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Foreword by the Executive Authority

The year ahead marks the implementation of new approaches to marketing tourism that is expected
to grow tourism’s contribution to GDP and spark job creation at all the links along the tourism value
chain.

The key to this ambitious plan lies in refreshing South African Tourism’s portfolio of core markets in
which we invest our marketing budget, and developing domestic tourism to reach its full potential.

In the year ahead, South African Tourism and its business units - the South Africa National
Convention Bureau and the Tourism Grading Council of South Africa - will redouble their efforts to
market South Africa as a preferred destination for leisure and business events.

A key priority is to attract more business meetings, incentives, conventions and exhibitions, which
bring with them high-value delegates. Sharing international professional and academic expertise
also immensely benefits our knowledge economy.

South African Tourism will intensify its brand building efforts, implement strategies targeting the
global trade, international consumers and domestic tourists, and forge key collaborations and
partnerships across the sector.

Other focus areas for South African Tourism in the coming year include delivering quality experiences
for tourists through grading, bolstering their research capability to deliver market intelligence that
informs investment decisions, and redesigning the organisational structure to support the five-year
strategy.

Igniting domestic travel will be a big focus area in the year ahead. South African Tourism will launch
a campaign to encourage all South Africans to become tourism ambassadors for their country. All
our people have a role to play in creating an environment in which tourism can thrive. All our people
stand to reap the significant economic and social benefits of domestic tourism.

Supporting small and emerging tourism businesses is a vital component of reinvigorating the local
tourism economy.

The Department of Tourism and South African Tourism are deepening efforts to mentor, incubate
and enable these tourism entrepreneurs — particularly in townships, in less-frequented provinces
and in rural areas — to improve inclusive participation and transformation in the sector.

Government is working in close partnership with the tourism industry to achieve our vision of a
flourishing tourism industry that contributes to our Gross Domestic Product in double digits. We
have an unparalleled product to take to market: our beautiful, diverse, friendly country.

We remain acutely mindful of the fact that tourism supports about 1.5 million jobs in total (including
indirect and induced jobs) along the entire value chain, including in sectors like transport and
financial services. The continued health and growth of the tourism sector is key to fulfilling our
aspirations for a poverty-free, equal and just society envisioned in the National Development Plan.
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Tourism allows us to mine new treasures for our country. The collaborative relationships that have
been secured between partners in the sector will be immensely valuable as we seek new and
innovative ways of ensuring that tourism remains a key driver of economic prosperity in the year
ahead.

Minister of Tourism
Derek Hanekom, MP



South African Tourism Final Annual Performance Plan — 2017/18

Official Sign-off
It is hereby certified that this Annual Performance Plan:

o Was developed by management of South African Tourism under the guidance of the National
Department of Tourism and approved by its Board, in line with the basic minimum
requirements issued by the National Treasury as the Framework for Strategic Plans and
Annual Performance Plans;

Was prepared in line with the current Strategic Plan of South African Tourism;

° Takes into account all the relevant policies, legislation and other mandates applicable to
operations of South African Tourism; and
o Accurately reflects the strategic outcome-oriented goals and objectives that South African

Tourism will endeavour to achieve over the period 2017/18 to 2021/22.

Tom Bouwer Signature:
Chief Financial Officer

Sthembiso Dlamini Signature: Q}\d\h

Chief Operating Officer

Sisa Ntshona Signature:
Chief Executive Officer

Tanya Abrahamse Signature: '4 gm/‘"lg
Chairperson of the Board

Derek Hanekom, MP Signature:
Minister of Tourism
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Part A: Strategic Overview

1. Updated Situational Analysis

See South African Tourism Strategic Plan 2017-2021.

2. Revisions to Legislative and Other Mandates

No changes in legislation are expected.

3. Overview of the 2017/18 Budget and MTEF Estimates

This section outlines South African Tourism’s Annual Performance Plan and Budget over the Medium-
Term Expenditure Framework (MTEF) period. This section includes the following:

Overview of the Revenue and Expenditure Estimates;

Expenditure as it relates to the Strategic Outcome-Oriented Goals;
Annual performance indicators and quarterly targets for 2017/18; and
Budget breakdown per programme.
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8. South African Tourism Materiality and Significance Framework for the 2015/16 Financial Year

7.1 Introduction

In terms of the Treasury Regulations (Section 28.3.1), issued in terms of the Public Finance
Management Act (PFMA), the accounting authority of South African Tourism must develop and agree
on a framework of acceptable levels of materiality and significance with the relevant executive
authority.

In terms of the Treasury Regulations (Section 28.2.1), any material losses through criminal conduct
and any irregular, and fruitless and wasteful, expenditure must be disclosed as a note in the annual
financial statements of the public entity.

In terms of the Treasury Regulations (Section 30.1.3(e)), the Strategic Plan must include the
materiality/significance framework, which is referred to in Treasury Regulations 28.3.1.

The specific sections of the PFMA that are relevant for the purposes of materiality are Section 50(1),
Section 55(2), Section 61(1) (c) and Section 66(1), and, with reference to significance, Section 54(2).

ISA (International Standard on Auditing) 320 (paragraph 3) and the Framework for the Preparation
and Presentation of Financial Statements, as per the International Financial Reporting Standards (IFRS)
(paragraph 30), define “material” as follows:

“Information is material if its omission or misstatement could influence the economic decisions of
users taken on the basis of the financial statements. Materiality depends on the size of the item or
error judged in the particular circumstances of its omission or misstatement. This materiality provides
a threshold or cut-off point, rather than being a primary qualitative characteristic which information
must have, if it is to be useful.”

The Oxford Dictionary defines “significant” as being extensive or important enough to merit attention.
In the development of the framework, the quantitative and qualitative aspects are considered.

7.2 Factors Considered in Developing the Materiality Framework

7.2.1 Nature of the Business

The objective of South African Tourism is to position South Africa as an exceptional tourist and
business events destination that offers a value-for-money, quality tourist experience that is diverse
and unique — thus maximising the economic potential of tourism in the country for the benefit of its
people. South African Tourism has offices in countries across the world.

In terms of funding, South African Tourism has concluded a memorandum of understanding (MOU)
with the Tourism Business Council of South Africa (TBCSA). The objective of the MOU is to provide
funding for the marketing of South Africa in certain markets that have been identified by South African
Tourism through research. Funds contributed to this operation are used solely for that purpose.
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7.2.2 Materiality Level 2016/17

The basis for calculating materiality by public entities, as per the Practice Note on Applications under
Section 54 of the PFMA (Act No. 1 of 1999) (as amended), issued on 13 July 20086, is as follows:

Audited 2015/16 Ciliilatad
% Range to be Annual Financial South African M " k l?
Element Applied Against Statements Tourism's % SSEHRY
Rand Values Utilised
(R)
(R)

Total Assets 1% - 2% 611 243941 2% 12 224 879
Total Revenue 0.5%-1% 11100915 348 0.75% 8 256 865

Surplus 2% —5% 15655534 5% 782777

7.2.3 Control and Inherent Risks
The following factors were examined in determining the materiality percentage:

e Technical competence (qualifications), skills and experience of staff engaged in the decision-
making process, including the governance structure;

e Structure of the Audit Committee with reference to the King Code on Corporate Governance;

e Appointment of internal auditors to ensure independent reports on areas of non-conformance;

e Annual risk assessment;

e Three-year internal audit plan;

e Appropriate approvals framework (delegation of authority);

e A well-structured procurement policy incorporating the relevant legislation;

e Theimplementation of an enhanced Performance Management System at South African Tourism;
and

e South African Tourism’s external audits performed by the Auditor-General.

South African Tourism is a government parastatal and is accountable to many stakeholders. Given the
fact that South African Tourism has for the past 15 financial years received an unqualified, no-
emphasis-of-matter audit report, a higher level of materiality is apt in light of South African Tourism’s
record. Approximately 89% of total revenue generated stems from government grants. As South
African Tourism is not only accountable to government but must also ensure that information is
provided on what taxpayers are receiving for their taxes, total revenue has been selected as the most
appropriate indicator for calculating materiality.

7.2.4 Quantitative Factors Considered

The level of a material deviation is assessed at 0.75% of total revenue, amounting to R8 256 865 unless
otherwise indicated. Different levels of materiality can be used and the decision to use 0.75% is based
on the fact that the total asset base of South African Tourism is not considered to be an indicator of
performance, as the organisation’s largest source of income is grants received from government, and
the revenue component is selected as a basis for the materiality calculation as the level of activity.
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7.2.5 Qualitative Factors Considered

Materiality does not only relate to the size of the elements in the financial statements. Misstatements
that are large —individually or in aggregate — may affect a reasonable user's judgment. Misstatements
may also be material on qualitative grounds. The following qualitative factors have been considered:

e Material infringement of legislation that governs South African Tourism;

® Any transaction entered into that could result in reputational risk to South African Tourism:;
Changes in key personnel and departure of key executives; and

Application of new, or changes in, accounting policy.
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7.3 PFMA and Treasury Regulation 28.3.1

Treasury Regulation 28.3.1

“For purposes of ‘material’ [Section 55(2) of the Act] and ‘significant’ [Section 54(2) of the Act], the
accounting authority must develop and agree on a framework of acceptable levels of materiality and
significance with the relevant executive authority.”

Sections 50(1) and 66(1)(c) of the Act are also considered to be applicable, and have been taken into
consideration:

Link to PFMA

Materiality

Section
50(1)

1. The accounting authority for a public
entity must —

{c) Onrequest, disclose to the
executive authority responsible for that
public entity, or the legislature to which
the public entity is accountable, all
material facts, including those
reasonably discoverable, which in any
way influence the decisions or actions of
the executive authority or that
legislature.

Both the qualitative and guantitative
considerations.

Section
55(2)

The annual report and financial statements
referred to by PFMA Sub-section 55(1)(d)
must include particulars of —

() any material losses through criminal
conduct and any irregular expenditure, and
fruitless and wasteful expenditure, that
occurred during the financial year; and

(i) any criminal or disciplinary steps taken
as a consequence of such losses, or irregular
expenditure or fruitless and wasteful
expenditure.

Part 3 defines the quantitative and
qualitative aspects that are considered for
the purposes of this section.

Losses incurred due to criminal conduct
by employees at a senior management
level.

Section
54(2)

1. Before a public entity concludes any of
the following transactions, the accounting
authority for the public entity must
promptly and in writing inform the relevant
treasury of the transaction and submit
relevant particulars of the transaction to its
executive authority for approval of the
transaction —
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(a) establishment or participation in the
establishment of a company;

(b) participation in a significant partnership,
trust, unincorporated joint venture or
similar arrangement;

(c) acquisition or disposal of a significant
shareholding in a company;

(d) acquisition or disposal of a significant
asset;

(e} commencement or cessation of a
significant business activity; and

(f) a significant change in the nature or
extent of its interest in a significant
partnership, trust, unincorporated joint
venture or similar arrangement.

All transactions to be approved by the
Executive Authority, and Treasury to be
informed.

All transactions to be approved by the
Executive Authority, and Treasury to be
informed.

All transactions to be approved by the
Executive Authority, and Treasury to be
informed.

Acquisitions or disposals that are greater
than the materiality outlined above, or of
smaller value considering all the
qualitative factors above.

All transactions to be approved by the
Executive Authority, and Treasury to be
informed.

All transactions to be approved by the
Executive Authority, and Treasury to be
informed.

Section
61(1)(c)

1. The report of an auditor appointed in
terms of Section 58(1)(b) must be
addressed to the executive authority
responsible for the public entity
concerned and must state separately in
respect of each of the following matters
whether in the auditor’s opinion —

(c) the transactions that had come to
the auditor’s attention during
auditing were in all material respects
in accordance with the mandatory
functions of the public entity,
determined by law or otherwise.

The level of a material deviation is
assessed at 0.75% of total revenue,
amounting to R8 256 865 unless
otherwise indicated.

Section
66(1)

1. Aninstitution to which this Act applies
may not borrow money or issue a
guarantee, indemnity or security, or
enter into any other transaction that
binds or may bind that institution or
the Revenue Fund to any future
financial commitment, unless such
borrowing, guarantee, indemnity,
security or other transaction —

a) isauthorised by this Act; and

100% compliance with the Act within the
ambit as set by this clause. Full disclosure
will be required for all transactions.
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b)

in the case of public entities, is also
authorised by other legislation not
in conflict with this Act; and

in the case of loans by a province
or a provincial government
business enterprise under the
ownership control of a provincial
executive, is within the limits as set
in terms of the Borrowing Powers
of Provincial Governments Act,
1996 (Act No. 48 of 1996).
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9. Definitions, Abbreviations and Acronyms

8.1 Definitions

Activities are the processes or actions that use a range of inputs to produce the desired outputs and,
ultimately, outcomes. In essence, activities describe “what we do”.

Annual Performance Plan is a plan that sets out what South African Tourism intends doing in the
forthcoming financial year and during the MTEF to implement its Strategic Plan.

Annual Report is a report that provides information on the performance of South African Tourism in
the preceding financial year for the purposes of oversight.

Audit is an examination of records or financial accounts to check their accuracy and conformity with
norms and criteria set out in advance. An internal audit is an assessment of internal controls
undertaken by a unit reporting to management, while an external audit is conducted by an
independent organisation.

Baseline is the current level of performance that the institution aims to improve on. The initial step in
setting performance targets is to identify the baseline, which, in most instances, is the level of
performance recorded in the year prior to the planning period.

Brand Equity is the value premium derived from perceptions of South Africa’s tourism brand.

Conversion Curve reflects the brand journey of a tourist from brand awareness, positivity and long-
term consideration to planning to gather information and planning to visit.

Deputy Minister refers to the Deputy Minister of Tourism.

Evaluation is the systematic and objective assessment of an ongoing or completed programme,
project or policy, and its design, implementation and results. The aim is to determine the relevance
and fulfilment of objectives, and the development of efficiency, effectiveness, impact and
sustainability. Evaluation provides information that is credible and useful - enabling the incorporation
of lessons learnt into decision-making processes.

Impact is the positive and negative, primary and secondary, long-term and short-term effects
produced by a development intervention, or the results of achieving specific outcomes such as
reducing poverty and creating jobs.

Indicator is a quantitative or qualitative tool that provides a reliable means to measure the
programme performance achieved against the stated output, and helps to assess the performance of

South African Tourism.

Input is all the resources that contribute to the production and delivery of outputs. Inputs are “what
we use to do the work”, and include finances, personnel, equipment and buildings.

Long-Haul refers to any travel by air of more than five-and-a-half hours.
Minister refers to the Minister of Tourism.

36



South African Tourism Annual Performance Plan — 2017/18

Monitoring is to a continuous process of collecting and analysing data to compare how well a plan,
programme, project or policy is being implemented against the expected results. It is a function that
uses systematic collection of data on specified indicators to provide management and stakeholders
with information on progress and the achievement of objectives.

Outcome refers to the medium-term results for specific beneficiaries that are the consequence of
achieving specific outputs. Outcomes should relate clearly to an institution's strategic goals and
objectives that are set out in its plans. Outcomes are “what we wish to achieve”.

Output means the final products or goods and services produced for delivery by South African
Tourism. Outputs may be defined as “what we produce or deliver”.

Performance is the degree to which a development intervention operates according to specified
criteria, standards or guidelines, or achieves results in accordance with stated goals or plans.

Performance Indicator is a variable that allows the verification of changes or shows results relative to
what was planned.

Performance Information in the public sector is used as a generic term for non-financial information
about government services and activities. In addition, “performance indicator” and “performance
measure” are sometimes used interchangeably. The Strategic Plan and Annual Performance Plan use
the term “performance indicators”.

Performance Standards express the minimum acceptable level of performance that is generally
expected.

Quarterly Report is a report that provides progress updates on the implementation of South African
Tourism’s Annual Performance Plan in the previous quarter — with particular reference to monitoring

delivery against performance targets.

South African Tourism is the South African Tourism Board as defined in the Tourism Act, 2014 (Act
No. 3 of 2014) (as amended), and the destination marketing organisation of the South African Tourism
Board.

Strategic Objective states clearly what South African Tourism intends to do (or produce) in order to
achieve its strategic goals.

Strategic Outcome-Oriented Goals identify areas of organisational performance that are critical to
the achievement of South African Tourism’s strategic objectives.

Strategic Plan is a plan that sets out South A Tourism’s priorities, programmes and project plans for a
five-year period, as approved by the Board and the Minister of Tourism, within the scope of available
resources.

Target is an expected level of performance or improvement required in the future.

Tourism Act means the Tourism Act, 2014 (Act No. 3 of 2014).
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Validity means the extent to which the data-collection strategies and instruments measure what they
purport to measure.

8.2 Abbreviations and Acronyms

AGSA — Auditor-General of South Africa

APP — Annual Performance Plan

CPI - Consumer Price Index

CPIX — Consumer Price Index (excluding mortgage costs)
DG - Director-General of the NDT

DTGS - Domestic Tourism Growth Strategy

ENE — Estimates of National Expenditure

GDP — Gross Domestic Product

ICCA — International Congress and Convention Association
IFRS — International Financial Reporting Standards

ISA — International Standard on Auditing

KPl - Key Performance Indicator

MTEF — Medium-Term Expenditure Framework

NDP — National Development Plan

NDT — National Department of Tourism

NT — National Treasury

NTSS — National Tourism Sector Strategy

PFMA — Public Finance Management Act, 1999 (Act No. 1 of 1999)
South African Tourism — South African Tourism

SANCB - South African National Convention Bureau
TDDS - Total Domestic Direct Spend

TGCSA — Tourism Grading Council of South Africa
TOMSA — Tourism Marketing South Africa

TTFDS - Total Tourist Foreign Direct Spend

UNWTO — United Nations World Travel Organisation
VFR - Visiting Friends and Relatives
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