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FATF GREYLISTING

Legislative amendments

(Easy job) Medium Term
Law enforcement and '- additional funding:

Prosecutions

Difficult job e SAPS for constables
! ° BMA Only in BudEEt 2023

Does halving this and over 3 years.

lavish budget by * NPA tax units Average Grey Listing

R1.7 bn not show e |D specialist prosecutors is 5-10 years.

more intent and ID forensic auditors Mauritius achieved

budget _ shortest period of 2
prioritisation? Forensic data centre years.

SIU state capture
prosecutions

DIFFERENCE
MAKERS ™
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IS THIS ENOUGH TO
PREVENT
GREYLISTING IN FEB
20237

1. How will SAPS, ID, FIC, NPA be held
accountable to ensure effective spending
on additional budgets?

2.  Why still so many media reports of SARB
oversight failure for banks for AML?

3. What will the impact be on the budget if
we are greylisted and has that been
factored into medium term debt costs, FDI
and GDP growth forecasts?
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Revenue estimates

Tax-to-GDP ratio
SARS funding
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ESTIMATES OF REVENUE

Figure 3.9 Gross tax revenue projections “As SARS, we accept the challenge of the revised higher
revenue estimate. While the revised revenue estimate is
steep, we are committed to act according to what is

permissible in law to meet this challenge.”
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2021 MEDIUM TERM BUDGET POLICY STATEMENT

1200

there is significant uncertainty associated with this projecton,Revenue projections have changed rapidly

before, during and after the COVID-13 pandemic. Any significant downward revisions would plake the
current fiscal strategy under pressure,
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2021 2022 2022
Budget Budget MTBP

2022 GDP 2.2% 2.1% 1.9%
growth
Average growth 1.6%

medium term
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ESTIMATES OF REVENUE

TAX TO GDP RATIO - Ceiling

How well the government Tax revenue growing
controls a country’s despite weak
economic resources. Good economic growth
gauge of extraction of tax
from economy for Gvt use.

Katz Commussion Report into Taxation l[ 2550 i) ]

Investigate

Figure 3.8 Tax-to-GDP ratio JSCoF recommendation 25% or lesser
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Per cent of GDP

—_—— 2022 MTBPS
- 2020 Budget
—_—Actual

23

DIFFERENCE
Source: National Treasury and South Afri 1 MAKERS




Breaching 25% limit
—what are the
consequences?

1. Possibly detrimental to economy.

2. Need to factor in the impact of future
GDP shocks on the revenue to GDP ratio.

3. JSCoF needs to conduct research that
breaching this limit will not be
detrimental.




ESTIMATES OF REVENUE

e Extra funds allocated — welcomed!
e SARS using staff vacancy budget for increases
e |s the additional funding enough?

FUNDING FOR SARS s
’ J

GRAP

e 15 years and counting to implement accounting change — why?
e How far in the process is SARS?

Governance

e MITBPS states Nugent Commission recommendations largely implemented
e Zondo Commission findings under consideration
e When will the public consultation document be issued by NT?
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ESTIMATES OF EXPENDITURE

Expenditure ceilings

Contingency & unallocated reserves
Public sector wages
SoEs & municipalities

Infrastructure spend
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ESTIMATES OF EXPENDITURE

Expenditure ceilings

Table C.3 Main budget expenditure ceiling1

R million 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26
2020 MTBPS 1418 408 1502 867 1479709 1516 052 1529 585
2021 Budget Review 1418 399 1504 656 1514934 1521721 1530 664 R51 7 bn (2023/24
2021 MTBPS 1418456 1487 388 1570890 1552268 1558 725 1627 154
2022 Budget Review 1487 399 1575002 4_1630905-1 1613671 1686 932 R57 8 bn (2024/25)
2022 MTBPS 1487 385 1566490 1667118 1 665 349 1744762 1832678

1. The expenditure ceiling differs from main budget non-interest expenditure
Source: National Treasury

: " Debt to be taken over (+/- R200bn) - NOT INCLUDED!
Effectiveness of ceilings and

credibility of budget process?

l Wage increase 2023/24 (min. R31 bn) - NOT INCLUDED!
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Consistent breaches of
expenditure ceilings - why?

1. NT must provide regular feedback
on its research on the most
appropriate model/policy to
protect budget credibility & fiscal
stability.

2. Should government have ceilings
that just create broken promise

expectations?
@ SAICA s
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ESTIMATES OF EXPENDITURE

The spending increases are funded by the improved revenue estimates and
an expected drawdown of the 2022 Budget unallocated reserve in

3 2023/24. The unallocated and contingency reserves cushion the Are these amounts rea” to
Contl ngency & una I Iocated reserves framework from fiscal risks that may materialise over the medium term. y
The Unallocated reserve is increased by R11.3 billion to R41.3 billion in “cushion” for unrealized
2024/25. The contingency reserve has also been increased by R2 billion
. _ over the next two years. _anticipated fiscal risks?
Table 1.3 Consolidated government expenditure ‘
2022/23 2023/24 2024/25 2025/26 A H
/ e - A5 f verage 1. Seems more like amounts
Revised Medium-term estimates annual
em/wth earmarked for known
2022/23 -

R billion 2025/26 losses?

Learning and culture 447.4 455.6 473.4 496.5 3.5% Ang

Health 258.4 256.1 267.5 279.4 2.6% 2 . R80bn _ Cond |t|0na| rather
Social deyelopment 365.6 3709 350.2 340.3 -2.4% tha n o ut rlght a I Iocatlo ns to
Community development 236.7 258.7 274.9 291.7 7.2% )

Economic development 229 2376 2%24 w08 | 8o enable proper planning &
Peace and security 227.6 226.4 235.4 246.5 2.7% d .

General public services 71.4 73.1 74.8 78.0 3.0% Spen Ing'

Payments for financial assets 62.6 25.2 25.4 26.5 -

Total expenditure by function 1892.6 1903.5 1963.9 2039.7 2.5%

Debt-servi t . . . . 7.3%

vice costs 307.7 3322 3528 380.7 _\‘__'__a
Unallocated reserve ———
TR B S o

Total expenditure
Source: National Treasury
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ESTIMATES OF EXPENDITURE

Public sector wages Table B.5 Public-service wage bill projections1 over the 2023 MTEF period by sector
; - ) . . 2022/23 202324 2024/25 2025/26 |  Average annual growth
Figure B.2 Public-sector wage bill as a percentage  Figure B.3 Public-sector employment as a
of GDP, 2021 percentage of total employment, 2021 . _ _
o - Revised 02/3- 20223
, Dot - Sueden R million baseline Medium-term estimates 2023/24 2025/26
Nonwy Find Education a8047 | 24888 12110 33 3% ) 3%
selgam South Al e Health 149566 | 148421 154990 162085 |  -0.8% 27%
bk Knglom o oo Police 79137 78431 8435 89158 | -0.9% 41%
Italy QECD average 17.9
Om;eﬁ: = e e Defence 30984 29839 30918 32303 -3.7% 14%
nited States ted oo Correctional services 17855 16929 17689 18481 -5.2% 1.2%
g roren Other 110121 | 109608 114065 119123 | -05% 2.7%
Chir{a Italy (
ke it Total 605711 | 608116 634132 664525 |  04% 31%)
Japan Japan 1. Excludes provisional wage negotiation adjustment allocations -
0 2 4 6 8 10 12 14 16 0 4 8 12 16 20 24 28 32 SOUrce: NGHO”G! Treasury
Per cent of GDP Per cent

No provisions have been made for wage
increases in 2023/24. Budget should include
| ] provision for anticipated amount of liability
which is not 3.1%.
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MTBPS

ESTIMATES OF EXPENDITURE - OCT2 22

Is the budget being used as a
negotiation tool? S

1. Move to single remuneration
framework & approval of Framework
for professionalizing public sector is
welcomed BUT:

2. Structural mix needs to be addressed

3. Need to link remuneration to
individual performance!!

@ SAICA -




ESTIMATES OF EXPENDITURE MTBPS

wg@zz

J 1,
Welcome funding framework -~ A“‘\r\‘
Stated-owned enterprises (SoEs) %

& enforcement of minimum criteria
TRANSNEI

for state guarantees
SANRAL BUT
DENEL m‘ R30 bn L old guarantees becoming state debt

NI

|

i

(= » What is the actual exposure?
! cciaen
LAND BANK fond  SOUTH ARRICAN ATRWA 1. SCoF should request NT o prepare a

risk-based schedule of all guarantees

A (| 2024/25 R | | with a reasonable estimate of risk
South African \' SABC ? [Comin — ] - realization in medium term.
. \ gent liabilities
Post Office o el 2. PPP’s should be escalated!
riion
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ESTIMATES OF EXPENDITURE

1.

No further allocations to

Status of financial health — overall National Treasury is N municipalities with

consistent budget

Overadll

16%

36

# Number of audiless

R81 by R281 bn R133 bn

system to improve oversight
,248 ) Ra94 b and timely assistance

700 éﬂ\s

# Expendilure buagef

Fal
# Lood

strengthening its early warning
breaches.

2. Disciplinary action starting
at the top with Accounting
Officers that don’t comply
with their duties (s60-79 of
MFMA,; s38-42 of PFMA)

|"-'h-'L\"| TRl
- . . vigvemant over
8 Of concern # Inlervenlion requined e
administealion

@) SAICA | s




MTBPS

ESTIMATES OF EXPENDITURE 260cT ()2 D

Infrastructure Historical Is this real infrastructure expansion?
numbers

included
repairs and

120 - H

% 1. Reallocate
rehabilitation costs to
R&M

2. Tosee true
investment into
infrastructure, NT to
split CAPEX costs into

following categories:
a) R&M
b) Rehabilitation &

100

finance cost

80

60

R billion

40

Rehabilitation vs infrastructure
expansion

?

Public entities plan to invest R145.3 billion i infrastructure over the MTEF penod, including R85.3 billion inthe transport

20

0

o o o~ o A wn =1
= = = = S < =
=) o - ~ m = wn
- 5 o~ o~ o o~ o
o o o o o o o
~N ~ ~N ~ ~ ~ ~

sactor and R33.3 billion in the water sactor. The South African National Roads Agency Limited will spend R61.2 billion to replacement
build new roads infrastructure anf gy transport routes sening the economy, mainly on the non-tol ¢} NEWinfia=BReig
netwark, Mmewerss JBLL 3 a2 oeyand their design [ife. The Passenger Rail Azency of South Africa plans

Mvandalised and stolen rail infrastructure and to continue the modernisation

pragramme, which ndudes reremugﬁmt of roling sock. @ SAICA | e



ESTIMATES OF DEBT

Do we have sufficient access to cash?

Debt levels

Look again: Debt increasing — not stabilizing! 1. Urgent access to cash will be

= difficult.
Table 3.8 Total nati | t debt .
Eand if periodo = governn;lz:llzze 2022/23 2023/24 2024/25 2025/26 2. NT to exp I aln cas h fl ow
R billion Outcome Revised Medium-term estimates
Domestic loans 3865.4 4192.8 44747 4763.0 5043.1 manageme nt p lans.
Short-term 448.1 444.9 477.9 513.9 548.9
=i 2508 | 2k | somb  smiR Sse Estimates of debt service
Inflation-linked 853.5 982.5 988.8 987.7 1112.3
Foreign loans’ 412.1 559.1 5274 5331 @ CaSh on ha nd . costs
Gross loan debt 42775 4752.0 5002.2 5296.1 5607.8
Less: National Revenue Fund -266.4 -243.7 -152.7 -105.2 94.5 1. Co nt| nues to rise
bank balances
oan debt’ 4011.1 4508.3 (a849.4 > G908 O (55134 H in-
Netloandebt! o 2. Risks not factored in:

Gross loan deb 5 .42 . .4% .0%

T e s pnpiy G iy i Eskom debt take over
1. Estimates inclt{de revaluations bas'ed on National Treasury's projectl:ons of inflation and exchange rates m g
é)grectel:olsgtclf:;/;—rgel:ssjrlyoan debt minus the bank balances of the National Revenue Fund G reyl |St| n g

3. Government needs to reduce
Gross loan debt 42715 47520 5002.2 5296.1 expenditure to realise budget surpluses
Less: National Revenue Fund 2664 2437 1527 -105.2 Decreasing in order to reduce debt.

bank balances rapidy

2
Net loan debt 20111 | 45083 | 48494 51908 @ ‘ S Al ': A oserenc




UNBUDGETED EXPENDITURE MTBPS

26 OCT %022

. Need National W&S Master Plan
Unbudgeted expenditure

Public Sector SOFE’s Municipalities Fiscal sustainability :
Wage Bill contingent financial without compiSiSEy
increases liabilities health \ 1. Have we done enough

|\ in last 6 months?

Water &
sanitatiog

Legal liability
provisions

Police funding

Eg. Medico-legal
Eskom etc. claims = R109 bn
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IMPLEMENTATION ACCOUNTABILITY (Still lacking) MTBPS

26 OCT %022

Who is responsible for implementation of fiscal sustainability?

FATF Grey listing: Who should have

known?
- * SA joined FATF in 2003, Parliament knew.

= [

* SAreceived 1 negative review in 2009,
o~
Withhold

only fixed in 2017, Parliament knew.
financial san onJ * FATF started current evaluation in
e e v October 2019 and reported in October
\L 2021, Parliament should have known?
| it sros]
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IMPLEMENTATION ACCOUNTABILITY MTBPS

26 OCT %022

What do we need?

1. Annual reporting on Minister’s performance
contracts + accountability if not met.

2. Rapid implementation of “Framework for
professionalizing the public sector”.

3. Productivity pact. NB!! NBI!!

4. Need collective 360 oversight — SCoF, SoCA, SCoPA

Is Parliamentary institutional knowledge and oversight
sufficient for international obligations?

@ SAICA -




HEGA i
26 OCT 2/@22 IMPLEMENTATION

THANK YOU
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