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VOTE 7: DEPARTMENT OF PUBLIC WORKS 2014/15 ANNUAL REPORT ANALYSIS 

09 October 2015

1. Introduction
The mandate of the Department of Public Works is derived from the Constitution of the Republic of South Africa, 1996, as well as the Government Immovable Asset Management Act (No. 19 of 2007). Public Works derive specific functional areas of concurrent national and provincial legislative competence in terms of Schedule 4 (Part A) of the Constitution.
 The Department’s objectives is to: 

· Formulate policy for the Public Works Sector.

· Coordinate, regulate and provide oversight of the Public Works Sector in terms of the accommodation, housing, land and infrastructure needs of National Departments.

· Enhance intergovernmental relations by co-ordinating concurrent Public Works functions.

· Lead and direct the implementation of the Expanded Public Works Programme (EPWP). 
· Encourage growth, job creation and transformation in the construction and property industries.

· Provide norms and standards for the Prestige Accommodation Portfolio.  

The Department’s mandate includes the following functional responsibilities in terms of the Government Immovable Asset Management Act (No. 19 of 2007) and the operationalization of the Property Management Trading Entity (PMTE):

· Undertake the custodial and portfolio management of national Government’s immovable assets.
 
· Formulate policy, coordinate, regulate and undertake oversight in the provision of accommodation and expert built environment services to Client Departments at National Government level. 
· Plan, acquire, manage and dispose of immovable assets under its custodianship. 
· Coordinate and provide strategic leadership in job creations initiatives through the management of the EPWP.

The Department of Public Works is also responsible for four entities. These are: 

· Agrèment South Africa (ASA). 

· Construction Industry Development Board (cidb).

· Council for the Built Environment (CBE).

· Independent Development Trust (IDT).   

2. Overall Performance and Achievements for 2014/15
The report provides an analysis of the performance of the Department of Public Works for the period 2014/15. It will highlight some of the challenges and successes of the Department for the year under review. 

The Department received a budget allocation of R6.1 billion for 2014/15 with which to accomplish its priorities. It represents a decrease of 0.9% in nominal terms, and 6.7% in real terms from the 2013/14 adjusted appropriation of R6.2 billion. The Department’s budget represents approximately 0.1% of the national appropriation by vote, excluding direct charges. 

2.1 Programme 1: Administration 

Provides strategic leadership and support services, including the accommodation and overall management of the Department.
The Administration programme completed 21 or 70% of a total of 30 targets for the year under review.
 A total of 9 or 30% of the targets were not achieved, while R1.17 billion or 99.6% of the total programme allocation of R1.18 billion was spent by the end of the financial year. 

The Programme underspent by R5.5 million of which:

· R3.7 million – Compensation of Employees.

· R340 000 – Goods and Services.

· R436 000 million – Transfers and Subsidies (household).   

The Programme also reported a high vacancy of 155 from a total of 1 184 posts. The Programme had 1 129 filled positions, with an added 542 posts filled additional to the establishment.
 

The Administration programme consists of six sub-programmes of which only Monitoring and Evaluation met its targets. The other five did not meet their performance targets, and include:

· Internal Audit introduced new audit approach and methodology that required additional on the job training for staff. It therefore only completed 22 of 27 approved Internal Audit Plans.
 
· Inter-Governmental Relations co-ordinated 3 of a targeted 4 quarterly performance review meetings with the ASA; CBE; cidb and IDT.

· Strategic Management Unit 12 Strategic Policies and Procedures were not uploaded within 14 days due to the dysfunctional Knowledge Management System and its replacement with Papertrail (a central hub for uploading documents).
  
· Corporate Services met 8 of its 9 targets. The revised organisational structure of the Department was not approved. This resulted in the review of the Human Resources (HR) Plan (that would act as a baseline for human resource capacity projections not being finalised.

· Finance and Supply Chain Management achieved 6 of its 10 targets.

· Clarify the target of 20% to reduce irregular expenditure of which a reported 10% or R3.5 billion was achieved based on the 2013/14 baseline of R35 billion for the Department and PMT?
   
· The target of the Department and the PMTE to settle all invoices with 30 days was not achieved. Clarify the implementation of billing and accounting systems, and new payment arrangement during 2014/15 that affected meeting this target?

· 51% of targeted 70% relevant bids for construction projects were awarded within 90 days.

· 0% of a targeted 30% of projects under the Planned Maintenance Programme were not awarded to contractors registered under the Contractor Development Programme (CDP).
  
2.2 Programme 2: Immovable Asset Management

Provide and manage Government’s immovable property portfolio in support of Government’s social, economic, functional and political objectives.

Programme 2 is one of the main programmes of the Department and received R2.83 billion of the total Department allocation. 
It reported on 43 targets of which 38 or 88.4% were achieved.
  At the end of the financial year a total of 5 of the targets were not achieved, while R2.76 billion or 97.5% of the programme’s budget was spent.
 The Programme underspent a total of R70.9 million or 2.5% during the 2014/15 financial year. 
The Programme has 4 520 posts filled from a total of 5 895. The Programme reported a vacancy of 1 375 posts, and 552 positions additional to the establishment were also filled.
   

Immovable Asset Management Programme consists of six sub-programmes, none of which achieved all their performance targets.

The Minister of Public Works introduced the Turnaround Strategy at the beginning of 2012. It was aimed at ensuring the stabilisation of the Department; working towards a clean audit; completing a skills audit to determine the gaps in the skills requirements; and repositioning the Department to fulfil its core mandate. 

The planned intervention also aimed to ensure that the Department finalised a usable, updated and comprehensive Immovable Asset Register (IAR), which remains one of the requirements for the Department to receive a clean audit. The Department employed a number of consultants to assist in the IAR project and spent a total of R480.2 million on consultants; contractors; agency/outsourced services; computer services; infrastructure and planning services and legal services etc.
 The allocation constitutes an overall decrease of R52.4 million from the R532.7 million of the 2013/14 financial year. The allocation was spent as follows:
 

· R118.6 million on Contractors, an increase of R17.8 million from the R100.7 million of 2013/14. 

· R254.7 million on Agent and support/outsourced services, an increase of R53.7 million from the allocated R201.1 million in the previous year. 

· R48.2 million on Consultants: Business and advisory services, a decrease of R211.2 million from the R169.4 million.

· R22.5 million on Legal Services, an increase of R4.1 million from the R18.4 million of 2013/14.

· R35.9 million on Computer Services, an increase of R11.1 million from the R24.8 million of 2013/14.

· R22.9 million on Infrastructure and Planning, an increase of R4.6 million from the R18.2 million of the previous year.  

Asset Investment Management sub-programme achieved nine of the 11 performance targets. The following targets were not achieved:
  

· Populated the Immovable Asset Register with GRAP compliant information fields of 32 677 properties (a deviation of 24 194) of a targeted 56 871 properties. 

· Confirmed ownership (Vesting) of 761 land parcels (a deviation of 10 239) from the target of 11 000.

· Valued 45 907 to determine the deemed carrying value of a targeted 113 742 immovable assets. A total of 67 835 immovable assets were not valued.

· Two of 22 planned properties were approved by the Minister of Public Works for release for human settlements. A total of 20 were not approved.   

· One of the 40 planned properties (as identified by the Department of Rural Development and Land Reform) were released for land reform purposes.  

· The following policies were not approved by the Accounting Officer by 30 September 2014:

· Property Performance Standards. 

· Asset Management Framework.

Projects and Professional Services sub-programme did not achieve the following targets:

· 180 of 542 construction projects (deviation of 362) were completed.  

· 33 of 51 buildings were made accessible to people with disabilities. A total of 18 were not made accessible according to the Capital Works Implementation Programme (CWIP).

· Completed one (Beit Bridge) of two (Maseru) Master Plans for One Stop Land Ports of Entry.

· None of the targeted 11 User Departments have approved Infrastructure Programme Implementation Plans (IPIPs).

· The ration of 1:45 remained unchanged from the targeted 1:10 Project Managers per project was not achieved.    

Inner City Regeneration sub-programme did not achieve 3 of its 7 targets:

· Salvokop Township was not proclaimed due to the incomplete Noise Impact Study. 
· Accommodation solutions were not produced for the Department of Public Works and the South African Police Service (SAPS).

Issues for consideration:

· Clarify the 10 accommodation solutions reported for the 2014/15 financial year from a target of 5 accommodation solutions?

· What was the impact of providing accommodation solutions for 5 Departments (SAPS; South African Social Security Agency (SASSA); National Treasury (NT); Department of Agriculture, Forestry and Fisheries (DAFF); Department of Communications (DoC)) that were not part of the 2014/15 target?

· What was the reason for not providing accommodation solutions for the Department of Public Works and SAPS? What was the impact? 

Operations Management sub-programme achieved two of the seven planned targets with the following targets not achieved:
 

· Target of 0 expired leases for accommodation not met, with 323 expired leases running on a month-to-month basis.

· A total of 16 of a targeted 43 leases were signed within 30 days after the finalisation of the bidding process.

· Closed 9 680 of maintenance breakdowns against a total of 53 215 open calls.

· Retrofitted 3 of a targeted 11 buildings with water savings installations. 

· 0 of the 12 targeted pilot Outcome-based Facilities Management contracts were signed by the Project Manager due to the lack of a maintenance budget to implement the project. 

Issues for consideration:

· What is the impact on the Department of managing 323 expired leases on a month-to-month basis? 

· What is the financial impact of the monthly leasing? What steps were taken to resolve the issue? 

· What measures has the Department put in place to ensure that lease agreements are finalised timeously with landlords; completing outstanding Procurement Instructions and confirming availability of funding for Client Departments?

· Apart from identifying under reporting of completed jobs by Client Departments, what measures has the Department put in place to resolve the 43 565 open calls? How will the Department ensure that breakdowns are completed within agreed timeframes after a complaint has been logged?

· The Department planned to retrofit 11 buildings with water savings installations that would generate an estimated income of R1.9 million. How much income was generated from the 3 retrofitted buildings and what was the loss of not retrofitting the other 8 buildings?

· What measures has the Department put in place to address issues such as delays in procurement processes? 

· Clarify adding a new performance indicator of signing 12 pilot Outcome-based Facilities Management contracts without having a maintenance budget to implement the project?
Key Accounts Management (KAM) sub-programme achieved:

· 0 of 31 targeted Service Level Agreements (SLAs) were not received from Client Departments.  
· No procurement instructions were issued due to the CWIP not being signed-off by Client Departments. 
Special Intervention Projects sub-programme is a new indicator and did not achieve any of the following three targets:

· None of the 36 Schools prioritised by the Department of Basic Education were constructed.
· None of the 125 Schools prioritised by the Department of Basic Education were beautified due to the project scope of the service provider not being finalised by the Department of Basic Education. 

· None of the 10 low-cost Bailey Bridges prioritised by the Department of Public Works were constructed, due to outstanding legal issues with the appointed service provider.
2.3 Programme 3: Expanded Public Works Programme (EPWP) 

Ensure the creation of work opportunities and the provision of training for unskilled, marginalised and unemployed people in South Africa by coordinating the implementation of the EPWP.

The EPWP received the second largest allocation after Programme 2, with a total of R1.95 billion of which 98.9% or R1.93 billion was spent. It underspend by R20.9 million or 1.1%.
The bulk of the programme’s allocation, R1.20 billion is for transfers and subsidies to Provinces and Municipalities for payment of Conditional Grants towards the implementation of EPWP projects. 
The Programme did not meet 2 of its 6 performance targets, while the four it did achieve exceeded their set targets.
The EPWP staff compliment equals 215 or 81.4%, and a vacancy of 49 positions from 264 available positions.
 Six positions was also filled additional to the establishment.    

The following targets were achieved:

· Created 1 103 983 work opportunities, thereby exceeding the target of 1 045 000 by 58 983 work opportunities. 

· Trained 3 816 beneficiaries through the National Skills Fund, exceeding the target of 800 by 2 016 trained beneficiaries.
· Created 780 033 work opportunities in rural Municipalities, exceeding the target of 600 000 by 180 033.
· Disbursed total EPWP performance-based allocations to all eligible public bodies across the sectors.    

The EPWP programme exceeded some of its performance targets due to the following:

· Provided technical support to the Provinces, Municipalities, as well as all other spheres of Government to ensure that all EPWP requirements are met. 

· Use of alternative procurement processes, such as the use of the SETAs to procure training providers.

· Prioritised EPWP projects in rural Municipalities. 

The following targets were not met: 

· The 3 500 target of National Youth Service (NYS) participants was not reached with 1 210 or 34.6% of youth taking part in the programme. A further 2 290 youth did not participate in the programme. 

· The Department created a total of 4 343 work opportunities, an underachievement of 15 657 from a target of 20 000 work opportunities. 

Delays in procurement processes is the main factor cited which affected the implementation of projects identified and planned by the Department.
   

The programme underspent by R20.9 million as follows:
 

· R19.9 million on the EPWP sub-programme. 

· R1.2 million on the EPWP Performance Based Incentive Allocations.
· The Department virement a total of R4.8 million from the EPWP sub-programme:

· R3.8 million under Current Payment for the Compensation of Employees.

· R976 000 under Payment for Capital Assets for Machinery and Equipment.  

The Auditor-General highlighted the following in terms of the reliability of reported performance information of the EPWP:

· Adequate and reliable corroborating evidence could not be provided for 26% of the targets to assess the reliability of the reported performance information. 

· This was due to the absence of guidelines on document retention and records management for implementing bodies of the EPWP programme.  
2.4 Programme 4: Construction and Property Policy Regulation

Promotes the growth and transformation of the construction and property industries, as well as uniformity and best practice in construction and immovable asset management.

Programme 4 only met 3 of its 7 targets for the 2014/15 financial year. The Programme received R34.3 million and spent R31.4 million or 91.3% of its allocation. The Programme’s staff complement consists of 24 positions of which 11 are filled and 13 are vacant, (and 1 post was filled additional to the establishment).
 This Programme has the lowest vacancy in the Department; however, it is also a crucial programme as it deals with policy formulation for the construction and property sectors; and the drafting of legislation,
 amongst others.    

Four of the programme’s targets were not finalised or approved by 31 March 2015. These targets mainly relate to the finalisation of policies and legislation.
 

· Final Built Environment Professions legislation was not submitted to Cabinet for approval to gazette for public comment. 

· Revised IDT Bill was not developed, due to the legislation being replaced by the revision of the IDT’s Business Case to establish it as Institution of Government.

· The revision of the Draft White Papers on Public Works functions; and the Construction Industry were not developed.
· Revised Construction Sector Codes were not submitted to the Department of Trade and Industry (dti) for gazetting.

· Final Draft of the Immovable Asset Investment Policy was not submitted to the Minister for approval. 
Explanations provided included: delayed internal consultation processes; revision of type of legislation required to address challenges of the IDT; underestimating duration of consultation with key stakeholders; as well as inadequate internal capacity. 

2.5 Programme 5: Auxiliary and Associated Services 

Fund various services, including compensation for losses on the Government-assisted housing scheme, assistance to organisations for the preservation of national memorials, and meeting protocol responsibilities for State functions.

This programme does not have a staff complement as its main function is to transfer funds and meet protocol responsibilities for State functions. The Programme received an allocation of R132.19 million which was increased by R31.0 million from the R101.2 million received in the 2013/14 financial year. A total of R132.17 million or 99.9% of the allocation was spent. 
The Programme underspent by R31 000 of which R30 000 was underspend on the Sector Education and Training Authority and R1 000 on Distress Relief sub-programmes.
 

The Department exceeded its planned performance target by 10 when it provided infrastructure support for 23 planned Prestige Events. It also reported providing infrastructure support for 10 unplanned Prestige Events.
 

The allocation of R67.7 million towards State Functions was increased to R107.9 million due to the virement of R40.3 million from Goods and Services.
 
These two sub-programmes under the Auxiliary and Associated Services programme usually receives the bulk of the programme’s allocation. The Department indicated in the past that the challenges with the above sub-programmes included uncertainty in planning for certain State functions such as funerals or unplanned functions; as well as fluctuations in the exchange rate. These issues sometimes impact negatively on the planning of the Department and budget allocated under Programme 5.   
3. Human Resources

The Department has a total of 7 367 posts of which 5 775 were filled at the end of 2014/15 with another 1 101 filled positions additional to the establishment.
 During the year under review, the Department’s vacancy stood at 1 592.  

Table 1: Employment and Vacancies per Programme

	Programme
	Number of Posts
	Filled Posts 
	Vacant Posts
	Posts Filled Additional to  Establishment

	1. Administration
	1 184
	1 029
	155
	542

	2. Immovable Asset Management 
	5 895
	4 520
	1 375
	552

	3. EPWP
	264
	215
	49
	6

	4. Property and Construction Industry Policy Regulations
	24
	11
	13
	1

	TOTAL 
	7 367
	5 775
	1 592
	1 101


The largest portion of the 1 592 vacancies falls under Programme 2: Immovable Asset Management followed by Programme 1: Administration with a total of 1 375 and 155 vacancies respectively. The two programmes also have the largest portion of Filled Posts Additional to the Establishment: 552 and 542 for Programmes 2 and 1 respectively.  
A total of 434 positions on the establishment were in areas of critical occupations that included: Architects, Town and Traffic Planners; Chemical and Physical Science Technicians; Civil Engineering Technicians; Engineers and related professionals; Mechanical Engineering Technicians; Quantity Surveyors etc.

The Department filled 257 of these critical positions (as well as an additional 49 posts additional to the establishment), but had a vacancy of 177.
  The largest vacancy was in the Engineers and related professionals field with a total of 106 vacant positions, of which only 152 of 258 posts were filled. Another 23 positions were filled additional to the establishment. The Department also had a vacancy of 21 from a total of 31 posts in the Civil Engineering Technicians field, with only 10 positions filled and 1 additional to the establishment. The Mechanical Engineering Technicians field had the highest vacancy of 14 in terms of available positions 17, with only 3 positions filled and 0 additional to the establishment. 
The Department appointed a total of 49 people in posts that were filled additional to the establishment. The impact of this meant that the positions that were already vacant on the establishment’s organogram were therefore not filled.

Table 2: Reasons Staff Left the Department

	Termination Type
	Number for 2014/15
	Number for 2013/14


	Death 
	44
	42

	Resignation 
	193
	112

	Expiry of Contract
	329
	148

	Transfers
	2
	1

	Discharged due to ill health
	3
	3

	Dismissal – misconduct
	10
	7

	Retirement 
	124
	86

	Total
	705
	399


A total of 705 personnel left the Department for various reasons, with the highest number, 329 due to expiry of contracts; followed by 193 resignations; and 124 persons retiring.
 In addition, 44 people died; 10 were dismissed due to misconduct and 3 were discharged due to ill health. It is of concern that a total of 646 or 91.6% personnel left the Department due to contracts expiring; resignations and retirement. 

Issues for consideration:

· Clarify the total increase of persons leaving the Department in 2014/15 to 705 or 56.6% from the 399 in 2013/14? 

· Has the Department instituted a succession plan, particularly the transferring of skills prior to people retiring?      

· Clarify which positions were filled by the 124 people who retired?  

· The Department has experienced a high rate of retirements over the last few years, what has been the impact?  

· Clarify the reason for 329 contracts expiring? In which areas were these contract workers employed? 
· What impact has the expiry of these contracts had on the work of the Department?   
A total of 92 misconduct and disciplinary hearing were finalised and include:

· 8 – Dismissals.

· 5 - Suspension.

· 3 – Demotion.

· 16 – Final written warnings.

· 49 - Written warnings.

· 4 – Verbal warnings.

· 5 - Corrective counselling.

· 1 – Case dismissed.

· 1 - Not guilty.

The reasons for the misconduct and disciplinary hearings included some of the following issues:

· 3 – Bribes or committed fraud, corruption and nepotism.

· 1 – Theft.

· 5 – Failure to comply with procurement procedures, unauthorised, irregular, fruitless and wasteful expenditure.

· 4 – Assault.

· 6 – Misuse, abuse or unauthorised use of State property.  

· 25 – Negligence, dereliction of duty.   

The Department reported three persons were under precautionary suspension for a period exceeding 30 days. The average number of days of suspension equalled 90 days at a cost of R185 880.
 
Issues for consideration:

· Clarify the status of these cases?

· Is the R185 880 the total cost paid by the Department for the three suspensions, or is it per person?

4. Issues Highlighted in the Report by the Auditor-General for 2014/15 Financial Year

The Department of Public Works (DPW) received an Unqualified Audit Opinion (with emphasis of matters and additional matters) for the 2014/15 financial year. The Property Management Trading Entity (PMTE) received a Qualified Audit Opinion (including emphasis of matters and additional matters) from the Auditor-General (AG) for the 2014/15 financial year. 

This section will only provide a select list of issues highlighted by the AG.

4.1 Department of Public Works

The AG highlighted challenges that included:

· Material impairments to the amount of R52.9 million were provided for as a result of irrecoverable receivables.

· The Department materially underspent the budget on Programme 2: Immovable Asset Management (Infrastructure: Public Works) by an amount of R70.6 million, which resulted in the Department’s planned infrastructure delivery projects not being fully met. 

· No material findings on the usefulness and reliability of the reported performance information of Programme 2: Immovable Asset Management and Programme 4: Property and Construction Industry Policy Regulation could be found.

· Adequate and reliable corroborating evidence could not be provided for 26% of the targets to assess the reliability of the reported performance information for Programme 3: EPWP. 

· Effective, efficient and transparent risk management and internal control with respect to performance information and management was not maintained as required by Section 38(1)(a)(i) of the PFMA.

· Goods and services with a transaction value below R500 000 were procured without obtaining the required price quotations as per Treasury Regulation 16A8.3.

· The Accounting Officer did not take effective steps to prevent irregular and fruitless and wasteful expenditure, as required by Section 38(1)(c)(ii) of the PFMA and Treasury Regulation 9.1.1.   

· Effective and appropriate disciplinary steps were not taken in certain instances against officials who made or permitted irregular expenditure as required by Section 38(1)(h)(iii) of the PFMA and Treasury Regulation 9.1.3.   

· Funded vacant posts were not filled within 12 months after becoming vacant as prescribed by the Public Service Regulation 1/VII/C.1.A.2.
· Investigations: Numerous internal allegations mainly related to transgressions with respect to SCM, potential fraud and financial misconduct are being investigated on an ongoing basis.

· The report on the probe by the Special Investigating Unit (SIU) on allegations related to the Prestige Project of the private residence of the President at Nkandla was concluded on 20 August 2014.

4.2 Property Management Trading Entity (PMTE)

The AG highlighted challenges that included:

· The AG was unable to determine the full extent of the understatement of accruals of R1.5 billion as the PMTE did not have an adequate system to identify and record outstanding payments for goods and services and services received but not yet paid at year-end.
· Financial statements were not submitted within two months after the end of the financial year as required by Section 40(1)(c)(i) of the PFMA.  
· The AG could not obtain sufficient appropriate audit evidence that invitations for competitive bidding were always advertised in the Government tender bulletin as required by Treasury Regulation 16A6.3(c). 
· Effective measures were not instituted to ensure that correct payments were made to suppliers of private leases. Payments made on leases from the Property Management Information System (PMIS) resulted in overpayments to landlords as the information on the PMIS did not agree in all instances with that contained on signed agreements. 
· Reviewing and monitoring of compliance with applicable laws and regulations was not effective. In certain instances non-compliance related multi-year contracts entered into during previous years.  
· Expand the capacity of the Risk Management and Internal Audit Units to address risks and internal control deficiencies.  
· On-going internal investigations: related to SCM transgressions; potential fraud and financial misconduct; alleged abuse of urgent and emergency procurement; and the utilisation of sole suppliers. The investigations aimed to determine if there was collusion between officials and service providers, as well as, reckless spending of funds.
 

5. Technical Aspects of the Report
The following reported targets are unclear:

· None of the 36 Schools prioritised by the Department of Basic Education were constructed. The reason provided for the deviation is that the project was handed to the IDT for implementation.

The Prestige Management sub-programme reported on 3 new indicators which it did not achieve and no targets were provided against which the achievement could be measured:

· Delivered 53 office and residential movable assets to Prestige Clients within 60 days of receiving the request.  

· Resolved 1 851 maintenance issues (electrical and plumbing) within 5 days after the complaint was logged. 

· Resolved 2 629 maintenance issues (excluding electrical and plumbing) within 30 days. 
The following reasons were provided for not achieving the above targets:

Challenges experienced in gaining access to certain properties. 
Delays in deciding on the movable assets for offices or residences as well as the clients not being available at the time for making a choice and reporting. 

The following issues were also noted:

· p. 201 - Verbal Written Warning instead of Verbal Warning.
· P. 213 page numbers for programmes were not inserted. 

· No page numbers are provided after p. 437. 

___________________________________________________________________________
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