease in opening accumulated surplus (5058)
 (5 734)
 Correction of movable assets
 Managementidentifiederrorsinthemovableassetregisteranditscalculations.WhentransferringassetsbetweenPMTEandtheDPWontheLOGISsystem,someassetsweretransferredatincorrectpurchasingprices.Thiserroralsoaffectedthe depreciation, amortisation, service in-kind revenue from non-exchange and service in-kind expense calculation for movable assets.
 2015/16R'000
 Decrease in property, plant and equipment (2933)Increase in intangible assets 293
 (2 640)
 Increase in revenue from non-exchange transactions 1 736Decrease in depreciation and amortisation 5714Increase in sundry operating expenses (5285)Increase in opening accumulated surplus (4805)
 (2 640)
 Corrections of incorrect invoices processed, allocation of unallocated deposits and receivables from exchange
 Management embarked on a process of validating the receivables' balance for the reporting period. This included clearing the unallocated deposits against the respective outstanding receivable or recognising the revenue in the Statement of FinancialPerformance.Erroneouslycapturedinvoicesandcreditnotesagainstthereceivableswererectified.Inaddition,pre-paymentswerecorrectlyrecordedandclassifiedseparatelyinthereceivablesfromexchangetransactions.
 Management corrected invalid invoices that were processed on the system in the previous financial periods. Thesepayments were rejected and remained as unpaid in the bank reconciliation. As a result of the correction, the bank overdraft and accounts payable were effected as indicated below.
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 2015/16R'000
 Increase in receivables from exchange transactions 13 113Decrease in payables from exchange transactions 27 134Decrease in bank overdraft 8 718
 48 965
 Decrease in operating leases 6 322Increase in revenue from exchange transactions 8594Decrease in property maintenance 355Decrease in sundry operating expenses 9Increase in opening accumulated surplus 33685
 48 965
 Correction of municipal services and property rates provision
 Theverifiedmunicipaldebtpopulationusedforthecalculationoftheprovisionforthe2015/16annualfinancialstatementsdid not take into account the constructive obligation of DPW to pay municipal rates for all national departments until the budgetisofficiallymovedtotheotherdepartments.Itisanticipatedthatthebudgetwillmovetotherespectivedepartments,forthefirsttime,forthe2018/19financialyear.
 2015/16R'000
 Increase in receivables from exchange transactions 67954Increase in provision (822675)
 (754 721)
 Increase in impairment loss on receivables (136644)Increase in interest expense (148773)Increase in property rates (37915)Increase in sundry operating expenses (431389)
 (754 721)
 Correction of straight lining for freehold private leases
 Duringthefinancialperiod,managementidentifiedcalculationerrorsrelatingtothestraightliningoffreeholdprivateleases.
 2015/16R'000
 Decrease in operating lease asset (42 633)
 Decrease in revenue from exchange transactions (3334)Decrease in accumulated surplus (39299)
 (42 633)
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 38. Transfer of functions between entities under common controlThe PMTE was established as a trading entity that operates within the administration of the DPW.The main purpose of the PMTE was to manage properties under the custodianship of the DPW. In the prior years, the PMTE incurred all the expenses and collected the revenue for the properties that were recognised by the DPW and not recognised by the PMTE prior to the transfer of functions. To align the expenses and revenue to the underlying assets, the DPW transferred certain property management functions, including the related assets, liabilities and staff, to the PMTE.
 Transfer of function effective from 1 April 2013
 ThePMTEacquiredthefollowingfunctionsandtherelatedassetsandliabilitiesfromtheDPW:• Asset Investment Management• Property Management• Facilities Management• Key Account Management• Regional Finance Units
 Movementsinprovisionalamountsrelatingtotheabovefunctions,consistofthefollowing:
 Provisional amount as disclosed on 31
 March 2016
 GRAPadjustments
 Amount as at31 March 2017
 R'000 R'000 R'000AssetsReceivables from exchange transactions 106 797 – 106 797Receivables from non-exchange transactions 86 143 – 86 143Operating lease asset 65986 – 65986Property, plant and equipment 112 070 204 14 702 019 126 772 223Investment property 5711226 274 332 5985558
 Heritage assets 610 746 35257 646 003
 Intangible assets 40 423 (5) 40 418118 691 525 15 011 603 133 703 128
 LiabilitiesEmployeebenefitobligations (84225) – (84225)Payables from exchange transactions (1) – (1)Deferred revenue (3642974) (978111) (4621085)Retention liabilities 165277 (165277) –Net gain on transfer of functions 115 129 602 13 868 215 128 997 817
 Contingent liabilities transferred amounted of R11.6 million.
 The extent of deemed cost applied to the following categories of assets amounts to: property, plant and equipment (R117billion),investmentproperties(R5.7billion)andheritageassets(R644million).
 Transfer of function effective 1 April 2015
 Subsequent to the transfer of functions effective from 18 November 2013, the DPW transferred further functions to the PMTE in order to support the management of the PMTE's properties under the custodianship of the DPW.
 ThePMTEacquiredthefollowingfunctionsandtherelatedassetsandliabilitiesfromtheDPW:• Inner City Regeneration• Projects and Professional Services• Regional Coordination• Supply Chain Management• Regional Support and Regional Managers
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 38. Transfer of functions between entities under common control (continued)Movementsinprovisionalamountsrelatingtothefunctionstransferredeffective1April2015consistofthefollowing:
 Provisional amount as disclosed on 31 March 2016
 GRAPadjustments
 Amount as at31 March 2017
 R'000 R'000 R'000AssetsReceivables from non-exchange transactions (68794) – (68794)Property, plant and equipment 91905 (10859) 81 046Intangible assets 6 624 (1015) 5609
 29 735 (11 874) 17 861
 LiabilitiesEmployeebenefitobligations (66821) – (66821)Finance lease obligation (9134) – (9134)Net loss on transfer of functions (46 220) (11 874) (58 094)
 Effects of transfer of functions on the financial statements
 Thetransferoffunctionsimpactedonthefinancialstatementsasfollows,onacumulativebasisasat31March2016:
 2015/16R'000
 Statement of Financial PerformanceRevenue from exchange transactions 269 473Revenue from non-exchange transactions 71 409Construction revenue 440 227Construction costs (440227)Depreciation, amortisation and impairments on assets (235406)Impairment loss on receivables 2 747Property maintenance (9760399)Property rates (2747)Sundry operating expenses 123456
 (9 531 467)
 Statement of Financial PositionReceivables from exchange transactions 290 037Property, plant and equipment 25312833Investment property 434850Heritage assets (683205)Intangible assets (1020)Deferred revenue (50973)Payables from exchange transactions 321517
 25 624 039
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 38. Transfer of functions between entities under common control (continued) Other information
 TheassetsandliabilitiestransferredfromtheDPWwererecognisedatprovisionalamountsandadjustedannuallytoreflectthechangesthereto.Thefollowingprocessesresultedinadjustmentstotheprovisionalamounts:
 Identification of properties and conditional assessments
 ThePMTEutilisedvariousserviceproviderstoassistwiththephysicalverificationofassets,includingtheidentificationofsignificantcomponentsinaccordancewithitsassetmanagementpolicy.
 Deemed cost
 The PMTE determined deemed cost for items of non-current assets transferred where the carrying amount of the items were not available on the transferred date.
 For immovable assets (property, plant and equipment, heritage assets, and investment property), deemed cost wasdeterminedusingthefollowinghierarchy:
 • Municipal valuations – where a municipal value was available, using the most recent municipal valuations dated closest to the transfer date, commencing with the 2013 valuations and onwards.
 • Sales comparison values – where a recent sales value was available for a similar type of asset.• Depreciated replacement cost – based on the recent building indices and extent of the properties adjusted for the
 current condition of the asset after considering the remaining useful life.
 For movable assets, deemed cost was determined based on the value of similar assets.
 Projects and expenditure relating to transfer of functions
 Projects embarked on by the PMTE had to be analysed into projects relating to immovable assets transferred, projects conductedonbehalfofothercustodiansandprojectsrelatingtomaintenance.Thisenabledcorrectclassificationofassets-under-construction, construction contracts and maintenance. The assets-under-construction had to be further analysed to determine the projects that were recoverable in order to determine the revenue that had to be deferred until such projects were completed.
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