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MANAGEMENT REPORT 

for the year ended 31 March 2003 
 

Report by the Accounting Officer to the Executive Authority and Parliament of the 
Republic of South Africa: 
 
1. General review of the state of financial affairs 
 

The following is a comparison between the previous and the current financial 
year’s budget reconciliation: 

 
A. VOTED FUNDS RECEIVED BY THE DEPARTMENT 

 2002/03 
R ‘000 

2001/02
R ‘000

  
Appropriated Amount 3 303 258 3 001 302
Adjustments 0 0
Virement (NPA) 11 806 96 764
Total amount appropriated 3 315 064 3 098 066
  
Less total expenditure 3 252 042 3 037 564
Surplus / (Excess) to be surrendered 63 022 60 502

 
B. STATUTORY APPROPRIATION (Judges salaries and allowances) 

 2002/03 
R ‘000 

2001/02
R ‘000

  
Appropriated Amount 154 318 157 551
Total amount appropriated 154 318 157 551
  
Less total expenditure 176 557 171 083
Over-expenditure to be funded by 

National Treasury 
 

(22 239) (13 532)
 
 

C. FOREIGN AID ASSISTANCE (Including RDP funds) 
 2002/03 

R ‘000 
2001/02

R ‘000
  
Grants received during the financial year  162 172 4 845
Total amount received 162 172 4 845
  
Less total expenditure 105 469 7 832
Closing Balance 56 703 (2 987)
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D. REVENUE 
 2002/03 

R ‘000 
2001/02

R ‘000
  
Opening Balance 20 170 3 438
Revenue Generated  117 122 93 155
Total revenue generated 137 292 96 593
  
Less revenue paid to SARS 128 567 76 423
To be surrendered to SARS 8 725 20 170

 
 

The most important policy decisions and strategic issues facing the Department is 
the phasing out of regional offices and re-diversion of the resources residing 
within the regional structures to the courts. The implementation of this policy is a 
very complex exercise compounded by the fact that currently regional offices 
account for R124 million of the department’s budget and there are huge staff and 
infrastructure investments deployed to the regions and re-diverting both human 
and financial resources to the courts have its own complexities. The Re aga 
boswa project (“we are rebuilding”) focuses on ensuring a smooth transition from 
a three tier (national, regional and court level operations) to a two tier (national 
and court level operational strategy.  

 
In addition, the hierarchy of the courts are being revisited through a 
rationalisation of the courts process.  The process is led by the Chief Justice and 
the interim rationalisation of the high courts is nearly concluded.  A new Superior 
Courts Bill is receiving attention. Hereafter the lower courts will receive further 
attention.  Closely related to this process is the re-demarcation of magisterial 
boundaries.  This process has been delayed by the process now underway in the 
SAPS but it is hoped that it will continue during 2003.  The regional court 
boundaries are also in the process of being realigned with Provincial boundaries. 

 
Some of the most significant events that have taken place in the past year with 
regard to the implementation of the new Decentralised Court Service Delivery 
model are the following: 

 
Seminar for Judicial Officers (magistrates) on 22 – 24 July 2002. Among others 
the seminar was an consultative event at which the 300 judicial officers who 
attended were introduced to the decentralised model and the case flow 
management system 
o Case Flow Management seminar 
o Registrar’s seminar 
o Interpreter’s seminar 

 
The major projects undertaken during the last financial year are: 

 
• Re aga boswa 
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• Case Flow Management project 
• IJS Court Centres 
• A Blueprint for the reengineering of maintenance as well as the family 

courts has been developed and implementation is receiving attention 
• Audit of security services 
• More sexual offences courts were established 
• Implementation of equality legislation 
• Saturday and additional courts were highly successful in helping to 

address the huge backlog of cases 
• The Child Justice Bill was costed and an intersectoral implementation 

plan drafted and presented to the Portfolio Committee – if 
implemented the legislation will increase diversion, one stop child 
justice centres and dealing with children in the justice system more 
effectively. 

 
Overspending in relation to Personnel has been unavoidable.  This is a result of 
the historic budget shortfall in relation to this standard item which is generally 
known and was brought under the attention of Treasury during 2002.  (Treasury 
has as a consequence already allocated an additional amount for the envisaged 
shortfall for 2003/2004).  Matters were compounded by the separation of powers 
(which required the appointment of office managers and other support staff to 
deal with functions previously dealt with by the magistrates, so that the latter can 
be used solely for judicial functions) and the new leave system, which increased 
the need to employ temporary units especially at small courts to ensure the 
continued administration of justice. The shortfall can also partly be subscribed to 
the impact/carry through effect of the improvements to the conditions of service 
for the lower court judiciary.  Similarly, because the courts are becoming more 
efficient and productive, more cases are now being disposed of which directly 
impacts on over expenditure which is unavoidable on items such as witness fees, 
transcription services, traveling related costs in cases of judicial relief, etc. The 
upward inflation related trends as well as the fluctuation in the value of the rand 
and subsequent increases in fuel and telecommunication costs, also influenced 
the initial budget allocations in a negative sense, leading to unavoidable over 
expenditure in certain instances.  

 
Changes that will be introduced through the organizational design and the new 
model for court management are being factored and integrated in the MTEF 
budget process to sustain the change process. The cost benefits for the new 
design and court model are immense in that duplication and overlapping will be 
eradicated, the efficient and effective justice system will impact positively on 
preventing and combating crime, ensure good governance, constitutionalism and 
respect for the rule of law and thereby boosting investor confidence for the 
country’s ailing economy. 

 
Future legislation such as the Child Justice Bill, the Children’s Bill and the Sexual 
Offences Bill will have further positive impact on service delivery but will also be a 
further drain on over-extended resources. 
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2. Services rendered by the department 
 

Tariff Policy: 
In terms of Regulations 7.3.1 of the National Treasury Regulations, the 
Accounting Officer of an institution must review, at least annually, when finalising 
the budget, all fees, charges or the rates, scales or tariffs of fees and charges 
that are not, or cannot be fixed by any law and that relate to revenue accruing to 
a fund.  The Department’s services and related charges are all fixed by law and 
the Directorate: Secondary Legislation is responsible for the promulgation of sub-
ordinate legislation in terms of which fees, charges, rates, scales or tariffs of fees 
are prescribed on a regular basis.  These services are discussed in detail under 
part  2 of the annual report. 

 
 

Free Services: 
• Administration of Monies in Trust is currently being done free of charge.  

Should a fee be charged, it would yield significant revenue. 
 
• Small claims court: The Presiding Officer is normally a lawyer or retired 

magistrate who is rendering a free service at a magistrate’s court. 
 
• A number of free services relating to the activities in the Masters’ Offices 

include: 
o Estate Duty Taxation 
o Administration Services 
o Archive Services 
o Inspection Services 

 
• Various legal and financial services are rendered by the Department on 

behalf of other government departments in terms of the cooperative 
requirements of the Constitution of South Africa. 

 
• Provision of free transcription records to the litigants for purposes of 

challenging the outcome of the case.  Should a fee be charged, it would 
yield significant revenue. 

 
 

3. Capacity constraints 
 

Resources (Funding, staffing and systems) 
 

Almost all courts, especially lower courts are experiencing the following capacity 
constraints: 
• Overstretched resources – most courts’ infrastructure can no longer cope with 

the increased workload which had almost doubled over the last eight years as 
a result of the justiciable Bill of Rights in the Constitution which had increased 
accessibility of services relating to, among others, Maintenance of minor 
children and spouses, Domestic violence, equality and discrimination cases, 
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community participation through the lay assessor system.  In addition, the 
historic discrepancies between disadvantaged areas and other areas still exist 
though it is receiving attention. 

• Inadequate human resource capacity – Increase of the workload necessitate 
an increase of person power. The staff at most of the courts had remained 
static despite the increase in the workload mainly to an  insufficient personnel 
budget allocated to the courts. 

• Inability to measure performance properly has been impacting negatively on 
management of the court processes and the department. 

• Security at courts remain inadequate as a result of insufficient funds.  
• Insufficient funds as well as the lack of appropriate financial management 

skills at the courts have negatively impacted service delivery at court level. 
• The lack of translating capacity within the Department gives rise to undue 

delays. 
• Critical vacancies not filled due to embargo by DPSA (PSCBC Resolution 7 of 

2002).  
• Restructuring of Business Units in process and funds are not always available 

to give effect to the newly created structures. 
 
 

Training and skill development 
 

• There is a great need for an effective training programme that takes account 
of all the ranges of specialisation in the Business Units. 

• Lack of necessary skills/expertise – The demands of the modern society 
require different skills and increased knowledge to satisfy the needs. As crime 
become more complex and organised and as the technology age dominate 
our lives it becomes increasingly important to improve the skill of the work 
force in all areas (judicial, prosecution and administration) to keep with the 
developments. We have not been able to develop adequate development 
programmes for the officials at the courts. New legislation have been 
implemented without an extensive training programmes for the implementers 
of the Act, and part of the reason has been the inadequacy of funds. 

 
Various interventions continue to be made to mitigate the above constraints, and 
the following warrant mentioning: 
• Additional budget allocations have been mobilised from the National Treasury 

to for the next financial year to alleviate the infrastructure and human 
resources backlog.  The additional budget (dedicated for Human Resources 
backlog, Court Improvement, Protection of Vulnerable groups and Security of 
Courts) will yield positive results for the under resourced courts. 

• The implementation of the new Court Services Delivery Model through Re aga 
boswa ensures the re-evaluation of the courts organisational structures to 
provide capacity where needed. The national roll out of the project is 
expected to address the structural deficiencies. 

• Insourcing of consultants and the appointment of temporary units. 
• Financial management improvements as detailed in paragraph 9 infra. 
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4. Utilisation of donor funds 
Apart from voted funds, the Department also depends heavily on donor funding 
to fund some of its core projects. These funds are normally utilised for once-off 
projects and for projects that will eventually be funded through the vote account.  
The intention is to ensure that projects be sustainable even after donor funding is 
withdrawn or has come to an end.  

 
Projects funded through donations during the financial year under review are as 
follows: 

Donor Project Short Description 
Finnish 
Government 

National Lower 
Court Management 
System 

Funds granted have been utilised for the 
implementation of the Judicial, Administration and 
Prosecutorial manuals in the lower courts 
throughout the country.  The funds were utilised for 
training sessions/ workshops/ seminars on the 
manuals as well as for a workshop on the 
Restructuring of Lower Courts. 
 

Ireland Citizen’s Advice 
Desk 

To support the Development of a Human Rights 
Culture in South Africa, to transform the System of 
Justice and promote the Growth of Open 
Government. 
 

Radda Barnen 
(Save the 
Children – 
Sweden) 

Sexual Offences 
Against Children 

Funds were utilised mainly in order to facilitate the 
South African Law Commission’s consultation 
processes in its investigation into sexual offences.  
Several briefing sessions and workshops were held. 
 

 Child Participation Linked to the SA Law Commission’s investigation 
into the review of the Child Care Act and has as its 
principal objective the active participation of 
children in the law review process.  
 

Danish 
Government 

Corporate Planning 
Team 

The Unit was primarily responsible for negotiating 
and sourcing funding from the international and 
local donor communities in an effort to gain 
financial support for the start-up and gradual 
realisation of the Department’s strategic objectives.  
 

 Policy Advisory 
Task Unit 

This Unit was established to further the policy work 
around transformation initiated by the Planning 
Unit.  It coordinates and spearheads the 
development of policy documents.  The focus was 
on specific areas such as Legal Aid, Transformation 
of Courts and the Legal Profession. 
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Government of 
Sweden – 
SIDA 

Capacity building 
in the Field of 
Children and 
Justice – Budget 
Outreach 
Programme 
 

 Budget 
Implementation of 
Legislation 
pertaining to 
Children 
 

 Budget Preliminary 
Inquiry 
 

 Budget One-Stop 
Service Centres 

The purpose of this programme is to provide 
assistance to the Department on the improvement 
of the Criminal Justice System in relation to 
children’s issues, and to develop adequate 
responses to young offenders with a view to 
ensuring that the best interests of the child are 
protected.  
 
 

Canada Justice-Canada 
Linkage Project 

Funds are earmarked for the training of judicial 
officers in the Lower Courts, which are not only 
experiencing an operational crisis, but which serve 
the majority of the people. 
 

Netherlands 
Government 

Sectoral Budget 
Support 

The long-term objective of the programme is to 
contribute to the democratic development of South 
African society, as well as towards poverty 
alleviation within the marginalised groups of our 
society.   
 
 

USAID Technical 
Assistance 

Funding of the Coordination Management Unit in 
terms of staffing to administer the Administration of 
Justice Bilateral Agreement. 
 

 Tutor programme 
for Magistrates and 
Prosecutors – 
Justice College 

Funds were utilised for salaries and for subsistence 
and travelling allowances for the tutors to enable 
them to proceed from office to office to carry out 
the duties of training magistrates and prosecutors 
 

 Capacity building 
for effective 
implementation of 
the promotion of 
equality and 
prevention of unfair 
discrimination 

The project was set up to provide capacity-building, 
focusing on education and training for effective 
implementation of the Promotion of Equality and 
Prevention of Unfair Discrimination Act No 4 of 
2000.  Due to limited funding the core activities of 
the capacity-building project were narrowed down 
to Judicial Education (for Judges and Magistrates) 
and Paralegal Training for Clerks of Court and 
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Registrars of the High Court, with a view to building 
adequate capacity for effective and responsive 
implementation of the Promotion of Equality Act. 
 

 Corporate Image Vision 2000 – Radio Talk shows:  The Minister of 
Justice requested Southern Exposure to develop 
radio talk shows for community radio which would 
feature the work and achievement of the 
Department of Justice. 
 

EU Foundation EU Human Rights 
Programme 

The grant is received regarding the finalisation of 
volume 6 and 7 of the Truth and Reconciliation 
Report. 
 

Commission of 
European 
Community  

Sectoral Budget 
Support 

The long-term objective of the programme is to 
contribute to the democratic development of South 
African society, as well as towards poverty 
alleviation within the marginalised groups of our 
society. 
 

 
 
5. Trading entities / Public entities 

The following Public Entities are part of our budget vote: 
 
a. Legal Aid Board (Schedule 3 – National Public Entity) – Established under 

the Legal Aid Board Act, No 22 of 1969. 
 

The Legal Aid Board (LAB) provides legal representation to the indigent. It 
carries out Government’s obligation to ensure that the constitutional rights 
of accused in criminal cases are secured. The method of delivery of legal aid 
services has proved to be unacceptably expensive and cumbersome to 
administer. For this reason, the briefing of legal professionals has been 
scaled down and replaced with the delivery of services by salaried 
employees in legal aid clinics, advice offices and public defender offices. 
With effect from 31 May 2001 there is no longer a filter mechanism between 
Lower Courts and the High Courts in respect of criminal appeals. Every 
accused person convicted in a magistrate’s court has an automatic right of 
appeal to the High Court. It is estimated that in excess of 100 000 people 
qualify for legal aid for a criminal appeal per year. The Legal Aid Board 
renders legal aid in terms of the Constitution. 

 
The chairperson of the Board is Judge Navsa and the Accounting Officer is 
Ashly Ally. 
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b. Special Investigating Unit – Established under the Special Investigating 
Units and Special Tribunals Act, No 74 of 1996. 

 
The Unit investigates cases of corruption, fraud and maladministration that 
have been referred to it by the President.  Upon completion of an 
investigation the Unit can institute civil action in the Special Tribunal in 
order to recover, protect or save state assets and state monies that have 
been or could be misappropriated or misused. 
 
The Unit works closely with all other bodies, both national and provincial, 
such as the South African Police Services, the Public Protector, the 
Investigating Directorate: Serious Economic Offences, the National 
Prosecuting Authority, the Office of the Auditor-General, the Public Service 
Commission, the National Intelligence Agency, South African Revenue 
Services and the Independent Complaints Directorate.  In addition to this 
the Unit also has close links to NGOs and international organisations, while 
also providing information and assistance to international law enforcement 
agencies.  

 
Mr. Willie Hofmeyer is the Accounting Officer and the Head of the Unit. 

 
The Department effects transfer payments to these Public Entities who maintain 
their own sets of accounts.  They are responsible for their own annual report 
(including audited annual financial statements), which must be submitted to the 
Executive Authority for tabling in the National Assembly. 
 
 

6. Other organisations to whom transfer payments have been made 
a. Truth and Reconciliation Commission (Constitutional Institution) – The 

Commission promotes national unity and reconciliation.  This Commission 
is not listed in the PFMA schedules, as it temporary in nature. 

 
b. Commission on Gender Equality (Constitutional Institution) – The 

Commission promotes gender equality. 
 
c. Public Protector (Constitutional Institution) – The Public Protector 

promotes investigations to expose, counteract or rectify maladministration, 
abuse of power, improper prejudice occasioned by administrative decisions 
and improper use of or corruption in respect of state funds. 

 
d. South African Human Rights Commission (Constitutional Institution)– The 

Commission promotes compliance with the Bill of Rights. 
 
e. President’s Fund – The fund gives effect to the reparations policy flowing 

from the work of the Truth and Reconciliation Committee.  This Fund is 
also not listed in the PFMA schedules, as it is temporary in nature. 
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f. Represented Political Parties Funds (Independent Electoral Commission) – 
The Fund makes provision for the funding of political parties participating 
in Parliament and provincial legislatures; to provide for the management 
of that Fund by the Electoral Commission and for accountability regarding 
that Fund; to regulate the allocation of moneys from that Fund and the 
purpose for which allocated moneys may be used by political parties; and 
to provide for incidental matters. 

 
g. Sector Education and Training Authority (SETA) 

Contribution for the administration of SETA in terms of the Skills 
Development Levy Act. 

 
The above Institutions report on their financial results independently from 
the Department of Justice and Constitutional Development.  

 
Capital Works - Funds have been transferred (R 197 046 000) to PWD for 
the procurement of new and additional accommodation.  This amount 
includes variation orders and the installation of air-conditioners.  National 
Treasury has approved the mechanism of transferring funds to the 
Johannesburg Development Agency through the Department of Finance 
and Economic Affairs to facilitate the process of commencing with the 
Constitutional Court project in Braamfontein. 

 
 

7. Corporate governance arrangements 
 

Risk Management and Risk Assessment 
 
The risk management strategy has been finalised, recommended by 
management and approved by the Audit Committee as well as the Board. 
With the guidance and direction of the Chief Audit Executive, a risk profile per 
business unit has been prepared by risk officers within each business unit and 
presented to management, the risk committee, the audit committee as well as 
the board. 

 
The internal audit three year rolling strategic plan has been developed based 
on the risk profile as per the PFMA and Treasury Regulations. Independent 
monitoring and evaluation of risks as they appear on the profile is done by 
internal audit unit through conducting regular audits. 

 
The Chief Director: Strategy is responsible for the implementation of risk 
management strategy. In response to management as well as the audit 
committee request, the Chief Audit Executive prepared a submission 
regarding the level and responsibilities of a risk manager for approval. The 
submission was in line with international best practices. 
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Risk officers are expected to provide the risk committee as well as internal 
audit with progress reports regarding measures put in place to mitigate risks 
on a regular basis. 

 
Furthermore, top risks have been identified by risk officers in consultation 
with their managing directors. Such risks were considered by internal audit 
when reviewing their rolling 3 year strategic plan as well as the operational 
plan. 

 
Fraud Prevention Plan of the Department 

 
The department has an Anti-Corruption and Fraud Strategy (ACFS) in place in 
terms of the PFMA and Treasury Regulations which the implementation is on 
going. The development, implementation and maintenance of the ACFS is the 
responsibility of the operational committee which consisted of representatives 
of all role-players within the Department. The operational committee reports 
to the steering committee, which in essence, is top management, namely the 
Director-General and the Managing Directors of the various Business Units. 
The objectives of the ACFS operational committee are the following:  

 
• To develop and facilitate the implementation of the ACFS; and 
• To maintain and review the ACFS on an ongoing basis. 
 
The ACFS has numerous components, two of which are the following: 

 
• A code of ethics; and 
• An anti-corruption and fraud policy. 
 
The Code of Ethics of the Department mirrors the Code of Ethics for the 
Public Service as set out in the Regulations to the Public Service Act, 1994. 
The purpose of such a Code is to serve as a brief description of the 
Department’s core values, to provide a framework for identifying conduct that 
is ethical and acceptable for the employees and officials of the Department, to 
create the context for the ethical use of authority and to support all efforts 
aimed at curbing moral degeneration. The Code is applicable to all officials 
and employees of the Department, all magistrates and employees of the 
Magistrates Commission, the Office of the National Director of Public 
Prosecutions and the Special Investigating Units established by law. 

 
The Anti-Corruption and Fraud Policy sets out the stance of the Department in 
relation to corruption, fraud, theft and maladministration; in other words it 
emphasises the fact that the Department has “zero tolerance to corruption”. 
It, among others, sets out how cases of corruption, in the widest sense of the 
word, should be dealt with. 
 
Other components of the ACFS include the creation of fraud and corruption 
awareness in general, the implementation of sound internal controls to 
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prevent and detect fraud and corruption, on-going risk assessment and the 
development of an anti-corruption and fraud investigating capacity.  

 
Regular monthly meeting of the Anti Corruption and Fraud Operational 
Committee have been held where the main focus of discussion was the 
effective implementation of the Anti-Corruption and Fraud Strategy. 
 
Detailed administration of the functions and responsibilities of members of the 
ACFS Operational Committee is being controlled by completion of appropriate 
sections the ACFS Task and Responsibilities Matrix Spreadsheet by designated 
members of the committee itself. The monitoring of the Matrix is the 
responsibility of internal audit. 
 
One of the successes of the ACFS is the establishment of an Anti-Corruption 
and Fraud Hotline, which is designed to achieve the following: 
 
• To encourage hesitant whistle-blowers (callers pay nothing and do not 

have to disclose their identity). 
• To raise the level of awareness that the Department is serious about 

corruption and fraud. 
• To detect incidents of corruption and fraud 
• To assist the Department in managing the requirements of the 

Protected Disclosures Act, 2000, by creating a channel through which 
whistle-blowers can report incidents of corruption and fraud. 

• To assist the Department in identifying areas of weakness in its 
systems and processes so that preventive and detective control 
measures can be put in place or improved. 

 
The particulars and purpose of the Hotline were made known by way of a 
circular sent to all Justice Offices. The ACFS Operation Committee has 
established a Hotline Subcommittee to ensure that all cases received through 
the hotline are investigated and finalised in the most appropriate manner. All 
cases received from the Hotline are noted in a register and the ACFS 
Operational Committee will be expected to monitor this register in order to 
make certain that each and every case is, in fact, property dealt with. The 
National Inspectorate and the Directorate: Internal Audit plays a major role in 
the Hotline Subcommittee. 

 
The Anti-Corruption and Fraud reporting hotline is fully operational.  

 
The communication subcommittee is responsible for creating awareness of 
the ACFS. 

 
The training subcommittee is responsible for training officials within DOJ on 
ACFS. To date 3356 officials received training on the Department’s Anti-
Corruption and Fraud Strategy. Furthermore, 220 officials received training on 
misconduct in general. 
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Internal Audit and Audit Committee 

 
Internal Audit 
 
Internal audit has been in operation since September 1999 and has an 
independent form of reporting structure. The Chief Audit Executive reports 
administratively to the Director-General and functionally to an independent 
Audit Committee. 
 
To strengthen the Internal Audit unit’s independence and objectivity the Chief 
Audit Executive has direct access to the Audit Committee and the Board of 
directors. The department’s internal audit unit has a current complement of 
54 well qualified permanent employees as follows:  

 
1 Chief Audit Executive 
2 Directors 
6 Deputy Directors 
16 Assistant Directors 
26 Internal Auditors 
2 Secretaries 
1 Admin Officer 

 
The unit has a specific mandate of providing an independent, objective 
assurance and consulting activity designed to add value and improve an 
organization’s operations. It helps an organization accomplish its objectives by 
bringing a systematic, disciplined approach to evaluate and improve the 
effectiveness of risk management, control, and governance processes. 
 
The unit is responsible for conducting internal audits at 8 business units 
within DOJCD and 747 justice offices in terms of an approved internal audit 
charter, reviewed on an annual basis as follows: 

 
• Computer audits 
• Regularity audits 
• Performance audits 
• Ethics and forensic investigations 
• Special projects audits 
• Risk assessment  
• Compliance audits 

 
During the 2002/03 financial year, the unit conducted audits per the approved 
strategic plan which is risk based as well as an operational plan at 84 justice 
offices as well as follow-up audits at 124 justice offices and 24 focus areas at 
National Office. 

 
Due to the size and complexity of the Department of Justice and 
Constitutional Development, the Chief Audit Executive always coordinate with 
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the Heads of Internal Audit institutions under the control of the department 
e.g. National Prosecuting Authority (NPA), Commission on Gender Equality 
(CGE), Human Rights Commission (HRC), Public Protector. 
 
Effectiveness of Internal Audit 
 
Internal Audit unit is not involved in operational activities since the 
department is undergoing a restructuring process, the unit is also involved in 
the review of new processes, giving advice to management regarding new 
initiatives, providing recommendations on systems development processes, 
training management on corporate governance, risk management and 
controls. 

 
In preparations of the external quality assessment and review which is 
expected to be conducted once in 5 years per Institute of Internal Auditors 
(IIA) Standards, the unit is in the process of developing its formal internal 
quality assessment and review program. 
 
The unit is regularly coordinating with the external auditors and other 
assurance providers engaged in the department to avoid duplication and to 
ensure full audit coverage. 
 
Although management is striving towards improving financial management 
within the department it is concluded that there is still control weaknesses 
due to the following: 

 
• Inadequate management; 
• Non-compliance with rules and regulations; 
• Non-compliance with laid down systems; 
• Lack of accounting knowledge and understanding; 
• Lack of discipline and disciplinary actions against offenders; 
• Lack of accountability and responsibility; 
• Lack of financial management capacity; 
• Inadequate training; 
• Lack of supervision; and 
• Negligence. 
  
The following are the results of the above problems: 

 
• Corruption and fraud; 
• Non-compliance; and 
• Qualified audit reports by the Office of the Auditor-General. 
 
There is a tremendous improvement regarding receiving management 
responses. To date all the responses were received from management 
including the regions. 
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Follow-up audits 
 
The follow-up audit process was conducted in terms of the approach agreed 
with management where phase one involved sending self assessment 
questionnaires to offices reviewed during 2002 financial year. During phase 
two, internal auditors visited the specific offices and physically verified 
information supplied on the self-assessment questionnaires. These follow-ups 
were conducted in 124 justice and 24 focus areas at National Office. Results 
of follow-ups regarding management response were categorised as follows: 

 
• 62% of issues raised was actioned appropriately prior to follow-up 

review being completed. 
• 16% of issues raised was addressed but further work is required to 

complete the corrective action. 
• 11% of issues raised have not yet been addressed at the time of 

follow-up. 
• 2% represents offices where management did not give any follow-up 

action comments. 
• 9% represents offices where our recommendations were noted but 

management is not able to take action. 
 

Conflict of Interest 
 
All Internal Auditors within the Department completed a conflict of interest 
form as required by the Standards of Professional Practice of Internal 
Auditors. 
 
It is compulsory for managers to complete a financial/non-financial disclosure 
form annually. The Department intends cascading the process down to all 
employees. 
 
Audit Committee 
 
The report of the Audit Committee is included in Part 4 of the Annual Report. 
 
 

8. Events after the accounting date 
 

No events have taken place between the date of the financial year-end and 
the date of the approval of the report, which could materially affect the state 
of financial affairs of the department. 

 
 

9. Progress with financial management improvements 
 

The Performance Enhancement Programme (PEP) has laid solid foundations 
to building the future financial management system of the department. As 
with foundations in the construction industry the work done is largely not 
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visible. Visibility will come with the appointment of strong leadership with the 
ability to sustain the project through continuous improvement processes. The 
change vision needs to be lead and must be driven down through all levels to 
finance functionaries at the coal face of service delivery to the public.  
Improving the financial management capacity of the department must be 
driven from the bottom.  This is being done through the implementation of a 
financial services franchise concept to court services, by way of implementing 
a uniform standard that has been documented in what is called the Governor 
Brown manual.   Recognition for having succeeded will come with an 
unqualified audit report and this will attract more highly skilled people to the 
department who will be seeking to be associated with a successful 
turnaround. 

 
The PEP stands at risk should our vacant posts not be filled in the short term.  
The PEP has in recent years been negatively impacted by the high level of 
vacancies that have existed in the Office of the CFO.  It is anticipated that all 
the posts vacant at CFO, Chief Director, Director and Deputy Director levels 
will be filled in the short term. 
 
In the drive to progress the PEP we should not lose sight of the fact that we 
have achieved substantial progress in improving the financial management 
capacity of the department. During the last year achievements include: 

 
o Completing a national transaction processing backlog reduction 

exercise to get the vote account bookkeeping records current. 
o Completing the training of 2019 finance people in cash hall procedures 

at 380 venues nationwide. 
o Formally assessing and documenting the competency/skills of over 

2,000 finance functionaries at a court level and completing a skills 
audit of all these staff. 

o Establishing the financial process monitoring unit to monitor the status 
of transaction processing on a month to month basis at all courts and 
other processing work stations throughout the country in relation to 
both vote account and trust account matters. 

o Reengineering, standardising and documenting, in detail, the financial 
business process at a court level and commencing the training thereof 
that will train some 2000 court level staff at venues in all provinces.  

o Training some 55 trainers to train staff with the roll out of the 
standardized financial transaction processing system. 

o Appointing, training and deploying 50 cluster financial operations 
managers to monitor transaction processing throughout the country. 

o Establishing a post graduate degree programme with sixteen staff 
registered to study cost concepts, strategic analysis, cost management 
practice, organizational theory, activity based costing, target costing, 
Goldratt’s theory of constraints, total quality management, cost 
estimation, cost volume profit analysis, strategy, budgeting, variance 
analysis, capital budgeting, relevant costing and decision making, 
current cost management systems, managing effectiveness and 
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productivity, strategic business units, transfer pricing and management 
compensation systems. The formal course work for this degree will be 
completed by July 2003 at which stage staff will commence working on 
research reports. 

o Significantly progressing the outsourcing of cash handling at a court 
level through the establishment, staffing and funding of a dedicated 
project office. 

o Designing and implementing a new budgetary framework (Base 80) 
that has been accepted by stakeholders as significantly enhancing 
budget management and communication. 

o Designing and writing a mainframe zero based budgeting system (ZBB) 
to enhance budget allocation decision support. 

o Completing a market researched pay model report covering all 
departmental staff. 

o Designing and implementing a right sizing approach to asset 
management that has entailed the complete analysis of all activity 
reports for all courts and the estimation of an optimal footprint to 
administer Justice in South Africa. 

o Leading an anti-corruption drive that is mooted to have entailed one of 
the largest audits in either the public or private sectors. Some 2000 
cases of financial misconduct were established and completing a 
nationwide forensic audit initiative that has detected significant and 
widespread fraudulent activity that is estimated to entail hundreds of 
millions of rands. 

o The motivations for the proclamation to secure the services of the 
Special Investigations Unit have been finalised and the outcome of this 
process is expected in the short term. 

o Establishing a digital video studio at the Justice College that will make 
a major impact on the quality of distance learning for staff at a court 
level and commencing with the filming by departmental finance staff, 
of an “on-job training video series” that is narrated in multiple 
languages, to reinforce classroom training.   

o Designing a strategy focussed public sector performance management 
process (a strategic framework variant on a balanced scorecard) to 
strategically focus service delivery that has been mooted for 
acceptance to all provincial and national government departments. 

o Promoting the establishment of and implementing a three way alliance 
between the department, Business Against Crime and the USAID fund 
that has significantly enhanced the efficiency and effectiveness of the 
USAID fund in support of Justice initiatives. 

o Establishing a Finance Board of Directors and a Budget Management 
and Review Committee with participation by senior business 
personalities that has significantly enhanced governance and 
transparency. 

 
New priority matters:  Buying/Procurement and Asset Management 
Buying/Procurement and Asset Management now resort under the management 
and direction of the Office of the CFO.  The following are envisaged: 
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o The department is to create an independent tender board. This tender 
board will report to a Chief Director in the Office of the CFO. Tender 
Board members will need to be appointed and trained.  

o All people that work on the Logis system at a head office or at the 
regional offices are to report directly to the Office of the CFO. These 
people will be transferred to transaction processing. 

o A contract negotiation division is to be created that will be both 
national and regional. This division will be responsible for the creation 
of an approved buyers guide (yellow pages) for all goods and services 
that do not fall within the scope of the information technology category 
as detailed in point 7 below as well as for the acquisition and 
maintenance of court services buildings.   All procurement contracts 
whether for capital goods, inventories, buildings, maintenance, motor 
cars, etc excluding information technology equipment will be 
negotiated by this division. This division will report as directed to the 
Office of the CFO. 

o Any business unit that feels it needs to consolidate the acquisition 
function and to task people to be “buyers” may do so. Buyers will be 
restricted to acquiring goods listed in the approved buyers guide or 
alternatively they must request new listings from the contract 
negotiation division. Buyers appointed by any business unit will report 
to the business units that appointed them. 

o Any business unit that feels it needs to buy in bulk and thus wants to 
maintain a large bulk (or small) store for such purchases must maintain 
such stores whether at a local (court) or national level themselves. 
Such store managers as are appointed by business units will report to 
such business units. 

o All capital asset, inventory (tables, chairs, etc) store managers will 
report to the Office of the CFO who is to create an Asset Management 
Division that is to be responsible for the management of assets that 
have not been issued to any individual business unit. Assets issued to 
business units are to be responsible for such assets. 

o Information Technology equipment and related services or 
maintenance is to be dealt with as follows. A departmental Information 
Technology Committee (ITC) is to be formed. This Committee will 
report to the ISM Business Unit. The ITC is, in essence to be a 
“BUYER” that buys goods, services etc through the SITA Information 
Technology Acquisition Committee (ITAC). Thus the departmental 
buyers’ guideline (yellow pages) will not deal with information 
technology equipment. The responsibility for the recording of computer 
assets on the assets register re acquisition, disposal etc will be no 
different to the requirements for any other asset. All IT purchases are 
to be processed on Logis as for any other assets purchased. The 
responsibility for the safe guarding of any information technology 
equipment will, as for any other equipment is the responsibility of the 
business unit to whom it has been issued. In the same manner Court 
Services will establish a Buildings Committee (BC) that will deal with 
building maintenance and acquisition. Buildings will also be subject to 
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the same assets register requirements as for Information Technology 
goods or any other assets. People will need to be streamed to support 
the ITC and the BC and the detailed requirements and delegations will 
need to be put in place. 

 
10. Progress made with resolving matters included in previous audit 

report 
 

Below is an executive summary of the progress made in resolving the matters 
included in the Qualified Audit Report of the Office of the Auditor-General for 
the financial year ended 31 March 2002: 

 
Paymaster-General account: 
The matter of incomplete interfaces has been resolved and the PMG 
Adjustments account has been cleared.  Daily reconciliations are done to 
ensure that the situation does not recur. 
 
Revenue: 
A departmental task team investigated the allocation of revenue items 
included under departmental revenue as opposed to the financial records for 
trust funds.  Various discussions were held with Internal Audit, the National 
Treasury and the Office of the Auditor-General throughout the process.  It 
was concluded that these amounts were appropriately recorded under 
departmental revenue.  
 
Suspense and disallowance accounts: 
The management, control and follow-up of certain suspense and clearing 
accounts have been centralised with effect from 1 June 2002.  Continuous 
reconciliations were performed on suspense and disallowance accounts which 
included: 
o following up (including reconciling) outstanding amounts with 

clients/debtors; 
o the identification of irrecoverable amounts which were submitted for 

write-off; 
o the allocation of expenditure incurred during previous years against the 

current year’s budget. 
 
These factors may continue to have a negative impact on the current year 
and if not written off could lead to the disclaimer of an audit opinion as the 
department does not have supporting documentation for historical 
transactions that often originated in previous self-governing states and 
homelands. 
 
Irrecoverable amounts totalling R 195 million have been submitted for write-
off. However, the write off could not be effected yet due to the department’s 
excess spending during the 2003 financial year.  National Treasury has been 
approached to assist the department to resolve the matter.  An age analysis 
of all amounts uncleared in suspense and disallowance accounts and a 
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breakdown per department in relation to amounts outstanding for agency 
services, are available.  
 

 
The annual financial statements set out on pages 23 to 57 have been approved by 
the Accounting Officer. 
 
 
 
 
 
 
………………………….. 
Adv. V. Pikoli 
Director-General: Justice and Constitutional Development 
2002-06-02 
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REPORT OF THE AUDITOR-GENERAL ON THE ANNUAL FINANCIAL 
STATEMENTS 

for the year ended 31 March 2003 
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STATEMENTS OF ACCOUNTING POLICIES AND RELATED MATTERS 
for the year ended 31 March 2003 

 

The financial statements have been prepared in accordance with the following 
policies, which have been applied consistently in all material respects, unless 
otherwise indicated.  However, where appropriate and meaningful, additional 
information has been disclosed to enhance the usefulness of the financial 
statements and to comply with the statutory requirements of the Public 
Finance Management Act, Act 1 of 1999 (as amended by Act 29 of 1999), the 
Treasury Regulations for Departments and Constitutional Institutions issued in 
terms of the Act and the Division of Revenue Act, Act 5 of 2002. 

 
1. Basis of preparation 

The financial statements have been prepared on a modified cash basis of 
accounting, except where stated otherwise.  The reporting entity is in 
transition from reporting on a cash basis of accounting to reporting on an 
accrual basis of accounting.  Under the cash basis of accounting transactions 
and other events are recognised when cash is received or paid.  Under the 
accrual basis of accounting transactions and other events are recognised 
when incurred and not when cash is received or paid.  

 
2. Revenue 

Voted funds are the amounts appropriated to a department in accordance 
with the final budget known as the Adjusted Estimates of National / Provincial 
Expenditure.  Unexpended voted funds are surrendered to the 
National/Provincial Revenue Fund. 

Interest and dividends received are recognised upon receipt of the funds, and 
no accrual is made for interest or dividends receivable from the last receipt 
date to the end of the reporting period.  They are recognised as revenue in 
the financial statements of the department and then transferred to the 
National/Provincial Revenue Fund. 

 
3. Donor aid 

Donor Aid is recognised in the income statement in accordance with the cash 
basis of accounting. 

 
4. Current expenditure 

Current expenditure is recognised in the income statement when the payment 
is made. 

 
5. Unauthorised, irregular, and fruitless and wasteful expenditure 

Unauthorised expenditure means:  

• the overspending of a vote or a main division within a vote, or  
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• expenditure that was not made in accordance with the purpose of a vote 
or, in the case of a main division, not in accordance with the purpose of 
the main division.  

Unauthorised expenditure is treated as a current asset in the balance sheet 
until such expenditure is recovered from a third party or funded from future 
voted funds. 

Irregular expenditure means expenditure, other than unauthorised 
expenditure, incurred in contravention of or not in accordance with a 
requirement of any applicable legislation, including: 

• the Public Finance Management Act, 

• the State Tender Board Act, or any regulations made in terms of this 
act, or 

• any provincial legislation providing for procurement procedures in that 
provincial government. 

Irregular expenditure is treated as expenditure in the income statement.  

Fruitless and wasteful expenditure means expenditure that was made in vain 
and would have been avoided had reasonable care been exercised.  Fruitless 
and wasteful must be recovered from a responsible official (a debtor account 
should be raised), or the vote if responsibility cannot be determined. 

 
6. Debts written off 

Debts are written off when identified as irrecoverable. No provision is made 
for irrecoverable amounts. 

 
7. Capital expenditure 

Expenditure for physical items on hand on 31 March 2003 to be consumed in 
the following financial year, is written off in full when they are received and 
are accounted for as expenditure in the income statement.  Physical assets 
(fixed assets and movable assets) acquired are expensed i.e. written off in 
the income statement when the payment is made. 

 
8. Investments 

Marketable securities are carried at market value.  Market value is calculated 
by reference to stock exchange quoted selling prices at the close of business 
on the balance sheet date. 

Non-current investments excluding marketable securities are shown at cost 
and adjustments are made only where in the opinion of the directors, the 
investment is impaired.  Where an investment has been impaired, it is 
recognised as an expense in the period in which the impairment is identified. 
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Increases in the carrying amount of marketable securities classified as non-
current assets are credited to revaluation and other reserves in shareholders’ 
equity.  Decreases that offset previous increases of the same marketable 
security are charged to the income statement.  Increases/decreases in the 
carrying amount of marketable securities classified as current assets are 
credited/charged to the income statement. 

On disposal of an investment, the difference between the net disposal 
proceeds and the carrying amount is charged or credited to the income 
statement.  On disposal of a marketable security classified as a non-current 
asset, amounts in revaluation and other reserves relating to that marketable 
security, are transferred to retained earnings. 

 
9. Investments in controlled entities 

Investments in controlled entities are those entities where the reporting entity 
has the ability to exercise any of the following powers to govern the financial 
and operating policies of the entity in order to obtain benefits from its 
activities: 

• To appoint or remove all, or the majority of, the members of that 
entity’s board of directors or equivalent governing body; 

• To appoint or remove the entity’s chief executive officer; 

• To cast all, or the majority of, the votes at meetings of that board of 
directors or equivalent governing body; or 

• To control all, or the majority of, the voting rights at a general meeting 
of that entity. 

Investments in controlled entities are shown at cost.  Where an investment 
has been impaired, it is recognised as an expense in the period in which the 
impairment is identified. 

Increases in the carrying amount of investments in controlled entities are 
credited to revaluation and other reserves in shareholders’ equity.  Decreases 
that offset previous increases of the same marketable security are charged to 
the income statement. 

On disposal of an investment, the difference between the net disposal 
proceeds and the carrying amount is charged or credited to the income 
statement. 

 
10. Receivables 

Receivables are not normally recognised under the cash basis of accounting.  
However, receivables included in the balance sheet arise from cash payments 
that are recoverable from another party. 

Receivables for services delivered are not recognised in the balance sheet as 
a current asset or as income in the income statement, as the financial 
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statements are prepared on a cash basis of accounting, but are disclosed 
separately in the notes to enhance the usefulness of the financial statements. 

 
11. Payables 

Payables are not normally recognised under the cash basis of accounting.  
However, payables included in the balance sheet arise from cash receipts that 
are due to either the Provincial/National Revenue Fund or another party. 

 
12. Provisions 

A provision is a liability of uncertain timing or amount.  Provisions are not 
normally recognised under the cash basis of accounting, but are disclosed 
separately in the notes to enhance the usefulness of the financial statements. 

 
13. Lease commitments 

Lease commitments for the period remaining from the accounting date until 
the end of the lease contract are disclosed as a note to the financial 
statements.  These commitments are not recognised in the balance sheet as a 
liability or as expenditure in the income statement as the financial statements 
are prepared on the cash basis of accounting. 

 
14. Accruals 

This amount represents goods/services that have been delivered, but no 
invoice has been received from the supplier at year end, OR where the 
goods/services have been delivered, and an invoice is on hand but remains 
unpaid at year end.  These amounts are not recognised in the balance sheet 
as a liability or as expenditure in the income statement as the financial 
statements are prepared on a cash basis of accounting, but are however 
disclosed. 

 
15. Employee benefits 

Short-term employee benefits  

The cost of short-term employee benefits is expensed in the income 
statement in the reporting period that the payment is made.  Short-term 
employee benefits, that give rise to a present legal or constructive obligation, 
are deferred until they can be reliably measured and then expensed.  Details 
of these benefits and the potential liabilities are disclosed as a note to the 
financial statements and are not recognised in the income statement.  

Termination benefits 

Termination benefits are recognised and expensed only when the payment is 
made. 
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Retirement benefits 

The department provides retirement benefits for its employees through a 
defined benefit plan for government employees.  These benefits are funded 
by both employer and employee contributions.  Employer contributions to the 
fund are expensed when money is paid to the fund.  No provision is made for 
retirement benefits in the financial statements of the department.  Any 
potential liabilities are disclosed in the financial statements of the Provincial 
Revenue Fund and not in the financial statements of the employer 
department. 

Medical benefits 

The department provides medical benefits for its employees through defined 
benefit plans.  These benefits are funded by employer and/or employee 
contributions.  Employer contributions to the fund are expensed when money 
is paid to the fund. No provision is made for medical benefits in the financial 
statements of the department.  

Post retirement medical benefits for retired civil servants are expensed when 
the payment is made to the fund.  

 
16. Capitalisation reserve 

The capitalisation reserve represents an amount equal to the value of the 
investments and/or loans capitalised, or deposits paid on behalf of employees 
of a foreign mission, for the first time in the previous financial year. On 
disposal, repayment or recovery, such amounts are transferable to the 
Revenue Fund. 

 
17. Recoverable revenue 

Recoverable revenue represents payments made and recognised in the 
income statement as an expense in previous years, which have now become 
recoverable from a debtor due to non-performance in accordance with an 
agreement. Repayments are transferred to the Revenue Fund as and when 
the repayment is received. 

 
18. Comparative figures 

Where necessary, comparative figures have been adjusted to conform to 
changes in presentation in the current year. The comparative figures shown in 
these financial statements are limited to the figures shown in the previous 
year’s audited financial statements and such other comparative figures that 
the department may reasonably have available for reporting. 
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