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CIPRO VISION

To “position CIPRO as an innovative, customer-
focused gateway to formal economic participation.”

CIPRO aims to deliver the ultimate business entity registration experience.

CIPRO MISSION

“CIPRO is the official custodian of the legal
status of Companies, Close Corporations, Co-operatives
and Intellectual Property rights, the disclosure of such
information to stakeholders and dispute resolution on
infringements to these rights.”

In support of this mission, its CIPRO’s pay-off line is:

“Gateway to formal economic participation”

VALUES

These values form part of the changes to the culture that the organisation will
create to achieve its vision and mission. The values include:

Trust
Honesty/Integrity
Empowerment
Accuracy
Accountability
Fairess
Loyalty

Transparency
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STRATEGIC OBJECTIVES

CIPRO has identified its strategic objectives for the year 2008/09 in order to coordinate and direct the efforts of the organisation.

N
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12.
13.
14.

15.

16.

17.
18.
19.

STRATEGIC OBJECTIVE
To provide all CIPRO services online by March 2010
To monitor and measure resource utilisation by July 2008

To entrench a high-performance culture by December 2009
To focus on core CIPRO processes only by June 2011

To engineer/improve business processes by December 2010
To resolve over-utilisation of CIPRO facilities by April 2008

To improve availability of ICT systems by July 2008

To improve decision-making by December 2009

To improve customer satisfaction by September 2009

To effect legislative changes under the new Companies Act in respect of
CIPRO by December 2011

To ensure indemnity, insurance, investment and integrity by July 2009
To eradicate fraud and ensure business continuity by December 2009
To control and measure all changes to CIPRO by September 2009

To develop a quality performance culture and customer focus by March
2009

To align CIPRO's processes, information, people and systems by June
2010

To ensure CIPRO complies with its external legislative environment by
March 2011

To broaden the footprint of CIPRO's services by December 2009
To establish a central IP register for Africa by December 2010
To consolidate Intellectual Property initiatives by 2011

ACTIVITY
Enterprise Content Management (ECM)

Implementation of Organisational Performance
Management Policy

People Transformation Strategy

Outsource all non-core CIPRO processes
Enterprise Content Management (ECM)

Move relevant CIPRO resources to a new building
Stabilise ICT infrastructure

Establish Business Intelligence

Establish Customer Relationship Management
Establish CIPRO as a Commission

Establish Enterprise Security Capability

Review and enhance Risk Management Capability
Establish Change Management Capability

Review and enhance Quality Management Systems

Establish Enterprise Architecture Capability

Establish Compliance Management Capability

Decentralise CIPRO's services
Establish PAN Africa Office
Develop National IP Strategy
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CIPRO’S CORE LEGAL FRAMEWORK

TYPE DOMAIN ACT
Administer Intellectual Property 1. Patents Act, 1978 (Act 57 of 1978)
2. Trade Marks Act, 1963 and 1993 (Act 62 of 1963 and Act 194 of 1993)
8, Designs Act, 1967 and 1993 (Act 57 of 1967 and Act 195 of 1993)
4. Copyright Act, (Act 98 of 1978)
s Registration of Copyright in Cinematograph Films Act, 1977 (Act 62 of 1977)
6. Merchandise Marks Act, 1941 (Act 17 of 1941) - amended 2002
7. Intellectual Property Laws Rationalisation Act, 1977 (Act 107 of 1977)
8. Counterfeit Goods Act, 1997 (Act 37 of 1997)
9. Performer’s Protection Act, 1967 (Act 11 of 1967)
10.  Unauthorised use of Emblems Act, 1961 (Act 37 of 1961)
11.  Stem van Suid-Afrika Act, 1959 (Act 2 of 1959)
12.  Vlaglied Copyright Act, 1974 (Act 9 of 1974)
Administer Companies 13.  Companies Act, 1973 (Act 61 of 1973)
Administer Close Corporations 14.  Close Corporations Act, 1984 (Act 69 of 1984)
15.  Share Blocks Control Act, 1980 (Act 59 of 1980)
16.  Business Names Act, 1960 (Act 27 of 1960)
17.  Rationalisation of Corporate Laws Act, 1996 (Act 45 of 1996)
Administer Cooperatives 18.  Cooperatives Act, 1981 (Act 91 of 1981)
19.  Cooperatives Act, 2005 (Act 14 of 2005)
Member Treaty Operational 20.  Paris Convention Treaty
Compliance

21.  Patent Cooperation Treaty
22.  Berne Convention Treaty
23.  Budapest Treaty

24.  TRIPS Agreement Treaty

CIPRO’s core business activities are governed by the above legal framework, which is defined by the various laws, related
elements as well as international treaties.
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HIGH-LEVEL ORGANISATIONAL STRUCTURE
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CHIEF EXECUTIVE OFFICER’S OVERVIEW

The mandate of CIPRO is to ensure the registration of companies, close corporations,
co-operatives and intellectual property rights as well as regulate the disclosure of
information and dispute resolution arising from infringements to these rights. The past
year was challenging for CIPRO in the light of the global economic crisis, which to a
certain extent, impacted on its core business. CIPRO has nevertheless reached new
heights through various internal and external transformation processes, enabling it to
meet its strategic objectives in compliance with its mandate, CIPRO’S transformation
included a number of initiatives to enhance operations and service to its customers.

New Companies Bill

Although CIPRO has achieved a number of accomplishments since its inception in
2002, this year will stand out as a turning point with the new Companies Bill being
passed by Parliament. This redefines CIPRO’S framework with regard to the services it
should render. A striking feature of the new Bill is the removal of the need for a special
resolution when increasing or decreasing the number of shares in issue, reclassifying
shares or determining the rights attach to shares in a specific issue. This Bill also requires
CIPRO and Office of Companies and Intellectual Property Enforcement (OCIPE) to
merge to become a Commission within a period of 18 months of the promulgation of
the new Companies Act, 2008 (Act 71 of 2008). OCIPE is an enforcement unit which
will contribute to improve the effectiveness of the Commission.

Not only will this streamline the task of business owners, but it will also mark the next
phase of transforming business registration to new efficiency levels. CIPRO looks forward to this new development as the
dawn of a new era.

IS0 9001 Certificate — a public service benchmark

CIPRO is directing all efforts towards improving its service as a strong foundation on which to build its services to internal as
well as external customers. It was against this background that hard work commenced in 2007, culminating in the 1ISO 9001
Certification in 2008. This quality management system sets direction, ensuring that all processes are aligned with CIPRO’s
strategy to meet customers’ expectations.

Broadening CIPRO’s Footprint

In order to broaden CIPRO’s footprint, a decentralisation process was initiated and approved by the Director-General of the dti.
The primary focus was to expand access to CIPRO’s services through building and maintaining decentralised partnerships.
This led to various Service Level Agreements (SLAs) with decentralised partners being signed during the period under
review. Significant efforts have been put into improving customer service levels through these strategic partners, clients and
stakeholders. CIPRO is currently establishing a national presence in the country by strengthening its relationships with the
dti, and other Council of Trade and Industry Institutions (COTII). Some of these partners include Eastern Cape Development
Corporation (ECDC), Limpopo Economic Development Enterprise (LIMDEV), South African Post Office (SAPO), Limpopo
Business Support Agency (LIBSA), Small Enterprise Development Agency (SEDA), Department of Economic Development
and Tourism (DEDT) and Durban Chamber of Commerce.

Establishing these decentralised partnerships was a giant step towards placing CIPRO’s services at the doorstep of all South
Africans. The next phase of the decentralisation process will be to build on this success.

Information and Communication Technology (ICT)
Enterprise Content Management - building a lasting legacy

A multimillion rand tender was awarded for the implementation of an Enterprise Content Management (ECM) solution which
will completely transform CIPRO’s services to its customers. It will take CIPRO from a paper to digital processing and storage
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environment, making services accessible using web-based and mobile technology. This project is now in full implementation
mode and it is envisaged that the transformation will be completed within a period of two years years ending March 2011. At the
core of this project is the overhaul of the current legacy systems into an integrated system that is able to respond to customer
demands. The ECM is the first of its kind in the public sector and has been dubbed one of the most ambitious ICT projects
undertaken by CIPRO in recent times. It will also see increased collaboration with other sister organisations and departments
in realising integrated business registration.

Compliance Audit and Risk

The major role of the Compliance, Audit and Risk (CAR) division is to ensure that CIPRO complies with the legislation it
administers as well as legislation governed by other institutions. CIPRO subscribes to good corporate governance principles
as laid down by the King Il report and the requirements of Public Finance Management Act, Act No 1 of 1999 (PFMA) at
all levels. Generally, CAR has found CIPRO to be broadly compliant with the King Il recommendations. Where there were
lapses, additional control measures were recommended. Management has committed itself to implement additional controls
to improve governance. The audit plan was developed and implemented for the year under review. The implementation of the
plan was conducted in such a way as to minimize duplication with the Auditor-General. A Risk Register has been kept and
the implementation thereof monitored.

Intellectual Property - the future

The registration of Intellectual Property (IP) is regulated by the Intellectual Property Act, 1977 (Act 107 of 1977). The economic
downturn has resulted in financial and administrative implications for Intellectual Property offices worldwide and South Africa,
with more than 85% of patent applications filed with CIPRO coming from foreign applicants, CIPRO has not been immune to
this. In order to continuously improve the Intellectual Property registration, CIPRO participated in national and international
stakeholder forums with professional bodies.

One of the principal mandates of the World Intellectual Property Organization (WIPQ) is to offer technical assistance to developing
countries. As a signatory to this organisation, CIPRO now provides an opportunity to clients on its website to access the WIPO
website for searches regarding IP This service by WIPO includes access to and use of technological information contained in
patent documents in order to accelerate the economic, social and cultural development in developing countries. In line with
this part of its mandate, WIPO has assisted a number of developing countries and countries in transition in establishing their
national industrial property information system by providing, inter alia, expert assistance, training, and collections of patent
documents. In the new financial year we will see an even more spirited effort towards making IP one of CIPRO’s leading areas.

Efforts were also made with various countries to benchmark best practices and to discuss co-operation agreements and
future training needs. Meetings were conducted with Australian, Chinese, Korean, Indian, Mexican and Kenyan IP Offices and
Registrars from Caribbean regions. CIPRO also attended the Madrid Working Group, Standing Committee on Trade Marks
and WIPO General Assembly. The IP Patents, Designs and Copyrights Division attended PCT training in Korea and the 13th
session of the Standing Committee on Patent Law (SCP) in Geneva. Presentations were also given to Chinese and Japanese
delegations by CIPRO.

The reason why the organisation experienced a decrease in the registration of new Trade Marks is because of the fact that Trade
Mark owners worldwide choose the territories they wish to protect more carefully and only lodge applications in the countries
they really need, as Trade Mark protection is expensive. IP Offices experienced a worldwide downturn in the registration of
Trade Marks and again South Africa is no exception. Monthly statistics indicate that the worst downturn was experienced in
November 2008 and onwards.

Co-operatives

The promotion of co-operatives as an empowerment vehicle has already resulted in significant growth with around 6
000 registrations for this year which is 55% above the projected target and considered to be a major achievement. The
implementation of the new Co-operatives Act, 2005 (Act 14 of 2005) with the full implication of rolling this out nationally, took
place during the year under review. The increasing trend is expected to continue and marketing initiatives from CIPRO are
directed towards informing the broader community of the benefits of the registration of co-operatives. We expect to see more
of the co-operatives in the new financial year as a vehicle to rural and community development.
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Companies and Close Corporations

The economic downturn and the uncertainty surrounding the implementation of the new Companies Bill negatively affected the
registration of new companies during the past year; however, the registration of close corporations increased and exceeded
the projected target for the year by 5.2%. The increased interest in close corporations as a business entity may be as a result
of the corporate law reform process as well as the level of publicity this generated.

Strategic Support

CIPRO changed its approach in delivering on its mandate in developing the strategic plan for the period 2008/9 to 2010/11,
by applying business architecture principles. This ensured the alignment of CIPRO’s vision and mission to the goals and
strategic objectives of the organisation. A new organisational structure followed the strategy and the structure was designed
and implemented to support CIPRO’s strategies, to address sound corporate governance principles, and to deliver on its
mandate.

To strengthen strategic support for CIPRO and to be compliant with relevant prescripts an organisational performance
management policy was approved and will be implemented in the new financial year. The revival of the Project Management
Office is a major accomplishment in taking the organisation forward.

Capacitation of Executive Positions

In addition to the existing CIPRO executive management team (CET) which was appointed in the previous year, a further
two executive managers were appointed to strengthen the executive team of the organisation. The team now consists of the
following executive managers:

e Chief Operations Officer: Ms Melanie Bernard-Fryer

e Chief Audit Executive: Ms Tintswalo Nkuna

e Chief Information Officer: Dr Michael Twum-Darko

» Chief Financial Officer: Mr Renier du Toit

* Executive Head Strategic Support: Mr Lungile Dukwana
These appointments position the organisation appropriately to advance the progress already made in the previous years of
CIPRO’s transformation.

Finances

Financial objectives have been achieved, milestones have been met and, sound financial management principles had
successfully been applied within CIPRO to overcome the organisational challenges. A Finance Support Forum and Finance
Helpdesk have been established to provide constant support and training to all CIPRO divisions. The divisional budget
allocations were approved by the CET for the new financial year. The overall financial performance is detailed in the financial
report.

People Transformation

A People Transformation Strategy has been developed and is being implemented as a strategic initiative in order to build
emotional capital in support of the overall CIPRO Transformation Programme (CTP). Included are talent and skills retention
programmes, value institutionalisation, accelerated development, diversity management as well as employee wellness
programmes aimed at managing morale and equipping staff with tools to deal with change. One of the main aims of the
People Transformation Strategy is also the establishment of disability, race and gender representivity on all levels within the
organisation. The numerical targets indicated in the CIPRO Employment Equity (EE) Plan (2009-11) are based on cabinet targets
as well as the ethnic and gender distribution within the economically active population of South Africa. At an organisational
level, gender targets for 2008/09 have been exceeded. Satisfactory progress has been made in terms of the employment of
women in senior management positions, overall race and gender representivity within CIPRO and the employment of people
with disabilities. Although there is still a minimal gap in respect of achieving the disability target, an aggressive strategy is being
pursued to actively recruit people with disabilities.
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CIPRO’ s CET: Left to Right : Executive Head: Mr. L Dukwana (Strategic Support); Dr M Twum-Darko (CIO),
Ms M Bernard-Fryer (COO), Mr Keith W. Sendwe (CEQ), Dr Elsabé Conradie Executive Manager: (Customer
Services), Ms T Nkuna (CAE), Mr Renier Du Toit (CFO)

Key Interventions

As part of the transformation process various opportunities were identified during the period under review and these will
continue to be implemented in the new financial year.

* The stabilisation of CIPRO’s ICT systems remains a challenge in the coming period under review until the legacy
systems had been replaced;

* The transformation of CIPRO’s document management systems from a paper-based system to a digitised
document-based system for easy accessibility. The process to address this has commenced;

* Implementation of an In-house Registry (IHR) for both paper and electronic documentation in compliance with the
legal, functional and security requirements of CIPRO and the laws governing it. A feasibility study is being conducted
and the project is expected to run into the 2009/10 financial year;

* |P Patent electronic documents — The second phase of providing for the period 1987 and back has been
approved. It is anticipated that this phase will be complete within the next few months;

* Decentralising CIPRO’s services to broaden the footprint of CIPRO by making the services available. The first
phase of establishing partnerships with implementation agents has been concluded during this financial year.
Preparations for the second phase have also started.

* Move to new offices - The resolving of the over utilization of CIPRO facilities is addressed through this project and is
already in an advanced stage. The move is set to take place during the last quarter of the 2009/10 financial year and
the office space planning has already been completed; and

* CIPRO as a Commission project - The new Companies Bill that had been passed by Parliament requires that
CIPRO and OCIPE merge and become a Commission. The restructuring of CIPRO into the Commission, which
include the organisational and staff establishment, will be addressed within the next reporting period.

Conclusion

The CIPRO management team would like to thank the previous Minister, Mr Mandisi Mphahlwa, the Deputy Ministers, Dr Rob
Davies and Ms Elizabeth Thabethe as well as the Director-General of the dti, Mr Tshediso Matona, and his executive team for
their contribution in channelling CIPRO towards becoming a world leader in its field. Furthermore, we would like to welcome
the new leadership under the auspices of the Minister, Dr Rob Davies and Deputy Ministers Ms. Maria Ntuli and Ms. Thandi
Tobais-Pokolo to the dti group. The CIPRO executive team wishes to thank all managers and officials who contributed in taking
CIPRO to the next level through their hard work, commitment and dedication.

Mr Keith W Sendwe
Chief Executive Officer
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SUMMARY OF BUSINESS PERFORMANCE

CIPRO’s Services (Offerings)

1.1

Core Business

CIPRO in essence focuses on registration of and disclosure of information relating to enterprises and intellectual
property. This report is an analysis of achievements and challenges experienced by CIPRO business for the year
under review. Where possible the analysis includes the comparison with the previous year’s performance indicators
for the offerings. CIPRO’s core business includes registration of Companies, Closed Corporations, Co-operatives and
Intellectual Property (Patents, Copyright, Trade Mark and Designs) Legal Regulatory Services is responsible for the
implementation of the entire regulatory framework applicable to CIPRO.

Registration Intellectual Property

An analysis of the performance of each of the offerings is addressed in paragraphs 1.1.1 to 1.1.5 below. It mainly
focuses on new registration within the respective categories and is analysed to explain the trends. Targeted outputs and
actual performance of the offerings are tabled below. A visual presentation of the actual performance against the annual
target is displayed in figure 1 below. The analysis of the performance in this area will be based on the table and figure
1 below.

INTELLECTUAL TARGETED OUTPUTS PERFORMANCE ACTUAL PERFORMANCE
PROPERTY OFFERING INDICATORS
New Trademarks 32, 000 (8, 000 per Trend in trade marks 28, 671 -10.4% less than the projected
quarter) target.
New Patents 12, 000 (3, 000 per Trend in patents 10,190 - 15% less than the projected target
quarter)
New Designs 2,200 (550 per Trend in designs 1,952 - 11.27% less than the projected
quarter) target
New Copyright in Films 100 (25 per quarter) Trend in copyright 51 - 49% less than the projected target
New Copyright in Not quantified yet Reports on assessment This is a regulatory and advisory function
Collecting Societies for compliance and can not be quantified in numbers
Figure 1

Intellectual Property
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Trade Marks

The registration of Trade Marks is influenced by a number of variables, including Trade Mark owners wishing to protect
their Trade Marks more carefully and the price of Trade Mark trademark protection. Turnaround times for new applications
(including building, capturing, proofreading, scanning, opening paper files) are two working days and one day for
renewals from date of application. Although there was a minimal increase of 2.2% in new Trade Marks in the previous
year, it is evident that the decline for the period under review may be as a result of the impact of the global economy.
The organisation experienced a decrease of 10.4% in the registration of new Trade Marks, as Trade Mark owners now
choose their territories where they wish to protect more carefully. The projected target for the previous year was 30 000
and the total volumes received was 31 627. For the period under review the projected target was 30 000 and actual
registrations numbered 28 671. See comparative statistics for 2007/08 and 2008/09 in figure 2.
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1.15

1.2

New Patents

Based on an analysis of international trends, the volume of new patents projected for the year under review was 12
000. The total volumes lodged in the previous year was 10 830, 9.8% lower than the projected target. For the year
under review, however, the volume of expected new designs was 15% lower. This may also be influenced by greater
knowledge with regard to patents and therefore registration. Marketing endeavours to educate the community at large
will be put in place to emphasise the importance and benefits of patent registrations. The volumes of patents lodged
were also influenced by variables such as global trends, which resulted in financial and administrative implications for
IP offices worldwide, with South Africa being no exception. The majority of registrations at CIPRO come from foreign
applicants and the global financial crisis could have serious implications for an IP office like CIPRO, which is in the
process of becoming a Commission with financial self-sustainability. Although not yet alarming, CIPRO is sensitive to
global economic trends, and aggressive marketing within our own territory is a priority for CIPRO in the new financial
year. See comparative statistics for 2007/08 and 2008/09 in figure 2.

Designs

The lodgement of new designs is influenced by the fact that awareness around new designs may be lacking as
individuals are not informed about their rights to protect a design that they own. This need will be addressed through
marketing initiatives. The economic meltdown might also have contributed to the lower than expected figures. Projected
volumes for new designs in the period under review was 2 200, with performance being 11.3% lower than expected. See
comparative statistics for 2007/08 and 2008/09 in figure 2.

Copyright in Films

The lodgment of copyright in films is quite different from that for designs and Trade Marks which are purely of registration
in nature. Copyright in films is of an advisory nature rather than registration and the impact of the economic crisis cannot
be quantified in terms of financial figures. Furthermore, not much can be said in registration figures, as registration
takes place only in films, while other copyright works such as books are not subject to registration. The projected
volume for the copyright in films for this year was 104. The target was missed by 49% which may be due to the lack of
reporting in this regard as the copyright Act, 1978 (Act 98 of 197) is act is new. See comparative statistics for 2007/08
and 2008/09 in figure 2.

Figure 2

Intellectual Property Registrations Comparitive Analysis

M Target 200708

M Achievement 2007/08
Target 2006/00
Achievement 2008/09

12000 12794

12000 10830

| 2000 2298 2200 2511
100104100 - 51
s, L= 100=10e

Mew Trade Mew MEw Mew Copyright
Marks Patents Jesigns in films

Copyright in Collecting Societies

Regulations on Collecting Societies in music were only introduced in June 2006. There is no historic database that can
be used to determine trends. Accredited Collecting Societies have published tariffs for payment of royalties to users
for licensing purposes. Regulations on collective management were effectively implemented during 2008. It should,
however, be noted that CIPRO has so far succeeded in collective management of rights in music royalties, with R20
million having been collected, which copyright owners will be sharing as from the end of April 2009 subject to approval
of distribution plans by CIPRO as regulatory body.. This figure has been considered a trivial amount taking into account
that other super users, such as broadcasting corporations, have not yet discharged their statutory obligation of paying
royalties.

Registration of Co-operatives, Companies and Close Corporations

The Co-operatives Act 2005, (Act 14 of 2005), the Companies Bill of 2008 as well as the Closed Corporations Act 1984,
(Act 69 of 1984) apply to these areas of core business. This section of the report gives an overview of the implementation
of these acts in support of the creation of a gateway to formal economic participation. The growth and number of
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1.21

1.2.2

1.2.3

registered co-operatives and entities registered as well as the number of transactions processed were analysed to
determine the performance indicators for the registration of co-operatives, companies and close corporations. An
analysis on the performance of each of the categories of registrations is addressed in paragraphs 1.2.1 to 1.2.3 below.
A visual presentation of the actual performance against the annual target is in figure 3 below. An analysis of each of the
offerings follows the graph.

INTELLECTUAL TARGETED PERFORMANCE INDICATORS ACTUAL PERFORMANCE
PROPERTY OFFERING OUTPUTS
New Co-operatives 3, 900 Trend in number of entities registered 6, 504 - 55% more than the
registrations compared to previous years projected target
New Company 45, 000 Trend in number of entities registered 27, 358 - 39.2% less than the
registrations compared to previous years projected target
New Close Corporation 248, 000 Trend in number of entities registered 261, 065 - 5.2% above the
registrations compared to previous years projected target

Figure 3

Companies, CCs and Cooperatives
300000

261065
250000 — 248000

Mew Company Mew CC Mew Registration
Registraticns Registrations of Cooperatives

Co-operatives

The projected volume for the year under review was 3 500 and the actual volumes received was 6 504. The target was
therefore exceeded by 55% and this may be due to the increased focus as a community empowerment vehicle for this
type of entity. The increasing trend is expected to continue in the new financial year.

Companies

The targeted volume for the year under review for the registration of new companies was 45 000, based on the baseline
of 37 329 achieved in the previous year. However, a total of 27 358 companies were registered this year, 39.2% less than
expected, which may be related to the global economic meltdown as this area is largely related to economic conditions.
Another contributing factor may be that the registration of a company has higher administrative requirements than that
of a close corporation.

Close Corporations

Close corporations iscorporations are the most favoured form of business based on the trends that have been observed.
This is also informed by the ease of administering this form of business. This year has not been different in the sense
that the upward trend continued leading to the target (248 000) being exceeded by 5.2%. The reason that the target
was exceeded may be due to a great deal of interest in the close corporation as a business entity and as a result of the
corporate law reform process. Another contributing factor was the level of publicity received. The increase may continue
in the new financial year as a result of the corporate law reform process.

Legal and Regulatory Services

The unit is apart from their compliance and regulatory functions also responsible to ensure that law reform is aligned
with the business realities of CIPRO. The compliance and regulatory functions, registrations and lodgements of annual
returns is will first be addressed first, followed by the division’s contribution to law reform and the related functions.

The annual returns for public companies are already at full strength and the database has been cleaned up, with
dormant enterprises being eliminated. Dormant enterprises are inactive companies that do not submit annual returns
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due to their inactive status. Once these companies become active and submit their annual returns as required, their
information will be restored on CIPRO’s database. During the year under review annual returns on close corporations
were launched in order to ensure that the most reliable information exists. The growth and number of annual returns for
private and public companies as well as co-operatives and close corporations registered were analysed to determine
the performance thereof. In addition to that an analysis of name registrations, name approvals, name objections
received as well as objections finalised will also be addressed in the following paragraphs. (see 2.2 below).

21  Registrations

Name Reservations, Approvals and Name Objections

Name reservations refer to the total process of name search and name approval. The name approvals refer to the
approval of names following the name reservations and the necessary objection processes. The number of name
approvals for the year under review is 463, 541, 2.5% more than the approvals granted in the previous year. The number
of searches conducted during the same period was 471 608, 3.4% above the projected target. On the other hand,
the total number of objections received was 1, 220 and the total of objections finalised 1, 383. This figure includes
the objections carried over from the previous year. The main reason for objections originates from confusingly similar
names of businesses in the same industry or where a Trade Mark, own owed by somebody had been registered as a
business name.

2.2  Lodgement of Annual Returns
The lodgement of annual returns refers to the annual returns received from the various entities as registered by CIPRO.
Targeted outputs and actual performance of the lodgement of annual returns is tabled below. See figure 4 below for a
visual presentation of the actual performance against the annual target. An analysis of each of the offerings follows the

graph.

Figure 4
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ANNUAL RETURNS TARGETED OUTPUTS PERFORMANCE INDICATORS ACTUAL PERFORMANCE

Public Companies 3, 500 Compliance levels and deregistration and 4, 318 - 23.3% above the
distribution projected target

Private Companies 142, 000 Compliance levels and deregistration and 170,605 - 20.14% above the

Close Corporations

620, 000 annual target

distribution

Compliance levels and deregistration and
distribution

projected target.

113, 409 - 63.4% less than
projected target

310, 000
(6 month period)
Co-operatives - 800 Volume received within 180 days of end 95 - 88.12% under the
Lodgements of co-ops financial year projected target
Co-operatives de- 200 Volume received within 180 days of end 589 - 194% above the

registration

of co-ops financial year

projected target

2.2.1 Lodgement of Annual Returns for Public Companies
The target of 3 500 for lodgement of annual returns for this financial year was exceeded by 23.3%, with 4 318 annual

returns being received. This is an improvement from the previous year where there was an underachievement of 3.5%.
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The achievement can be attributed to the fact that companies became more compliant with their legal obligations in
terms of the Companies Act, 1973 (Act 61 of 1973) and other legislation. The financial stability of companies which
enable them to pay and lodge their annual returns is also a contributing factor. A marketing initiative was also instituted
by CIPRO to create a greater awareness of the importance to submit annual returns for the companies.

Lodgement of Annual Returns for Private Companies

Targeted volumes projected for the previous year was 160 000. The total volume received for the previous year was
155 112, 3.1% lower than the projected target. The projected target for the period under review was 142 000 and the
actual number received was 170 605, 14% above the projected target and therefore a major achievement. There was
no de-registration of private companies during this year. Approximately 60% of private companies have not complied in
lodging their annual returns and therefore a high increase in deregistration can be expected. The general extension in
respect of annual returns for private companies lapsed on 1 September 2007. Thereafter private companies have had
to lodge annual returns, and deregistration will only commence during the period under review.

Lodgement of Annual Returns for Close Corporations

As lodgements for close corporations only started during the year under review, no statistics with regard to the previous
year are available. The first and second quarters were pilot projects and were not taken into consideration in the
calculations for the graph. Average lodgements for the year were far less than the projected (anticipated) 310 000 and
the criteria that were used might may have been too high as there was no baseline.

Lodgement of Annual Returns for Co-operatives

Statistics for the previous year are not in line with the available statistics, no annual target was set for annual returns
and therefore a comparison with the previous year is not possible. The lodgement of annual reports did not reach the
target, not only as a result of non-compliance by co-operatives, but also due to the fact that annual returns need only be
lodged not later than within 180 days after the end of the financial year. The criterion that was used for the annual target
will have to be reviewed to be in line with the 180-day period after the end of the financial year. The fact that the target
for deregistration was exceeded by 194% is of major concern as it highlights non-compliance by the co-operatives.

Legislation, Regulations, Delegations and Policies

This division is apart from the above functions also responsible to provide input to law reform and ensure that it is
aligned with the business realities of CIPRO. During the period under review a new Companies Bill was drafted by the
dti and put through the parliamentary processes for approval. The approval and publishing of draft regulations will be
addressed in the new financial year. The division is also responsible for the following functions:

Drafting Regulations and input to Drafting Legislation

Amended corporate and Intellectual Property regulations to address the annual revision of fees includes the
development of proposed amendments to fees and the obtaining of Treasury approval for any changes in those fees.
Legislative tables reflecting current fees and proposed amendments to fees were developed and discussed with the
National Treasury, although no revision of fees was implemented during the period under review. One of the challenges
impacting on the non-finalisation in specifically obtaining Treasury approval and publishing amendments to the fees
was the compliance with legal requirements.

Cooperate with CCRD - input to Corporate Law Reform

As mentioned in the introduction of the Chief Executive Officer’'s Overview, the new companies Bill had been passed by
Parliament. The drafting of regulations of the bill will be undertaken by the Consumer and Corporate Regulatory Division
(CCRD) of the dti. The division is continuously assisting in coordinating the corporate law reform process.

Co-ordinating Revision of Delegations

Co-ordinating revision (upgrading) of CIPRO delegations as needed included the finalisation of the Financial and
Procurement Delegation which was signed off by the DG in July 2008. A delegations register is in a process of being
put in place.

Co-ordination Revision of Policies and Updating CIPRO Policy Register

CIPRO prescribes the revision of policies and the Legal Division coordinates the revision of policies on an annual basis
and is also responsible for the updating of the Policy Register. Finance and Procurement policies were updated for the
period under review and policies of other divisions will be finalised in the new financial year.
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Finance, Safety and Security Services

This division’s strategic vision is to effectively develop and provide account- and management support services as well
as financial information that meet the requirements of internal and external clients and customers of CIPRO. The broad
spectrum of the division is structured in the following six (6) categories:

Financial Accounting

This area of responsibility includes the effective and active cash management and creditor management which entail
the timeous payment of suppliers. Other functions are effective payroll management, development and maintenance
of internal control systems and the preparation of annual financial statements. The latter is reflected in the Financials in
this annual report.

Figure 5

Actual Performance against Targeted Outputs
Financial Accounting
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Management Accounting

The primary functions in this area are the submission of the National Expenditure to the dti as well as the reports for
National Treasury and the dti on the expenditure. Budget allocations to the respective divisions within CIPRO and the
monitoring of the spending, complete and accurate revenue and monthly reconciliations are also the responsibility of
this unit.

Figure 6

Actual Performance against Targeted Outputs
Management Accounting
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Supply Chain Management (SCM)

Procurement plans had have been developed to improve procurement processes by eliminating non-value adding
activities. This unit is also responsible for the preparation of financial year-end activities including assets verification
and the safeguarding thereof. A challenge in this area of responsibility is to ensure sufficient human resource capacity
in order to render effective procurement support to the organisation and to update and maintain a valid supplier
database.
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3.4

3.5

Safety, Security, Facilities Management

This unitis primarily responsible for contingency planning and disaster recovery, including business continuity planning.
Contingency, disaster recovery and business continuity plans were developed, role-players were identified and training
in this regard commenced in the period under review. The planning for the move to the new building has commenced
and 95% of the space planning has been completed, as finalising of staff figures for CIPRO becoming a Commission
has delayed the final floor-plan layouts. Facilities-related contracts were secured for the first six months of the new
financial year.

Figure 7

Supply Chain Management Services
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Financial Support to Internal- and External Stakeholders

The financial support function for internal stakeholders includes effective advice and assistance to all business units
as well as monthly Finance Support Forums. Financial support to external stakeholders entails the management of
the account for CIPRO’s income and expenditure to the Auditor-General, National Treasury, Parliament, SCOPA and
ultimately to the general public. In addition, the unit attended to the Auditor-General's requests and facilitated responses
to preliminary audit queries.

Figure 8
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Human Capital

A revised organisational structure was approved in the last quarter of 2008. This structure is associated with a process
of addressing current staff, contract worker and temporary worker issues, filling of vacancies and the creation of
strategic capacity to implement and sustain the strategic direction. This unit is responsible for CIPRO’s HR Plan, which
was approved and submitted to the Auditor-General for auditing. Constraints that influenced the actual performance
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were the pending commission vsersus. budget constraints as well as the high vacancy rate of 21% due to the challenges
of office space and furniture. Another important function is the management and administration of leave, and the unit
managed to address the absenteeism rate which was 7.3% for the year under review. The management of employee
benefits was also conducted successfully by the unit, quarterly audits were performed and unqualified audit reports
were received.

Human Resource Development

The focus in this division was specifically directed to impact on staff retention, development and the general wellbeing
of CIPRO’s staff. The review of the performance management system took place and performance management
agreements were put in place to be in line with the strategic initiatives and business plan objectives and were effectively
managed. Training was a strong focus point to ensure that the necessary training and re-training could be done to
ensure efficiency and multi skilling. Specific areas of expertise in the organisation have been identified and equipped
with sufficient skills. Three areas for improvement were identified to be in line with the business plan objectives; these
areas were Talent and Skills, Diversity Management and Employee Health and Wellness. These areas were managed
effectively and details thereof willare be addressed in the HR Oversight Report. Three areas for improvement were
identified to be in line with the business plan objectives; these areas were Talent and Skills- Diversity Management
and Employee Health and Wellness Programme. These areas were managed effectively and details thereof will be
are addressed in the HR Oversight Report. A visual presentation of activities in the Talent and sSkills and Diversity
Management is displayed in figure 9 below.

Figure 9
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A visual presentation of the activities within the Employee Health and Wellness Programme is displayed in figure 10
below.

Figure 10

Employee Health and Wellness Programme
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Although the measurement of performance in these areas, which is mainly a support and human resource development
function, were difficult to link to percentages the overall performance in this unit was outstanding.
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6.1

6.2

A visual display of the activities within the Diversity Management area can be seen in figure 11 below.

Figure 11

Diversity Management
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Strategic Support Division
The Strategic Support Division consists of four components: Total Quality Management, Organisational Performance,
Project Management and Governance Administration. (The latter component is in a process of implementation.)

Total Quality Management (TQM) is an integral focus in all functions in the organisation and the TQM strategy is aligned
with CIPRO strategic objectives. Two important requirements were strived for; firstly instilling confidence amongst
customers in CIPRO’s ability to deliver the desired service consistently to meet customer needs and expectations and
secondly, meeting the organisation’s requirements, both internally and externally, at an optimum cost with efficient use
of our available resources (human, materials, technology and information).

Organisational Performance

To strengthen strategic support to be legislatively compliant in terms of strategic support to CIPRO a performance
management framework and reference model was developed and an organisational performance management policy
was approved. The implementation of the policy will commence in the first quarter of the 2009/10 financial year and
is directed towards the embedding of a performance culture within the organisation. Performance indicators and key
performance areas will be developed strengthened and linked to the individual performance development agreements
Performance management capability was acquired and performance management awareness was continuously created
through communication, feedback and marketing of the endeavors of this unit. A Senior Manager was appointed in the
third quarter; the unit will be further capacitated in the new financial year.

6.3 Project Management

The revival of the Project Management Office took off in the second quarter of the year under review. A Senior Manager
was appointed in this office and a process to build capacity, cultivate and embed a Project Management culture within
CIPRO was initiated. Corrective action was taken to ensure effective project management and the availability of project
documentation for the 2009/10 financial year as per methodology requirements. Duplication in project information has
been cleaned and alignment of all projects to the strategic objectives has been completed. The project portfolio register
has been developed and the portfolio is constantly being monitored.

Compliance Audit and Risk

Areporton organisational risks is included in the Annual Annual Plan Report and the focus areas of this division will be are
briefly addressed. The focus in this area is to reduce the risks, weaknesses, fraud and corruption within the organisation.
Continuous feedback of how the risks were reduced or eliminated is given through risk committee meetings and Audit
Committee meetings and a recovery plan was implemented for operational issues. Quarterly audits were conducted
and reports forwarded to the Audit Committee. Control weaknesses identified were reported to management with
identified areas for improvement. Annual review of effectiveness of internal controls was also reported to the audit
committee. There was general compliance with Corporate Governance although certain governance committees that
were established were not fully functional; this, however, had no effect on the performance of this division.
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Business Relations, Marketing and Communications (BRMC)

Customer Services

The main focus in this area of responsibility is to build and maintain partnerships and focus was placed on decentralised
partnerships. Various Service Level Agreements (SLA's) with decentralised and other partners were signed during the
period under review. Significant efforts have been put into improving customer service through strategic partners,
clients and stakeholders. Bilateral meetings were held with various countries regarding agreements and training
initiatives. CIPRO is in a process of establishing a national presence in the country by strengthening the its relationships
with the dti, and other COTII institutions. These partnerships enabled CIPRO to have national presence in all nine
provinces. The decentralisation approach was approved by the DG of the dti and a diagram of the decentralisation
partnership context model is illustrated by the figure below.

Figure 12
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Customer Services (Marketing)

An important focus area of this division is the creating of awareness of CIPRO products and services through various
marketing campaigns. A process of awareness and customer education through the road shows, exhibitions, awareness
campaigns and TV- and video-based education will continue to sensitise customers about CIPRO products and how to
make use of them ultilise it. Existing relationships with stakeholders both international and local will be maintained and
additional relations built where needed. These would include the international registry forums and associations CIPRO
is part of, organised business and other government structures. The forums offer useful benchmarking opportunities
and feedback to be used in ensuring that CIPRO stays on the forefront.

Internal Communication

Another focus area of this division is Internal Communication which takes place through the following mediums:

* Internal magazine (LISO) — Distributed every quarter to increase awareness and knowledge of staff on CIPRO
developments and to create a culture of participation.

* E-communication - Continuous on a daily basis via e-mail notifications.
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* General staff meetings. Feedback from staff members requires special attention to be given information about new
developments and continuous coaching.

e Events calendar. Events calendar compiled and completed for past year.

* Media monitoring. Monitoring SA was appointed to monitor CIPRO appearances in the media. Daily and monthly
reports submitted.

* CIPRO website reviewed and continuously updated. Several notices were placed on the website to inform customers
of CIPRO developments.

9 Information and Communication Technology

This division is responsible for the management of most of the special projects within CIPRO such as the Enterprise
Content Management (ECM) and IP on- ILine. ECM is a major endeavour which will enable CIPRO to improve its
information and communication services to internal and external customers and to be on the forefront of technology
that can be compared to similar organisations worldwide. The duration of the project is 24 months and during the
development of the project the biggest challenge for this division is to deal with legacy infrastructure which is difficult to
administer. Infrastructure stabilisation services are rendered continuously and legacy systems in some areas of CIPRO
had been assessed, architected and alternative solutions and technologies examined to determine long-term systems
direction for these areas. ICT monitoring tools were enhanced to assist in constant monitoring of both hardware
and software to ensure that appropriate action is taken in advance and optimal usage is obtained. By upgrading
software and hardware capability and capacity, coupled with the establishment of high-performance external web
services ensure that the organisation is able to deliver the needed electronic based services efficiently and roll out other
initiatives.

Infrastructure availability has improved significantly in the year under review. Another challenge that the division
experienced was the lack of human resource capacity and it had to rely on the services of external consultants, which in
its own way contributed to lack of continuity, transfer of knowledge was neglected and it was costly for the organisation.
This problem has been overcome and the capacity within ICT has been extended through the appointment of permanent
employees in critical vacant positions. See table below:

2007/08 2008/09
Staff Compliment 85 35
Consultants 28 14
Permanent Staff 07 14
Vacant 0 07
Total Cost R23 million R15 million

Figure 13
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10.1

10.2

10.3

Actual shows CIPRO’s infrastructure availability which was at an average of 99.9% as opposed to the Target which is at
95.00%. The low availability of the backup server was due to hardware being technologically obsolete. This problem is

being resolved through a tender process to acquire new hardware.

PERFORMANCE OF PROJECTS IN THE PERIOD UNDER REVIEW

The Project Office took the responsibility to align projects with the four strategic imperatives of the organisation and to
direct the projects towards accomplishing the objectives of CIPRO.

Strategic objective 1

Projects registered which are directed towards strategic objective 1, which is “The Provision of Value-added, Effective
and Efficient Service Delivery” are the following:

e E-CIPRO;

* Performance Management Capability;

* People Transformation Capability;

* New Office Move;

* Business Intelligence Capability;

*  CRM Capability; and

» Stable ICT Capability

Detail of individual performance on the abovementioned projects is indicated in figure 14.

Figure 14

Delivery against Strategic / Change Goal 3: To establish and entrench enterprise govermance
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Strategic objectives 2

“CIPRO as a Commission” is the only project directed toward, which is “To Implement New Relevant Legislative
Changes”. was “CIPRO as a Commission”. However, this project was not commissioned for implementation in 2008/9
financial year and the approved allocation for this project is 2009/10 — 2011/12 MTRERF, due to legislation coming into
effect in financial years to come.

Strategic objective 3

Projects in the category of “Establishing and Entrenching Enterprise Governance”, were classified under the “Institutional
Transformation” leg of the CTR These projects are the following:

* Enterprise Security Capability; *  Risk Management Capability;

* (Change Management Capability; * Enterprise Architecture Capability;
* Business Continuity and Disaster Recovery; ¢  Total Quality Management;

e Compliance Management; and *  Corporate Governance

Detail of individual project performance against is illustrated in figure 15 below.
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Figure 15

Delivery against Strategic / Change Goal 3: To establish and entrench enterprise govermance
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10.4 Strategic objective 4
Projects to “Establish and Ensure Broad Geographical Access to CIPRO Services” (strategic objective 4), didn't
progress as anticipated, but are a priority in the new financial year. Projects referred to in this category are the following:
¢ Decentralisation; e Pan African IP Office;
* National IP Strategy; and * [P Online.
Detail of individual project performance against illustrated in figure 16 below.

Figure 16

Delivery against Strategic / Change Goal 4:
To establish and ensure broad geographical access to CIPRO services
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11 Conclusion

Detail information on the performance of each of the core business units as well as the support and other functions can
be seen in Annexure 1, which depicts the programme performance report for the reporting period.
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Accounting Officer’s Responsibility for the Annual Financial Statements
for the year ended 31 March 2009

The financial statements for the 2008/09 financial year are prepared in accordance with South African Statements of Generally
Accepted Accounting Practice (SA GAAP) and incorporate disclosure in line with the accounting philosophy of the entity
and the requirements of the Public Finance Management Act 1999 (Act no 1 of 1999). The financial statements are based on
appropriate accounting policies consistently applied and supported by reasonable and prudent judgments and estimates.

The accounting officer is responsible for the preparation and integrity of the financial statements and related information
included in the Annual Report. In order for the accounting officer to discharge these responsibilities, as well as those bestowed
on him in terms of the Public Finance Management Act and other applicable legislation, he has developed, and maintains, a
system of internal controls.

The internal controls include a risk-based system approach of internal accounting and administrative controls designed to
provide reasonable, but not absolute, assurance that assets are safeguarded and transactions executed and recorded in
accordance with generally accepted business practices, as well as the entity’s policies and procedures. Trained and skilled
personnel with an appropriate segregation of duties implement these controls. Monitoring of these controls includes a regular
review of their operations by the Accounting Officer and independent oversight by an audit committee.

The Auditor-General, as external auditor, is responsible for reporting on the financial statements.

The Accounting Officer approved and signed the annual financial statements for the year ended 31 March 2009, as set out
on pages 41 to 61.

Mr T. Matona
Director-General (Accounting Officer: CIPRO)
10 September 2009
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REPORT OF THE ACCOUNTING OFFICER

Financial Statements for the year ended 31 March 2009

The financial year ending 31 March 2009 was an extraordinary year for CIPRO in many ways. With sound financial management
principles and proper financial controls introduced, CIPRO received an unqualified audit report for the previous two financial
years. With the basic financial management controls in place CIPRO in 2008/2009 started to focus on the other institutional
transformation imperatives.

These related to:
» Structural review and filling of vacancies with the right people with the right skills.
* Implementing performance management, both individual and organisational.
* Implementing improved internal controls and corporate governance.
* Reviewing and improving ICT Infrastructure, stability and bandwidth.
* |Implementing electronic initiatives to improve access by clients.
* Implementation of a quality management system with ISO 9001:2000 certification.
» Establishing a customer service culture with specific initiatives.
* Preparation for decentralisation of specific functions to ensure availability and accessibility of certain services
nationally.
e Implementing skills development programs.
* Business continuity (disaster recovery).
* Elimination of backlogs and improvement of turnaround times.

The 2008/2009 financial year is also where the global economic slowdown developed into a fully blown economic and
development crisis with far reaching consequences for the economic fortunes of South Africa. As South Africa is experiencing
the negative impact of the global economic slowdown CIPRO needs to evaluate its position within a changing economic,
legislative and institutional environment.

As part of this process CIPRO needs to understand the challenges it faces and to develop strategies and programs to deal
with these issues. It becomes increasing clear that an effective response to this crisis requires greater co-operation amongst
partners in the public and private sectors.

In this regard CIPRO plays a major role and needs to ensure that it provides processes for the creation of companies in line
with government’s economic and service delivery mandate in an effective and efficient way.

GOVERNANCE REPORT

The underlying principles of corporate governance that CIPRO follows are the values, ethics and commitment of best business
practices. CIPRO as a trading entity within the dti reports directly to the Director-General as the Accounting Officer for the
organisation.

CIPRO Committees

CIPRO has established the following governance committees:
Audit Committee

The Audit Committee established on 29 October 2002, is constituted in terms of the PFMA, Treasury regulations and sound
corporate governance practices. The main responsibilities of the Audit Committee are set out in its Audit Charter, which is in
line with those prescribed in the Treasury Regulations to the PFMA. It plays a key and proactive role in overseeing, monitoring
and advising management and internal audit in conducting audits. It further ensures accountability on the part of management
as well as internal and external auditors. Additional functions of the Audit Committee are to monitor risk areas, to evaluate
internal controls and monitor the implementation of corrective measures by management.

For the 2008/09 financial year the Audit Committee met on the following dates:

« 23 May 2008
29 July 2008
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e 30 October 2008
* 10 March 2009

The composition of the Audit Committee for the Financial Year ending 31 March 2009 was as follows:

NAMES OF MEMBERS ROLE NUMBER OF MEETINGS MEETINGS ATTENDED
Mr. AC Coombe Chairperson - Independent 4 4
Mr. L Yanta Member - Independent 4 3
Mr. DA Braithwaite Member - Independent 4 4
Mr. T Matona Director General: the dti 4 1
Mr. KW Sendwe Chief Executive Officer: CIPRO 4 2

Risk Management

The purpose of the Risk Management Committee is to review corporate risk management and control processes and to
monitor key strategic risks identified in the organisation. The primary role of the Risk Management Committee is to assess and
monitor risk management within the organisation. The committee also monitors the implementation of audit recommendations
regarding management action to mitigate identified risks.

For the 2008/09 financial year the Risk Management Committee met on the following dates:

* 15 May 2008

e 17 July 2008

* 20 October 2008

e 24 February 2009

The composition of the Risk Management Committee for the Financial Year ending 31 March 2009 was as follows:

NAMES OF MEMBERS ROLE NUMBER OF MEETINGS MEETINGS ATTENDED
Mr L Yanta Chairperson - Independent 4 4
Mr KW Sendwe Chief Executive Officer: CIPRO 4 2
Ms T Nkuna Head: Compliance, Audit and Risk 4 4
Mr ER du Toit Chief Financial Officer 4 3
Mrs M Bernard-Fryer Chief Operating Officer 4 2
Dr M Twum-Darko Chief Information Officer 4 3

REVIEW OF OPERATING RESULTS

During the financial year under review CIPRO made substantial progress in achieving its objectives. Below are some of the

highlights for the 2008/2009 financial year:

* All the preparations to accede to Madrid Agreements/Protocol for Trademarks are completed.

*  The Disqualified Directors Register was implemented and is functional.

*  The decentralisation project is 90% complete and has improved service delivery especially to rural areas.

* Implementation of New Co-Operatives Act and the attendant system implementation was completed.

* CIPRO Transformation Projects (CTP). A project for the replacement of all the old legacy ICT systems started in 2008/2009
that will ensure that service delivery to clients will be substantially improved.

e Obtaining ISO9001: 2000 accreditation from the South African Bureau of Standards.

*  The recruitment of well qualified and experienced executive and senior management is 70% complete.

e Annual returns for Close Corporations (CC's) were implemented and operational.

Deviation from Accounting Standards — Annual Return Revenue
The financial statements for the 2008/09 financial year are prepared in accordance with South African Statements of Generally
Accepted Accounting Practice (SA GAAP) except for the recognition of Annual Return revenue on a accrue basis for the

reasons as set out below.

The Accounting policy of CIPRO states that: See next page.
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“Revenue on annual returns is recognised on the cash basis due to the nature of the services rendered. Companies
liable for paying annual returns are not considered as debtors but are deregistered on failure to pay the due fees.”

CIPRO from the inception of Annual Returns accounted for the actual revenue on a cash basis for the following reasons:

Section 173 of the Companies Act provides that all companies must lodge an Annual Return with the Registrar of Companies
together with the prescribed fee. It further requires that this return must be lodged every year, by no later than the end on the
month, which follows upon the month within which the anniversary of the company’s incorporation occurs. In order to enable
outstanding prescribed fees for un-submitted annual returns to be classified as debts owing to CIPRO, a legal claim in respect
of those monies needs to be established against the defaulting companies together with the prescribed fee.. This is not
possible as the default is not non-payment of the fee but non-submission of the annual return.

Section 176 of the Companies Act is a Legislative Mechanism by which the Registrar of Companies may notify defaulting
Companies of their failure to comply with the lodgement of annual returns or other documents. CIPRO only has a right to the
annual return revenue if it can establish a claim in law in respect thereof. If a claim could be established such a claim should
also be enforceable in a court of law. This is not the case with outstanding annual return revenue.

The fee for annual returns is a sui generis type of fee (only example of its kind) and the accounting policy adopted by
CIPRO in respect of annual returns, is the only practical and logical policy for the circumstances.

CIPRO cannot determine the rand amount of debtors, as the fees payable by private companies are determined on a sliding
scale based on turnover and turnover is not able to be established with any accuracy prior to submission of the annual
returns. For public and external companies a flat rate of R4, 500.00.

The accounting treatment of Annual Return Revenue is based on the fact that there is currently no standard within IFRS or South
African Statements of Generally Accepted Accounting Practice (SA GAAP) that specifically deals with revenue from
non-exchange transactions.

CIPRO has engaged with the office of the Accountant-General, regarding the seeking of an exemption from the SA GAAP
accounting standard by CIPRO, as far as its revenue recognition reporting is concerned, due to the nature of the Annual Return
fee system.

CIPRO will furthermore be consulting with the office of the Auditor-General on an ongoing basis as regards the methodology
being applied by CIPRO as far as debtor management is concerned, in order to properly align its accounting policy and
reporting, with the revenue recognition requirements in terms of SA GAAR

Review of Financial Results

The accounting treatment of annual return revenue is based on the fact that there is currently no standard within IFRS or
South African Statements of Generally Accepted Accounting Practice (SA GAAP) that deals with revenue from non-exchange
transactions.

CIPRO is entirely self-funded from levies and fees charged for the services it renders to its clients. For the year under review the
global economic crisis did not materially impact on the revenue generated and the total income of R316, 1 million exceeded
the 2008/2009 revenue budget by R17, 6 million. It is however expected that the economic slowdown will impact on the future
income potential. In this regard CIPRO will adjust its business plans in order to ensure sustainability.

A graphical presentation of the total financial results is shown below:

Operating Results 2008/09
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The overall operating results for the year ending 31 March 2009 were as follows:

DESCRIPTION BUDGET 2008/09 ACTUAL 2008/09  VARIANCE ACTUAL/  ACTUAL 2007/08
BUDGET

R’MILLION R’MILLION R’MILLION R’MILLION
Income
Operating Income 298,4 316,0 17,6 277,7
Other 2,4 43 19 0,3
Interest 10,0 48,4 38,4 30,0
TOTAL 310,8 368,7 57,9 308,0

Expenditure

Operating expenditure 395,6 227,9 167,7 181,6
Closing surplus (84,8) 140,8 225,6 126,4
TOTAL 310,8 368,7 57,9 308,0
Income:

The actual operating income for CIPRO increased by 13, 8% from 2007/08. This can be attributed to the stricter controls
instituted for the collection of annual return fees.

The following graph indicates the break down of income per income source:

Operating income 2008/09

Disclosura Companies Intallectual
Corp Property

Analysis of Operating Income (excluding other income such as Interest Received)

INCOME BUDGET ACTUAL VARIANCE / BUDGET ACTUAL
2008/09 2008/09 2008/09 2007/08

R’MILLION R’MILLION R’MILLION % R’MILLION

Share Capital 12,5 16,4 39 31,2 12,6
Annual Returns 152,4 166,7 14,3 9,4 138,2
Corporate Information 16,6 21,0 4,4 26,5 16,7
Companies and Close Corporations 74,5 70,9 (3,6) (4,8) 69,9
Intellectual Property 42,4 41,0 (1,4) 3,3 40,3
Total 298,4 316,0 17,6 59 277,7

Analysis of revenue:

From the table above it will be noted that the total of all revenue streams exceeded the year to date budget for the reporting
period. This can be attributed to the positive reaction by companies in respect of Annual Returns that exceeded the budget with
R14, 3 million. Revenue related to Cooperatives is not recorded separately and is included in the total revenue for Companies.
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The impact of the slowdown in the economy impacted on the revenue growth in the last quarter of the reporting period. This is
evident in the negative revenue performance of Companies, Close Corporations and Intellectual Property against the budget.
It is expected that the impact will deepen during the 2009/2010 financial year. For the 2009/2010 financial year it is however
expected that any negative impact from the economic slowdown on Company and Close Corporation registration activities will
be mitigated by the positive response to the implementation of annual returns on 1 September 2008 for Close Corporations.

Expenditure:
The graph below indicates the break down per main expenditure group.
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Analysis of Operating Expenditure (excluding special initiatives)

Employee costs under spent for the financial year under review by R20, 1 million and this is due to a number of vacancies only
filled during the last quarter of the financial year. Most of the other operating expenditure categories realised a small savings for
the financial year. The biggest under spending is realised against the special initiatives budget.

Special Initiatives

* Inorder to improve service delivery a number of institutional transformation initiatives were approved as part of achieving
the strategic objectives of CIPRO. In this regard a total amount of R420 million was allocated toward these initiatives.

e Although the performance against the budget is lower than expected many of the projects are inter-dependant and the
actual expenditure will follow in the 2009/2010 financial year.

Actual: Total Opex (excluding special projects) vs Employee Cost

From the graph it will be noted that employee cost is the largest expense group and this reflects the nature of the business of
CIPRO namely that of a service-orientated organisation. The increase in employee cost for the past two financial years is due
to the development of a new organisational structure that is aligned to the strategic objectives, the development of a sound
management structure and a commitment to filling of these positions with qualified and skilled persons. It is expected that the
employee cost will increase during the next financial year. In terms of the new Companies Act additional regulatory functions
will be introduced that will require more human resource capacity.
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INFORMATION AND COMMUNICATION TECHNOLOGY (ICT)
Strategy

The ICT strategic plan for the MTEF of 2008/09 was the creation of a unique and valuable position involving a different set of
activities. The plan provides unique input into the core strategic direction of CIPRO and interprets the potential for technology to
transform the business, drive innovation and spur growth. The plan mapped out the gaps between the organisations business
growth and sustainable agenda and its ICT capability. At the same time not becoming “a reactive cost-cutter” but a proactive
advocate of how and where the application of ICT can create CIPRO’s business values of tomorrow.

Strategic Project: Enterprise Content Management (ECM)

A number of projects were approved in terms of the ICT strategy. For the 2008/2009 financial year the focus was on the
acquisition and implementation of an Enterprise Content Management (ECM) solution based on Service Oriented Architecture
(SOA) principles. The solution is to replace current CIPRO inflexible and non-integrated (legacy) business applications (i.e.
Computron, ERMS, Ptolomy and IP Online).

These high maintenance cost systems have many gaps and due to their poor architecture, non-normalised database and weak
access facilities, CIPRO is hindered in addressing the following challenges:

e The challenge to promote and sustain decisive leadership, create stability, grow revenue and reduce operational cost and
embrace the new Companies Act.

e The challenge to improve registration processes i.e. professional, prompt and appropriate service.

e e-IP - e-learning for national awareness and education on IP as a means to drive innovation, job creation and reduce
poverty.

e The challenge to make registration forms more relevant to the needs of the South African economy and improves data
quality.

e The challenge to reach out to more potential CCs to submit annual returns — introduction of “value-add” incentives to
companies to submit annual returns — e.g. value-add loyalty plan.

The following major benefits are to be expected after the complete implementation of the ECM solution:

*  Online “name availability” search using meaning based computing algorithm.

*  The use of mobile phones and landlines to transact business with CIPRO.

*  Online verification and authentication of all accounting agents/officers.

*  Notification to Directors of companies and cooperatives, and members of CCs of all changes to company information.
* A24hour, 7 days a week contact centre for CIPRO ensuring round the clock services to our client base.
* 24 hour, 7 days a week online registration services for companies and cooperatives.

*  Online filing of statutory and procedural documents or forms.

*  Online fee enquiry, payment services and service request status inquiry services.

*  Non-compliance reports relating to filing, annual returns, reporting, etc.

*  Significant reduction of company incorporation.

*  Expectation of over two million concurrent users per second across the world using the CIPRO website.
*  Access to over 700 million pages of digitised company paper records.

*  Online access to IP bibliography, abstracts, online access and searches for registered trademarks.

Innovation and integration

CIPRO seeks not only to improve its products and services, but also its business processes, management systems, policies
and core business models. To accomplish that, CIPRO will continue to seek to integrate advanced technology using the new
ECM solution far deeper into its operations.

ECM Investigation

A tender for the implementation of an Enterprise Content Management system to the value of R153 million was awarded in the
period under review. In this regard an amount of R56 million has been spent in the 2008/2009 financial year. Subsequent to the
awarding of the tender a number of allegations of irregularities regarding the procurement of the ECM solution was received
by CIPRO. Management due to the nature of the allegations requested the Auditor General of SA to conduct an investigation
into the procurement of the ECM solution. At the time of finalising the financial statements and audit the investigation was still
in process.
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HUMAN RESOURCE MANAGEMENT

The 2008/2009 financial year was characterised by CIPRO making great strides in terms of stabilising its management core by
the filling of critical executive and senior management positions. The appointment of senior managers has gone a long way in
terms of ensuring the leadership capacity to drive its identified strategic imperatives.

Significant appointments and terminations:

The following senior appointments were made in the year under review:

*  Ms MT Nkuna was appointed Executive Manager: Compliance, Audit and Risk on 14 April 2008.
*  Mr L Dukwana was appointed Executive Manager: Strategic Support on 1 January 20009.

No senior management resignations occurred in the year under review.

CIPRO is currently in the process of redesigning its organisational structure in response to becoming a Commission and
fulfilling new functions as specified by the new Companies Act. In this regard, a People Transformation Strategy is actively
pursued in order to build the required emotional capital in support of the overall CIPRO Transformation Programme (CTP). This
programme delivered substantial results in terms of ensuring that our demographic composition reflects the diversity within
the broader South African population; aligning people performance to the organisational strategy. This is in order to manage
performance for results; creating a learning organisation through competency development; attracting and retaining critical
skills; enhancing employee health and well-being as well as the institutionalisation of CIPRO’s core values.

In the 2009/2010 financial year, the key focus will be on leveraging the positive shifts that have occurred in terms of our “Best
Company To Work For” Survey results and to engage in intensive change management interventions as a critical determinant
of organisation transformation. In order to achieve our Human Capital vision of “Excellence in People Transformation and
Business Partnership for a High Performance CIPRO”, employee involvement becomes crucial in decision-making in order
to inspire staff to own the culture, business goals and strategic imperatives of CIPRO.

Mr. T. Matona
Director-General (Accounting Officer: CIPRO)
10 September 2009
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REPORT OF THE AUDIT COMMITTEE

for the year ended 31 March 2009

We present our report for the year ended 31 March 20009.

AUDIT COMMITTEE MEMBERS AND ATTENDANCE

The Audit Committee, consisting of the members listed below, convened four times during the year under review, in terms of its
approved terms of reference. There were no changes to the composition of the Audit Committee during the year under review.
Name of Member Number of meetings attended

Independent Non-Executive Members

Mr. A C Coombe (Chairperson) 4
Mr L Yanta 3
Mr. D A Braithwaite 4

Executive Members — ex officio

Mr. T Matona (Director-General) 1
Mr KW Sendwe (Chief Executive Officer) 2

The Director-General has ensured adequate representation on his behalf for meetings that he could not attend, due to urgent
requests from the Minister.

AUDIT COMMITTEE RESPONSIBILITY

The Audit Committee reports that it has complied with its responsibilities arising from section 38(1)(a) of the PFMA and
Treasury Regulations 3.1.13. The Audit Committee also reports that it has appropriate terms of reference in the form of its
Audit Committee charter, has regulated its affairs in compliance with this charter and has discharged all its responsibilities as
contained therein.

EFFECTIVENESS OF INTERNAL CONTROL

The systems of internal control are designed to provide cost effective assurance that assets are safeguarded and that liabilities
and working capital are efficiently managed.

From the various reports of the Auditor-General of South Africa and the Co-Sourced Internal Auditors, the Audit Committee
noted that no significant or material non-compliance with prescribed policies and procedures have been reported. In line
with the PFMA, Internal Audit provides the Audit Committee and Management with assurance that the internal controls are
appropriate and effective. This is achieved by means of an appropriate quarterly tracking process, as well as the identification
of corrective actions and suggested enhancements to the controls and processes. During the forthcoming year, the Audit
Committee will monitor instances of control weakness identified during the financial year ended 31 March 2009.

A separate Risk Management Committee manages and monitors the assessment and control of risk on a prioritized basis

throughout the organisation. The Internal Auditors use this risk control framework to prepare their audit coverage plans and to
undertake audit work in the higher risk areas identified.
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QUALITY OF MANAGEMENT REPORTS

The Audit Committee is satisfied with the content and quality of the quarterly reports as prepared and issued by Management
during the year under review in terms of the PFMA.

EVALUATION OF FINANCIAL STATEMENTS
The Audit Committee has:

* Reviewed and discussed with Management the audited annual financial statements to be included in the annual
report;

* Reviewed the Auditor-General of South Africa’s management letter and Management’s response thereto;

* Reviewed the appropriateness of accounting policies and practices;

* Reviewed significant adjustments resulting from the annual audit.

The Audit Committee concurs with and accepts the audit opinion of the Auditor-General of South Africa on the annual financial
statements and recommends that the audited annual financial statements, read together with the report of the Auditor-General
of South Africa, be accepted.

A C Coombe
Chairperson of the Audit Committee
10 September 2009
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL STATEMENTS AND
PERFORMANCE INFORMATION OF THE COMPANIES AND INTELLECTUAL PROPERTY REGISTRATION
OFFICE FOR THE YEAR ENDED 31 MARCH 2009

REPORT ON THE FINANCIAL STATEMENTS

Introduction

1.

| have audited the accompanying financial statements of the Companies and Intellectual Property Registration Office
(CIPRO) which comprise the balance sheet as at 31 March 2009, and income statement, the statement of changes in
equity and the cash flow statement for the year then ended, and a summary of significant accounting policies and other
explanatory notes, as set out on pages 41 to 61.

The accounting officer’s responsibility for the financial statements

2.

The accounting officer is responsible for the preparation and fair presentation of these financial statements in accordance
with the South African Statements of Generally Accepted Accounting Practice (SA Statements of GAAP) and in the manner
required by the Public Finance Management Act, 1999 (Act No. 1 of 1999) (PFMA) and for such internal control as the
accounting officer determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

The Auditor-General’s responsibility

3.

As required by section 188 of the Constitution of the Republic of South Africa, 1996 read with section 4 of the Public Audit
Act, 2004 (Act No. 25 of 2004) (PAA), my responsibility is to express an opinion on these financial statements based on
my audit.

| conducted my audit in accordance with the International Standards on Auditing read with General Notice 616 of 2008,
issued in Government Gazette No. 31057 of 15 May 2008. Those standards require that | comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my audit opinion.

Basis for qualified opinion
Revenue

Section 173 of the Companies Act requires companies to lodge their annual returns to CIPRO within one month of the
company year end together with the prescribed fee. Furthermore, section 176 of the Companies Act makes provision for
CIPRO to enforce companies to comply with the provisions of the Act. CIPRO’s accounting policy of recognising revenue
from annual returns on a cash basis is not consistent with the substance of the transaction and the accrual principle
determined in the framework of SA Statements of GAAP CIPRO has only recognised revenue for those companies
who submitted their annual returns during the annual year and not for all companies who were liable to lodge a return.
Consequently revenue, accounts receivable, accumulated surplus and the corresponding figures are understated. | was
not able to quantify the understatement, due to the company database of CIPRO not being completely updated with
information on companies that should have been de-registered as well as the annual return revenue system not being able
to operate as a debtor’'s management system.
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Opinion

8. In my opinion, except for the effects of the matter described in the Basis for qualified opinion paragraph, the financial
statements present fairly, in all material respects, the financial position of CIPRO as at 31 March 2009 and its financial
performance and its cash flows for the year then ended, in accordance with the South African Statements of Generally
Accepted Accounting Practice (SA Statements of GAAP) and in the manner required by the PFMA.

Emphasis of matter
| draw attention to the following matter on which | do not express a qualified opinion:

Restatement of corresponding figures

9. As disclosed in note 6 to the financial statements, the corresponding figures for 31 March 2008 have been restated as a
result of an error discovered during the year ended 31 March 2009 in the financial statements of CIPRO at, and for the year
ended, 31 March 2008.

Other matters
| draw attention to the following matters that relate to my responsibilities in the audit of the financial statements:

Governance framework

10. The governance principles that impact the auditor’s opinion on the financial statements are related to the responsibilities
and practices exercised by the accounting officer and executive management and are reflected in the internal control
deficiencies and key governance responsibilities addressed below:

Internal control deficiencies

11. Section 38(1)(a)(i) of the PFMA states that the accounting officer must ensure that the trading entity has and maintains
effective, efficient and transparent systems of financial and risk management and internal control. The table below depicts
the root cause that gave rise to the deficiencies in the system of internal control, which led to the qualified opinion. The root
causes are categorised according to the five components of an effective system of internal control. (The number listed per
component can be followed with the legend below the table.) In some instances deficiencies exist in more than one internal
control component.

PAR. NO. BASIS FOR QUALIFIED OPINION CE RA CA IC M
7 Revenue 6

12. CIPRO's accounting policy of recognising revenue from annual returns on a cash basis is not consistent with the substance
of the transactions and the accrual principle determined in the framework of SA Statements of GAAP

LEGEND
CE = Control environment

The organisational structure does not address areas of responsibility and lines of reporting to support effective 1
control over financial reporting.

Management and staff are not assigned appropriate levels of authority and responsibility to facilitate control over 2
financial reporting.

Human resource policies do not facilitate effective recruitment and training, disciplining and supervision of 3

personnel.
Integrity and ethical values have not been developed and are not understood to set the standard for financial 4
reporting.
The accounting officer does not exercise oversight responsibility over financial reporting and internal control. ®

Management'’s philosophy and operating style do not promote effective control over financial reporting.

The entity does not have individuals competent in financial reporting and related matters.

RA = Risk assessment

Management has not specified financial reporting objectives to enable the identification of risks to reliable financial 1
reporting.

The entity does not identify risks to the achievement of financial reporting objectives.

The entity does not analyse the likelihood and impact of the risks identified.
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LEGEND

The entity does not determine a risk strategy/action plan to manage identified risks.

The potential for material misstatement due to fraud is not considered.

CA = Control activities

There is inadequate segregation of duties to prevent fraudulent data and asset misappropriation. 1

General information technology controls have not been designed to maintain the integrity of the information 2
system and the security of the data.

Manual or automated controls are not designed to ensure that the transactions have occurred, are authorised, 3
and are completely and accurately processed.

Actions are not taken to address risks to the achievement of financial reporting objectives.
Control activities are not selected and developed to mitigate risks over financial reporting.
Policies and procedures related to financial reporting are not established and communicated.

~N OO O A~

Realistic targets are not set for financial performance measures, which are in turn not linked to an effective reward
system.

IC = Information and communication
Pertinent information is not identified and captured in a form and time frame to support financial reporting. 1

Information required to implement internal control is not available to personnel to enable internal control 2
responsibilities.

Communications do not enable and support the understanding and execution of internal control processes and 3
responsibilities by personnel.

M = Monitoring

Ongoing monitoring and supervision are not undertaken to enable an assessment of the effectiveness of internal 1
control over financial reporting.

Neither reviews by internal audit or the audit committee nor self -assessments are evident.

Internal control deficiencies are not identified and communicated in a timely manner to allow for corrective action 3
to be taken.

Key governance responsibilities

13. The PFMA tasks the accounting officer with a number of responsibilities concerning financial and risk management and
internal control. Fundamental to achieving this is the implementation of key governance responsibilities, which | have
assessed as follows:

NO. MATTER Y N
Clear trail of supporting documentation that is easily available and provided in a timely manner

1. No significant difficulties were experienced during the audit concerning delays or the availability of N
requested information.

Quality of financial statements and related management information
2. The financial statements were not subject to any material amendments resulting from the audit. \
3. The annual report was submitted for consideration prior to the tabling of the auditor’s report. \
Timelines of financial statements and management information

4. The annual financial statements were submitted for auditing as per the legislated deadlines section N
40 of the PFMA.

Availability of key officials during audit
5.  Key officials were available throughout the audit process. \
Development and compliance with risk management, effective internal control and governance practices
6.  Audit committee
* The trading entity had an audit committee in operation throughout the financial year. \/
* The audit committee operates in accordance with approved, written terms of reference. \

* The audit committee substantially fulfilled its responsibilities for the year, as set out in section 77 N
of the PFMA and Treasury Regulation 3.1.10.

7. Internal audit
* CIPRO had an internal audit function in operation throughout the financial year. \
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NO. MATTER Y N
* The internal audit function operates in terms of an approved internal audit plan. \

e The internal audit function substantially fulfilled its responsibilities for the year, as set out in N
Treasury Regulation 3.2

8.  There are no significant deficiencies in the design and implementation of internal control in respect N
of financial and risk management.

9.  There are no significant deficiencies in the design and implementation of internal control in respect N
of compliance with applicable laws and regulations.

10.  The information systems were appropriate to facilitate the preparation of the financial statements. \

11. A risk assessment was conducted on a regular basis and a risk management strategy, which N
includes a fraud prevention plan, is documented and used as set out in Treasury Regulation 3.2.

12.  Powers and duties have been assigned, as set out in section 44 of the PEFMA. \

Follow-up of audit findings

13.  The prior year audit findings have been substantially addressed. y

Issues relating to the reporting of performance information
14.  The information systems were appropriate to facilitate the preparation of a performance report that N
is accurate and complete.
15.  Adequate control processes and procedures are designed and implemented to ensure the accuracy N
and completeness of reported performance information.
16. A strategic plan was prepared and approved for the financial year under review for purposes of
monitoring the performance in relation to the budget and delivery by CIPRO against its mandate, \
predetermined objectives, outputs, indicators and targets (Treasury Regulation 5.1, 5.2 and 6.1)
17.  There is a functioning performance management system and performance bonuses are only paid N
after proper assessment and approval by those charged with governance.

14. Controls implemented by management were not effective to ensure ongoing monitoring and supervision to ensure full
compliance to finance and performance management reporting.

Investigations

15. An investigation was being conducted into the procurement of the Enterprise Content Management (ECM) system. The
investigation aims to establish whether any irregularities existed during the awarding of the contract. The investigation was
still ongoing at the reporting date.

16. A special investigation was being conducted to establish whether the controls relating to monitoring of compliance and
performance for various contracts were adequate. The investigation was finalised in the year under review and a report
was issued to management, which contained various recommendations for CIPRO to consider and implement.

17. Aninvestigation was conducted to probe allegations of irregularities in the registration of entities. Other internal investigations
were also conducted based on incidents reported by CIPRO clients through the national anti-corruption hotline. The
investigations focused on transactions processed by certain CIPRO officials pertaining to the registration of entities. The
preliminary investigation has resulted in five officials within CIPRO being suspended.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
Report on performance information

18. | have reviewed the performance information as set out on pages 78 to 161.

The accounting officer’s responsibility for the performance information

19. The accounting officer has additional responsibilities as required by section 40(3)(a) of the PFMA to ensure that the annual
report and audited financial statements fairly present the performance against predetermined objectives of the trading
entity.

The Auditor-General’s responsibility

20. | conducted my engagement in accordance with section 13 of the PAA read with General Notice 616 of 2008, issued in
Government Gazette No. 31057 of 15 May 2008.
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21. Interms of the foregoing my engagement included performing procedures of an audit nature to obtain sufficient appropriate
evidence about the performance information and related systems, processes and procedures. The procedures selected
depend on the auditor’s judgement.

22. | believe that the evidence | have obtained is sufficient and appropriate to provide a basis for the findings reported below.

Findings on performance information
Non-compliance with regulatory requirements
Approval of strategic plan by the relevant executive authority

23. The executive authority of CIPRO did not approve the strategic plan submitted by the accounting officer, as required by
Treasury Regulation 5.1.1.

Content of strategic plan
24. The strategic plan of CIPRO did not include the measurable objectives, expected outcomes, programme outputs, indicators
(measures) and targets as required by Treasury Regulation 5.2.3(d).

Usefulness and reliability of reported performance information
25. The following criteria were used to assess the usefulness and reliability of the information on the entity’s performance with
respect to the objectives in its business plan:
e Consistency: Has the entity reported on its performance with regard to its objectives, indicators and targets in its
approved business plan?
* Relevance: Isthe performance information as reflected in the indicators and targets clearly linked to the predetermined
objectives and mandate. Is this specific and measurable, and is the time period or deadline for delivery specified?
* Reliability: Can the reported performance information be traced back to the source data or documentation and is the
reported performance information accurate and complete in relation to the source data or documentation?

The following audit findings relate to the above criteria:

Reported performance information not relevant

26. The following targets and/or measures included in the performance information were not:
* specific in clearly identifying the nature and the required level of performance
* measurable in identifying the required performance
e time bound in specifying the time period or deadline for delivery

PERFORMANCE
INDICATORS

Reports on assessment
for compliance.

QUARTERLY MILESTONES/
TARGETS

Projection for the year
cannot be quantified due
to nature of the service
rendered.

ACTIVITY TARGETED OUTPUT

Efficient administration of
the process and volumes
of applications

Copyright in collecting
societies

Participation in
stakeholder forums with
professional bodies
Administration of Active
Production filing.

Cooperate with CCRD
- input to corporate law
reform.

Define e-CIPRO
Consolidation Approach

Address division specific
issues obtained from
feedback

Production filing actively
administered.

Law reform aligned with
business realities of
CIPRO.

E-CIPRO Consolidation
Approach.

Feedback from
stakeholders in forums.

Production filing
administered according
to the SLA.

Finalization of draft

companies bill
(coordinated by CCRD).

No measure is included in
the business plan

Continuous (Quarterly).

Continuous.

E-CIPRO Consolidation
Approach [Q3 07/08].
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ACTIVITY

Define Consolidated
e-CIPRO Programme
Documentation.

Launch e-CIPRO Project.

Execute e-CIPRO
Projects.

Approve e-CIPRO
Deliverables.
Close e-CIPRO Project.

Handover to Operations

Execute e-CIPRO
Processes.

Appreciation

TARGETED OUTPUT

Consolidated
e-CIPRO Programme
documentation.

Launched e-CIPRO
Project.

E-CIPRO Project
Deliverables.

E-CIPRO Project
Deliverables/ (approve).
New e-CIPRO Capability
& Capacity.

Fully Operational
e-CIPRO.

E-CIPRO Process
Outputs.

PERFORMANCE
INDICATORS

No measure is included in
the business plan

No measure is included in
the business plan
No measure is included in
the business plan
No measure is included in
the business plan
No measure is included in
the business plan
No measure is included in
the business plan
No measure is included in
the business plan

27. The assistance rendered by the staff of CIPRO during the audit is sincerely appreciated.

@\mmﬂ« J%Wuﬁ

Pretoria
10 September 2009

AUDITOR -
SOUTH

G ENERAL
AFRICA

Audliting to build public confidence
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QUARTERLY MILESTONES/
TARGETS

Consolidated

e-CIPRO Programme
Documentation [Q1
08/09].

Launched e-CIPRO
Project [Q2 08/09].
E-CIPRO Project
Deliverables.

E-CIPRO Project
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Balance Sheet as at 31 March 2009

NOTE
Assets
Non-current assets
Property, plant and equipment
Intangible assets

Current assets
Inventories

Trade and other receivables
Cash and cash equivalents

Total assets

Equity and liabilities

Equity

Capitalisation reserve 10
Retained earnings 24.2

Non Current liabilities
Finance lease liability 4.2

Current liabilities

Current portion of financial lease liability 4.2
Provisions 11
Trade and other payables 12

Total equity and liabilities

2009

76 641 694
9 771552
66 870 142

524 466 910
578 587

4309 174

519 579 149

601 108 604

484 601 514
4 562 148
480 039 366

699 656
699 656

115 807 434
489 852

9936 059

105 381 523

601 108 604
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2008
R

RESTATED

24 948 553
14 991 570
9 956 983

375 979 320
743 506

5441 896

369 793 918

400 927 873

343 715 422
4562 148
339 153 274

57 212 451

8 524 194
48 688 257

400 927 873
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Income Statement for the year ended 31 March 2009

Revenue
Other operating income

Total income from operations
Total operating expenditure
Audit fees
Advertising cost
Bank charges
Communication and postage fees
Consulting and professional fees
Depreciation and amortisation
Employee costs
Finance costs
Internet and network cost
Maintenance and repair
Operating leases
Publications, printing and stationery
Temporary administrative support staff
Travelling and subsistence
Other operating expenses

Surplus from operations
Finance income

Net surplus for the year

Statement of Changes in Equity

NOTE
Balance at 1 April 2007
Net surplus for the year
Prior year adjustment 6

Balance at 31 March 2008
Net surplus for the year
Balance at 31 March 2009
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17

18
18

22
20
24.2

CAPITALISATION
RESERVE

R
4 562 148

4 562 148

4 562 148
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2009
R

316 062 578
4 364 608

320 427 186
(227 926 563)
(6 150 510)
(8 965 998)
(4 031 332)
(3 037 244)
(33 088 873)
(13 107 213)
(87 253 433)

(81 502)

(4 440 600)

(1 995 493)
(16 234 664)
(16 852 350)

(8 983 757)

(6 329 746)
(17 373 848)

92 500 623
48 385 469
140 886 092

RETAINED
EARNINGS

R

206 728 197
126 435 867
5989 210
339 153 274
140 886 092
480 039 366

2008
R

277 718 219

334 312

278 052 531
(181 627 858)

(5083 992)
(3 344 433)
(4 714 100)
(1 868 221)
(35 280 345)
(7 020 087)
(71 113 286)
(70 113)

(7 155 704)
(475 387)
(17 905 821)
(11 864 177)
(2974 682)
(3 085 623)
(9 671 887)

96 424 673
30011 194
126 435 867

TOTAL

R

211 290 345
126 435 867
5989 210
343 715 422
140 886 092
484 601 514



Cash Flow Statement for the year ended 31 March 2009

NOTE
Cash flows from operating activities
Cash generated from operations 22
Finance income 20
Finance cost

Cash flows from investing activities
Acquisition of property, plant and equipment

Proceeds on disposal of property, plant and equipment
Acquisition of intangible assets

Cash flows from financing activities
Increase in finance lease liability 2

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year 9

Annual Financial Statements

2009

R

213 921 471
165 617 504
48 385 469

(81 502)

(64 835 896)
(2.309 054)
2300

(62 529 142)

699 656
699 656

149 785 231
369 793 918
519 579 149

2008

R

146 465 669
116 524 588
30011194
(70 113)

(16 666 473)
(7 804 531)

(8 861 942)

129 799 196
239 994 722
369 793 918
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Notes to the Annual Financial Statements

1.1

1.2

1.3

1.4

1.5

Accounting policies

Principal accounting policy

The principal accounting policy and the disclosures made in the financial statements conform to South African
Statements of Generally Accepted Accounting Practice (SA GAAP). These accounting policies are consistent with those
of prior years except for the change set out in note 3 — Changes in Accounting Policy.

Basis of preparation

The financial statements are prepared on the historical cost basis. The presentation currency of the financial statements
is South African Rand and figures are rounded to the closest Rand. The financial statements are prepared on a going
concern basis.

Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and any accumulated
impairment losses. Where parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items of property, plant and equipment. Depreciation is provided on the straight-line basis,
over the estimated useful lives of assets on the following basis:

NUMBER OF YEARS
Computer Equipment 8
Office Furniture and other Equipment 5]

The assets’ residual values and useful lives are reviewed and adjusted where appropriate at each balance sheet date.
Where appropriate expected residual values are taken into account in determining the depreciable values of the assets.
An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount.

The gain or loss arising on the disposal of an asset is determined as the difference between sale proceeds and the
carrying amount of the asset and is recognised in the income statement in the year in which it occurs. Maintenance and
repairs, which neither materially add to the value of the assets nor appreciably prolong their useful lives, are recognised
in the income statement in the year incurred.

Intangible assets

Intangible assets represent directly attributable costs associated with the acquisition, development and installation
of software systems, computer software and licences. Software, which is not an integral part of related computer
hardware, is classified as intangible assets. Capitalised computer software, licence and development expenditure is
stated at cost less accumulated amortisation and any impairment losses.

Amortisation is charged to the income statement on a straight-line basis over the estimated useful lives of intangible
assets, which has been set at three years. The difference between the net disposal proceeds and the carrying amount
of an intangible asset is the gain or loss on disposal of that asset. These gains and losses are recognised in the income
statement in the year in which they occur.

Impairment

The carrying amounts of all assets are reviewed at each balance sheet date to determine whether there is any indication
of impairment. If any such indication exists, the recoverable amount is estimated as the higher of net selling price and
value in use. In assessing value in use, the expected future cash flows from the asset are discounted to their present
value using a discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset. An impairment loss is recognised in the income statement whenever the carrying amount of an asset
exceeds its recoverable amount.

For an asset that does not generate cash inflows largely independent of those from other assets, the recoverable
amount is determined for the cash-generating unit to which the asset belongs. An impairment loss is recognised in
the income statement whenever the carrying amount of the cash-generating unit exceeds its recoverable amount. A
previously recognised impairment loss is reversed if there has been a change in the estimates used to determine the
recoverable amount, however, not to an amount higher than the carrying amount that would have been determined (net
of depreciation) had no impairment been recognised in prior years.

CIPRO Annual Report 2008/09



1.6

1.7

1.8

Annual Financial Statements

Leases

Finance leases

Leases are classified as finance leases where the terms of the lease transfer substantially all the risks and rewards of
ownership to the lessee. Assets held under finance leases are capitalised as property, plant and equipment at their
cash equivalent cost. The corresponding liability is included in the balance sheet as a finance lease obligation. The
cash equivalent cost is the lower of the fair value of the asset and the present value of the minimum lease payments at
inception of the lease. Lease payments are apportioned between finance charges and reduction of the lease obligation
S0 as to achieve a constant rate of interest on the remaining balance of the liability.

Operating leases

Leases where the lessor retains the risks and rewards of ownership of the underlying asset are classified as operating
leases. Payments made under operating leases are charged against income on a straight-line basis over the period of
the lease. Rentals in respect of operating leases with fixed escalations are recognised as an expense on a straight-line
basis over the term of the lease so as to account for the time pattern of the lessee’s benefit.

Inventories

Inventories comprise stationery and consumables and are stated at the lower of cost and net realisable value. Cost is
based on the weighted average principle and includes expenditure incurred in acquiring the inventories and bringing
them to their existing location and condition. Obsolete, redundant, damaged and slow-moving inventory is provided for
in the income statement.

Financial instruments

Non-derivative financial instruments comprise investments, trade and other receivables, cash and cash equivalents,
loans and borrowings, and trade and other payables. Classification depends on the purpose for which the financial
instruments were obtained/incurred and takes place at initial recognition. Non-derivative financial instruments are
recognised initially at fair value plus, for instruments not at fair value through profit or loss, any directly attributable
transaction costs, except as described below.

A financial instrument is recognised if the entity becomes a party to the contractual provisions of the instrument.
Financial assets are derecognised if the entity’s contractual rights to the cash flows from the financial assets expire or
if the entity transfers the financial asset to another party without retaining control or substantially all risks and rewards
of the asset. Financial liabilities are derecognised if the entity’s obligations specified in the contract expire or are
discharged or cancelled.

Financial instruments are subsequently measured as follows:

Loans and receivables

Trade and other receivables originated by the entity are stated at cost less provision for doubtful debts. Provision is
made when there is objective evidence that CIPRO will not be able to collect the debts. Bad debts are written of f when
identified. Subsequent recoveries of amounts previously written off are credited against the operating expenses in the
Income Statement.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank, cash on hand and deposits on call, net of any bank overdrafts,
all of which are available for use by the entity unless otherwise stated. For purpose of the cash flow statement, cash
equivalents consist of cash and cash equivalents as defined. Cash and cash equivalents are recognised at cost, which
equates to their fair value.

Trade and other payables
Trade payables, which are normally settled within 30 days from receipt of invoice, are recognised and carried at original
invoice amount. Trade and other payables are stated at their nominal values.

Investments
Investments are initially recorded at cost and subsequently carried at amortised cost. Any subsequent impairment is
included in the determination of other net income.

Derecognition of financial assets and liabilities

Financial assets

Financial assets are derecognised when the right to receive cash flows from the asset have expired or have been
transferred and the company has transferred substantially all risks and rewards of ownership.
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1.10

1.11

1.12

1.13
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Financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expires.

Revenue recognition

Income

Revenue represents fees for services rendered and is recognised on registration of the application for South African
registrations and other services, and on transferring of the application files abroad for international registrations.
Advance payments on debtor accounts are only recognised on the rendering of services.

Revenue on annual returns is recognised on the cash basis due to the nature of the services rendered. Companies
liable for paying annual returns are not considered as debtors, but are deregistered on failure to pay the due fees.

Unallocated income
Deposits, which are not allocated to an agent code within 36 months of receipt, are recognised as revenue. If subsequent
evidence is obtained, the revenue is derecognised.

Deferred income
Advance payments, that have been allocated to an agent code but have not been utilised for a period of 36 months
from receipt, are recognised as revenue. If subsequent claims are made, the revenue is derecognised.

Finance income

Finance income comprises interest income on funds invested, gains on the disposal of financial assets and changes
in the fair value of financial assets at fair value through profit or loss. Finance income is recognised as it accrues, using
the effective interest method.

Finance cost

Finance expenses comprise interest expense on borrowings, changes in fair value of financial assets at fair value
through profit or loss and impairment losses recognised on financial assets. All borrowing costs are recognised in profit
or loss using the effective interest method.

Provisions

Provisions are recognised when the entity has a present legal or constructive obligation as a result of past events, for
which it is probable that an outflow of economic benefits will be required to settle the obligation, and a reliable estimate
can be made of the amount of the obligation. Where the effect of discounting to present value is material, provisions
are adjusted to reflect the time value of money, and where appropriate, the risk specific to the liability.

Employee benefits
Post-employment benefits

Retirement

The entity provides a defined contributions plan for the benefit of its employees. The contribution from employees and
the entity are paid into the Government Employees’ Pension Fund. The entity’s contributions to the Fund are charged
to the income statement in the year to which they relate.

The entity is not liable for any deficits due to the difference between the present value of the benefit obligations and the
fair value of the assets managed by the Government Employees’ Pension Fund. Any potential liabilities are disclosed in
the financial statements of the National Revenue Fund and not in the financial statements of CIPRO.
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Medical
No contributions are made by the entity to the medical aid of retired employees.

Short and long-term benefits

The cost of all short-term employee benefits, such as salaries, bonuses, housing allowances, medical and other
contributions is recognised during the period in which the employee renders the related service and is not discounted.
The vesting portion of long-term benefits is recognised and provided for at balance sheet date, based on current salary
rates.

Termination benefits

Termination benefits are payable whenever an employee’s employment is terminated before the normal retirement
date or whenever an employee accepts voluntary redundancy in exchange for these benefits. The entity recognises
termination benefits when it is demonstrably committed to either terminate the employment of current employees
according to a detailed formal plan without the possibility of withdrawal or to provide termination benefits as a result
of an offer made to encourage voluntary redundancy. If the benefit falls due more than 12 months after balance sheet
date, it is discounted to present value.

Critical accounting estimates and judgments

Management makes estimates and assumptions concerning the future in applying its accounting policies. The resulting
accounting estimates may, by definition, not equal the related actual results. The estimates and assumptions that have
a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities are detailed in the
notes to the financial statements where applicable. Management continually evaluates estimates and judgments based
on historical experience and other factors, including expectations of future events that are believed to be reasonable
under the circumstances. Details of management accounting estimates and judgements are disclosed under the
relevant notes.

Other information

Public sector practices and policies

Related party transactions

The entity operates as a trading entity of the dti within the South African Government environment. In line with prevailing
government practices the entity is not entitled to accrue for certain of its revenue. On the other hand, it is also not
obligated to pay for certain expenditure. The income and expenditure not recorded in the entity’s income statement is,
for disclosure purposes only, as follows:

Income
CIPRO services are rendered free of charge to other government entities. The total amount for such services cannot be
quantified as no process has been introduced to record such transactions.

Expenditure
Included in the total rental cost for Block F at the dti Campus is cost related to the utilisation of the call centre facilities
of the dti. The total value for such services cannot be quantified as no process has been introduced to record such
transactions.

All transactions and balances with national departments of Government and state-controlled entities are regarded as
related party transactions. Transactions with such entities are at arm'’s length and on normal commercial terms. The
above services are classified as related party transactions. The following transactions and balances were recorded
relating to transactions with related parties as defined.
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NAME RELATIONSHIP NATURE OF TRANSAC- BALANCE TRANSAC- BALANCE
TRANSAC- TIONS DUE AT 31 TIONS DUE AT 31
TION 2009 MARCH 2009 2008 MARCH 2008
R R R R
Department of Service Salary claim - - 12 284 -
Agriculture provider
Department of Artsand  Service Salary claim 28 343 - - -
Culture Provider
Department of Service Salary claim 21237 - - -
Environmental Affairs Provider
and Tourism
Department of Justice Service Legal services 80 838 - 63 367 -
provider
Department of Public Service Repairs to - - 19 566 -
Works provider building
Department of Science Service Salary claim 522 - - -
and Technology provider
Department of Social Service Salary claim 40 570 - - -
Development provider
Department of Trade Parent depart- Lease of 8 459 031 270 452 8 366 079 41932
and Industry ment building
and other
operating
expenditure
Government Employee Medical fund Medical fund 4147 341 425183 3350 453 -
Medical Scheme contribution
Government Employee Pension fund Pension fund 7 566 607 137 822 6 354 944 -
Pension Fund contribution
Government Printing Service Printing fees 8914 488 11 254 8553172 269 304
Works provider
Human Science Service Customer - - 793 326 -
Research Council provider care survey
SABS Commercial (Pty)  Service ISO - - 74019 74019
Ltd provider accreditation
SAMDI Training Service Training fees 665 110 118 300 127 800 -
provider
SITA Service IT services 18 236 618 1091 755 9 126 650 3098 854
provider
South African Post Service Postal fees 38 344 3519 49137 -
Office provider
South African Revenue Receiver of Employment 11 054 348 1041971 8 834 869 30 176
Services Revenue tax payments
Statistics South Africa Service Information 25172 - - -
provider

Other related party transactions relate to key management personnel of which detail information is disclosed in note 17.
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2.1.2  Public Finance Management Act reporting requirements as required in terms of Section 40(3) (b) of the Act.

2009 2008
R R

No material losses have occurred during the current financial year due to criminal
conduct nor any unauthorised expenditure, irregular expenditure, fruitless
expenditure or wasteful expenditure, except as indicated below:

Loss of property, plant and equipment (refer note 4) 35 542 144 917
Inventory write-off (refer to note 7) 20 965 16 725

During the physical verification of inventory, a difference was identified between
the physical inventory and the theoretical inventory. These differences were a
result of:

Inventory items damaged

Inventory items that cannot be accounted for.

Fruitless Expenditure - 74 608

. 86 778 2 471 366
Irregular expenditure
The expenditure is due to the prescribed approval process for the deviation of the
tender process not being followed.

The expenditure of R68 853 relates to the advertising of a special in depth review 68 853 -
focussing on SMME's.
The expenditure of R17 925 relates to the printing of training material. 17 925 =

Gifts and Donations 18 980 -

The acceptance or granting of a gift, donation and sponsorship is managed in
terms of Section 76 of the Public Finance Management Act, 1999 (Act 1of 1999),
and Treasury Regulation 21. Gifts and donation for the year under review:

Sponsored conference — Ms T Nkuna (Head: Compliance, Audit and Risk) 7 500 -
Liquor gift — Mrs M Bernard-Fryer (Chief Operating Officer) 3500 -
Smaller gifts (less than R300) to various staff members 7 980 =

3  Change in Accounting Policy
2009 2008

The annual financial statements are prepared on the basis of South African Statements of
GAAP and are consistent with the prior year except for the change in revenue recognition

policy.

The revenue policy was changed in the current year to recognise all unallocated deposits
and deferred income that is older than 36 months and remains unclaimed by the depositor.
The effect on the annual financial statement in the current year is as follows:

Recognition of Revenue

The change in accounting policy has been applied prospectively.

* Recognition of revenue

e Write-off of credit balances older than 36 months 2993 377 -
(194 592) -
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4  Property, plant and equipment (including leased assets)

TOTAL ASSETS COST ACCUMULATED CARRYING AMOUNT
DEPRECIATION

R R R

31 March 2009
Computer equipment 20 014 491 (13 047 804) 6 966 687
Furniture and other equipment 6 588 529 (3 783 664) 2 804 865
26 603 020 (16 831 468) 9771 552

31 March 2008
Computer equipment 20571 810 (12 655 938) 7915872
Furniture and other equipment 6 570 863 (3656 188) 2914 675
Prior year adjustment = 4161 023 4161 023
27 142 673 (12151 103) 14 991 570

Reconciliation of carrying amounts

COMPUTER FURNITURE

EQUIPMENT AND OTHER
EQUIPMENT 2009 2008
R R R R
Opening balance: 1 April 11 195 030 3 796 540 14 991 570 8 759 660

(restated)

Acquisitions during the year 2 164 452 144 602 2 309 054 7 804 531
Disposals during the year (387 759) (83) (37 842) (144 917)
Depreciation for the year (6 355 036) (1136 194) (7 491 230) (5588 727)
Prior year adjustment - - - 4161 023
Carrying amount at end of year 6 966 687 2 804 865 9 771 552 14 991 570

A physical verification exercise was performed on property, plant and equipment and the outcome of this exercise
resulted in a write-off of R 37 842 as set out below:

COST  ACCUMULATED DEPRECIATION NET BOOK VALUE

Redundant, unserviceable and 2 797 009 (2784 711) 12 298
damaged assets

Lost assets 51 698 (26 154) 25 544

2 848 707 (2 810 865) 37 842

Sale of disposed assets (2 300)

35 542

A decision was taken by management to write off these assets.

41 Fair value of assets:
At balance sheet date, management re-assessed the useful life of existing property, plant and equipment as required
per IAS 16. Management is of the opinion that assets that have a positive net book value should not be further adjusted

as we cannot predict whether they will be in use beyond it’s estimated useful life.

4.2  Finance lease liability

TOTAL TOTAL

2009 2008

Finance lease liability 763 866 =
Total finance lease liability 1347 958 -
Less: short term portion included in current liabilities 611 092 -
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The finance lease liability is secured by the leased assets referred. The liability is repayable in quarterly instalments
totalling R152 773, 04, payable in advance, commencing on 1 July 2008. The finance lease term is 3 years and has a
renewal option. Interest is calculated at 12%.

Total future minimum finance lease payments under non-cancellable finance leases.

TOTAL INTEREST * PRINCIPAL
2009 R R R
Less than one year 611 092 121 240 489 852
Between two and five years 763 866 64 210 699 656
1374958 185 450 1189 508
2008 R R R
Less than one year - - -
Between two and five years - - -
5 Intangible assets
INTANGIBLE ASSETS COST ACCUMULATED CARRYING AMOUNT
AMORTISATION
R R R
31 March 2009
Capitalised computer software and licences 76 371 243 (9501 101) 66 870 142
31 March 2008
Capitalised computer software and licences 16 839 932 (8711 136) 8 128 796
Prior year adjustment - 1828 187 1828 187
16 839 932 (6 882 949) 9 956 983
2009 2008
RECONCILIATION OF CARRYING AMOUNTS: R R
Opening balance: 1 April (restated) 9 956 983 698 215
Acquisitions during the year ** 62 529 142 8 861 942
Amortisation for the year (5615 983) (1431 361)
Disposals during the year - -
Carrying amount at end of year 66 870 142 8128 796
Prior year adjustment - 1828 187
66 870 142 9 956 983

** Included in acquisitions is an amount of R56 million that relates to the procurement of an Enterprise Content
Management (ECM) system with a total contract value of R156 million.

A verification exercise was performed on intangible assets (computer software) and the outcome of this exercise
resulted in a write-off as follows:
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COST ACCUMULATED NET BOOK VALUE

DEPRECIATION
Redundant and obsolete assets 2997 831 2997 831 -
2997 831 2997 831 -

A decision was taken by management to write off these assets.

6  Prior year adjustment

Property, plant and equipment and intangible assets were not adjusted in terms of IAS 16 in the prior year. The
depreciation adjustment in terms of the methodology used was not material and management had made a judgement
not to adjust. However in the current year the Auditor General is of the opinion that the methodology used was not
appropriate and that an adjustment is necessary. The correction of the error results in adjustments as follows:

ADJUSTMENT AT NET BOOK VALUE TOTAL TOTAL

2009 2008
Property, Plant and Equipment - 4161 023
Intangible Assets - 1828 187
Adjustment to Retained Earnings - 5989 210

7 Inventories

2009 2008
R R
Stationery and consumable stores 599 552 760 231
Stock write-of f (20 965) (16 725)
578 587 743 506
8  Trade and other receivables

2009 2008
R R
Trade debtors 1877 825 4 345 411
PCT debtor 127 140 48 612
2 004 966 4 394 023
Deposits 659 795 27 594
Employee advances 265 662 171 229
Other debtors 407 485 -
Provision for doubtful debts - -
Prepaid expenses * 971 266 849 050
4309 174 5 441 896

* Pre-paid expenses:
- Conference fees paid 25650 -
- Payment of equipment to be shipped from overseas - 58 710
- Rental: ICT equipment 162 773 -
- Rental: Office accommodation 36 369 =
- Risk management software 75 240 -
- Software maintenance for April 2009 42 858 -
- Three year software maintenance agreement 638 376 790 340
971 266 849 050
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Cash and cash equivalents

2009 2008

R R

Bank balance 3 892 694 5 641 584
Cash on hand 17 446 6 268
Call account— Corporation for Public Deposits (CPD) 515 669 009 364 146 066
519 579 149 369 793 918

Capitalisation reserve

The Department of Trade and Industry transferred certain assets and liabilities to the entity on its establishment in April 2002. The
carrying amounts of assets and liabilities, taken over at fairly determined estimated values at date of establishment were:

2009 2008
Total assets 10 036 194 10 036 194
Total liabilities (5 474 046) (5 474 046)
4 562 148 4 562 148

Provisions
2009 OPENING Pﬂgx:z'é’u'j PROVISION CLOSING CURRENT
BALANCE (REVERSED) UTILISED BALANCE PORTION
R R R R R
Leave pay benefits 5062 746 5 962 896 (5290 871) 5734771 5734 771
Service bonus 2 037 448 4698 289 (4 198 449) 2537 288 2 537 288
Legal provision 184 000 - - 184 000 184 000
Merit awards 1240 000 1463 157 (1223 157) 1480 000 1480 000
8524 194 12 124 342 (10 712 477) 9 936 059 9936 059
2008 OPENING PR:XII?EOD"; PROVISION CLOSING CURRENT
BALANCE (REVERSED) UTILISED BALANCE PORTION
R R R R R
Leave pay benefits 3993 695 1239 722 (170 671) 5062 746 5062 746
Service bonus 1661 620 2 037 448 (1 661 620) 2037 448 2037 448
Legal provision 41 040 184 000 (41 040) 184 000 184 000
Merit awards 1037 000 1167 493 (964 493) 1240 000 1240 000
6 733 355 4 628 663 (2 837 824) 8 524 194 8 524 194

Leave pay benefits and service bonuses are in terms of the conditions of service within CIPRO

Provision has been made for settlement cost in respect of legal cases against CIPRO, which existed at year-end but
were not yet settled.

Merit awards are based on 1.5% of the total budgeted salary expenditure as per policy.

Trade and other payables

2009 2008

R R

Trade creditors and accruals 75 326 398 19 044 100
Deferred income ** 30 055 125 29 644 157
105 381 523 48 688 257

** Deposits received in advance from customers for future transactions

The carrying amount approximates fair value because of the short period to settlement of these obligations. Trade
payables are non-interest bearing and are normally settled on 30 day terms. Other payables (Deferred income) are
non-interest bearing and are recognised as revenue on the date of registration of a transaction.

CIPRO Annual Report 2008/09 53




Annual Financial Statements

13  Revenue
2009 2008
R R
Annual returns 166 742 604 138 201 021
Corporate information 18 844 659 15365 919
Companies and close corporations 70933 123 69 902 462
Data sales 2 089 880 1388 637
Increase in company share capital 16 411 390 12 558 848
Intellectual property 41 040 922 40 301 332
316 062 578 277718 219
14  Other operating income
2009 2008
R R
Recovery of prior year expenditure - 50970
Other income 854 302 61592
PCT income 128 184 68 100
Recognition of inactive deposits as revenue 3169 523 -
Recovery of expense (in respect of staff telephone accounts) 212 599 153 650
4 364 608 334 312
15 Consulting and professional fees
2009 2008
R R
Specialist Information Technology consultants 22 328 908 24 165 725
Management consultants 6207 983 4167 419
Short-term professional staffing requirements 4 551982 6 947 201
33088 873 35 280 345
16 Depreciation and amortisation
2009 2008
R R
Depreciation
e Computer equipment 6 355 036 4 804 448
* Furniture and other equipment 1136 194 784 278
Amortisation of intangible assets 5615983 1431 361
13107 213 7 020 087
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17 Employee costs

2009 2008
R R
Total per the income statement 87 253 433 71113 286
Employee costs include the gross remuneration of the following senior staff:
Chief Executive Officer 1287 696 881 113
Remuneration 1044 397 845115
Travel Allowance and other 138 071 35998
Performance bonus 105 228 -
Chief Operating Officer* - 572177
Remuneration - 548 927
Travel Allowance and other - 23 250
Performance bonus - -
Chief Operating Officer 731 859 -
Remuneration 673 273 -
Travel Allowance and other 58 586 -
Performance bonus 0 -
Chief Financial Officer 776 737 669 191
Remuneration 676 184 663 523
Travel Allowance and other 4 694 5 668
Performance bonus 95 859 -
Chief Information Officer * - 601 720
Remuneration = 579 368
Travel Allowance and other - 22 352
Performance bonus - 0
Chief Information Officer (2008 = 3 months) 894 540 195 188
Remuneration 859 410 182 054
Travel Allowance and other 35130 13134
Performance bonus - -
Executive manager: Compliance Audit and Risk * - 572 841
Remuneration - 562 800
Travel Allowance and other - 10 041
Performance bonus - -
Executive manager: Compliance Audit and Risk 687 465 -
Remuneration 619 659 -
Travel Allowance and other 67 806 -
Performance bonus - -
Executive manager: Customer Interface * 586 249 -
Remuneration 575 227 -
Travel Allowance and other 11 022 -
Performance bonus - -
Executive manager: Strategic Support (2008 = 9 months) (2009 = 3 months) 218913 394 063
Remuneration 217 632 388 008
Travel Allowance and other 1281 6 055
Performance bonus - -
Total Total
Other information 2009 2008
Total establishment ** 552 513
Headcount at 31 March 435 416
Vacant as at 31 March 117 97

* Acting allowance received
** New organisational structure approved on 22 December 2008
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18  Surplus from operations

2009 2008
R R

Surplus from operations after taking into consideration the following expenditure:
Audit and Risk committees 161 471 140 254
Total audit fees 6 150 510 5083 992
External audit fees 2273 647 2 408 396
»  Regularity audit 1830 767 1989 989
»  Computer audits 442 880 418 407
Forensic investigations 443 036 897 844
Internal audit fees (Co-Sourced) 3433 827 1777752
Legal fees 321974 291 546
Operating lease charges 16 234 664 17 905 821
Vehicles 233 572 430 609
Furniture and other equipment 77 223 280 420
Property 8 046 810 7613127
Off-site storage facility 7 877 059 9581 665
Publication, printing and stationery 16 852 350 11864 177
Government printers 9422 141 7 490 660
Stationery 3818558 2512902
Other 3611651 1860615

19  Defined contribution plan

It is the policy of the entity to provide retirement benefits to all employees. The Government Employee Pension Fund
(GEPF) exists for this purpose. The entity is under no obligation to cover any unfunded benefits.

2009 2008
R R
The total contribution to such scheme 7 566 607 6 354 944
7 566 607 6 354 944
20 Finance income
2009 2008
R R
Interest received 48 385 469 30011 194
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21  Operating lease commitments

Total future minimum lease payments under non-cancellable operating leases.

0-1YEAR 2-5 YEARS TOTAL
2009 R R R
Buildings (dti Campus lease) 8 141 920 - 8 141 920
Buildings (202 Esselen Street) 75 388 = 75 388
Motor vehicles 199 618 445 024 644 642
Backup Storage facility: Docufile 18 283 - 18 283
Off-site Storage facility: Metrofile 9 032 400 - 9 032 400

17 467 609 445 024 17 912 633
2008
Buildings (dti Campus lease) 7 644 996 - 7 644 996
Buildings (202 Esselen Street) 84 880 75 388 160 268
Motor vehicles 196 755 690 959 887 714
Off-site Storage facility: Metrofile 8364 972 - 8364 972

16 291 603 766 347 17 057 950

The dti Campus lease

A formal agreement in respect of the premises CIPRO occupies at the dti Campus has not been finalised as yet,
therefore only the known lease commitment for year one is reflected above. Although the lease cost after year one is not
known it is expected that the cost will increase equal to the average CPI. During the year the cost relating to the lease
of Block F in the dti campus was renegotiated to a reduced amount without a reduction in the usage or benefit.

Based on the aforesaid assumption it is estimated that the lease payment for years 2 to 5 will amount to R37 754 839.
Off-site file storage
A contract was entered into for off-site files storage over a five-year period (2004 — 2009). The cost relating to this

contract is based on a cost-plus basis and the expected expenditure for 2009/10 is reflected above.

Office: 202 Esselen Street
The lease is for the renting of the 1st floor in 202 Esselen Street. The lease expires on 31 January 2010.

22 Notes to the cash flow statement

2009 2008
R R
Profit from operations 92 500 623 96 424 673
Adjusted for non-cash flow items:
Depreciation of property, plant and equipment 7 491 230 5588 726
Amortisation of intangible assets 5615983 1431 361
Loss in disposal of property, plant and equipment 35 542 144 917
Movement in provision for leave pay 672 025 1069 051
Movement in provision for service bonus 499 840 375 828
Movement in provision for legal cases - 142 960
Movement in provision for merit awards 240 000 203 000
Finance cost 81502 70113
Cash flows before changes in working capital 107 136 745 105 450 629
Decrease in inventories 164 919 262 379
Decrease in trade and other receivables 1132722 (83619 765)
Increase in trade and other payables 57 183 118 14 431 345
Cash generated from operations 165 617 504 116 524 588
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Taxation

The entity is not liable for any income tax in terms of section 10(1) (a) of the Income Tax Act, as amended. The entity is exempt
from value-added taxation in terms of a Tax Authorities’ directive dated 21 January 2003.

Contingent liabilities

2009 2008
24.1 HOUSING GUARANTEES R R
There are contingent liabilities in respect of guarantees given by CIPRO in terms of public 307 003 526 403

service assistance for staff housing loans. Housing guarantees are secured by the pension
fund of the relevant employee and the current value of the individual’s pension fund is sufficient
to cover the guarantee amount. History indicates that no expenditure has been realised in this
regard. The likelihood of a possible outflow of resources is remote and no liability is recognised
in the financial statements.

At balance sheet date, management re-assessed the fair value of the contingent liability of
housing guarantees as required per IAS 37. No fair value adjustment was deemed necessary.

24.2 SURPLUS FOR THE YEAR

The surplus for the year of R140 886 092 has been classified as a contingent liability at 31 March 2009. In terms of Treasury
Regulation 19.7.1, CIPRO at the end of the financial year needs to declare any surplus to National Treasury. National Treasury
may apply such surplus to reduce any proposed allocation to the trading entity; or require that all or part of it be deposited in the
Exchequer bank account. A request was submitted to National Treasury to retain the surplus for the 2008/2009 financial year in
order to fund the 2009/2010 budget as approved by the Accounting Authority

Changes to comparatives

Additional information was included to make the financial statements more relevant and comparable with current year
information

Income Statement — Other operating expenditure was unbundled and more categories of operating expenditure were
included for clarity purposes.

Note 1.8 Financial Instruments — More detail was added on to the accounting policy note to clarify CIPRO’s policy.
Note 1.11 Revenue Recognition — More detail was added on the accounting policy note to explain the definition of
Government Grants.

Note 19 Defined Contribution Plan — This note was added on to have a more detailed disclosure.

Note 12 Trade and other Payables - Income received in advance was reclassified as Deferred Income in the Accounts
payable balance.

Note 15 Consulting and professional fees — More specific information was included in the note regarding the type of
consulting and professional services sourced.

Note 17 Employee costs — The executive team of CIPRO was restructured during the financial year and only employees
that formed part of the executive team at 31 March 2008 were included for comparative and disclosure purposes.
Note 18 Surplus from operations — More detail information was included for disclosure purposes.

Note 27 Management of Financial Risk — More detail was added on the Interest Rate risk.
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PCT Trust Account
2009 2008
R R
Funds received to which CIPRO is not entitled to, are accounted for separately and deposited
into a separate bank account. Only the amounts relating to services rendered by CIPRO have
been accounted for in CIPRO’s books.
PCT Creditors 1105718 1262 085

Funds received from South African clients to be paid over to the World Intellectual Property
Organisation (WIPO) and the International Searching Authority (ISA).
Balance in the PCT bank account 1105718 1262 085

Any cost associated with the maintaining of the separate trust bank account, or any interest
received on such trust funds, is for the account of CIPRO.

Management of financial risk

Interest rate risk

As the entity has no significant interest bearing assets, the entity’s income and operating cash flow are substantially
independent of the change in market interest rates. The entity manages its interest rate risk by only investing its funds
in accounts at financial institutions wherein the accounts accrue interest at market related interest rates. In terms of
National Treasury regulations all surplus funds are deposited in the call account — Corporation for Public Deposits
(CPD).

Credit risk
Reputable financial institutions are used for investing and cash handling purposes. At balance sheet date there were no

significant concentrations of credit risk.

The maximum exposure to credit risk is represented by the carrying amount of each financial asset in the balance sheet
after taking into account that all debtor services are now paid for in advance.

Financial risk management

The main risks arising from the CIPRO’s financial instruments are credit risk, market risk and liquidity risk.

Financial assets which potential subject CIPRO to concentrations of credit risk consist mainly of cash and trade
receivables. CIPRO’s cash and short-term deposits are placed with high quality financial institutions as well as the
SA Reserve Bank. Credit risk with respect to trade receivables is limited due to the fact that most of CIPRO’s revenue
transactions are carried out on a pre-paid basis. CIPRO’s exposure to credit risk arises from default of the counter
party, with a maximum exposure equal to the carrying amount of these instruments. Accordingly CIPRO has no
significant concentration of credit risk.

Exposure to Credit Risk
The maximum exposure to credit risk at the reporting date from financial assets was
2009 2008
Cash and cash equivalents 519579 149 369 793 918
Other receivable 4309 174 5 441 896
Total 523 888 323 375 235 814

Concentration of credit risk
The maximum exposure to credit risk for financial assets at the reporting date by credit rating category was follows:

2009 AAA AND GOVERNMENT UNRATED
Cash and cash equivalent 519579 149 -
Other receivables - 4309 174
2008 AAA AND GOVERNMENT UNRATED
Cash and cash equivalent 369 793 918 -
Other receivables - 5441 896
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Ageing of financial assets
The following table provides information regarding the credit quality of assets, which may expose CIPRO to credit risk

2009 NEITHER PAST DUE PAST DUE BUT PAST DUEBUT = CARRYING VALUE
NOR IMPAIRED NOT IMPAIRED NOT IMPAIRED
LESS THAN 5 MORE THAN 5

MONTHS MONTHS
Cash and cash equivalents 519 579 149 - - 519 579 149
Other receivables 4284 573 - 24 601 4309 174
2008 NEITHER PAST DUE PAST DUE BUT PAST DUE BUT CARRYING VALUE

NOR IMPAIRED NOT IMPAIRED NOT IMPAIRED

LESS THAN 5 MORE THAN 5

MONTHS MONTHS
Cash and cash equivalents 369 793 918 - - 369 793 918
Other receivables 5 407 485 6817 27 594 5 441 896

Market risk
Market risk is the risk that changes in market prices such as the interest rate will affect the value of the financial assets

of CIPRO.

Interest rate risk

CIPRO’s exposure to interest risk is managed by investing, on a short term basis in current accounts and the Corporation
for Public Deposits (CPD) to ensure maximum interest on surplus funds. The risk arises when there are interest rate
changes downward as this is likely to reduce the interest income on invested funds. CIPRO’s risk on the finance leases
arises when interest rates increases thereby increasing the liability on the leased assets.

Sensitivity Analysis
CIPRO is exposed to interest rate changes in respect of returns on its investments with financial institutions and interest

payable on finance leases contracted with outside parties.

A change in the market interest rate would have increased / (decreased) the surplus for the year by the amounts below:

INCREASE / (DECREASE) IN THE SURPLUS FOR THE YEAR

2009 CHANGE IN INTEREST
UPWARD CHANGE DOWNWARD CHANGE

Cash and cash equivalents 1% 61178 (61178)
Finance lease 1%

Increase / (decrease) in the surplus for the year
2008 Change in interest Upward change Downward change
Cash and cash equivalents 1% 54 162 (54 162)
Finance lease 1% (5 843) 5843
Liquidity risk

CIPROs risk to liquidity is a result of the funds available to cover future commitments. Taking into consideration CIPRO’s
current funding structures and availability of cash resources CIPRO regards this risk to be low provided National
Treasury approves the retention of surplus.

The following table reflects the exposure to liquidity risk from financial liabilities

2009 CARRYING AMOUNT TOTAL CASH CONTRACTED CASH CONTRACTUAL CASH
FLOW FLOW WITHIN FLOW
1 YEAR 2-5 YEARS

Financial liabilities 46 923 46 923 46 923
2008 Carrying amount Total cash flow Contracted cash flow Contractual cash flow 2-5
Within 1 year years

Financial liabilities 48 322 48 322 48 322
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At 31 March 2009 and 31 March 2008, the carrying amounts of cash and cash equivalents, trade and other receivable,

trade other trade payable and short-term loans approximate their fair values.

Standards and interpretations issued but not yet effective or not applicable

At the date of finalisation of these financial statements, the following International Financial Reporting Standards (IFRS)

were issued, but not yet effective:

IFRS

IFRS 1 First Time Adoption of
International Financial Reporting
Standards

IFRS 3 Business Combinations

IFRS 5 Non current Assets Held for Sale
and Discontinued Operations

IFRS 27 Consolidated and Separate
Financial Statements

IAS 28 Investments in Associates

IAS 31 Interest in Joint Ventures

IAS 39 Financial Instruments:
Recognition and Measurement

EFFECTIVE DATE

Annual periods beginning on or after 1
July 2009

Annual periods beginning on or after 1
July 2009

Annual periods beginning on or after 1
July 2009

Annual periods beginning on or after 1
July 2009

Annual periods beginning on or after 1
July 2009

Annual periods beginning on or after 1
July 2009

Annual periods beginning on or after 1
July 2009

REASON NOT EFFECTIVE

This statement will not impact on the
results but will likely result in certain
additional disclosures in future.

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Management is of the view that the adoption of these standards in future will have no material impact of the financial
statements of CIPRO as most of them are not applicable to the business of CIPRO.
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4.2

4.3

Asset realisation

“The value of tangible assets such as cash, land and buildings, plant and equipment, and other balance sheet items are
substantially less valuable than the intangible assets not carried on the balance sheet”.

People Transformation Strategy

Considering the extensive nature of CIPRO’s Transformation Programme (CTP), the organisation has embarked on a
People Transformation Initiative in support of the CTP People Transformation is pursued in acknowledgment of the fact
that most organisational change initiatives tend to fail due to the inadequate management of the people element of the
equation. In essence, the People Transformation Strategy is aimed at building emotional capital in support of CIPRO’s
transformation.

Overall objectives as per the CIPRO Transformation Programme

The overarching objective of the People Transformation Strategy is to encourage emotional engagement in order to
build a high-performance culture within the organisation. In 2008/09, the following goals were pursued:

Aligning people performance to the CIPRO strategy and managing performance for
results;

Creating a learning organisation through competency development;

Attracting and retaining critical skills;

Institutionalising CIPRO’s values;

Developing visionary and transformational leadership skills;

Enhancing, respecting and appreciating diversity;

Enhancing employee health and wellbeing; and

Implement organisational development initiatives to enhance employee morale.

Achievements

Performance Management

In the 2008/09 financial year, a project was implemented to ensure alignment between management performance
agreements and the strategic imperatives of the organisation. A further aim was to ensure improvement of management
awareness in respect of the importance of performance management and compliance. Importantly, the foundation for
the integration of individual and organisation performance management has been established. In this regard, 90%
of all management performance agreements have been finalised for the 2009/10 financial years. A total of 87% of
performance agreements for 2008/9 have been completed (see tables 7.1 — 7.4).

Organisational Learning and Development

CIPRO has embarked on an extensive project to redesign its organisational structure. In addition, the development of
the Workplace Skills Plan (2008/09) was done in conjunction with management and staff in a consultative manner as
envisioned by the Skills Development Act, No. 97 of 1998. All legislative requirements were complied with and regular
reporting to PSETA was implemented. Training was provided in inter alia, Labour Relations, Customer Relationship
Management, Computer Skills, ISO Training, Performance Management as well as Assessor and Skills Development
Facilitator Training. In addition, a Training Impact Assessment Survey has been conducted to assess the impact of
training in preparation for the 2009/10 WSP (see table 6.7 in this regard).

Leadership Development and Skills Retention

CIPRO has developed a Talent and Skills Development and Succession Planning Framework with specific emphasis
on the retention of skills and talent specifically within the senior aged and critical skills categories of CIPRO employees.
This framework details a structured succession management process aimed at closing the gap between the CIPRO’s
current leadership, skills and talent and its future requirements.

The framework that conceptualises CIPRO’s approach to talent and skills retention and succession is illustrated in figure
16.
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Implementation

The following represents a differentiated approach to talent and skills retention as well as succession planning in terms
of the various occupational levels within CIPRO.

Three talent pools have been identified, which are:

»  Strategic Leadership Talent Pool (Levels 11-13)
*  Operational Leadership Talent Pool (Levels 9-10)
* Emerging Leadership Talent Pool (Levels 6-8)

The management and leadership training consists of the executive, advanced and emerging management development
programmes. These were facilitated through PALAMA as part of the Talent and Skills Retention and Succession Planning
Framework. Fifty percent of MMS members have successfully completed the Executive Management Development
Programme. The Emerging and Advanced Management Development Programmes were conducted during January
and February 2009. The Proof of Evidence (POEs) for the relevant programmes was submitted to PALAMA for
assessment.

Figure 17: Retention and Succession Planning Model

External
Environment

Critical Skills and
Talent Required

Implementation ENSURE TALENT
Plan READINESS INVENTORY

Insurance
Policy

Value Institutionalisation

Organisational values as indicated in part B of this report form the basis of any organisation’s cultural transformation.
Therefore, the CIPRO values have been formulated via a consultative, inclusive process in which all staff members were
involved. In order to institutionalise these values, various mainstreaming activities have been engaged in. Specifically
the link between values and ethical behavior has been adequately established in the minds of CIPRO staff members in
terms of spiritual wellness as well as fraud prevention programmes and communication sessions.

Diversity Management and Employment Equity

In CIPRO, employment equity is managed as an integral part of diversity management as the aim of the act is in essence
to create and maintain workplace diversity. In this regard, CIPRO’s Employment Equity and Diversity Management
Strategy ensures that policy formulation and practice emphasise the mainstreaming of diversity in all human resource
and people management interventions.
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Invariably, Employment Equity forms a critical part of the People Transformation Initiative and CIPRO has therefore
embarked on a process to review its employment equity processes with the intention of developing an Employment
Equity Plan for the period 2009-2011. In preparation, CIPRO conducted a thorough audit of the current status,
focusing on procedural compliance and substantive progress, the findings of which provided an informed basis for
Employment Equity planning. An Employment Equity Strategy was developed in consultation with all stakeholders
and a comprehensive analysis of human resources policies was undertaken to provide further information to enhance
proper planning.

This process followed the basic framework as contained in the Employment Equity Act,No. 55 of 1998 and the Code of
Good Practice on the Integration of Employment Equity into Human Resource Policies and Practices, which included
an equity audit, the establishment of an Employment Equity Committee and the development and implementation of
an Employment Equity Plan, culminating in an annual report to the Department of Labour. In determining numerical
goals, a consultative process was followed with the active participation of the Employment Equity Committee as well
as management.

The numerical targets indicated in CIPRO’s Employment Equity Plan (2009-2011) are based on Cabinet targets as well
as the ethnic distribution within the economically active population of South Africa. At an organisational level, gender
targets for 2008/09 have been exceeded. Up to date, significant progress has been made in terms of:

e  The employment of women in senior management positions;

*  OQverall race and gender representivity within CIPRO; and

*  The employment of people with disabilities.

The following table represents CIPRO’s progress in comparison to EE Plan/Cabinet/EAP targets. (see tables 6.1-6.7 in
this regard)...

CATEGORY CIPRO TARGETS (2008/09) CIPRO’S CURRENT STATUS
SMS - Women 52.6% 50%
SMS - Black (Inclusive of African/ 73.7% 72.2%
Coloured and Indian descent)

Women (All levels) 60.1% 63.9%
People with disabilities 2% 1.8%
African 69.2% 72.6%
Coloured 6.8% 5.7%
Indian 5% 21%
White- 18.8% 19.5%

Employee Health and Wellness

Employee Health and Wellness Management is an integral and foundational pillar of organisational transformation
which is mainstreamed across the People Transformation Initiative. The organisation has successfully demonstrated its
duty to care. By way of example, there is improved HIV and AIDS gender and disability mainstreaming. Furthermore,
there is an encouraging level of cooperation and partnership with the dti. The activities in this area can be seen in the
annexure to the annual report under Performance Information.
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ABBREVIATIONS AND ACRONYMS

ABBREVIATION DESCRIPTION

ARIPO African Regional Industrial Property Organisation
BRMC Business Relations, Marketing and Communication
BUSA Business Unity South Africa

CAN Change Agent Network

CAR Compliance, Audit and Risk

CC Close Corporation

CCB Change Control Board

CCRD Consumer and Corporate Regulatory Division

CEO Chief Executive Officer

CFO Chief Financial Officer

CET CIPRO Executive Team

CHAMSA Chambers of Commerce and Industry South Africa
CIPRO Companies and Intellectual Property Registration Office
Clu Customer Interface Unit

CMT CIPRO Management Team

COTIl Council of Trade and Industry Institutions

COoOo Chief Operating Officer

CPI Consumer Price Index

CPD Continued Professional Development

CRF Corporate Registers Forum

CRM Customer Relations Management

CTP CIPRO Transition Programme

DEDT Department of Economic Development and Tourism
DDR Deregistered Directors’ Register

DPSA Department of Public Service and Administration
DPW Department of Public Works

EA Enterprise Architecture

EBI Ekurhuleni Business Initiative

ECDC Eastern Cape Development Corporation

EE Employment Equity

ECM Enterprise Content Management

ENE Estimates of National Expenditure

EPO European Patent Office

ICT Information and Communication Technology

IHR In-house Registry

IP Intellectual Property

ITIL IT Infrastructure Library

JICA Japan International Cooperation Agency

LED Local Economic Development

LIBSA Limpopo Business Support Agency

LIMDEV Limpopo Economic Development Enterprise

MISS Minimum Information Security Standards

MTREF Medium-term Revenue and Expenditure Framework
NAFCOC National African Federation Chamber of Commerce
NEPAD New Partnership for Africa’s Development

OCIPE Office of Companies and Intellectual Property Enforcement
OHIM Office for Harmonisation of International Markets
OPBDC Off-site Paper-based Disclosure Centre

PCT Patent Cooperation Treaty
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ABBREVIATION
PDA
PDE
PFMA
PILIR
PM
PMO
PoE
PRC
PSETA
PWC
QMs
R&D
RFQ
SADC
SAITEX
SAPO
SCM
SCP
SCOPA
SEDA
SLA
SP

SS

The dti
TO
TQaM
VCT
WIPO

DESCRIPTION

Performance Development Assessment
Performance Development and Evaluation
Public Finance Management Act

Policy on Incapacity Leave and lll-health Retirement

Project Management

Project Management Office

Proof of Evidence

Project Review Committee

Public Service SETA
PricewaterhouseCoopers

Quality Management System

Research and Development

Request for Quotation

Southern African Development Community
South African International Trade Exhibition
South African Post Office

Supply Chain Management

Standing Committee on Patent Law
Standing Committee on Public Accounts
Small Enterprise Development Agency
Service Level Agreement

Service Provider

Strategic Support Division

The Department of Trade and Industry
Temporary Officials

Total Quality Management

Voluntary Counseling and Testing

World Intellectual Property Organisation

The dti Campus Block F Private Bag X400
77 Meintjies Street Pretoria
Sunnyside 0001

Pretoria

0022

0861 843 384

Private Bag X237
Pretoria
0001
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