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Report of the Standing Committee on Finance on the National Treasury Strategic and 
Annual Performance Plan, dated 26 April 2016 
 
The Standing Committee on Finance (SCOF), having considered the Strategic Plan, Budget and 
Annual Performance Plans of the National Treasury (NT) as presented to the Committee on 6 
April 2016, reports as follows: 
 
1. Strategic Policy Priorities  
 
 
National Treasury’s aims and objectives, which are underpinned by the 2030 vision of the 
National Development Plan(NDP) as detailed in the 2014-2019 Medium Term Strategic 
Framework (MTSF), remain unchanged. As a result, the NT key strategic areas for 2016/17 are 
similar to those in the 2015/16 financial year plans and will continue to focus on the following 
areas over the 2016/17 medium term: 
 

- Direct public funds towards inclusive growth and long term economic stability. 
- Review tax policy and administration for sustainable growth and job creation. 
- Support sustainable employment. 
- Support infrastructure development and economically integrated cities and communities. 
- Transform government procurement. 
- Strengthen government financial management. 
- Strengthen the regulation of the financial sector. 
- Maintain regional and international cooperation. 
- Manage government’s assets and liabilities.  

 
Over the 2016/17 financial year, the NT will focus on several objectives that are linked to their 
Annual Performance Plan (APP) as follows: 

- Expenditure reviews on specific areas, ranging from personnel spending to government 
agencies and public entities, will be finalised over the medium term 

- Lead the process to develop a Carbon Tax intended to discourage or penalise 
environmentally unfriendly practices in the economy. 

- Make government more efficient by transforming government procurement by moving to 
the next phase of modernisation of supply chain management processes. This 
intervention should contribute to saving money for government and reducing fraud.  

- Ensure regional and international cooperation specifically with the operationalization of 
the (BRICS) New Development Bank and the African Regional Centre. The latter will be 
established in the first quarter of the 2016/17 financial year. Maintain debt and debt 
service costs at sustainable levels –debt-to-GDP ratio is set to stabilise at 46 per cent by 
2017/18. 

- Equitable division of resources – review and introduce reforms to enhance provincial and 
local government fiscal framework. 
 
 

2. Budget Analysis 
 

The 2016/17 budget allocation for the NT reflects a decline of R254.4 million (i.e. a decline of 7.0 
per cent in real terms) from R28.7 billion in 2015/16 to R28.5 billion in 2016/17(exclusive of direct 
charges).  
Table 1: Budget Estimates for 2016 Medium Term Expenditure Framework (MTEF) 
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Source: National Treasury ENE (2016) 
 
3. Programme Analysis  
 
Programme 1: The Administration programme provides strategic leadership, management and 
administrative support to the department and capacity building. A budget of R412.7 million is 
allocated for 2016/17, up by R49.1 million or 6.5 percent in real terms from R363.6 million in 
2015/16. 
 
Programme 2: The Economic Policy, Tax, Financial Regulation and Research programme 
provides economic research, maintains economic models and drafts appropriate economic 
policies and legislation through its internal capacity and, where necessary, through consultancy 
services. The 2016/17 budget allocation is R146.1 million. 
 
A strategic priority for this programme over the medium term is to finalise the three interim tax 
reports focusing on base erosion, profit shifting and corporate income tax. Another priority is to 
ensure that the Financial Sector Regulation Bill is passed into law. 
 
Programme 3: The Public Finance and Budget management programme provides analysis and 
advice on fiscal policy and public finances, intergovernmental financial relations and manages the 
annual budget process and provides public finance management support. A total of R287.0 
million is allocated for 2016/17, up by R20.9 million or 1.2 percent in real terms from R266.1 
million in 2015/16  
 
Programme 4: The Asset and Liability Management programme manages financial assets, 
national debt and liquidity requirements of the fiscus to facilitate national expenditure and 
maintaining favourable sovereign debt ratings.  Over the medium term, the strategic focus of this 
programme is to continue its oversight of state owned entities (SOEs) by enabling the SOEs to 
meet government’s policy objectives in a financially and fiscally sustainable manner, as well as 
promote sound corporate governance in SOEs. 
 
The programme’s budget allocation for 2016/17 declines significantly by R3.2 billion or 96.9 
percent in real terms from R3.3 billion in 2015/16 to R107.2 million. This decline in the 2016/17 
budget allocation is due to the fact that there is no need to make provision for transfers over the 
medium-term to the Land and Agricultural Development Bank of South Africa and the 
Development Bank of Southern Africa. 

Programme

Nominal Rand 

change

Real Rand 

change

Nominal % 

change
Real % change

R million 2015/16 2016/17 2017/18 2018/19

Programme 1: Administration   363.6   412.7   411.9   432.2   49.1   23.5 13.50 per cent 6.48 per cent

Programme 2: Economic Policy, Tax, Financial Regulation and 

Research   135.4   146.1   148.9   150.9   10.7   1.7 7.90 per cent 1.22 per cent

Programme 3: Public Finance and Budget Management   266.1   287.0   293.6   297.7   20.9   3.1 7.85 per cent 1.18 per cent

Programme 4: Asset and Liability Management  3 264.9   107.2   100.3   101.9 - 3 157.7 - 3 164.3 -96.72 per cent -96.92 per cent

Programme 5: Financial Accounting and Supply Chain 

Management Systems   807.1   849.9   910.0   945.8   42.8 -  9.8 5.30 per cent -1.22 per cent

Programme 6: International Financial Relations  3 254.9  5 039.1  5 834.8  5 910.1  1 784.2  1 472.2 54.82 per cent 45.23 per cent

Programme 7: Civil and Military Pensions, Contributions to Funds 

and Other Benefits  3 962.9  4 173.2  4 381.9  4 636.1   210.3 -  48.1 5.31 per cent -1.21 per cent

Programme 8: Technical Support and Development Finance  2 774.6  2 634.7  2 897.0  3 434.5 -  139.9 -  303.0 -5.04 per cent -10.92 per cent

Programme 9: Revenue Administration  9 334.4  10 009.2  11 078.5  11 037.1   674.8   55.1 7.23 per cent 0.59 per cent

Programme 10: Financial Intelligence and State Security  4 562.1  4 812.5  5 070.0  5 364.1   250.4 -  47.6 5.49 per cent -1.04 per cent

TOTAL  28 726.0  28 471.6  31 126.9  32 310.4 -  254.4 - 2 017.2 -0.89 per cent -7.02 per cent

 2015/16-2016/17  2015/16-2016/17

Budget
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Programme 5: The Financial Accounting and Supply Chain Management programme is allocated 
R849.9 million for 2016/17 to promote effective and efficient government financial management 
and accountability across the three spheres of government. In 2016/17, the Department will 
establish integrated electronic planning, quotation, and tendering, as well as enhancing the 
supplier management database end the e-tendering portal. This is but one, of several major 
interventions by the Department to save money for government, as well as reduce fraud. 
 
Programme 6: The International Financial Relations programme receives R5.1 billion for 
2016/17, up by R1.8 billion or 45.2 per cent in real terms from R3.3 billion in 2015/16. This 
allocation is aligned to the programme’s mandate, which is to manage South Africa’s interests in 
shaping regional and global policies that advance the economic, financial and development 
objectives of the country and the African continent. 
 
Programme 7. The Civil and Military Pensions, Contributions to Funds and Other Benefits 
programme’s mandate is to ensure that government’s pension and post-retirement medical 
benefit obligations to former employees of the state and retired military members are fulfilled. The 
allocation to Programme 7 amounts to R4.2 billion in 2016/17, up by R210.3 million from R4.0 
billion in 2015/16. However, this is a decline of 1.2 percent in real terms.  
 
Programme 8: The Technical Support and Development Finance programme is responsible for 
providing advisory services, programme management and development finance support to 
improve public finance management, as well as support high-impact government initiatives, 
facilitate employment creation and strengthen infrastructure planning and delivery across the 
three spheres of government. The programme is allocated R2.6 billion for 2016/17, down by 
R139.9 million, which is a 10.9 percent decline in real terms from R2.8 billion in 2015/16.  
 
Programme 9: The Revenue Administration programme receives an allocation of R10.0 billion in 
2016/17, up by R674.8 million or 0.6 percent in real terms from R9.3 billion in 2015/16. The 
budget allocation is a transfer payment to the South African Revenue Service, which is 
responsible for administering the tax system.  
 
4. Overview by National Treasury 
 
4.1 The department tabled their mandate, strategic plans and annual plans for the year ahead. 

 
4.2  The Minister of Finance, Mr Pravin Gordhan, provided an overview of his recent visit to the 

United Kingdom and United States of America to restore the confidence of investors, ratings 
agencies and other relevant stakeholders in the South African economy. Basically, he said, 
they were not particularly intetrested in South Africa’s “good plans’, but on whether these 
would be implemented and what the timelines for this are.  Was there the political will to 
implement the 2016 Budget and other plans? Is there enough consensus on these? Are 
business and the trade unons going to cooperate with government on their implementation?  

 
 

4.3 The Minister said the rating agencies are also increasingly concerned about what the country 
is doing to ensure a significant economic growth rate. He said there is no simple formula for 
growth and that there is a need for a national conversation on how to improve the country’s 
growth rate urgently. 

 
4.4 He said that National Treasury and democratic institutions are crucial to democracy in South 

Africa and should be given the space to effectively serve the national interest. 
 
4.5 He stressed that reducing South Africa’s debt is important to ensuring economic growth. He 

said that while progress had been made on cost containment by the three spheres of 
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government, more recently there has been a “return to some of our bad habits”. He stressed 
the need to combat corruption far more actively. 

 
4.6 The financial management of State-Owned Entities (SOEs), he said, was a major challenge 

and he suggested that Parliament needs to monitor this more actively.  
 
4.7 Among the issues that the National Treasury Director General, Mr Lungisa Fuzile raised were 

the following: 
4.7.1 For economic growth there had to be more effective investments in infarstructure and 

human capital. 
4.7.2 A crucial part of National Treasury’s role is to ensure fiscal consolidation through planned 

budget deficit reductions over time.  
4.7.3 More recently there had been progress on addressing the country’s electricity supply 

constraints, but there had to be more progress to facilitate higher economic growth rates. 
 
5. Committees Recommendations 
 
5.1 The Committee recommends that each year the Minister and DG present an overview of the 

National Treasury’s Strategic Plan, Budget and APP, that they also between them respond to 
the key issues raised in the Committee’s previous years report on this. This same 
recommendation was, in fact, made in the Committee’s 2015 Report: “While the Committee 
will monitor National Treasury’s responses to its Budget Vote Report recommendations when 
considering National Treasury’s Quarterly Reports, it is recommended that when National 
Treasury appears before the Committee on its Budget Vote each year, it reports on its 
responses to the Committee’s key recommendations in the previous year’s Budget Vote 
Report.”  

  
5.2 While recognising the difficulties, the Committee expresses its concern that the Stategic Plan 

and APP of the South African Revenue Services (SARS) have not been finalised. The 
Committee notes the Minister’s request for more time to settle the outstanding matters. The 
Committee requests the Minister to ensure that the Strategic Plan and APP are tabled by the 
time National Treasury presents its next Quarterly Briefing to the Committee in May or at 
least explain to the Committee why this has not been done by then.  

 
5.3 The Committee welcomes the efforts of National Treasury to more clearly align the national 

budget to the National Development Plan (NDP) and the Medium Term Strategic Framework. 
.The Committee also welcomes the greater alignment of the Department’s budget with the 
NDP. The Committee is not clear exactly how National Treasury and the Department of 
Planning, Monitoring and Evaluation in the Presidency monitor the alignment of departments’ 
programmes and budgets with the NDP. The Committee requires National Treasury to brief it 
on this at National Treasury’s next Quarterly Briefing of the Committee. 
 

5.4 A further sovereign rating downgrading will result in South Africa facing higher borrowing 
costs in the international finance market to finance critical strategic programmes. Higher 
borrowing costs will result in higher public debt stock and interest payments, limiting the 
amount of funds available for expenditure programmes meant to stimulate economic growth, 
alleviate poverty and create jobs. This would ultimately result in NDP targets being pushed 
beyond 2030. While the Committee supports National Treasury’s proposals to restore public 
finances to a stable path, the Committee wants to understand the real indicators used to 
demonstrate fiscal consolidation and cost containment. The Committee requires National 
Treasury to deal with this in its Quarterly Briefings to the Committee. 
 

5.5 The Committee believes that there are far too many advertisements of events in the media by 
spheres of government and other organs of state that are unnecessary and wasteful. For 
example, small, remote municipliaties advertise in in English in national newspapers their 
council meetings on the presentation of their annual budgets. While National Treasury’s 
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powers to intervene may be limited, the Committee recommends that it intervenes far more 
decisively and actively to reduce such wasteful expenditure.  

 
5.6 The Committee is concerned about the increase in inflation and the negative impact it is 

having, especially on the poor. The increases in inflation are also contributing to interest rate 
hikes which have an adverse impact on economic growth. The Committee requires National 
Treasury, SARB and other relevant structures to brief it within 6 months on what the 
implications of these recent developments are and what can be done to address the negative 
consequences of this. The Committee also wants to be briefed on monetary policy issues in 
general at the same time. Such a briefing will be held after the August local government 
elections.  

 
 

 
5.7 The Committee notes the “Panama Papers” Leaks and that South Africans are allegedly 

implicated. The Committee wants to be briefed on what is being done about this as part of an 
overall briefing on progress on combatting Base Erosion and Profit Shifting (BEPS). The 
Committee requires the National Treasury, SARS, the Financial Intelligence Centre and 
South African Reserve Bank to brief it before the end of May on this as part of the progress 
on combatting Base Erosion and Profit Shifting (BEPS).  
  

5.8 While the Committee recognises the difficulties, it requires National Treasury to ensure that 
the South African Airways (SAA) Annual Report and Financial Statements are finalised soon, 
at least by the time of the meeting to consider these documents in late May. If these 
documents are not finalised by then, the Committee requires National Treasury and SAA to 
explain the reasons for this. 

 
5.9 The Committee recognises the National Treasury’s important financial oversight role over the 

SOEs, and following consultations with the other relevant portfolio committees, will require 
National Treasury, the Department of Public Enterprises and other relevant Departments to 
brief Committees on progress on this and develop a joint Committees programme of 
oversight. 

 
 

5.10 The Committee welcomes progress on the establishment of the Office of the Chief 
Procurement Officer and will require National Treasury and this Office to brief the Committee 
within 6 months. 
  
 

5.11 The Committee notes that in the public domain there are questions being raised about 
some of the investments and other decisions being made by the Public Investment 
Corporation. The Committee requires National Treasury, the Government Employees 
Pension Fund (GEPF) and the PIC to brief the Committee on these issues. 
 
 

5.12 As raised in previous reports, the Committee believes that there are far too many 
different pension funds at local government level and that there is a need to rationalise 
them.The Committee requires National Treasury and SALGA to brief it on progress on this. 
Such a briefing will be organised in consultation with the Cooperative Governance and 
Traditional Affairs Portfolio Committee. 
 

5.13 In its 2014 Budget Review Report, the Committee noted that “while the Property Rates 
Act is administered by the Department of Cooperative Governance, National Treasury needs 
to work with that Department to ensure that the increasing number of people owning huge 
properties in the rural areas are subject to rate charges”. The Committee requires a progress 
report on this within 6 months of the adoption of this report by the House. 
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5.14 In its report last year the Committee noted that “a major focus of National Treasury will be 

on “strengthening government financial management by accelerating the deployment of the 
integrated financial systems to all government departments”. The Committee believes that 
this is long overdue and would like a progress report on this within 6 months. 
 

5.15 Given the limited parliamentary sittings this year because of the local government 
elections, the major Bills the Committee has to process and the Committee’s oversight 
responsibilities, the Committee will not be able to process any further Bills this year, and 
recommends that National Treasury not introduce any new Bills this year , apart from the Bills 
linked to the Budget process.  

 
 

Report to be considered. 
 

  
 
 


