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1. PART A:

GENERAL INFORMATION
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1.1. PUBLIC ENTITY’S GENERAL INFORMATION
Registered Name and Address:
Free State Development Corporation
		
33 Kellner Street
		
Corner Markgraaff Street
		Westdene
		Bloemfontein
		9301
Postal Address:
PO Box 989
		Bloemfontein
		9300
External Auditors:
Bankers Information:
Company Secretary:

Auditor-General of South Africa
ABSA Bank
Adv. KLK Moahloli (Acting)

1.2. LIST OF ABBREVIATIONS
AGSA
BDS
CAE
CEO
CFO
CRO
COO
DETEA
DFI
EMC
FDC
MEC
PFMA
SMME
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Auditor-General of South Africa
Business Development Support
Chief Audit Executive
Chief Executive Officer
Chief Financial Officer
Chief Risk Officer
Chief Operations Officer
Department of Economic Development, Tourism and Environmental Affairs
Developmental Financial Institution
Executive Management Committee
Free State Development Corporation
Member of Executive Council
Public Finance Management Act
Small, Medium and Micro Enterprise

1.3. STRATEGIC OVERVIEW
Vision
• To be the development and investment agency of choice in contributing to the
economic growth of the Free State Province.
Mission
• To provide financial and business support services to SMME’s and Cooperatives;
• To undertake the development and management of properties; and
• To facilitate and promote investments and exports in the Free State Province.
Goals
• To contribute to the economic growth of the Free State Province through property
development and management, SMME’s and Cooperatives development,
investment promotion and export promotion; and
• To build a sustainable organisation that strives for business and service delivery
excellence.

1.4 LEGISLATIVE MANDATE
The Free State Development Corporation (FDC) was established by the Free State
Development Corporation Act No.6 of 1995 as amended for purposes of promoting
urban and rural development in the Province, with special emphasis on small business
development.
The main objects of the FDC are:
• “the promotion and development of small, medium and micro enterprises;
• to assist Free State based small, medium and micro enterprises with funding by
advancing loans;
• to assist Free State based small, medium and micro enterprises in financial distress;
• to initiate economic empowerment projects that would benefit the Free State;
• to promote investment in and trade with the Province and to identify, analyse,
publicise and market investment and trade opportunities in the provincial economy,
in such manner and by such means as the Board may from time to time deem
appropriate; and
• to undertake, at the request of the Responsible Member or other stakeholders or
agencies, activities for which necessary resources can be raised and which, in the
opinion of the Board will contribute to the strengthening of the provincial economy”
The FDC is a Schedule 3, Part D, public entity governed by a duly appointed Board of Directors,
acting as the Accounting Authority in terms of the FDC Act, and as contemplated in the PFMA.
In addition to its founding Act, the FDC’s functions and operations are also governed by
a range of legislative instruments and policy frameworks and guidelines such as:
• The Constitution of the Republic of South Africa Act 108 of 1996
• Public Finance Management Act 1 of 1999
• Treasury Regulations for departments, trading entities, constitutional institutions
and public entities (March 2005)
5
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•
•
•
•
•
•
•
•
•
•
•

Companies Act 71 of 2008 (Replaces Act 61 of 1973)
National Credit Act 34 of 2005
National Small Enterprise Act 102 of 1996
Protocol on Corporate Governance in State Owned Entities
Framework for Managing Performance Information
Framework for Strategic Plans and Annual Performance Plans
Public Sector Risk Management Framework
Internal Audit Framework
Policy Framework for Government-wide Monitoring and Evaluation
King Report on Governance for South Africa 2009 (King III)
Guide on Preparation of Annual Report for Public Entities

The FDC is also subject to a wide array of legislation in the areas of labour,
environmental protection, corporate law, procurement, consumer protection, informa
tion and communication technology, etc.

1.5. ORGANISATIONAL STRUCTURE
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1.6. FOREWORD BY THE CHAIRPERSON
The Board of Directors of the Free State Development Corporation have the pleasure of
submitting the Annual Report for the financial year 2012/2013 to the Member of the
Executive Council for Economic Development, Tourism and Environmental Affairs, Mr
MJ Zwane, the Free State Legislature and the Auditor-General of South Africa.
The FDC is a Schedule 3 Part D public entity established in terms of the Free State
Development Corporation Act 6 of 1995. The purpose of the entity is to be the
developmental and investment agency of choice responsible for contributing to the
economic growth of the Free State Province through financial and business support
services, development and management of properties and investment and export
promotion activities.
This annual report seeks to provide perspective on the achievements and challenges
experienced by the Corporation during the year under review. The Corporation has
enormous potential to make a difference to the Free State economy. The FDC has in
partnership with the provincial government put in place economic development
programmes designed to grow the Free State economy in a sustainable manner so that
this province increases its contribution to the national GDP.
The Corporation’s sole shareholder, the Free State Provincial Government, has
recognised the efforts of the FDC towards the attainment of good corporate
governance through Treasury’s latest assessment of this Corporation. The assessment
confirmed that the Corporation was well on track to tighten the compliance and
corporate governance environment.
The Board would like to extend its gratitude to the Free State government, the
Department of Economic Development, Tourism and Environmental Affairs, our sister
agencies, as well as the management and staff of the FDC for their contribution during
this financial year.

Ms HB MAYEZA
CHAIRPERSON
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1.7. CHIEF EXECUTIVE OFFICER’S OVERVIEW
In the financial year under review the FDC focused its efforts on its structural,
governance and internal processes environment.
In line with the FDC’s mandate, the development of SMME’s, particularly with regard
to funding and support, was undertaken through a different strategic thrust. The
Corporation assisted SMME’s through direct funding during the financial year under
review. Loans granted to designated groups exceeded targets.
The FDC hosted and participated in numerous SMME funding and development
seminars around the province to raise awareness about the services of the FDC. The
Corporation shared these platforms with other development and funding institutions in
the province. This outreach has had a positive outcome in respect of awareness of the
FDC brand in the Free State.
A survey commissioned at the end of this financial year revealed an improved
awareness of the FDC brand and the Corporation’s service offerings. Awareness of the
FDC brand was measured at 61% compared to the 58% in 2011. While a lot of work
still has to go into growing the FDC brand locally and internationally, the results of
the survey indicates that the Corporation is on the right track and, in partnership with
our principals and the business community, the Corporation will be able to achieve its
strategic goals.
The industrial properties of the FDC contributed 65% towards the total rental income of
the Corporation and remain the most important income generator for the Corporation.
During the period under review the annual rental income increased from R61 million to
R70 million.
The FDC has conceptualised a number of projects to contribute to job-creation
initiatives in strategic locations. The planned Food Processing Park and a Vehicle
Distribution Centre in Tshiame, make up part of the anchor projects for the Maluti-APhofung Special Economic Zone (SEZ). These projects constitute the Free State phase
of the Strategic Infrastructure Project II (SIP II) which is the KwaZulu-Natal - Free State Gauteng Logistics Corridor.
I wish to express my sincere appreciation to the Board of Directors, Management and
Staff of Corporation, as well as the Department of Economic Development, Tourism
and Environmental Affairs for their support to the Corporation in the execution of its
mandate.
TL RAMAEMA
CHIEF EXECUTIVE OFFICER

8
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PERFORMANCE INFORMATION
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2.1. STATEMENT OF RESPONSIBILITY FOR PERFORMANCE
INFORMATION FOR THE YEAR ENDED 31 MARCH 2013
I, TL Ramaema, Chief Executive Officer of the FDC, am responsible for the preparation of
the FDC’s performance information and for the judgements made in this information.
As the Chief Executive Officer, I am responsible for establishing and implementing a
system of internal control designed to provide reasonable assurance as to the integrity
and reliability of performance information.
In my opinion, the performance information fairly reflects the actual achievements
against planned objectives, indicators and targets as per the strategic and annual
performance plan of the FDC for the financial year ended 31 March 2013.
The FDC performance information for the year ended 31 March 2013 has been
examined by the external auditors and their report is presented on page XX.
The performance information of the FDC set out on page xx to page xx of the Annual
Report were approved by the Board on xx.

TL Ramaema					Ms HB Mayeza
CHIEF EXECUTIVE OFFICER			
CHAIRPERSON OF THE BOARD OF DIRECTORS
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2.2 AUDITOR-GENERAL’S REPORT: PREDETERMINED OBJECTIVES

?
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2.3. OVERVIEW OF FDC’S PERFORMANCE
•

Service Delivery Environment

The FDC’s mandate covers diverse functions such as property development, enterprise
development, investment promotion and facilitation and export promotion.
Attracting potential SMME applications for funding, especially from youth and people
with disabilities, still remains a challenge for the Corporation. In order to rectify this,
the Corporation will partner with other Developmental Financial Institutions (DFI’s)
and intensify their drive to educate SMMEs on the FDC services offerings. As part of
its mandate the Corporation is also expected to assist Co-operatives with both financial
and non-financial support. Although a number of co-operative workshops have been
held there is still a great deal of work to be undertaken before any meaningful results
can be achieved.
The Corporation is losing income due to illegal occupancy. As a result, the manage
ment of the property portfolio has been decentralised, giving full responsibility to the
District Managers. The major concern remains the dilapidated state of the Corporation’
property portfolio that makes it difficult to attract and keep key tenants.
Due to the high risk of handling cash at the district offices, payment procedures for
both rentals and loans were changed during the year under review. All payments are
now made directly into the FDC bank account.
• Organisational Environment
FDC has undergone a number of changes over the past two financials years including
the appointment of the new Board of Directors and a new Chief Executive Officer. The
FDC organisational re-engineering process created instability within the organisation.
The Corporation in addition experienced large scale industrial action during the months
of June and July 2012 which had a detrimental impact on the corporation’s service
delivery.
• Key Policy Developments and Legislative Changes
There were no policy developments or legislative changes during the period under
review.

2.4. STRATEGIC OUTCOMES ORIENTATED GOALS
FDC is further mandated to implement the following strategic outcome:
Outcome
Outcome 4
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Outcome statement
Decent employment through inclusive
economic growth

2.5. PERFORMANCE INFORMATION
2.5.1 Programme 1: Administration
Purpose
To provide leadership and strategic management in accordance with the legislation,
regulations and policies and ensure appropriate support to all other programmes.
Programme 1 comprises of the following sub-programmes:
•
•
•
•
•

Office of the CEO
Internal Audit
Corporate Secretariat
Finance
Human Resources Management

Strategic Objectives:
•
•
•
•
•
•
•
•
•

To ensure an effective, efficient and transparent system of financial and risk
management and internal control;
To ensure effective and appropriate disciplinary codes and procedures;
To ensure a system for the proper evaluation of all major capital proposals and
investments;
To develop and review policies and procedures to ensure compliance to all
legislation in order to achieve operational efficiency;
To provide interface between the board and executives to ensure effective and
efficient functioning of the board;
To ensure a system of internal audit, controlled and directed by an audit committee;
To achieve business sustainability;
To comply with PPPFA and supply chain regulations, practice notes and effective
and efficient management of assets; and
To develop an organization that promotes high performance capacitated staff,
harmonious employee relations, healthy and safe working environment.

13

14

Not targeted
To ensure a system for
the proper evaluation of
all major capital proposals
and investments

HRM policies and procedures
were reviewed

Review HRM
policies and
procedures by 31
March 2013

Target not achieved

HRM policies and
procedures were
reviewed and approved

Out of the target
of 90% only 50% of
qualification matters
were successfully
resolved

Target not achieved

Submission of
consolidated
financial
statements by
31 May 2012

90% of
qualification
matters
successfully
resolved by 31
March 2013

Actual Achievement
2012/2013

Planned Target
2012/2013

Number of investments 2 Investments
above R50m concluded concluded by 31
March 2013

HRM policies and
procedures reviewed

Percentage of
qualification matters
addressed

Not targeted

To ensure effective and
appropriate disciplinary
code and procedures

Timely submission
of consolidated
financial statements

The financial statement
were submitted on time

To ensure an
effective, efficient and
transparent system
of financial and risk
management and
internal control

Performance
Indicator

Actual Achievement
2011/2012

Strategic Objective

100%

40 percentage points

Deviation from
planned target to
Actual Achievement
for 2012/2013

Performance against the Annual Performance plan is indicated below:
Programme 1: Administration
Sub-Programme: Office of the CEO

REPORT OF PREDETERMINED OBJECTIVES 2012-2013

Performance Information by Sub-Programme

PROGRAMME 1: ADMINISTRATION

Ongoing discussions with
potential investors and
currently at MOU stage.

Out of the target of 90%
only 50% of qualification
matters were successfully
resolved because the
audit ended in October
2012 thus leaving less
time (4months) to attend
to the issues.

Due to non-timeous
submission of audited
financial statements
by Joint Ventures.
The financials were
submitted on 23 July
2012.

Comments on
deviation
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The board complies to
the King III Corporate
Governance Principles

47% of the resolutions 53%
were fully implemented

Although 4 monitoring
reports on compliance
with legislation, FDC
policies and procedures
were produced, FDC
has experienced noncompliance

100% of the principles
achieved by 31 March
2013

All resolutions
implemented by 31
March 2013

4 monitoring reports
by 31 March 2013*

Percentage of the
King lll Corporate
Governance principles
achieved

Number of
board and board
committees’
resolutions
implemented

Number of monitoring
reports on compliance
with legislation,
FDC policies and
procedures

95% of the Corporate
Governance tool and manual
implemented (performance
indicator phrased differently in
the 2011/12)

Not targeted

Compliance manual and
monitoring tool developed
and 97.8% compliance with
legislation, policies and
procedures (performance
indicator phrased differently in
the 2011/12)

Develop and
review policies and
procedures to ensure
compliance to all
legislation in order to
achieve operational
efficiency

Deviation from
planned target to
Actual Achievement for
2012/2013

Actual Achievement
2012/2013

Planned Target
2012/2013

Performance
Indicator

Actual Achievement
2011/2012

Strategic Objective

Programme 1: Administration
Sub-Programme: Office of the CEO

Performance against the Annual Performance plan is indicated below:

Most resolutions of the
Board and its Committees
were not communicated to
management timeously.

Comments on deviation
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Board and Board
committees
declaration of interest
register updated by 30
November 2013
Performance of Board
and Board committee
members evaluated by
31 March 2013

Register of
Board and Board
Committees
resolutions
maintained and
updated quarterly

Board and Board committees
declaration of interest register
updated

Board and Board committees ‘
members evaluated

Register of Board
Committees resolutions
maintained and updated

Board and Committees Target not achieved
charters developed
and approved by 31
December 2012

Board and Committees charters
developed and approved

Register of Board and
Board Committees
resolutions were
maintained and
updated

Target not achieved

Board and Board
committees
declaration of interest
register was updated

Annual calendar
developed and
approved by 30
November 2012

Annual Board calendar
developed and
approved

Not targeted

To provide interface
between board and
executive to ensure
effective and efficient
function of the board
Not targeted
Not targeted
Not targeted
Not targeted

Planned Target
2012/2013

Performance
Indicator

Actual Achievement
2011/2012

Strategic Objective

Target not achieved

Actual Achievement
2012/2013

The board evaluations
are conducted once
in every 12 months.
The current board was
appointed in July 2012
and they are only due
for evaluation in July
2013.

Only the Board
Audit and Risk
Committee Charter
were approved. The
other charters will be
approved during the
2014FY.

Deviation from
planned target to
Actual Achievement for
2012/2013

Performance against the Annual Performance plan is indicated below:
Programme 1: Administration
Sub-Programme: Corporate Secretariat

The board had to focus
on critical burning
issues and as a result the
Annual Calendar was only
approved after the target
date.

Comments on deviation
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Internal audit manual Internal
reviewed and
Audit manual
approved
reviewed and
approved by 30
November 2012
Operational plan and
a three rolling plan
approved

% of internal audit
operational plan
implemented

Not targeted

Not targeted

Not targeted

Actual Achievement
2012/2013

100%
internal audit
operational plan
implemented,
monitored and
evaluated by 31
March 2013

The plan was
monitored and
evaluated.

100% of internal audit
operational plan was
implemented.

Operational plan Target not achieved
and a three year
rolling plan and
approved by 30
November 2012

Target not achieved

Revised charters Target not achieved
approved by 30
November 2012

Approved revised
charter

Not targeted

Planned Target
2012/2013

To ensure a system of
internal , controlled and
directed by an audit
committee

Performance
Indicator

Actual Achievement
2011/2012

Strategic Objective

Deviation from
planned target to
Actual Achievement for
2012/2013

Performance against the Annual Performance plan is indicated below:
Programme 1: Administration
Sub-Programme: Internal Audit

The scheduled meeting
for the BARC took place
on the 06 December 2012
and the operational plan
was approved. The three
year rolling plan will be
concluded once the Chief
Risk Officer has been
appointed in the 2014FY.

The audit manual was not
reviewed due to capacity
challenges.

The scheduled meeting
for the BARC took place
on the 06 December 2012
and the internal audit
charter was approved.

Comments on deviation
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Developed and
implemented
sustainability
strategy and
plan

Improved cash
flow

Not targeted

Not targeted

Achieve business
sustainability

Performance
Indicator

Actual Achievement
2011/2012

Strategic Objective

All the activities
aimed at addressing
the going concern
problems were
implemented as per
the plan

69%

R150m

Enhance revenue collection
by ensuring that debt
collectors work on risk/
contingency and improve
the legal collection by at
least 25% above the same
period year on year
Increase own revenue to
R180m by 31 March 2013

R14.4m
Enhance cash flow and
ensure a net inflow of at
least R100m (cumulative) by
31 March 2013

Monitor and evaluate the
impact of the plan

Develop sustainability
strategy, plan and
implement the plan

Planned Target 2012/2013 Actual Achievement
2012/2013

Programme 1: Administration
Sub-Programme: Finance

R30

R85.6m

Deviation
from planned
target to Actual
Achievement for
2012/2013

Performance against the Annual Performance plan is indicated below:

•

•

•

•

•

•

High vacancy rate in our
property portfolio
Challenges in debt
collections
Poor facilities management

High vacancy rate in our
property portfolio
Challenges in debt
collections
Poor facilities management

Comments on deviation
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Not targeted

Not targeted

Effective and efficient
management of assets

54.16%

Actual
Achievement
2011/2012

To comply with PPPFA
and supply chain
regulations, practice
notes

Achieve business
sustainability

Strategic Objective

Increase collection rate from
50% to 60% of amount billed
by 31 March 2013

Percentage increase
of monthly billing v/s
monthly collection or
repayments-to billing

% of asset value
budgeted / allocated to
asset maintenance

5% of asset value budgeted
/ allocated to asset
maintenance

100% achievement of
procurement targets

Target not
achieved

Achieved 84% PDI’,
14% to women,
0.01% to youth
and 0% to people
(80% to PDI’, 10% to women,
2% to youth and 2% to people with disabilities
with disabilities)

Achieved 60%

Procure, test and implement
the electronic credit
management system
Monitor and evaluate the
impact

Migration to electronic
credit management
system

Percentage of the PDI’
women , youth and
person with disabilities
used for procurement of
goods and services

SMME Funding
Policy was
reviewed and
approved by the
Board
Target not
achieved

Review SMME funding policy
and procedures

Reviewed SMME
funding policy and
procedures

Achieved 71%

Actual
Achievement
2012/2013

Develop cost cutting
measures with clear%
reduction and implement
them

Planned Target 2012/2013

Improved cash flow

Performance
Indicator

Deviation from
planned target to
Actual Achievement for
2012/2013
29 percentage point

Performance against the Annual Performance plan is indicated below:
Programme 1: Administration
Sub-Programme: Finance

5% of the asset value was
allocated to the asset
maintenance but not utilized as
the budget allocation was not
timeously communicated to the
Property Unit.

Difficulties in recruiting persons/
companies in the designated
groups

Ongoing consultation with the
service providers on the credit
management system.

71% reduction in costs was
achieved and that exceeded
spending cut expectations.

Comments on deviation
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% of the employment
25% of the employment
25% of the
equity plan implemented equity plan implemented by employment equity
31 Mach 2013
plan has been
implemented

Occupational health and
safety plan developed

Not targeted

Not targeted

Occupational health and
Target has been
safety plan developed by 31 achieved
March 2013

The workplace skills
plan was not developed
pending finalization of the
organizational re-engineering
process.

Target not achieved

Workplace skills plan
based on SMS competency
assessment and FDC skills
needs developed by 31
March 2013

Workplace skills plan
based on outcome of SMS
competency assessment
and FDC skills needs
developed

Not targeted

50% as the
management
competency
assessments were
completed.

Performance Management
and Development System
Rollout still outstanding due
to delay in placement of
employees.

Target not achieved

Comments on deviation

All employees who have
signed performance
contracts by 31 March 2013

Deviation
from planned
target to Actual
Achievement for
2012/2013

No employee
Number of employees
signed performance who have signed
contracts
performance contracts

Planned Target 2012/2013 Actual Achievement
2012/2013

To develop an
organisation that
promotes high
performance, capacitated
staff, and harmonious
employee relations,
healthy and safe working
environment

Performance
Indicator

Actual
Achievement
2011/2012

Strategic Objective

Programme 1: Administration
Sub-Programme: Human Resources Management

Performance against the Annual Performance plan is indicated below:
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Performance
Indicator

% of the occupational
health and safety plan
implemented

Employee wellness policy
developed and approved

Number of Employees
wellness activities
implemented

Actual Achievement
2011/2012

Not targeted

Not targeted

68,5% of employees
participated in
the employee
wellness programme
(performance indicator
phrased differently in
the 2011/12)

Strategic Objective

To develop an organisation
that promotes high
performance, capacitated
staff, and harmonious
employee relations,
healthy and safe working
environment.
Employee wellness
policy developed
and approved by 30
March 2013
Four (04) Employee
wellness activities
implemented by 31
March 2013

25% of the
occupational health
and safety plan
implemented by 31
March 2013

Planned Target
2012/2013

Five (05) Employee
wellness activities
were implemented

Employee wellness
policy was developed
and approved

Target has been
achieved

Actual Achievement
2012/2013

25 percentage point

Deviation
from planned
target to Actual
Achievement for
2012/2013

Performance against the Annual Performance plan is indicated below:
Programme 1: Administration
Sub-Programme: Human Resources Management

The partnership with the main
Medical Aid Scheme and the
Health Care administrators
made this possible.

Comments on deviation
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2.5.2. Programme 2: Business Support
Purpose:
To provide Information Technology and marketing and communications by ensuring
appropriate support services to all other programmes.
Programme 2 comprises of the following Sub-programmes:
•
•

Information Technology
Marketing and Corporate Communications

Strategic Objective:
•
•

To build and maintain FDC’s information management systems in order to enhance
organizational efficiency and capability.
To increase and manage market awareness of the FDC brand, FDC service offerings,
the Free State as a preferred business destination and its investment and trade
opportunities.

Achievements per sub-programme:
Information Technology
• A Detailed IT disaster recovery plan was developed and implemented in 2012
to enhance the IT governance framework of FDC.
• High endpoint security for users was maintained during the year. This
resulted in no breaches of security or loss of data due to virus outbreaks or
malware.
• Achieved an 89% Risk Compliance Rating by Treasury.
Marketing and Corporate Communications

The unit developed a corporate Marketing and Communications Strategy and a
Communications and Stakeholder Plan in order to guide and provide focus to the
marketing, communications and stakeholder activities of the Corporation. A draft
Communications Policy was also developed in order to ensure compliance in external
communication activities.
A survey commissioned by the FDC at the end of the financial year has measured
awareness of the FDC brand at 61.2% compared to 57.9% in 2011; and awareness of the
FDC’s services was measured at 18.21% compared to 15%.
The Marketing and Communications unit undertook the branding of the new FDC Head
Office and also erected new or additional signage at all the district offices. In addition
to banners and folders being developed, a brochure outlining FDC services and funding
requirements was published.
Paid advertorial was placed in the New European Economy and the SANEC Directory
(South African Netherlands Chamber of Commerce). Unpaid advertorial was featured in
22

the Wits Business Journal, the Export and Import South Africa Suppliers Directory and 10
pages in the Global Africa Network Free State Business publication.
The FDC contributed articles to an electronic newsletter for a three-month period to
promote investment opportunities in the Free State which resulted in the generation of a
large number of electronic and telephonic enquiries.
The Marketing and Communications Unit provided editorial content for all provincial and
departmental speeches, as well as for corporate publications.
Monthly bulletins and newsletters were published on the FDC Intranet for providing
information to internal stakeholders. The stakeholder unit also participated in local
stakeholder events.
The department was active in developing media statements and placing editorial in
newspapers and publications in order to raise awareness of FDC services, its activities and
the business opportunities available in the Free State province.
A total of 32 slots were broadcast on radio stations with local footprint specifically to raise
awareness on the location of the FDC Motheo district office in Thaba-Nchu.
Advertisements were placed in 6 local newspapers and on radio stations advising FDC
clients and tenants regarding changes in payment methods.
The FDC hosted and participated in a number of events in line with its annual calendar of
events, in order to promote the FDC and its services and opportunities in the Free State:
EVENT NAME
Africa Dialogue
Development Funding &
Support Seminar
Cooperatives workshop
Cooperatives Workshop
Development Funding &
Support Seminar
Development Funding &
Support Seminar
SAITEX/ Africa Big Seven
SME Development in
Action
4th Vaal SMME Workshop
DETEA Women’s Golf Day
Dept of Labour Business
Expo

EVENT TYPE
Investment
Conference
Seminar

PLACE
Sun City

DATE
10/12 April 2012

Phuthaditjhaba

17 Apr 2012

Workshop
Workshop
Seminar

Thibella
Welkom
Sasolburg

20/21 April 2012
25 May 2012
12 June 2012

Seminar

Welkom

14 June 2012

Exhibition
Conference/
Exhibition
Workshop
Stakeholder
Relations
Expo for
Cooperatives and
SMMEs

Midrand
Bloemfontein

15/17 July 2012
26/27 July 2012

Van der Bijl Park
Bloemfontein

15/16 August 2012
23 August 2012

Petrusburg

29 August 2013
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EVENT NAME
FDC Women’s Day
VDC Launch

EVENT TYPE
Seminar
Project Launch

PLACE
Bloemfontein
Tshiame/Harrismith

DATE
7 September 2012
14 November 2012

SANEC Inward Mission

Agro-processing
Promotion
Exhibition
Workshop

Johannesburg

15 Nov 2012

Ficksburg
Botshabelo

16 November 2012
7 December 2012

Workshop

Bloemfontein

1 March 2013

Exhibition
Workshop
Conference and Expo
Networking
Communications
Strategy and
Guidelines

Midrand
Welkom
Durban
Bloemfontein
Bloemfontein

8 March 2013
14 March 2013
26 March 2013
Monthly
Monthly

Cherry Festival
Botshabelo Youth
Cooperatives Workshop
DTI National Export
Strategy Workshop
SARCDA Trade Exhibition
Women in Arts and Crafts
BRICS Conference
MCCI Business Breakfasts
CCCU Meetings

The FDC obtained a top award in the annual Free State survey conducted by Professional Management Review, publishers of the PMR.africa magazine. The Corporation was awarded a Diamond Arrow, for obtaining a score of 4.3 out of a possible 5, in the survey conducted during the months of
May and June 2012.
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IT and management
information systems (MIS)
capacity plan reviewed and
updated

Implement all management Implement all management All management
approved Capacity Plan
approved Capacity Plan
approved Capacity
activities
activities by 31 March 2013 Plan activities were
implemented

Development
of capacity
plan was still in
progress

System
interfaces was
not completed.
System
upgrades was
not completed

IT and MIS capacity plan
reviewed and updated by
31 March 2013

IT Policies and procedures
reviewed by 31 March
2013

IT Policies and procedures
reviewed

IT Policies and
procedures
reviewed

To build and maintain
FDC’s Information
management systems
in order to enhance
organizational efficiency
and capability
Target not achieved

Target not achieved

Planned Target 2012/2013 Actual Achievement
2012/2013

Performance
Indicator

Actual
Achievement
2011/2012

Strategic Objective

Deviation from
planned target to
Actual Achievement for
2012/2013

Performance against the Annual Performance plan is indicated below:
Programme 2: Business Support
Sub-Programme: Information Technology

REPORT OF PREDETERMINED OBJECTIVES 2012-2013

Performance Information by Sub-Programme

PROGRAMME 2: BUSINESS SUPPORT

IT and management
information systems
(MIS) capacity plan
were reviewed/
updated and will
be presented to the
Board IT Infrastructure
Committee in the
2014FY.

IT Policies and procedures
were reviewed and will be
presented to the Board IT
Infrastructure Committee
in the 2014FY.

Comments on deviation
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FDC Communication Plan
reviewed by 31 March 2013

15% FDC service offerings
awareness achieved by 31
March 2013

% FDC service
offerings awareness
achieved

Could not be
determined as
the awareness
survey was not
conducted

FDC
FDC Communication
Communication
Plan Reviewed
Plan was reviewed

55% brand awareness
achieved by 31 March 2013

% of FDC brand
awareness achieved

Could not be
determined as
the awareness
survey was not
conducted

Increase and manage market
awareness of FDC brand, FDC
service offerings, the Free
State as a preferred business
destination and its investment
and trade opportunities

Target not achieved

Achieved 18.21%

Achieved 61.2%

Planned Target 2012/2013 Actual Achievement
2012/2013

Performance
Indicator

Actual
Achievement
2011/2012

Strategic Objective

3.2 percentage points

6.2 percentage points

Deviation from
planned target to
Actual Achievement for
2012/2013

Performance against the Annual Performance plan is indicated below:
Programme 2: Business Support
Sub-Programme: Marketing and Corporate Communication

FDC Communications
Plan was reviewed and
to be presented to the
Executive Management
Committee in the
2014FY.

Higher awareness
percentage could be
attributed to greater FDC
participation in local
SMME events.

Higher brand awareness
percentage could be
attributed to greater FDC
participation in local
SMME events.

Comments on deviation
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Marketing Plan for
all FDC activities was
developed and to
be presented to the
Executive Management
Committee in the 2014FY

Target not achieved

Marketing Plan
developed for all FDC
activities

Marketing Plan
developed for all
FDC activities
Marketing plan
developed for all FDC
activities by 30 June
2012

Marketing strategy
for all FDC activities
was reviewed and to
be presented to the
Executive Management
Committee in the 2014FY

Marketing strategy for all Target not achieved
FDC activities reviewed
by 31 March 2013

Marketing strategy
for all FDC activities
reviewed

Marketing
Strategy for all
FDC activities was
developed

The target was
overachieved because
there were more requests
for activities than
anticipated.

163%

39 activities in the
communication plan
were implemented.

24 activities in the FDC
communication plan
implemented by 31
Mach 2013

Number of
activities in the FDC
communication plan
implemented

100% of activities
in the FDC
communication
plan were
implemented
(performance
indicator phrased
differently in the
2011/12)

Increase and manage market
awareness of FDC brand,
FDC service offerings, the
Free State as a preferred
business destination and
its investment and trade
opportunities

Comments on deviation

Deviation from
planned target to
Actual Achievement
for 2012/2013

Actual Achievement
2012/2013

Planned Target
2012/2013

Performance
Indicator

Actual
Achievement
2011/2012

Strategic Objective

Performance against the Annual Performance plan is indicated below:
Programme 2: Business Support
Sub-Programme: Marketing and Corporate Communication
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16 Stakeholder relations
management activities
were implemented

Number of
stakeholders relations
management activities
implemented

Not targeted

16 Stakeholders relations
management activities
implemented by 31
March 2013

Stakeholder Relations
management plan
formulated

Not targeted

45 Marketing activities
were implemented

Target not achieved

24 Marketing activities
implemented by 31
March 2013

Number of marketing
activities implemented

100% of
marketing
strategy
implemented
(performance
indicator phrased
differently in the
2011/12)

Increase and manage market
awareness of FDC brand,
FDC service offerings, the
Free State as a preferred
business destination and
its investment and trade
opportunities

Actual Achievement
2012/2013

Stakeholder Relations
management plan
formulated by 31 March
2013

Planned Target
2012/2013

Performance
Indicator

Actual
Achievement
2011/2012

Strategic Objective

188%

Deviation
from planned
target to Actual
Achievement for
2012/2013

Performance against the Annual Performance plan is indicated below:
Programme 2: Business Support
Sub-Programme: Marketing and Corporate Communication

Stakeholder relations
management plan
was formulated and
to be presented to the
Executive Management
Committee in the 2014FY

The target was
overachieved because
there were more requests
for marketing activities
than anticipated

Comments on deviation
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2.5.3.
			
Purpose:

•
•

Programme 3: Investment Promotion and Property 		
Development

To promote and facilitate investment opportunities for the Free State Province
To develop and manage industrial parks and commercial properties

The programme comprises of the following sub-programmes:
• Investment Promotion
• Property Portfolio Management
Strategic objectives:
• To attract foreign and local direct investments into the Free State Province
• To create a conducive business development environment to attract investments
• Develop, manage and expand the property portfolio in order to achieve and maintain
sustainability thereof
Achievements per sub-programme:
Investment Promotion:
•

•

An investment commitment worth R 900m for the manufacturing smart cards and
electricity meters has been signed with partners. The Corporation is currently assisting
investors to operationalise this investment project at Tshiame Industrial Estate in
Thabo Mofutsanyana. The Vehicle Distribution Centre to be established in Tshiame was
launched on the 14 November 2012 and the Province signed an expression of interest
with interested parties.
FDC is continuing with efforts to secure a private investor to establish a solar generation
plant in the Xhariep District and 1200 hectares have been secured and ring-fenced for
the Xhariep Solar Hub Project.

Investment missions
During the 2012-2013, FDC hosted fact finding missions, business meetings and delegations
from different countries:
Date
05-09 April 2012

Country

Delegation Focus

China : Attended the Seeking understanding
16th annual West and
of Free State Trade and
East China trade and
Investment Offerings
investment conference

OUTCOME
•
•

Free State Trade & Investment Offerings
were presented
The investment lead generated a
prospective investor seeking to invest
in solar generation, electricity meters
and smart cards manufacturing.
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Date

Country

Delegation Focus

OUTCOME

9-10 April 2012

South Africa, Sun City

To promote Free State
trade and investment
opportunities at Africa
Dialogue

Enquiries received on the following
potential opportunities and are currently
been followed up.
•
N8 corridor developments,
•
Resuscitation of Bloemfontein Power
Station
•
Opportunities in Hotel, Conferencing,
•
Solar Energy

24 April 2012 to
22nd of April 2012

China: Hosted the
inbound mission from
Jiangsu province on
the 24th of April 2012
at Kopano Nokeng in
Bloemfontein.

To promote Free State
trade and investment
opportunities

Received leads on the following potential
opportunities :•
Solar technologies manufacturing,
•
Seeking mineral resources,
•
Collaboration on skill development

25-27/03/2013

BRICS Summit-Durban, To promote Free State
South Africa.
trade and investment
opportunities

Project

Description of Project

1.

Food Processing
Park ,
Industriqwa,
Harrismith, Thabo
Mofutsanyana

The building of a world class food processing
park intended to host a number of
companies in the food processing sector. This
park would be an integrated food processing
park providing for logistics service providers,
warehousing, cold storage and manufacturing
facilities to enhance production efficiencies.

2.

Vehicle
Distribution
Centre,
Industriqwa,
Harrismith, Thabo
Mofutsanyana

3.

4.
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•
•

Understanding BRICS,
Networking opportunity

Implementing
No. of
Agent /
Jobs
Facilitator
estimated
FDC and key
identified
partners

Project
Rand Value/
Estimate

626 Jobs

R 226m

This project is intended to position Harrismith FDC and key
as a Vehicle Distribution Centre (VDC). .Studies identified
by logistics integration service providers have partners
indicated that FS has the best potential to be
a warehousing and logistics centre due to its
proximity to the Gauteng market and links
through N3 to the Durban Port and Coega Port
through the N1 and N6.

80 Jobs

R 200m

Parts &
Accessories
Centre,
Industriqwa,
Harrismith, Thabo
Mofutsanyane

This project is intended to position Harrismith
as a Vehicle Parts & Accessories Distribution
Centre to supply the after sales market. To
attract automobile parts manufacturers and
importers to locate within the VDC area.

50 jobs

R 86 m

The proposed
Xhariep Solar
Hub, Xhariep
District

This project is intended to harness the
FDC and key
excellent solar radiation in Southern Free
identified
State that is suitable for the deployment
partners
of solar power generation technologies.
(Solar generation plants, the business park,
manufacturing park, Research & Development,
and Technology demonstration). The plan is to
establish 250MW Solar Hub with an option to
expand it to 1GW.

240 jobs

R 850m

FDC and key
identified
partners

Implementing
No. of
Agent /
Jobs
Facilitator
estimated

Project
Rand Value/
Estimate

Project

Description of Project

5.

Mangaung BioMedical Park
( N8 Corridor,
Bloemfontein)

The development of a world class- biomedical facility designed to host medical
biotechnology research companies,
pharmaceutical companies and the University
of Free State Bio-technology and medical
research team migrating research patents into
commercial medical solutions.

FDC and key
identified
partners

120 jobs

R 400m

6.

Mangaung
Industrial Park

This project is intended to position
Bloemfontein as a manufacturing hub by
establishing a purpose built industrial estate
with a controlled customs area. This project
is intended to take advantage of existing
industrial capacity, promote integration
with local industry and increase valueadded production.The proposed Mangaung
Industrial Park is intended to enhance
industrialisation, particularly manufacturing
and to serve as a catalyst to unlock economic
potential within the N8 Corridor. This
project has the potential to enhance the
attractiveness of the Mangaung Metro as a
foreign direct investment destination. This
proposed Industrial Park is intended to host
manufacturing clusters in pharmaceuticals,
metal fabrication, white goods sector and
agro-processing.

Free State
provincial
government,
Mangaung
Local
Municipality
the Dti

To be
estimated
at
feasibility

To be
estimated at
feasibility

7.

Maluti-A- Phofung   This project is intended to position Eastern
SEZ ( Special
FS as a manufacturing hub by establishing
Economic Zone)
a purpose built industrial estate with a
controlled customs area. This project is
intended to take advantage of existing
industrial capacity, promote integration with
local industry and increase value-added
production.The proposed Eastern FS SEZ is
intended to complement Harrismith Logistics
Hub that is been developed 8 kms away.
This project is been developed as part of
the Durban –Gauteng Corridor. Targeted
sectors include logistics integration hubs,
fertiliser manufacturing, automotive parts and
components manufacturing, food processing,
solar energy generation plants.

Free State
provincial
government,
Maluti-APhofung Local
Municipality
the Dti

To be
estimated
at
feasibility

R 4 Billion

Total

R 5.3 billion

FDC Investment Projects

The current investment projects that FDC is facilitating and promoting increased from R1,
3 billion in 2012 to R5.3 Billion in 2013. This increase arises from inclusion of the projected
investment value for the proposed Maluti-A-Phofung SEZ that is estimated at R 4 billion. The
number of projects being promoted has increased from 7 projects in 2011/2012 to 11 projects
in March 2013.
31
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In the 2012-2013 reporting period, expressions of interest were received for the Vehicle
Distribution Centre, the Xhariep Solar Hub and the Polyethylene foam manufacturing projects.
These projects were actively promoted at a number of targeted platforms during the course
of the year. The Corporation is committed to converting pipeline projects into committed
projects in the next financial year.
Property Portfolio Management
An 80% occupancy rate was attained on the residential portfolio against the target of which
of 98% set for the financial year. It is evident that there is a general decrease in occupancy
rates (the occupancy rate of the previous period stood at 88%) however even at this level the
residential portfolio still contributes positively to the income of the Corporation’s portfolio.
A 79% occupancy rate of the lettable commercial portfolio was attained against the target
of 98%. The bulk of the portfolio is located in the rural areas of the Eastern Free State which
contributes to economic opportunities for SMME’s in the area and this commercial portfolio is a
major contributor to job sustainability in the retail and office sector. The portfolio contributed
29% towards the total rental income of the Corporation.
The industrial portfolio achieved an occupancy rate of 74% against a target of 60%. The
industrial portfolio contributed 65% towards the total rental income of the Corporation
and remains its most important income generator. The industrial sector contributes to job
opportunities in the manufacturing and warehousing sectors and the textile industry remains
the largest employer. During the period under review the annual rental income increased from
R61 million to R70 million.
Proportionate contribution of the different portfolio’s:
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Movement in occupancy rates:
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To attract foreign
and local direct
investment into Free
State Province

Actual Achievement
2012/2013

1 x investment project was
successfully facilitated (Solar
Energy Project in Thabo
Mofutsanyana)
Target not achieved

Target not achieved

Target not achieved

Planned Target
2012/2013

2 x investment projects
successfully facilitated by
31 March 2013

Investment facilitation
plan for Agro-processing
developed by 31
December 2012

Investment facilitation
plan for Renewable
Energy developed by
31 December 2012
Investment facilitation
plan for manufacturing
developed by 31 March
2013

Performance
Indicator

Number of
investment projects
successfully
facilitated

Investment
facilitation plan for
targeted sectors
(Agro-processing ,
Renewable Energy,
Manufacturing
and Broadband
) developed and
implemented

1 x investment
projects
successfully
facilitated by 31
March 2012

Not targeted

Strategic Objective Actual
Achievement
2011/2012

The Xhariep Solar Hub Project
could not be concluded as
negotiations took longer than
anticipated

50% achieved

Manufacturing investment
facilitation plan was developed and
will be presented to the Executive
Management Committee in the
2014FY

Renewable Energy investment
facilitation plan was developed
and will be presented to
the Executive Management
Committee in the 2014FY

Agro-processing investment
facilitation plan was developed
and will be presented to
the Executive Management
Committee in the 2014FY

Comments on deviation

Deviation from
planned target to
Actual Achievement
for 2012/2013

Performance against the Annual Performance plan is indicated below:
Programme 3: Investment Promotion and Property Development
Sub-Programme: Investment Promotion

REPORT OF PREDETERMINED OBJECTIVES 2012-2013

Performance Information by Sub-Programme

PROGRAMME 3: INVESTMENT PROMOTION AND PROPERTY DEVELOPMENT
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8 businesses assisted
through investment aftercare
programme ( Namely:
Tasol Solar;Veru Lubbe;
Beijing Fuxing Xiaocheng
Electronic Technology Stock;
Beijing Korean Solar Power
Consortium; Xhariep Solar
Hub; BLG; Ben Nevis Cherries
& Cherry Wine Cellar Farm
and Benex and Ditau Health
Solutions)

8 businesses assisted
through investment
aftercare programme by
31 March 2013

Number of
businesses assisted
through investment
aftercare programme

7 x businesses
were assisted
through
investment
aftercare
programme

3 x partnership initiatives/
projects/ facilitated
(Namely, Xhariep municipal
councils; BLG and IDC).

3 x partnership
initiatives/projects/
facilitated by 31 March
2013

Not targeted

Deviation from
planned target to
Actual Achievement
for 2012/2013

Number of
partnership
initiatives / projects
facilitated

Number of
partnership
agreements
concluded with key
stakeholders

Not targeted
To create
conductive business
development
environment to
attract investment

4 projects in the updated
4 projects in the
updated pipeline of FDC pipeline of FDC investment
investment projects by 31 projects
March 2013

Actual Achievement
2012/2013

33%
2 agreement concluded with
the Land development rights
(Xhariep Solar Hub signed with
Kopanong Municipality and
Lesotho National Development
Corporation)

Number of
investment projects
registered in the
FDC facilitated
investment projects
pipeline

Not targeted
To attract foreign
and local direct
investment into Free
State Province

Planned Target
2012/2013

3 key partnership
agreements concluded
with key stakeholders by
31 March 2013

Performance
Indicator

Strategic Objective Actual
Achievement
2011/2012

Programme 3: Investment Promotion and Property Development
Sub-Programme: Investment Promotion

Negotiations with Industrial
Development Corporation are
still underway to finalise the
agreement.

Comments on deviation
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Actual
Achievement
2011/2012

A strategic decision was made to
re-look at how to deal with the
property portfolio approach

The exercise of identifying nonperforming assets took longer than
it was anticipated

Target not achieved

Target not achieved

100% of identified
non-performing
assets disposed by
31 March 2013

Not targeted

% of identified nonperforming assets
in each quarter
disposed

Facilities
Management Plan
developed and
budgeted for

Facilities
Management Plan
developed and
budgeted for by 31
March 2013

Not targeted
Develop, manage
and expand property
portfolio to achieve and
maintain sustainability
thereof

2 investment properties are under
investigation

Target not achieved

R50m new property
investment
committed

R50m new property
investment
committed by 31
March 2013

100%

Higher demand than expected

The target was underachieved
because of low demand for
properties situated in rural areas

R10m property
investment
committed

14 percentage point

-19 percentage point

74% occupancy rate of
industrial parks achieved

79% occupancy rate of
lettable commercial portfolio
attained

Maintain 60%
occupancy

The target was underachieved
because of low demands and illegal
occupants occupying residential
properties

Maintain 60 %
occupancy rate of
industrial parks by
31 March 2013

-18 percentage point

75,67% occupancy
rate

80% occupancy rate of
residential portfolio was
attained

Maintain 98%
occupancy

Comments on deviation

Maintain 98%
Maintain 98%
occupancy
occupancy rate of
lettable commercial
portfolio by 31
March 2013

46,77% profitability recorded
and it translates to 8%
increase profitability

8% increase in
profitability of
lettable property
portfolio

Deviation from
planned target to
Actual Achievement
for 2012/2013

76,61% occupancy
rate

Actual Achievement
2012/2013

Planned Target
2012/2013

Maintain 98%
occupancy rate of
residential portfolio
by 31 March 2013

8% increase in
profitability of
lettable property
portfolio by 31
March 2013

Performance
Indicator

87.67% occupancy
rate

38,77%
Develop, manage
and expand property
portfolio to achieve and
maintain sustainability
thereof

Strategic Objective

Performance against the Annual Performance plan is indicated below:
Programme 3: Investment Promotion and Property Development
Sub-Programme: Property Portfolio Development
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2.5.4. Programme 4: Enterprise Development
Purpose:
•
•

To provide financial and business support services to SMMEs and Cooperatives
To promote exports from the Free State Province

The programme comprises of the following sub-programmes:
				
• SMMEs and Cooperatives Loan Funding
• Business Development Support
• Joint ventures / Subsidiaries /Associates
• Export Promotion
Strategic Objectives:
•
•
•
•

To effectively develop sustainable SMME’s and Cooperatives through financial
assistance;
To provide business support services for entrepreneurship development;
To effectively promote enterprise development through investment and management
of joint ventures/subsidiaries/associates.
To promote and increase the number of exporters from the Free State Province

Achievements per sub-programmes:
SMMEs and Cooperatives Loan Funding
• A total of 19 loans were approved for 2012/2013, of which 1 was a long term loan and
18 were short term loans.
• The total value of approved loans was R 2 194 186.69.
• 87 % of approved loans were disbursed against a target of 85%.
• 61% of approved loan applications were granted to women owned entities* against a
target of 40%.
• 46% of approved loan applications were granted to youth owned entities** against a
target of 30%
Business Development Support
• BDS Services Included:
o
Supported SMMEs to participate at the Cherry Festival
o
Planned Target 2012/2013 of referring 5 SMMEs to other development financial
institutions for financial support by 31 March 2013 was overachieved
o
An outreach drive in collaboration with other stakeholders to create awareness
about FDC offerings was undertaken
o
The MoU between FDC and MTN SA Foundation was extended for another year to
provide business development support to the rural community of Mantsopa Local
Municipality
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Export Promotion
• In the financial year 2012 /2013, FDC promoted 24 Free State companies at a number
of marketing platforms. 51% of these companies were BEE and educational institutions
which were promoted at the SAITEX/ AFRICA BIG 7 and SARCDA Trade Exhibition. The
companies were exposed to local and international buyers for their products which
provided them with opportunities to access local and international markets.
•

38

The FDC hosted/participated in 4 exports related workshops during the year under
review namely:
o

A DTI workshop on National Pavilions which also offered training to exhibitors on
how to prepare for the Pavilions and on sales techniques.

o

A workshop co-hosted with the Export Credit Insurance Corporation to address
challenges faced by exporters with regards to freight, customs and insurance

o

DTI and FDC in addition held stakeholder consultations with exporters in the Free
State to assist in the review of the National Exporters’ Strategy.

o

The FDC also hosted the Train- the-Trainer seminar with the United Nations
Procurement Division (UNPD).
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Percentage of
approved loan
applications granted
to women owned
entities*
Percentage of
approved loan
applications granted to
youth owned entities**
Percentage of approval
loan applications
granted to qualifying
people with disability
owned entities***

Not targeted

Not targeted

Comments on deviation

The target was not achieved
because there were no
applications from people
with disabilities even though
presentations were made to
disability forums

Target not achieved

15 Percent of
approved loan
applications was
granted to clients in
rural nodes

30 Percentage of
approved loan
applications granted to
clients in rural nodes by
31 March 2013

15 percentage point The target was not achieved because

there were very few applications from
rural nodes

The target was over achieved because
of FDC’s collaborative work with the
National Youth Development Agency

46 Percent of approved 16 percentage point
loan applications
were granted to youth
owned entities

30 Percentage of approved
loan applications granted to
youth owned entities by 31
March 2013
5 Percentage of approved
loan applications granted
to qualifying people with
disability owned entities by
31March 2013

100 percentage
point

The target was over achieved because
the uptake of women applications
has increased due to outreach
programs to sensitize them about
access to finance

61 percent of approved 21 percentage point
loan application were
granted to women
owned entities

The target was over achieved
because majority of submissions were
tenders which do not require bond
registration

40 percent of approved
loan applications granted to
women owned entities by
31 March 2013

85 percent of approved
87 percent of approved 2 percentage point
loans disbursed by 31 March loans were disbursed
2013

*Women owned entities refer to entities where women are the majority shareholders.
**Youth owned entities are the entities where youth (age 18 and 35) are the majority shareholders in the entity.
***People with disability owned entities are entities where people with disabilities are the majority shareholders.
****Rural nodes refers to Districts and Towns declared as rural nodes

Not targeted

Percentage of
approved loans
applications granted
to clients in rural
nodes ****

Percentage
disbursement of
approved loans

89 percent of approved
loans were disbursed

Not targeted

100% of loans budget
granted to SMMEs and
Cooperatives by 31
March 2013

Percentage of loans
budget approved
to SMME and
Cooperatives

17 percent of loan funds
were granted

To effectively develop
sustainable SMME’s and
Cooperatives through
financial assistance

Deviation from
planned target to
Actual Achievement
for 2012/2013

13 percentage of the 87 percentage point The target was not achieved as most
loan applications did not meet FDC’s
loans budget was
lending criteria
approved for SMMEs
and Cooperatives

Planned Target 2012/2013 Actual Achievement
2012/2013

Performance
Indicator

Actual Achievement
2011/2012

Strategic Objective

Performance against the Annual Performance plan is indicated below:
Programme 4 : Enterprise Development
Sub-Programme: SMMEs and Cooperatives Loan Funding

REPORT OF PREDETERMINED OBJECTIVES 2012-2013

Performance Information by Sub-Programme

PROGRAMME 4: ENTERPRISE DEVELOPMENT
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% of identified FDC
funded enterprises
in distress assisted
with business
development support

Number of SMMEs
assisted through
referrals to other
development financial
institutions

Not targeted

Not targeted

To provide business
support services for
entrepreneurship
development

Comments on deviation
Deviation from
planned target to
Actual Achievement
for 2012/2013
The target was not achieved
because of lack of commitment
from clients (i.e. refusal to
provide financial statements
and management accounts,
not honoring appointments
and not active in their
businesses)
Over achieved because of
FDC’s funding criteria (primary
agriculture and 10% own
contribution required by the
FDC)

100 percentage
point

160%

Actual Achievement
2012/2013

Target not achieved

13 SMMEs referred to
other development
financial institution for
financial support

Planned Target 2012/2013

100% of identified FDC
funded enterprises in
distress referred for business
development support by 31
March 2013

5 SMMEs referred to other
development financial
institutions for financial
support by 31 March 2013

Performance
Indicator

% of operating and
viable joint ventures
/ subsidiaries /
associates portfolio
maintained

Actual Achievement
2011/2012

Not targeted

Strategic Objective

To effectively
promote enterprise
development through
investment and
management of joint
ventures/subsidiaries/
associates

Comments on deviation

4 joint ventures / subsidiaries
/ associates portfolio are
operational and viable and that
equals 100% (6 of them are not
operational and are pending
liquidation and therefore not
included in the calculation).

Deviation from
planned target to
Actual Achievement
for 2012/2013
30%

Actual Achievement
2012/2013

100% of operating
and viable joint
ventures / subsidiaries
/ associates portfolio
maintained by 31
March 2013

Planned Target 2012/2013

70% of operating and viable
joint ventures / subsidiaries
/ associates portfolio
maintained by 31 March 2013

Performance against the Annual Performance plan is indicated below:
Programme 4:Enterprise Development
Sub-Programme: Joint Ventures/Subsidiaries/associates

Performance
Indicator

Actual Achievement
2011/2012

Strategic Objective

Performance against the Annual Performance plan is indicated below:
Programme 4 : Enterprise Development
Sub-Programme: Business Development Support
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Name of the Programme
Programme 1: Administration

The target was exceeded as
the BRICS Expo was not in
the original plan.

Summary on how to deal with under-performance
• To appoint auditors and bookkeepers for struggling Joint Ventures
• Divestment from non-performing Joint Ventures
• Finalisation of the organisational re-engineering
• The implementation of the Performance Management and Development System
• Development and implementation of a Workplace Skills Plan to enhance and improve employee
skills and performance
• Implementation of the recommendations of the Auditor General and constantly monitor progress
thereof
• Speed up the appointment of the Company Secretary and necessary administrative support skills
enhancement
• Review Credit and Debt Management processes to enhance debt collection
• Develop and implement cost containment measures

STRATEGY TO DEAL WITH UNDERPERFORMANCE

50%

Number of trade
missions and
exhibitions participated

Participated in in 3
local trade exhibitions
against target of 4
Participated in 3
exhibitions

The target was exceeded
as the FDC partnered with
the DTI on their provincial
events to cover more export
awareness workshops.

33%

4 export awareness
and readiness
workshop were
facilitated /
participated

3 export awareness and
readiness workshops
facilitated / participated by
31 March 2013

Number of export
awareness and
readiness workshops
facilitated / participated

5 Export awareness and
readiness workshops
facilitated/ participated
in. Target achieved
2 trade missions and
exhibitions participated by
31 March 2013

One confirmed exhibitor did
not arrive at the exhibition.

4%

24 FS exporters were
promoted

25 FS exporters promoted
by 31 March 2013

Comments on deviation

Number of FS exporters
promoted**

Deviation
from planned
target to Actual
Achievement for
2012/2013

21 Free State exporters
promoted over target
of 10

Actual Achievement
2012/2013

To promote and
increase the number
of exporters from the
Province

Planned Target
2012/2013

Performance
Indicator

Actual Achievement
2011/2012

Strategic Objective

Programme 4 : Enterprise Development
Sub-Programme: Export Promotion

Performance against the Annual Performance plan is indicated below:
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Communicate the amended SMME Funding Policy through awareness campaigns
Improve on turnaround times of loans approval
Standardise Business Development Support Programme
Engage Government Departments and Municipalities to accept and honour cessions

Programme 4: Enterprise Development

•
•
•
•

Improve enquiry handling and management systems to enhance FDC’s capacity to generate
investments leads
Streamline rental application processes to improve turnaround time
Source and implement Facilities Management function
Review Rental Policy to comply with the Legal Framework
Improve Property Management Information Systems
Upgrade bulk infrastructure
Installation of automated meter reading systems

Summary on how to deal with under-performance
• Conduct an intensive marketing campaign to increase brand awareness of FDC and its service
offerings
• Increase external and internal communication
• Increase participation in targeted investment and export promotional platforms
• Continuously improve stakeholder relationships

Programme 3: Investment Promotion and •
Property Development
•
•
•
•
•
•

Name of the Programme
Programme 2: Business Support
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23477156.96

210 260 243.9

Total

150 581 666.37

189 880 052.3

22 106 772.10

131 089 888.79

15 511.77

36 667 879.68

R

R

36 201 420.67

Actual amount
collected

2011/2012

241 643 827.60

5 547 997.46

99 989 948.05

1 761 290.20

Estimate

224 556 768.90

5 016 093.88

98 443 080.00

5 605 200.00

134 344 591.99

R

R

115 492 395.00

Actual Expenditure

2011/2012

Budget

Loans

Properties

Sundries

Grant & Other

Sources of
revenue

REVENUE COLLECTION

Total

Enterprise
Development

Investment
Promotion

Business Support

Administration

Programme

EXPENDITURE

SUMMARY OF FINANCIAL INFORMATION

20 380 191.65

1 370 384.86

19 491 777.6

-15 511.77

-466 4593.01

R

(Over)Under
collection

466 200 596.5

-531 903.58

-1 546 868.05

3 843 909.80

-18 852 196.9

R

(Over)Under
Expenditure

218 875 993.7

10 987 379.14

167 007 193.92

40 881 420.63

R

Estimate

289 776 995.9

5 515 821.93

137 025 896

7 096 137

140 139 141

R

Budget

201 970 374.1

12 120 743.33

160 642 479.89

13 936.67

29 193 214.26

R

Actual amount
collected

2012/2013

226 926 324.90

4 781 658.97

97 896 585.55

4 687 651.28

119 560 429.10

R

Actual
Expenditure

2012/2013

16 905 619.64

-1 133 364.19

6 364 714.1

-13 936.67

11 688 206.37

R

(Over)Under
collection

62 850 671.00

734 162.96

39 129 310.45

2 408 485.72

20 578 711.9

R

(Over)Under
Expenditure

2012/2013

3. PART C:

GOVERNANCE

3.1 INTRODUCTION
In public entities such as the FDC, governance is primarily the responsibility of the
Board of Directors, as the ultimate decision-making body.
The purpose of good corporate governance is to achieve accountability, transparency,
responsibility, discipline, independence, fairness, social responsibility, service delivery,
clean audits, oversight, potential investment, risk management, compliance, and to
avoid business failures and corporate scandals.
In addition to legislative requirements based on a public entity’s enabling legislation,
and the Companies Act, corporate governance with regard to public entities is applied
through the precepts of the Public Finance Management Act (PFMA) and run in tandem
with the principles contained in the King’s Report on Corporate Governance.
Parliament, the Executive and the Accounting Authority of the public entity are
responsible for corporate governance.

3.1.1. Portfolio Committees
Oversight by Legislature
The Constitution of the Republic of South Africa gives the National Assembly and
Provincial Legislatures an oversight role over their respective Executives. The Provincial
Legislature must maintain oversight over the Provincial Cabinet, and Members of the
Provincial Cabinet must provide the Provincial Legislature with full and regular reports
concerning matters under their control.
Due to the fact it is impractical for the Provincial Legislature to exercise proper oversight
over the many Provincial Departments and Public Entities, the Free State Legislature
established the following committees to facilitate its oversight role:
•
•

The Portfolio Committee on Public Accounts, Finance, Office of the Premier and the
Legislature (PROPAC)
The Portfolio Committee on Public Works, Economic Development, Environmental
Affairs and Tourism

PROPAC is primarily responsible for financial oversight addressing:
•
•
•
•
•
•

Issues raised in the General Report of the Auditor-General on Audit outcomes.
Issues of financial probity as highlighted in the audit report or disclosed in the
management report or notes to the financial statements.
Compliance with the PFMA, Treasury Regulations, the Audit Committee and the
management report of the CEO.
In year monitoring of financial performance.
Interrogation and evaluation of instances of over-expenditure and instances of
unauthorized expenditure.
Interrogation of instances relating to irregular, fruitless and wasteful expenditure.
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•
•

The functioning of risk management systems
Corporate Governance

Meetings during 2012/13
• Consideration of Report of the Auditor General on Financial Statements for the Year
Ending 31 March 2012.
• Consideration of 1st to 4th Quarterly Report for 2012/13 Financial Year.
The Portfolio Committee on Public Works, Economic Development, Environmental Affairs
and Tourism is primarily responsible for non-financial matters through:
•
•
•
•

Monitoring the economy, efficiency and effectiveness of service delivery as
measured by performance indicators presented in the pre-determined objectives.
Evaluating management’s explanation as to why the entity’s service delivery
performance did not attain the targets set in the corporate plans.
Equity of service delivery.
Investigating the circumstances that led to financial under-performance and the
impact this had on service delivery and the measures taken by management to
rectify the situation.

Meetings during 2012/13
•      Consideration of Annual Report for 2011/12 Financial Year.

3.1.2. Executive Authority
Nature of the FDC:
The FDC is a public entity classified and listed in Schedule 3, Part D of the PFMA. It is a
‘Provincial Government Business Enterprise’. This means an entity which:
• Is a juristic person under the ownership control of a provincial executive;
• Has been assigned financial and operational authority to carry on a business activity;
• As its principal business, provides goods or services in accordance with ordinary
business principles; and
• Is financed fully or substantially from sources other than a provincial revenue fund;
or by way of a tax, levy or other statutory money.
Constitutional and Legislative Framework
The Constitution
Organs of state and public enterprises are bound by the basic values and principles
set out in section 195 (1) of the Constitution. The Constitution enjoins a provincial
legislature to provide mechanisms:
•
•
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To ensure that all provincial executive organs of state in the province are
accountable to it; and
To maintain oversight of provincial executive authority in the province and any
provincial organ of state (e.g. FDC)

Executive Authority
The executive authority in each province vests in the Premier of the Province, who
exercises this provincial executive authority with other Members of the Executive
council (MECs).
The MEC is responsible for the function of the executive assigned to him or her by the
Premier. MEC’s are accountable collectively and individually to the provincial legislature
for the exercise of their powers and the performance of their functions. Each MEC must
provide the provincial legislature with full and regular reports concerning matters
under their control. Boards of Directors of entities like the FDC must regularly provide
their MEC’s with the above information. In the case of the FDC the MEC responsible for
the Corporation is the MEC for the Department of Economic Development, Tourism and
Environmental Affairs (DETEA)
FDC Act
In terms of the FDC Act, the FDC is a juristic person, subject to the relevant provisions
of the PFMA. According to section 4A(y) its Board is enjoined to ensure adherence to
corporate governance. The main objects of FDC are set out in Section 3, and the powers
of the Board in section 4 and 4A.
Public Finance Management Act (PFMA)  
The PFMA sets out the fiduciary duties and general responsibilities of the Board. It
also regulates conflict of interest, and makes provision for operational and managerial
autonomy. In addition, through the Treasury Regulations, it makes provision for the
following reporting and oversight mechanisms:
•
•
•
•
•

Shareholder Compact [TR29.2]
Corporate Plan [s.52(b) r/w TR29.1]
Annual Performance Plan (APP) i.e. predetermined objectives
Quarterly Performance Reports (QPR’s)
Annual Report [s.55(1)(d) r/w TR 28.2]

The Executive
Provincial Executive Council
The Executive comprises of the Provincial Executive Council, the Executive Authority
(the responsible MEC), the Provincial Treasury and the Auditor General.
The role of the Provincial Executive Council (EXCO) is to provide overall strategic
direction and policy regarding economic growth and service delivery.
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The Executive Authority
The role of the Executive Authority is to exercise shareholder oversight through
reporting to the Provincial Legislature, appointing of Board Members and concluding
a Shareholder’s Compact with them to use to monitor the Board’s performance. A
compact for 2012/13 was adopted by the new Board in October 2012, but not signed.
Provincial Treasury
The Provincial Treasury’s role is to exercise financial oversight through:
• Setting reporting guidelines to promote and enforce transparency in respect of
revenue, expenditure, assets and liabilities of SOE’s
• Oversight over the funding/borrowing programmes of State-Owned Enterprises
• Controlling the utilization of contingent liabilities
• Effective treasury management models.

3.1.3. The Accounting Authority / Board
The powers/roles of the Board of Directors are to:

•
•
•
•
•
•
•
•

•
•
•

Ensure that the executive management implements the FDC’s strategy as
established from time to time.
Ensure that the FDC has effective, efficient and transparent systems of
operational, risk management and financial internal controls.
Monitor the activities of the executive management.
Provide information on the activities of the FDC to those entitled to it.
Ensure the succession and approve the appointment, of senior executives.
Ensure that the FDC operates ethically.
Address the adequacy of retirement and health care benefits and the funding
thereof.
Ensure that the FDC has and maintains a system of internal audit under the
control and direction of an audit committee complying with and operating in
accordance with regulations and instructions prescribed in terms of sections 76
and 77 of the PFMA.
Ensure that the FDC has and maintains an appropriate procurement and
provisioning system which is fair, equitable, transparent, competitive and costeffective.
Ensure that all applicable black economic empowerment legislative frameworks
and requirements are complied with
Ensure that the FDC has, and maintains, a system for properly evaluating all
major capital projects prior to a final decision on the project.

3.1.4 Board Charter
The Board Charter is a document that serves to set out the high level responsibilities of
the FDC Board, read in conjunction with the FDC Act, the Companies Act, the PFMA and
the applicable Treasury Regulations.

48

According to the Charter, the Board has the following Duties and Responsibilities:
•
•
•
•
•
•

•
•
•

•
•

Absolute responsibility for the performance of FDC and is fully accountable to the
Executive Authority (the responsible MEC). As a result, the FDC Board should give
strategic direction to FDC.
To retain full and effective control over FDC and monitor management closely in
implementing FDC plans, strategies and resolutions. This includes the monitoring of
management and operational performance.
To ensure that FDC is fully aware of and complies with applicable laws, regulations,
policies and code of business practice and communicates with its stakeholders
openly and promptly with substance prevailing over form.
To ensure that there are effective policies, procedures, practices and systems of
internal control in place that protect FDC’s assets, resources and reputation.
To ensure that management has implemented an effective system of risk
management.
To ensure that all Board members have unrestricted access to accurate, relevant and
timely information on the FDC and act on a fully informed basis, in good faith, with
diligence, skill and care and in the best interest of FDC, whilst taking into account
the interests of the various stakeholders, including employees, creditors, suppliers
and local communities.
To closely monitor the process of disclosure and communication and exercise
objective judgement on the affairs of FDC.
To monitor and manage potential conflicts of interest of Board members and
management. The FDC Board as a whole and each individual director must not
accept any payment of commission, any form of bribery, gift or profit for him/herself.
To develop a clear definition of the levels of materiality or sensitivity in order to
determine the scope of delegation of authority and ensure that it reserves specific
powers and authority to itself. Delegated authority must be in writing and evaluated
on a regular basis.
To ensure that financial statements are prepared for each financial year, which fairly
represents the affairs of FDC.
To at least annually assess its performance and effectiveness as a whole and that of
individual directors.
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Member

Member

Member

Mr. Malusi Solomon
Kumalo

Mr. Vishunandh Maharaj

Designation
(in terms of
the Public
Entity Board
structure)
Chairperson

Mrs. Nthabeleng Dorcas
Mochochoko

Ms. Hantsi Bhetilda
Mayeza

Name

04 July 2012

04 July 2012

04 July 2012

04 July 2012

Date
appointed

Date
resigned

Diploma In
Telecommunications;
Sales Management Diploma;
Marketing Management
Diploma;
Business Administration
Diploma

B.Com (not completed)

B.Compt Honours CTA 2002;
B.Com Honours 2001; B.Com
1999

Introduction to Computers
1989;
Diploma In Personal
Computing 1990;
Diploma In Software
Supporting 1991;
Diploma In Marketing 2003;
New Managers Programme
2006.

Qualifications

-Chairperson 7
Chairman CD Systems (Pty) Ltd;
BITIC
Director NAFCOC;
Chairman DKV Property Investments -BIFC
(Pty) Ltd;
Chairman Hanuman Investment
Trust;
Trustee NAFCOC;
Trustee National Industrial Chamber
Investment Trust
Investment Corporate
Insurance
Trade and Investments
Structuring deals

7

5

FDC Board (2010-2012)
-BHRREC
School Governing Body Chairperson; -BARC
ANC Ward Chairperson

-BITIC

Chairperson
BARC

7

Other
No. of
Committees Meetings
(e.g.: Audit attended
committee)

Finance
Sale and Marketing

Director Free State Gambling and
Racing Board 2007-2009;
Audit Committee Member – Sol
Plaatjie Municipality;
Audit Committee Member –
Department of Agriculture;
Thebeyaka Consulting Services
(2011 to date);
Ramathe Chartered Accountants
(2007-2011).

Free State Gambling Board–Deputy
Chairperson and Member;
Maono Construction and Property
Development (Pty) Ltd.

Construction and
Property Development;
Business facilitation;
Finance; Business
Administration;
Stakeholder Relations;

Business Performance;
Accounting; Regulatory
and Management
Assurance;
Private and Sector
External and Public
Auditing and Taxation.

Board
Directorships (List the entities)

Area of Expertise

COMPOSITION OF THE BOARD

In October 2012 the new Board resolved to reconstitute its committees as follows:
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Deputy
Chairperson

Mr. Mohlouoa Isaac Seoe Member

Mr. Tefetso Bernard
Phitsane

Designation
(in terms of
the Public
Entity Board
structure)
Mr. Zola Malvern Percival Member
Majavu

Name

Date
resigned

04 July 2012

04 July 2012

04 July 2012 February
2013

Date
appointed

B.Com
Accelerated Directorship
Programme (IoDSA Certified
Director);
Executive Leadership Course
2001;
MBA (2001);
BA (1998);
Senior Primary Teachers
Diploma (1988);
B. Admin (not completed)

Judicial Skills Course 2009;
Executive Sports Management
2007;
Course in Notarial Practice
2002;
Certificate In Sports Law 2000;
Conveyancing Course 1995;
H Dip (Constitution Law )
1994;
Course in Conveyancing 1994;
Course in Alternative Dispute
Resolution 1991;
LLB 1991;
BA (Law) 1989;

Qualifications

Member and Chairperson: FS
Transportation/Permit Board (19962005); Town shipboard (2009-2011);
Bloem Water Board (2009);
Sedibeng Water Board (2011-2013);

Economics, human
resources, governance,
finance, labour relations

Business Management;
Chairperson of FDC Board (2009Negotiation and Problem 2011)
Solving;
Member/Director of Free State
Liquor Authority ( 2008-2011);
Robs Investment Holdings (PTY)Ltd
(2001-to date);
Blacky’s Plastics (1990-1991);
Fruit Market (1992-1994);
Blacky’s Fast Food (1991-1995);
Kopanong Kwik Spar (1994-1998);
QwaQwa Brewery (1994-1998);
Robs Bottle Store (1993-1998);
Toilet paper and cleaning material
manufacturer (1995-1997)

Chairperson 6
BHRREC until
February
2013

Member and Chairperson of
Remuneration and Human Capital
Committee Centlec;
Chairperson and Deputy
Chairperson of Legal and Strategic
Committee (former Government
Garage in Gauteng);
Company Secretary Metrobus;
Chairperson Gauteng Liquor Board;
Trustee Jolinkomo Trust;
Member Phakisa Major Sports Venue
Member Jasimozo (Pty) Ltd;
Majavu Inc. (Notaries and Attorneys)

General Litigation;
Commercial Matters;
Employment Law
Matters;
Local Government
Matters;
Due Diligence Exercises;
Transformation Matters;
Sports Law;
Forensic Investigations;
Alternative Dispute
Resolutions.

Chairperson
BIFC

6

Chairperson 5
BHRREC w.e.f
February
2013.

Other
No. of
Committees Meetings
(e.g.: Audit attended
committee)

Board
Directorships (List the entities)

Area of Expertise

COMPOSITION OF THE BOARD
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In October 2012 the new Board resolved to reconstitute its committees as follows:
Board Committees
Committee

No. of meetings
held

No. of
members

Name of members

3

Mr V Maharaj (Chairperson)
Mrs ND Mochochoko
Chief Executive Officer (ex officio)

2

3

Mr MS Kumalo *
Mr TB Phitsane (Chairperson)
Chief Executive Officer (ex officio)

Board Investment and Finance 1
Committee (BIFC)

3

Mr MI Seoe (Chairperson)
Mr V Maharaj
Chief Executive Officer (ex officio)

Board Audit and Risk
Committee (BARC)

5

Mrs ND Mochochoko(Chairperson)
Mr MS Kumalo
Mrs JH van Wyk**
Mr ME Mohlahlo**
Mr ME Ntshiea**

Board Information Technology
and Infrastructure Committee
(BITIC)
Board Human Resources,
Remuneration and Ethics
Committee (BHRREC)

2

*As After Mr. Majavu’s resignation. Previously Mr. Majavu (Chairperson) and Mr. Phitsane (Member)
**Independent, non-board member

Remuneration of board members
Name

Remuneration
Directors Fee

Other allowance
Kilometres

Other reimbursements

Total

Ms HB Mayeza

R43300.00

R43179.54

R86479.54

Mrs ND Mochochoko

R39800.00

R3357.60

R43157.60

Mr MS Kumalo

R96900.00

R19400.49

R116300.50

Mr V Maharaj

R47200.00

R45042.70

R92242.60

Mr ZMP Majavu

R25800.00

R9265.20

R35065.20

Mr MI Seoe

R42600.00

R32614.04

R75214.04

Mrs JH van Wyk

R16000.00

R0.00

R16000.00

Mr ME Ntshiea

R17500.00

R10210.40

R27710.40

R3500.00

R317.40

R3817.40

Mr ME Mohlahlo
Members not remunerated
Mr TB Phitsane

Determination of the remuneration of board members
Remuneration is determined by the MEC: DETEA

3.1.5. Risk Management
Risk Management Framework
Review of Policies and Strategy
The FDC’s risk management processes and systems are guided and clearly set out in
its risk management strategy and policy which have been approved by the Board.
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These documents are reviewed annually and are in line with the Public Sector Risk
Management Framework. These documents also clearly spell out the risk management
responsibility of everyone in the FDC, and not only of the Board, management or Chief
Risk Officer.
Risk Management Process
The risk management process used in the FDC is depicted in the following diagram:

Establishing Context
The FDC is a developmental institution which is required to facilitate the development
of sustainable SMME’s and Cooperatives in the Free State Province, property
development and management, investment promotion and export promotion.
This on its own is a high risk because many of the entrepreneurs and Cooperatives are
unable to repay the loans granted by the FDC. FDC’s properties are its biggest cash
generating asset. The FDC property portfolio, however, is experiencing a high vacancy
rate due to the poor state of these properties. The Corporation is constrained by limited
resources to promote the province as the preferred business destination and its export
promotion activities are also limited.
Risk identification, analyses and evaluation
Both strategic and operational risks of the FDC were identified through a risk
identifications process. These risks were analyzed in terms of their likelihood and
impact.
An action plan indicating control measures for addressing the risks, the due dates and
officials responsible for addressing the top ten operational risks was developed with
the managers of the areas of operation where these risks arose. These managers are
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required to report on the implementation of mitigating tasks to reduce or eliminate the
risks in their units.
Reporting
The risk management unit submitted quarterly reports to the CEO’s risk management
committee on the implementation of risk management activities. The CEO would then
report to the Board Audit and Risk Committee to enable it to perform its oversight
function on risk management.
Monitoring
Monitoring of the risk management process and function in the FDC is done by:
•
Risk Management Committee of the CEO
•
Board Audit and Risk Management Committee quarterly
•
The Provincial Treasury bi-annually
Communication
To inculcate a culture of risk management and fraud management in the FDC, risk
and fraud awareness sessions are held in all the FDC districts and in the Head Office.
In addition, a risk and fraud newsletter is developed and then distributed to all FDC
employees to make sure that risk and fraud management becomes part of the everyday
work activities and processes in the FDC.
Risk Tolerance
The FDC has set its own risk tolerance levels to ensure that it is clear which risks the
FDC is able to tolerate and which one’s it will not be able to tolerate so that they can be
prioritised and dealt with adequately. The tolerance levels are linked to the Materiality
and Significance Framework of the Corporation.
Level of Maturity
Risk management has been implemented in the FDC since 2007 and systems and the
framework are in place. The board and staff members are aware of their responsibilities
with regard to risk management.
A lot of work is still required to ensure that risk management is inculcated into the
culture of the organisation.

3.1.5. Internal Audit and Audit Committees
Key Activities and Objectives of the Internal Audit
Internal Audit is an independent, objective assurance and consulting activity designed
to add value and improve the FDC’s operations. It helps Management to accomplish its
objectives by bringing a systematic, disciplined approach to evaluate and improve the
effectiveness of risk management, control and governance processes.
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Internal Audit is responsible for reporting to Management and the Audit Committee
on the adequacy and effectiveness of the organisation’s system of internal control,
making recommendations in order to improve these internal control systems. Reports
generated are also distributed to the external auditors who review and rely on internal
audit work performed.The following audits were conducted during the year under
review:
•
•
•
•
•
•
•
•
•

Property Management
Export Promotion
Investment Promotion
Marketing and Communications
Performance Information
Transfer payment
Finance: Asset Management
Supply Chain Management: Procurement of Maintenance services
Fleet Management

Attendance of audit committee meetings by audit committee members was as follows:
Name of member

Designation

Date of
appointment

Number of
meetings attended

Mrs. N Mochochoko

Chairperson

04 October 2012

3

Mrs J van Wyk

Member

01 March 2011

2

Mr ME Mohlahlo

Member

01 March 2011

2

Mr ME Ntshiea

Member

01 March 2011

2

Mr S Khumalo

Member

04 October 2012

3

The tabled below discloses relevant information on the audit committee members:
Name

Qualifications

Internal
or
external

Nthabeleng
Mochochoko
(Chairperson)

•
•
•

B.Com
B.Com, (Hons)
B. Compt (Hons),CTA

External

Julia Van Wyk, CA
(SA)

•
•
•

Ernest Mohlahlo

•
•

B.Com
External
B. Compt (Hons)
Certificate in Theory of
Accounting
B.Com (Accounting)
External
B.Com (Hons) (Financial
Accounting)
Masters of Business
Administration (MBA)

•

If internal,
position in
the public
entity
-

Date
appointed

Date
Resigned

-

1 March 2011 Still a
member

-

1 March 2011 Still a
member

Still a
member
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Name

Qualifications

Internal
or
external

Solomon Kumalo

•

Mokone Ntshiea

•

3.1.7

Incomplete B.Com
(Accounting) (until 2nd
year)
B Com (Accounting)

Date
appointed

External

If internal,
position in
the public
entity
-

Date
Resigned

External

-

1 March 2011 Still a
member

Still a
member

Fraud and Corruption

Fraud Prevention Plan
A fraud prevention strategy forms an integral part of the risk management framework
and the fraud prevention plan was approved by the Board. It elaborates on items which
need to be completed in order to manage and deter fraud within the organization.
The following activities were implemented during the year:
•

Fraud and Ethics Awareness

Regular sessions were held at the districts and the head office where employees were
educated on aspects of fraud and corruption, how it is manifest, the implications
thereof, examples and signs of fraud and negative impact thereof. The integral part
of the workshop was to highlight to employees the importance of ethics and ethical
conduct in a workplace. Two “Risk and Fraud Newsletters” were produced during the
year under review which were posted on the intranet.
•

Reporting of cases

The FDC has a fraud hotline which is manned twenty four (24) hours a day and three
hundred and sixty five (365) days a year in eleven (11) official languages. Callers can
remain anonymous if they wish to do so and emails or faxes can also be used as a form
of reporting. Some cases are reported by Management and employees directly to
internal audit.
•

Fraud cases

During the 2012-2013 financial year, investigated incidents came about as a result of
inaccurate records, overriding of systems of controls, possible collusion, internal and
external, non-adherence to policies and procedures.
Some of the cases were concluded during the financial year and some are still under
investigation. Where cases are complete, action was taken against those implicated with
wrong doing or the Corporation is still in a process of taking action as recommended in
the investigation reports.
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3.1.8 Minimising Conflict of Interest
Board members and managers are required to declare their interest at any meeting of
the board and its committees on any specific matter or company.

3.1.9 Code of Conduct
The Entity’s Code of Conduct forms part and parcel of the Disciplinary Code. It
emphasises the expectant behaviour from employees while in the employ of the Entity.
The code covers the following basic areas:
•
•
•
•

General Rules (generally expected behaviour in relation to work attendance, work
attitude, behaviour towards colleagues, customers and the public, behaviour
relating to intoxicating substances, dangerous weapons etc.)
General Office Rules (behaviour related to office specific behaviour such as overtime
work, handling visitors, dress codes, look and feel of offices etc.)
Transport and Accommodation (rules relating to the use of company vehicles and
the maintenance thereof )
Discipline and grievance handling in the workplace.

Breach of the code leads to disciplinary action taken by the Corporation against the
employee, this process is done accordingly as prescribed by the disciplinary code.

3.1.10 Health, Safety and Environmental Issues
Issues that seem to be of concern as picked up by the established Occupational Health
and Safety Committee which sits on a rotational basis at different offices quarterly as
legislated are mainly concerning ergonomics of the offices, safety of employees while at
work and health related matters that could be caused by external and internal factors.
The Entity has fully appointed Health and Safety representatives in every office and
these representatives constitute a Health and Safety Committee that meets quarterly to
discuss health and safety matters.

3.1.11 Company Secretary
The Company Secretary is responsible for ensuring the smooth functioning of the
Board and its Committees in terms of relevant legislation and corporate governance
principles. The board members have unrestricted access to the advice/guidance and
services of the FDC Company Secretary on issues relating to governance, legislative and
regulatory requirements.
The Company Secretary provides support to the Board in relation to the compilation of
the Annual Year Planner and agendas of various meetings.
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3.1.12 Corporate Social Responsibility
The Corporation is still to develop a Corporate Social Responsibility Policy.

3.1.13 DRAFT REPORT OF THE AUDIT AND RISK COMMITTEE
We are pleased to present our report for the financial year ended 31 March 2013.
Audit Committee Members and Attendance:
The audit committee consists of the members listed hereunder and should meet atleast
four (4) times per annum as per its approved terms of reference. The new Board was
appointed with effect from 04 July 2012 as result only three (3) meetings were held
during the current financial year.

Name of member

Designation

Date of
appointment

Number of
meetings attended

Mrs. N Mochochoko

Chairperson

04 October 2012

3

Mrs J van Wyk

Member

01 March 2011

2

Mr ME Mohlahlo

Member

01 March 2011

2

Mr ME Ntshiea

Member

01 March 2011

2

Mr S Khumalo

Member

04 October 2012

3

Audit Committee Responsibility
The Audit Committee reports that it has complied with its responsibilities arising from
Section 51(1)(a)(ii) and 76(4)(d) of the Public Finance Management Act and Treasury
Regulation 27.1.8.
The Audit Committee also reports that it has adopted appropriate formal terms of
reference as its Audit Committee Charter, has regulated its affairs in compliance with
this charter and has discharged all its responsibilities as contained therein, except that
we have not reviewed changes in accounting policies and practices.
The Effectiveness of Internal Control
Our review of the findings of the Internal Audit work, which was based on the risk
assessments conducted by the corporation revealed certain weaknesses, which were
then raised with Management.
During the year under review, several deficiencies in the system of internal controls
and deviations were reported by internal auditors. The Committee made several
recommendations to management, that include reviewing of policies in order to
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ensure that consistency and that the tone at the top is that of zero tolerance to poor
performance and non-compliance.
The Audit Committee recognizes that it has no management or executive powers and
all reports, received and reviewed by the Audit Committee, have been referred through
normal channels to management and the Board of Directors.
Internal audit
It is important to note that the Audit Committee still needs to review the existing
capacity of the Internal Audit to ensure that it has the capacity and resources required
to allow full coverage of the internal audit work for the Corporation of this nature
and size and also in order to build performance audit capability internally that will be
utilized to enhance service delivery processes.
The following internal audit work was completed during the year under review:
Property Management
Export Promotion
Investment Promotion
Marketing and Communications
Performance Information
Transfer payment
Finance: Asset Management
Supply Chain Management: Procurement of Maintenance services
Fleet Management
Investigations undertaken during the year
The following investigations were under by internal audit during the year:
• Investigation into the alleged misuse of petrol cards
• Investigation into alleged irregularities identified in various properties
• Irregularities identified in small business in industrial properties
• Procurement of project management services
In-Year Management and Monthly/Quarterly Report
Management submitted risk management and financial reports to the Committee on a
quarterly basis. Over and above these action plans for the auditor general findings were
also presented in every meeting.
Evaluation of Financial Statements
We have reviewed the annual financial statements prepared by the FDC.

Ms N Mochochoko
Chairperson of the Audit and Risk Committee
Free State Development Corporation
31 May 2013
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4. PART D:

HUMAN RESOURCE
MANAGEMENT

4.1 INTRODUCTION
•

Overview of HR matters
Set Priorities for 2012/2013
All employees who have signed performance
contracts by 31 March 2013

Impact of priority to Entity
This would result in the Entity managing
performance and also linking of reward to
performance which is lacking at the Entity.
Reward linked performance management
results in a high performance culture.
Workplace skills plan based on SMS competency A workplace skills plan would allow the
assessment and FDC skills needs developed by 31 entity to focus on developing employee skills
March 2013
that are directly linked to the mandate and
strategy delivery for the Entity.
Occupational health and safety plan developed
This would promote a culture of safe working
by 31 March 2013
practices and management of occupational
hazard risks.
Employee wellness policy developed and
A structured and focused wellness strategy
approved by 30 March 2013
would result in the Entity mitigating and
avoiding absenteeism and poor performance
Four (04) Employee wellness activities
liked to lifestyle and manageable diseases.
implemented by 31 March 2013

The Human Resource department intends to focus on employee skills development
programmes to capacitate employees as a strategy of retaining talent and also
attracting potential skills.
Implementation of the performance management system would also be focused on
rewarding performance as a retention tool.
•

Policy Development
Current policies and procedures reviewed:
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o

Control of the HR Policy and Procedures Manual
Recruitment Policy
Appointments
Conditions of Service
Office Attire / Dress Code
Hours of Work
Termination of Service / Retirement
Leave Policy
Vehicle Allowance Policy
Subsistence, Travelling & Entertainment Allowances - Local Travel
Subsistence & Travel Allowances - International Travel
Housing Policy
Affirmative Action Policy
Training, Education & Development Policy
Study Policy for Dependants
Funeral / Bereavement Policy
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o
o
o
o
o
o
o

Transfer / Relocation Policy
Remuneration Policy
Personal Loans Policy
Labour Relations Policy
Christmas Holiday Policy
Policy on Smoking
Retirement Fund

New policies developed
o
o
o
o

Employee Wellness
Occupational Health and Safety
Performance Management
Cell Phone and 3G

The challenges with the policy development were that the previous Board left the Entity
without approving them, this resulted in them only being approved in March 2013 by
the current Board.
Future HR Plans/goals

•

To contribute towards building a high-performing organisation which attracts and
retains the right talent at the right time that is fully engaged and committed to FDC
through:
*
*
*
*
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Strategic Skills Management – source, develop and keep strategic talent and critical
skills
Performance Management – create a high performance organisation
Occupational Health and Safety – create and maintain a healthy and safe working
environment
Employee Relations – create and enhance harmonious Industrial Relations

4.2. HUMAN RESOURCE OVERSIGHT STATISTICS
Personnel Cost by Programme

Programme

Total
Expenditure
for the Entity
(R’000)

Personnel
Expenditure
of Average
as a % of total Number
cost
Employees personnel
Expenditure
per employee
(R’000)
R 21 347 955.83
35.05%
53
R 402 791.62

Personnel
Expenditure
(R’000)

Administration
Business Support
Investment
Promotion
and Property
Development
Enterprise
Development

R 60 900 786.09

R 3 813 607.65

6.26%

8

R 476 700.96

R 14 695 009.86

24.13%

32

R 459 219.06

R 21 044 212.75

34.55%

55

R 382 622.05

* Personnel cost for purposes of reporting are defined as all forms of remuneration excluding subsistence and travel claims

Personnel Cost by Salary Band

Level

Total Expenditure
for the Entity
(R’000)

Directors

Personnel
Expenditure
Personnel
as a %
Number of
Expenditure
of
total
Employees
(R’000)
Expenditure
(R’000)
R 535 099.72
0.88%
17

Average
personnel
cost per
employee
R 31 476.45

Top
Management

R 2 635 712.72

4.33%

2 R 1 317 856.36

Senior
Management

R 2 464 981.41

4.05%

3

R 821 660.47

R 18 346
528.90

30.13%

25

R 733 861.16

R 34 898
359.65

57.30%

91

R 383 498.46

Semi-skilled

R 174 165.61

0.29%

13

R 72 745.23

Unskilled

R 900 250.03

1.48%

2

R 87 082.81

Contract
Employees

R 945 688.05

1.55%

12

R 75 020.84

R 60 900
786.09

100%

165

R 369 095.67

Professional
qualified
Skilled

TOTAL

R 60 900 786.09
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Performance Rewards
No performance rewards were awarded during the period under review.
Training Costs
Directorate/
Business
Unit

Personnel
Expenditure
(R’000)

Training
Expenditure
(R’000)

Training Expenditure as % of
Personnel Cost
(R’000)

No. of Employees
Trained

Average
Training Cost
per Employee

Entire Entity

R 60 900 786.09

R 868 227.75

1.42%

29

R 29 938.89

Level

2011/2012 No.
of Employees

2012/2013
Approved
Posts

2012/2013 No.
of Employees

2012/2013
Vacancies

% of Vacancies

Top
Management
Senior
Management
Professional
Qualified

2

1

1

0

0

3

4

2

2

50%

25

27

23

4

15%

Skilled

88

89

86

3

3%

Semi-skilled

0

2

2

0

0%

Unskilled

0

12

12

0

0%

Contract
Employees

9

0

8

0

0%

TOTAL

127

135

134

9

7%

Employment and Vacancies
Employment Changes
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Salary Band

Employment at
beginning of period

Appointments

Terminations

Employment
at end of
period

Top
Management
Senior
Management
Professional
qualified

2

0

1

1

3

0

1

2

25

0

2

23

Salary Band

Employment at
beginning of period

Appointments

Terminations

Employment
at end of
period

Skilled

88

1

4

86

Semi-skilled

0

2

0

2

Unskilled

0

12

0

12

Contract
Employees

9

4

3

8

TOTAL

127

19

11

134

Reasons for Staff Leaving
Reason

Number

% of total no. of staff leaving

Death

0

0

Resignation

8

73%

Dismissal

1

9%

Retirement

0

0

Ill health

0

0

Expiry of contract

1

9%

Other (Retrenched)

1

9%

TOTAL

11

100%

Labour Relations: Misconduct and Disciplinary Action
Nature of disciplinary action

Number

Verbal Warning

2

Written Warning

0

Final Written Warning

1

Dismissal

1
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Equity Target and Employment Equity Status
Male
Levels
Top
Management
Senior
Management
Professional
qualified

African
Current Target

Coloured
Current Target

Indian
Current Target

White
Current Target

1

0

0

0

0

0

0

0

2

3

0

0

0

0

0

0

14

12

0

0

0

0

4

5

Skilled

31

28

1

1

0

0

1

3

Semi-skilled

1

8

0

0

0

0

0

5

Unskilled

0

0

0

0

0

0

0

0

TOTAL

49

51

1

1

0

0

5

13

Female
Levels
Top
Management
Senior
Management
Professional
qualified

African
Current Target

Coloured
Current Target

Indian
Current Target

White
Current Target

0

1

0

0

0

0

0

0

0

2

0

0

0

0

0

1

4

10

0

3

0

1

1

4

Skilled

47

15

2

0

0

1

4

3

Semi-skilled

1

29

0

2

0

0

0

2

Unskilled

12

0

0

0

0

0

0

0

TOTAL

64

57

2

5

0

1

5

10

Disabled
Levels
Top
Management
Senior
Management
Professional
qualified
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Male

Female

Current

Target

Current

Target

0

0

0

0

0

0

0

0

1

0

0

0

Disabled
Levels

Male

Female

Current

Target

Current

Target

Skilled

1

0

0

0

Semi-skilled

0

0

0

0

Unskilled

0

0

0

0

TOTAL

2

0

0

0

The major variances current workforce profile against the targeted numerical goals
are as a result of the use of incorrect statistical data at the time that the equity plan
was developed. The Entity is in the process of restructuring and once that process is
completed and employees are confirmed and placed in the new structure, the Equity
targets will be revised and a new 5 year plan developed.
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5. PART E:

FINANCIAL INFORMATION

5.1 STATEMENT OF RESPONSIBILITY
STATEMENT OF RESPONSIBILITY FOR THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR
ENDED 31 MARCH 2013
As the Chief Executive Officer I am responsible for the preparation of the public entity’s annual
financial statements and for the judgements made in this information.
The Chief Executive Officer is responsible for establishing, and implementing a system of internal
controls designed to provide reasonable assurance as to the integrity and reliability of the annual
financial statements.
In my opinion, the financial statements fairly reflect the operations of the FDC as a going concern for
the financial year ended 31 March 2013.
The external auditors are engaged to express an independent opinion on the Annual Financial
Statements of the FDC.
The FDC annual financial statements for the year ended 31 March 2013 have been audited by the
external auditors and their report is presented on page xx.
The Annual Financial Statements of the FDC set out on page xx to page xx have been approved by the
Board on xx.

T.L. RAMAEMA
CHIEF EXECUTIVE OFFICER
Cc: Auditor-General of South Africa, Bloemfontein
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5.2 REPORT OF THE CHIEF EXECUTIVE OFFICER
The Group’ financial performance improved slightly in the year under review. The Group
registered a profit of R6 million for the first time in 4 years, despite the prevailing tough
economic conditions. Some of the strategies implemented bore fruits as the revenue
increased from R210 million to R240 million. The financial position of the Group also
improved as the total assets grew from R581 million to R585 million thus strengthening
the balance sheet. The strengthening of the balance sheet does not only improve the
financial position of the Group but it also places it in a better position to raise capital
should the need arise.
The Group is able to meet its long and short-term obligations and there are no
indications of it not being a going concern. The consolidated financial statements have
been prepared on a going concern basis as the Group’s management is of the view that
it will be able to meet its obligations, even though its cash flow is under pressure.
The costs related to rentals remain the main cost driver for the Group, with municipal
services and taxes being the main contributors. . Rentals remain the main source of
revenue for the Group. Employee related costs is the second highest cost driver. The
current business re-engineering process the Group has embarked upon is aimed at
managing these costs to a larger extend.
Human capital remains a serious constraint in the Corporation’s ability to meet its
objectives and execute its mandate as enacted. To this end the Corporation embarked
on the re-engineering process which has been in progress for some time but which
is nearing its end. Once the human capital challenges have been overcome the
Corporation will be able to deal aggressively with its key challenges such as debt
collection, project management, strained cash flow and the provision of financial
assistance to vulnerable groups.
The Corporations supply chain management processes remain fair and transparent. The
necessary systems are in place and the Corporation is in the process of automating the
procurement process. For the year under review there were no unsolicited bids.
The 2011/12 financial year audit had serious qualifications. The detailed action plan was
developed, implemented and monitored on a continuous basis by the Board Audit and
Risk Committee. In terms of management assessment, 50% of the audit qualification
matters have been addressed and the rest remain a challenge.
There are only two events that occurred after the reporting date that significantly affect
the financials and they are:
•
•
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On 18 April 2013, two thirds of the building on site 112 in Industrial Area,
Phuthaditjhaba (PC 660) was severely damaged by fire.
The funds warehoused for Maluti Bus Services beneficiaries (employees and taxi
operators) have been transferred to Maluti Bus Services on 28 May 2013.

I would like to acknowledge the leadership, management and staff of the Group for
their continued support and dedication in a very difficult operating environment. Their
resilience is refreshing enough to encourage my drive towards self-sustenance.
I would also wish to express my sincere gratitude to the DETEA, for its assistance in
times of uncertainty. I am thankful for the patience and understanding of our clients
and stakeholders, who share in our trials and tribulations and continue to partner with
us in our endeavour to transform the Free State economy.

TL Ramaema
Chief Executive Officer
Date: 31 May 2013
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5.3 REPORT OF THE EXTERNAL AUDITOR

?
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5.4 ANNUAL FINANCIAL STATEMENTS

?
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