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for the year ended 31 March 2010

l. General review of state of financial affairs

The legislative mandate of the NFA is to institute criminal proceedings on behalf of the State, and to carry out any necessary
functions incidental to instituting criminal proceedings. This mandate is derived from section 179 of the Constitution and the
National Prosecuting Authority Act. The purpose of the NPA is to provide a co-ordinated prosecuting service that ensures
that justice is delivered to the victims of crime through general and specialised prosecutions, protect certain witnesses, and
removes the profit from crime.

The Accounting Officer of the NPA is the Director-General of the Department of Justice and Constitutional Development
(DOJ&CD). The Chief Executive Officer (CEO: NFA) continued to act as the Accounting Officer of the NPA on the basis
of a delegation of authority from the Director-General: DOJ&CD.

Adv Menzi Simelane was appointed as the National Director of Public Prosecutions (NDPP) in December 2009. Since his
appointment, the NDPP launched several initiatives to improve service delivery. The focus of these initiatives is for the NFA
to focus on its core function which is prosecution. The NPA Strategic Plan 2010-2015 was reviewed and steps were taken
to restructure and align business units such as the Special Commercial Crimes Unit (SCCU) and Corporate Services. This
restructuring process has been put on hold by the Minister. The NPA Strategic Plan 2010-2015 is currently being considered
by the Ministry. The NFA EXCO was reconstituted to include the Directors of Public Prosecutions.

The sub-programme: Directorate of Special Operations (DSO) was closed down following the enactment of the National
Prosecuting Authority Amendment Act, 2008, The majority of the DSO investigators accepted the transfer to the South
African Police Service (SAPS). The transfer resulted in a budget shift of R 153 million to SAPS during the Adjustment
Estimates.

The Criminal Assets Recovery Unit (CARU) was transferred to DOJ&CD with effect from | December 2009. In the past,
the NPA accounted for the Criminal Assets Recovery Account (CARA) in its financial statements.

The NFA received a qualified audit opinion in the 2008/09 financial year. The basis for the qualified opinion was a lack of a
complete and accurate asset register, poor leave management, the overstatement of prepayments with R 19,2 million, the
failure to reconcile and clear the third party transport account amounting to R 6,8 million, and the understating of irregular
expenditure with a potential R 29,5 million. These audit findings are being addressed through the audit action plan that has
been developed.

While progress has been made in addressing the audit qualification on assets by creating and managing assets on the asset
register, the valuation of assets acquired before 2008/09 remains problematic. Proving existence and completeness of the
asset register proved challenging in an environment where facilities are often shared. However, processes are currently
underway to ensure completeness and fair value these assets which should then address this audit qualification. The
qualification of leave entitlements should also be finally addressed in the new financial year. In this regard, it is intended to
fully decentralise the management of leave which will allow for better control. The take-on of incomplete leave records from
other departments is the main contributing factor for the delay in finalising the leave audit.

Two other problematic areas are the accounting for a 2005/06 sale-and-leaseback transaction and the restatement of the
irregular expenditure figures following the condonement of the CFM lease and the conclusion of the forensic audit on the
sale-and-leaseback transaction. The forensic audit on the sale-and-leaseback was concluded very late in the financial year and
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its impact has not been discounted in these financial statements. National Treasury and the Audit-General will be engaged
to resolve this outstanding qualification issue.

The NFA is programme four within the Justice Vote, The original budget in respect of Compensation of Employees was
reduced with anamount of R | I'1,6 million during the virement process. This saving was as a result of the non-implementation
of Occupational Specific Dispensation (OSD) phase ii for legally qualified professionals in the NPA and the delays in filling
funded vacancies. The necessary approvals were requested to implement OSD phase i and a special project (Operation
Recruitment Drive) was launched to fast-track the filling of vacancies in prosecutions. The virement was approved.

Table|l: NPA Financial Performance for the year ended 3| March 2009

2009/10 2008/09

R’000 R’000

Total revenue 2,262,019 2,117,881
Less

Total expenditure 2,236,677 2,076,852

Current expenditure 2,146,967 2,032,785

Transfers and subsidies 19327 5,648

Capital assets 70,383 38,419

Surplus / (deficit ) for the year 25,342 41,029

The NFA spent 99% of its appropriation as at the end of the financial year (after virement).

Fruitless and wasteful expenditure relating to the current financial year amounts to R 158,000. The analysis shows that the
bulk of this expenditure relates to non-arrival charges (no shows) followed by car accident repairs. Steps were taken to

@ recover the fruitless and wasteful expenditure. An Irregular Expenditure Control Committee was established to consider @
cases of possible irregular expenditure and make recommendations.

The NFA only administers the personnel budget of prosecutors at the lower courts. The administration of the remainder of
this budget remains with the DOJ&CD. This issue has been unresolved for some time.,

2. Service rendered by the NPA

2.1 In broad terms, the NPA renders the following services:

* The sub-programme: Public Prosecutions includes general prosecutions and several specialist prosecution units.

*  Thesub-programme: Witness Protection provides protection, support and related services to vulnerable witnesses
and related persons in judicial proceedings.

* The sub-programme: Directorate of Special Operations deals with complex and organised crime. This sub-
programme was closed down during the year under review.

* The sub-programme: Asset Forfeiture seizes the assets that are the proceeds of crime or have been involved in the
commission of an offence either through criminal or civil process.

»  Corporate Services provides the following support functions:

Finance and Procurement;

Human Resource Management and Development;

Information Management and Technology;

Research and Policy Development Management;

Security Management;

Communication and Public Awareness;

Strategy and Risk Management;

Programme and project management;

Integrity Management.

c 0 0 o o o0 O ©
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2.2 Tariff policy

The NFA does not charge tariffs for services rendered, but is contemplating the introduction of service charges for
photocopies made and parking. The draft policies were submitted for approval.

2.3 Free services

The NPA has the constitutional mandate to institute criminal prosecutions of the State and to carry out any necessary
functions incidental to instituting criminal proceedings. It therefore does not render free services that would have yielded
sighificant revenue had a tariff been charged.

2.4 Inventories

A stock take was conducted on 31 March 2010. The value of inventory at that date was determined to be R 5,338,107.38.
The basis of the valuation was invoice cost, while the inventory in the Logis store at VGM (R | 11,700.09) was determined
using the weighted average cost.

3. Capacity Constraints

The vacancy rate at the NFA decreased from 27,4% in the 2007/08 financial year to 24,9% at the end of the 2008/09 financial
year and to 16,5% at the end of the 2009/10 financial year. A project (Operation Recruitment Drive) was launched in 2009
to fill vacancies. Through Operation Recruitment Drive all general prosecutorial posts were advertised — the interviews for
all prosecutorial posts have been finalised. The full impact of Operation Recruitment will only become evident in the new
financial year (2010/11).

The NFA continued to experience considerable difficulty to attract and retain staff. The lack of capacity is compounded by
the inability to speed up the recruitment process and the fact that most vacancies are filled by internal candidates.

Accommodation for prosecutors remains a constraint, At some lower courts, prosecutors do not have offices or share
offices. At other courts, prosecutors are accommodated in temporary accommodation. The lack of suitable accommaodation
and the appalling state of some courts are not conducive to an environment where victims are treated with dignity or
respect. The NPA continues to engage the DOJ&CD to address these concerns.

4, Utilisation of donor funds

The following projects were funded through donations during the current financial year:

Donor Project Short description

European Union Human trafficking — Sexual Offences and Assistance to South African Government to prevent
Community Affairs (SOCA) and react to human trafficking.

Royal Danish Ndabezitha project — SOCA Resolving domestic violence in rural communities.

Commission

UNICEF Thuthuzela project — SOCA To roll out Thuthuzela Care Centres.

CARA Various projects with the NPA Assistance to law enforcement agencies in fighting

organised crime.
US Presidency Support of PEPFAR: Thuthuzela Care Centres Compliance assessment of the Thuthuzela Care
Centres with National Dept of Health guidelines.

USAID Woman Justice and Empowerment Initiative (WJEl) | To upgrade and expand one stop Thuthuzela Care
Centre network.

Please refer to Annexure ID of the Annual Financial Statements for further details in regard to donor funding.

The NPA is fortunate to continue attracting donor funding for its projects. The nature of these projects, the relationships
developed over time with the donors involved, and shared ownership and management of the projects, where appropriate,
contribute to the success of our interaction with the donor community. It is a concern that some of these projects that focus
on addressing crimes against women and children in particular may not be sustainable in the long term. In this regard, R 6
million were reprioritised during the financial year to enable SOCA to appoint 4 Case Managers, 4 Site Coordinators and
5 Victim Assistant Officers (Level 6) on the permanent establishment. Additional permanent appointments will be made in
the new financial year.
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5. Corporate governance arrangements

The NFA has established specialised units in the area of governance and enterprise risk management. These include the
Integrity Management Unit and Enterprise Risk Management and the Security & Risk Management Service Centres,

The NFA views enterprise risk management as an imperative for the successful delivery on its mandate and its obligation to
deliver value to its stakeholders.

Risk assessments were conducted for all units and service centres. For all risks classified as “high”" and “medium” from a
residual risk perspective, action plans were identified and documented. The identified top risks, were reviewed by the NPA
Management Committee (MANCO), these were then forwarded to NFA Executive Committee to be reviewed and rated,
with finalisation expected in 2010/201 1. A fraud and corruption risk assessment was finalised in the final quarter of 2009/10.
The fraud and corruption risk register will inform the revision of the NPA's response plan.

During the period under review, the NFA's Enterprise Risk Management and Internal Audit function fostered a closer
working relationship in order to contribute to enhance the interal control environment of the NPA. The deployment
of BarmOw, the risk management software tool, implemented in the previous financial year was supported by providing
relevant functionality training to all risk owners and participants of risk assessments.

The Audit Committee continues to provide oversight in terms of risk management for the NFA,

The NFA views the Integrity Management Unit as an important business tool to ensure that the organisation is regarded
by its employees and stakeholders alike, as an organisation that acts with integrity when executing its mandate. The Unit
continued its work on integrity promotion, prevention of unethical conduct and combating of integrity breaches. To this
effect, awareness sessions were held with numerous NPA employees. The Unit hosted the annual International Anti-
corruption Day on the 9th of December 2009 as part of raising awareness about the effects of corruption and ways to
fight it. The Unit also conducted 37 verifications in terms of the remunerative work outside the NFA policy. Following
the completion of the process to develop the Values for the organization, the Unit embarked on an exercise to develop
benchmarks for the internalization of the values in the NPA. Various reviews were conducted to strengthen organizational
@ integrity. The Unit initiated the development of an Automated Early Warning System as a tool to enhance and monitor @
employees' conduct. The system is up and running. In terms of combating initiatives, the unit registered 82 investigations of
which 58 were completed during the financial year under review.

As part of the prevention initiative, the IMU established a service delivery hotline that operates 24 hours on a toll free service
basis. It is aimed at enabling the public and members of the NFA to report wrongdoings or transgressions with the NPA
values in respect of the services the NPA renders to the public. In supporting the organisation’s efforts to detect and prevent
unethical conduct, the IMU has developed a draft whistle blowing policy. This policy is aimed at protecting the whistle blower
against victimisation. Failure to report on acts of fraud, corruption, theft, maladministration and such, is regarded in terms of
the policy as misconduct. The policy was endorsed by the bargaining council and has been forwarded to the Acting CEO for
approval. The Unit also facilitated the development of Fraud and Corruption Response Plan which has since been approved.

The Security & Risk Management Service Centre continued to provide physical security services in the NPA facilities, and
threatened employees are provided with protection in terms of the NPA's Employee Protection Policy. This continues to
be a key part of the security management strategy of the NPA. Various interventions were held to focus on organisational
compliance to occupational health and safety issues and the roll out of such program was done successful, six evacuation
drills were performed in different NPA building facilities. The unit further facilitated the training of safety representatives
appointed for OHS program.

Delays were experienced with the appointment of a new Audit Committee. The Internal Audit Unit completed |6 audits
and 4 follow up audits relating to the NPA during the year under review.

The Budget Review Committee held quarterly budget review meetings with the heads of all business units. During these
reviews, spending pattermns are examined and funds are reprioritised, should it be necessary. This review process is now well
established in the NPA. The NPA expenditure reports were presented to the DOJ&CD EXCO on a monthly basis.
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6. Discontinued activities / activities to be discontinued

The NPA transferred the investigative capacity and cases of the Directorate of Special Operations (DSO) (the Scorpions)
to the South African Police Service (SAPS) on 6 July 2009. This followed the decision to disband the Scorpions and the
promulgation of the National Prosecuting Authority Amendment Act and South African Police Services Amendment Act.
The majority of the former DSO investigators accepted the transfer to the South African Police Service. Those investigators
that chose not to transfer to SAPS were given the alternative placement option of the Special Investigating Unit (SIU). Nine
investigators opted for severance packages.

The placement of the former DSO prosecutors was finalised and the administrative staff was incorporated into other
business units of the NPA. The R 153 million budget transfer to SAPS was finalised during the Adjustment Estimates process.
The transferred amount relates to the budget allocation for the last 9 month for the financial year. The expenditure incurred
by the NFA during the first three months together with the budget remains within the NPA financial records.

A proposal to integrate the NFA Corporate Services with that of DOJ&CD is under consideration. Should this proposal be
accepted, the sub-programme Corporate Services on the NPA programme will cease to exist.

7. New / proposed activities

The NFA does not intent to commence any new activities that will have an effect on the operations of the organisation.

8. Asset management

The NFA conducted comprehensive annual asset verification towards financial year end. Confirmation was requested from
all Magistrates Offices regarding NFA assets at their offices. The teams visited /00 sites including the NPA main offices as
part of the verification process. Challenges experienced include assets with NPA and DOJ&CD barcodes, duplicates and
location and description variances.

The asset verification data as an “as is" position of assets were loaded into AssetWare, the asset management system
@ procured by the NPA. Discrepancies identified are being investigated. The NPA was previously qualified for its inability to @
produce a complete and accurate asset register — the successful loading of Assetware attempts to overcome this hurdle.
The next phase in the asset management process is to attach values to these assets as per the asset register. Since 2008/09
acquisitions are captured at cost.

9. Events after the reporting date
The following events occured after the reporting date and the date of approval of the Annual Financial Statements:

*  QGazetting of cost-of-living adjustments for prosecutors below SMS level,
*  Finalisation of forensic report on Rentworks sale-and- leaseback 2005/06 transaction.

10. Performance information

Performance information is collected by the respective business units and analysed on a monthly basis. Quarterly performance
reviews are conducted, the results of which are presented to the Enterprise Performance Management Committee. Progress
is reported against the targets set in the ENE and the annual plans of business units. Quarterly performance reports are
prepared for National Treasury.
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I1. SCOPA resolutions

The NFA responded to the following SCOFA resolutions:

Reference to previous audit
report and SCOPA resolutions

Subject Progress

Sixth Report of SCOPA adopted by the National Assembly on 08 February 2010

Par. 3(3.1) SCOFA recommends that
these matters are finalised as a matter
of urgency to ensure that the NFA
realises its mandate

Par 3(3.2) SCOPA recommends that
vacant posts are filled to ensure that
strategic objectives are achieved and the
operations of the NFA runs smoaothly.

Par 3 (3.3) SCOPA recommends that:

*  asystem or process is put in
place to enable CARU to fulfil its
mandate,

*  policies and procedures are
implemented and vacancies are
filled

Accountability No progress
governance status of
the NPA

Capacity and people | The vacancy rate at the NPA decreased from 27,4% in the 2007/08
related issues financial year to 24,9% at the end of the 2008/09 financial year and
finally to 16,5% at the end of the 2009/10 financial year.

A project (Operation Recruitment Drive) was launched in
2009 to fill vacancies. Through Operation Recruitment Drive
all general prosecutorial posts were advertised — the interviews
for all prosecutorial posts have been finalised. The full impact
of Operation Recruitment will only become evident in the new
financial year (2010/1 ).

Although the filling of the NDPP post reduced the number of
acting positions in the areas of the core business of the NFA, the
restructuring process has to an extent halted the further finalisation
of the vacancies.

With regard to Corporate Services management positions, three
of the positions occupied by acting incumbents could not be filled.
Although efforts were initiated to fill the vacancies, the lack of
suitable qualified candidates hatted the process until the process
was overtaken by events relating to integration. The position of
CEO falls within this category as well.

Criminal Assets NAQ for 2008/09

Recovery Account
Unit transferred to DOJ&CD wef | December 2009

Third Report of SCOPA adopted by the National Assembly on 08 February 2010

Paragraph 5 page 63 of the Auditor
General Report for 2007/08: SCOPA
recommends that;

*  The Accounting Officer ensures
that the outcome of the
investigation is submitted to the
Committee and;

*  Action is taken to avoid
discrepancies with regard to the
above-mentioned issues.

‘ ‘ NPA AR 10.indd 67

Irregular, fruitless and | Investigations were conducted into the SCM unit. Three reports

wasteful expenditure | were finalised and submitted to the ACEQ. The reports were
referred to the Labour Relations Unit to institute disciplinary action
against the officials involved. Final written wamings were issued to
three senior managers.

Other investigations are continuing.
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Reference to previous audit Subject
report and SCOPA resolutions

Paragraph 6 page 64 of the Auditor Tangible assets
General Report for 2007/08: SCOPA
recommends that;

*  An updated asset register
is in place and reviewed by
management regularly.

»  Policies that are related to financial
reporting must be communicated
throughout the entity.

Paragraph 12 page 65 of the Auditor Housing guarantees
General Report for 2007/08: SCOPA
recommends that;

*  The information on PERSAL
is updated on a daily basis and
management should make sure
that policies and procedures are
implemented.
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Progress

Asset management is now done on AssetWare, the NPA's electronic
asset register. The register is reviewed by management on a regular
basis and attempts are being made to ensure the register is accurate
and complete. The next phase requires the valuation of the assets
on the register. It is planned to complete the valuation process in
2010/11.

During February 2010 the NPA conducted comprehensive annual
asset verification. 80! letters were dispatched to Magistrates Offices
requesting confirmation re NFA assets at their offices. The teams
visited 700 sites including the NPA main offices.

The asset verification data as an “as is" position of assets were
loaded into AssetWare the asset management system procured by
the NPA. Discrepancies identified are now in the process of being
investigated. These include: missing assets, duplicates and location
and description variances.

[t was previously reported that a major challenge was experienced
in that the NPA was unsuccessful in obtaining the past years financial
year's data from National Treasury in order to test the completeness
ofthe manual process followed and to balance back to the accounting
system. This data was received during the middle of the 2009/2010
financial year.

The data was used to identify the payment batches for the financial
years 2004/2008. These batches (1,299) were then drawn from the
archives, copied and the data captured. Only || payment batches
could not be located. This resulted in a database of 25,766 entries.
The result was less than satisfactory in that the invoice descriptions
and delivery addresses were in most instances of such a nature that
it rendered the matching of the data with the physical assets difficult
if not impaossible.

The NFA will now follow a process if indirect matching and fair value
of the assets based on the prescripts.

The NPA did perform quarterly asset verifications with Business Units
and an Annual Stock Take in line with SCM Framework. However
in many areas the third verification and the Stock take overlapped.

Recondiliations  with invoices, uniquely identifying assets and
balancing back to the accounting system (TB) were performed for
the 2008/2009 and 2009/2010 financial years.

Corporate Managers and Asset Controllers in the NPA were trained.
Refresher training will be conducted prior to the first verification
being due by the end of June 2010.

The Housing Guarantee register and information on Persal is

continuously updated.

Monitoring and control measures are in place with a
communication that the employees must twice a year submit
letters from the banks on outstanding value of guarantees.

Information on housing guarantees was provided to Parliament.

A report was submitted to Parliament on wrong appointments
made by the NFA.
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