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25 August 2016 

BRIEF: THE SELECTED DEPARTMENTS FOR THE FIRST 2015/16 AND THE FOURTH QUARTER – 2015/16 

A. INTRODUCTION

This brief analysis is intended to assist the Standing Committee of Appropriations’ Committee Management Meeting in the process of identifying departments to be invited for hearings on their 2015/16 quarter fourth and 2016/17 first quarter expenditure outcomes. These departments were selected based on their notable unsatisfactory expenditure performance during the fourth quarter of 2015/16 and the first quarter of 2016/17. Noteworthy, is that the suggested departments form part of a broader list of departments which have been identified as priority departments for the remaining part of 2016/17 for the Committee. These include the following:

B. Table 1: List of the Selected Departments 

1. Basic Education

2. Health

3. Public Works

4. National Treasury

5. Department of Telecommunications and Postal Services

6. Water and Sanitation

	DEPARTMENT NAME
	2015/16 4TH QUARTER


	2016/17 1ST QUARTER



	1. Basic Education
	· R423.4 million underspending on the ASIDI in the Eastern cape
	· Slow spending on the ASIDI in the Eastern cape

	
	· R51.9 million underspending from the Annual national Assessment (ANA) due to non-participation by some schools
	· Expenditure on workbooks will only take place in Quarter 2, while it was initially projected to happen in Quarter 1

	
	· R36 million from the EPWP Kha Ri Gude incentive grant due to delays in finalising the calculation of full time equivalents (which is used to determine the amount due to the department) for the EPWP Unit at DPW.
	· The late payment of stipends for Kha Ri Gude volunteer educators for 2015/16 contributed to the 3.03 per cent under expenditure. 

	
	· R75 million underspending on condoms due to delays in the procurement
	

	Issues for the Committee: 

· The Committee could use this opportunity to discuss challenges surrounding poor performance on ASIDI.

· There is a need for clarity on the implementation of ANA going forward. 

· There is a need for clarity round the delays in the distribution of school workbooks. 

	
	
	

	2. Health
	· R41 million underspending on HPV vaccination campaign due to non-submission of claims by provinces to be reimbursed by the department

· Breakdown the conditional grant expenditure of R33.6 billion which transferred to provinces and municipalities. 

· The NHI pilot district, National Health Grant only spent 79.4 per cent due to delays on claims by provinces.  

· Slow spending of 50.4 per cent for male condoms, and there was not spending for female condoms. The supplier for performance management is a responsibility of the Department, it is there unacceptable that expenditure continues to be low on condoms.

· Expenditure has grown in P4 owing to the Port Health

· R75 million underspending on condoms due to delays in the procurement

· R15.4 million underspending on the development of a hospital reimbursement mechanism (DRG) project.

· R18.9 million underspending on the Demographic Health Survey - work was started later than anticipated as the department was looking for alternative donor funding to cover shortfall from a donor who withdrew funding commitments

·  Service function shift from provinces to national. The Department inherited employees wherein certain provinces had accrual performance bonuses, overtimes, etc.  
	· Slow spending was due to lease payment made from unanticipated savings for Civitas Building. 

· There is a concern around the value of the lease (R128 million), as other components of the Dep. has moved out of the building, and some will be moving out soon.

· Higher spending was due to the health professional contracting component of the National Insurance grant.

· The Department has reported 1.6 per cent under expenditure in the first quarter 2016/17. 

· The types of contracting innovations being piloted are not clear.

· Delays in the procurement process led to higher that anticipated expenditure. Slow expenditure owing to lack of spending on Health Facility Revitalisation component for the NHI indirect grant.  

· Virements request was received for 2016 Appropriation.

	
	· R15.4 million underspending on the development of a hospital reimbursement mechanism (DRG) project - it is unclear what progress has been made despite numerous requests for progress reports on this project.
	

	Issues for the Committee: 

· It is unclear what progress has been made around the development of a hospital reimbursement mechanism (DRG) project.  

· The Committee could use this opportunity to discuss progress in the NHI pilot project as well as spending on infrastructure grants such as the NHI Grants. 
· Health should consider ways to improve general Infrastructure planning and coordination, currently, a large number of smaller projects are included in the master project list for the National Health Insurance Indirect Grant. This negatively impacts the Department’s ability to deliver on the larger projects. Consideration should therefore be given to whether maintenance projects should be shifted back to provinces

	
	
	

	3. DTPS
	· Underspent by R105.2 million mainly due to Underspending on SA Connect and funds were shifted to SA Post Office for the national address system and Sentech for dual illumination. 


	· 74 per cent spending in ICT Enterprise Development and oversight due to once-off recapitalisation of the SA Post Office.

· Lower than expected spending in ICT Infrastructure Support due to funds not transferred to USAASA as the department received insufficient information on the utilisation of previous transfers

· The ongoing litigation related to the STB technology.


	Issues for the Committee: 

· The Committee could use this opportunity to discuss challenges facing the SOUTH African Post Office (SAPO).

· The issue of Set up Box technology, digital migration and broadband infrastructure. 

· And whether the South African government will meet the 2020 deadline for Universal Access to digital migration. 



	
	
	· 

	4. Public Works
	· vacant positions

· Underspending on the EPWP linked to the IDT
	· Slow spending on goods and services, outstanding invoices from service providers, delays in appointing service provider to recover PMTE expenditure.  

· Lower than anticipated invoices for municipal services.  Critical post not being filled, (DDG IGR Coordination).

· High spending is due to PMTE reliance on DPW persal system for its personnel salaries.  

· National Treasury has granted approval for the virements to increase the Commonwealth War Graves Commission allocations.

· The DPW, is unable to Bill other client departments on time, and this affects the cash flow of other departments as far as their quarter projections are concerned. 

· The Department has reported an over expenditure of -0.3 per cent in the first quarter. 

	Issues for the Committee: 
· The Committee could use this opportunity to discuss challenges of the billing system, challenges facing the Independent Development Trust (IDT) etc.

· The heavy reliance of PMTE on DPW’s persal for the payment of its employees. 

· Inviting both IDT and PMTE for the Committee hearings of the first and fourth quarter expenditure reports.

· The process in formalizing the establishment of the Agremen South Africa to comply with the PFMA imperative as an entity.  

	
	
	

	5. National Treasury
	R314.2 million mainly due to slow spending on the Jobs Fund 

Issues around transfer of conditional grants to municipalities.


	

	
	Transfers to municipalities
	

	Issues of the Committee: 

· The Committee could use this opportunity to get to the bottom of the challenges facing the rolling out of the Jobs Fund as well as the issue of grants that are not reaching municipalities. 

	6. Water Affairs
	· DWA spent 98.7 per cent at the end of the financial year, leaving a balance of R190 million unspent. 

· Under expenditure on P2 was due to delays in the completion of feasibility study of various projects. Slow spending of 28 per cent on Rural Household Infrastructure Grant. 

· The R164.4 million was adjusted to R1.735 billion or 1055.4 per cent for Water Trading Entity: Operations and maintenance.

· Only 43 per cent was spent on Regional Bulk Infrastructure: in Magalies Water Board for Pilanesberg Bulk Water.  

· Slow spending of 68.9 per cent on Municipal Water Infrastructure Grant. 

· Request the provincial and municipal expenditure on conditional grants that are transferred by the Department as direct grants, including Water Boards. This will assist in assessing whether grants expenditure is on track after being transferred. 
	· Department had projected to spend 12.46 per cent in the first quarter, but managed to spent 13.10 per cent. In our view this was serious under projection, the normal quarterly bench mark ought to be around 25 per cent per quarter, not unless there are valid reasons for such under projection.

· Over spending was due to more than planned transfer payments to WTE. 

· There is delay in the implementation of projects, delay in the submission of invoices for Bucket Eradication. 

· Delays in the appointment of service provider to assist with internal audit function. 

· Non filling of vacant positions & Delays in the finalisation of Total Water Services Business Master Planning Term Contract. 

· Employees were erroneously compensated under P5.

	Issues for the Committee: 

· The Department needs to consider the transfers expenditure by both receiving municipalities and provinces. 

· The Department needs to consider inviting Water Research Council to brief the Committee on challenges around the water sector. 

· The Department needs to explain the rationale behind the low projection of 12, 46 per cent to be spent in the first quarter 2016/17. 

· The Department needs to explain the under performance of the Rural Household Infrastructure Grant (RHIG). 

· The Department needs to explain the slow spending on the Bucket Eradication Programme. 




C. SOURCES:
National Treasury (2015) Standing Committee on Appropriations, Fourth Quarter Expenditure Report – 2015/16

National Treasury (2016) Standing Committee on Appropriations, First Quarter Expenditure Report – 2015/16
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