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FEBRUARY 2017 
NATIONAL GOVERNMENT DEPARTMENTS’ THREE YEAR TRENDS ON CONTIGENT LIABILITIES, ACCRUALS, COMMITEMENTS AND OVER/UNDER EXPENDITURE ON VOTED FUNDS

1. Introduction and summary of the audit outcomes 

The objective of this paper is to give a brief overview of selected National Government Departments trends on contigent liablities, committements, accruals and over/under expenditure on voted funds. This brief will also shed a light on the accruals versus voted funds that departments surrendered to the revenue fund from 2013/14 financial year to the 2015/16 financial year. 
2. Accruals and over/under expenditure on voted funds
An accrual is “an expense or revenue incurred in a period for which no invoice or payment changed hands by the end of the financial year. In addition, accruals are used for benefits that have already been taken by the department or company but for which payment has not yet been made, or services that have already have been provided but for which payment has not yet been received”
. Regarding  monies owed by government institutions, section 8.2.3 of the Treasury Regugulations read together with section 38(1)(f) of the PFMA place  amongst the responsibilities of the accounting officer’s as settling all contractual obligations and to pay all money owing, including intergovernmental claims, within the prescribed (30 days) or agreed period. Table 1 below shows accruals for governments departments in comparison with voted amounts not spent and which had to be transferred to the National Revenue Fund. In instances where the colour codes are red in table 1 below, it is an indication that had the respective government department been able to settle all their obligations within the respective financial  year, the Department whould have incurred unauthorised expenditure
 as expenditure was going to exceeds the voted funds.
Table 1: Accruals and voted funds to be surrendendred to the National Revenue Fund (R’000)
	Departments (R'000)
	ACCRUALS (R'000)
	VOTED FUNDS TO BE SURRENDERED TO REVENUE FUND (R'000)

	
	2013/14
	2014/15
	2015/16
	Annual Average % 
	2013/14
	2014/15
	2015/16
	Annual Average % 

	Mineral Resources
	24 262
	43 669
	24 021
	-0,5%
	6 630
	1 907
	61
	-90,4%

	National Treasury 
	39 211
	44 399
	30 320
	-12,1%
	125 209
	521 392
	314 245
	58,4%

	Department of Tourism
	4 291
	3 255
	6 127
	19,5%
	7 907
	25 666
	16 784
	45,7%

	Department of Trade and Industry
	68 494
	73 156
	71 055
	1,9%
	87 093
	100 592
	26 185
	-45,2%

	Department of Environmental Affairs 
	40 731
	70 630
	71 034
	32,1%
	6 535
	5 327
	5 377
	-9,3%

	Department of Rural Development and Land Reform 
	223 898
	116 828
	122 743
	-26,0%
	5 684
	59 550
	79 314
	273,5%

	Department of Public  Enterprises 
	1 779
	1 508
	238
	-63,4%
	21 671
	19 481
	42 919
	40,7%

	Department of Labour 
	52 037
	58 256
	54 652
	2,5%
	73 803
	126 356
	92 239
	11,8%

	Department of International Relations and Cooperation 
	186 533
	66 779
	2 048
	-89,5%
	200 888
	108 687
	32 614
	-59,7%

	Department of Higher Education and Training 
	45 938
	104 073
	65 716
	19,6%
	1 931
	1 160
	84 584
	561,8%

	National Department of Health 
	124 990
	119 172
	188 095
	22,7%
	703 085
	745 915
	215 100
	-44,7%

	Department of Economic Development
	5 715
	1 937
	1 179
	-54,6%
	71
	1 948
	2 045
	436,7%

	Department of Basic Education 
	429 671
	671 163
	551 421
	13,3%
	608 161
	167 458
	644 178
	2,9%

	Department of Military Veterans 
	4 658
	15 392
	12 340
	62,8%
	185 481
	41 940
	232 750
	12,0%

	Department of Defence 
	212 830
	351 268
	155 295
	-14,6%
	210 663
	14 498
	16 627
	-71,9%

	Department of Public Works 
	67 638
	31 361
	23 326
	-41,3%
	158 838
	104 798
	31 078
	-55,8%

	Department of Transport 
	139 949
	102 732
	151 037
	3,9%
	127 575
	16 413
	294 290
	51,9%

	Department of Public Service and Administration 
	14 273
	15 008
	12 640
	-5,9%
	29 440
	61 248
	6 690
	-52,3%

	Department of Agriculture, Forestry and Fisheries 
	39 694
	56 041
	50 345
	12,6%
	70 969
	63 510
	8 208
	-66,0%

	Department of Science and Technology
	11 431
	8 734
	13 972
	10,6%
	28 666
	90 846
	28 644
	0,0%

	Total 
	1 738 023
	1 955 361
	1 607 604
	-3,8%
	2 660 300
	2 278 692
	2 173 932
	-9,6%


3. Commitements 
Commitments are recorded at cost when there is a contractual arrangement or an approval by management in a manner that raises a valid expectation that the Department will discharge its responsibilities thereby incurring future expenditure that will result in the outflow of cash. Commitements reffered to in table 2 below contains both capital and current expendintitures and these expenditures can either be approved and contracted by management or approved and not yet contracted by management. 
Table 2: Departments’ total committement (R’000), (2013/14-2015/16)
	Departments (R'000)
	COMMITEMENTS

	
	2013/14
	2014/15
	2015/16
	Annual Average %

	Mineral Resources
	14 788
	17 316
	10 057
	-17,5%

	National Treasury 
	736 777
	8 383 077
	7 579 598
	220,7%

	Department of Tourism
	26 617
	101 599
	569 605
	362,6%

	Department of Trade and Industry
	110 940
	95 966
	68 761
	-21,3%

	Department of Environmental Affairs 
	4 560 248
	9 189 785
	8 506 221
	36,6%

	Department of Rural Development and Land Reform 
	6 251 525
	6 181 436
	7 655 724
	10,7%

	Department of Public  Enterprises 
	17 178
	21 213
	29 100
	30,2%

	Department of Labour 
	200 072
	18 414
	324 304
	27,3%

	Department of International Relations and Cooperation 
	494 404
	703 831
	587 391
	9,0%

	Department of Higher Education and Training 
	20 114
	15 696
	29 564
	21,2%

	Department of Health 
	791 899
	897 082
	1 909 885
	55,3%

	Department of Economic Development
	507
	632
	4 421
	195,3%

	Department of Basic Education 
	6 515 979
	4 849 267
	3 005 001
	-32,1%

	Department of Military Veterans 
	410
	2 414
	435
	3,0%

	Department of Defence 
	3 564 436
	3 554 084
	4 255 792
	9,3%

	Department of Public Works 
	306 142
	284 318
	180 843
	-23,1%

	Department of Transport 
	510 208
	378 774
	318 391
	-21,0%

	Department of Public Service and Administration 
	39 853
	111 134
	94 462
	54,0%

	Department of Agriculture, Forestry and Fisheries 
	165 806
	165 705
	194 672
	8,4%

	Department of Science and Technology
	21 233
	26 636
	29 451
	17,8%

	Total 
	24 349 136
	34 998 379
	35 353 678
	20,5%


4. Contigent liabilities 

A contingent liability is: 

· a possible obligation, whose existence will be confirmed only by the occurrence or non-occurrence of one or more uncertain future event(s) not wholly within the control of the entity; or 

· a present obligation that is not recognised because, the outflow of economic benefits or service potential is not probable; or 

· A real present obligation, that may not be recognised, either because the “when” (timing) or because the how much (measurement) is not known.
 

According to the National Treasury, “contingent liabilities should never be recognised, but should be disclosed, unless the possibility of an outflow of economic resources or service potential is remote (GRAP 19 Guideline, 2014)”. Table 3 below indicates how much of contigent liablities are disclosed in the selected department’s annual financial statements for each of the years under review. However, it is worth noting that departments like the National Treasury, Public Enteprices and the Department of Transport’s total contigent liabilities are influenced by the guarantees and intresrest to other State Owned Entities. However, for the Department of Trade and Industry, the figures are mostly influenced by incentive grants approved by the DTI which are not always disbursed in the year of approval. In addition, based on the rules of a particular incentive scheme, grants approved in one year may be disbursed over a period of one to three years following approval and the disbursement of the incentive grant is in all cases conditional on the recipient firms carrying out their approved projects in line with the guidelines of the respective incentive scheme and meeting key performance requirements that are linked to the particular incentive such as achieved investment, output, employment, etc. In other government departments, contigent liabilities are influenced by cases which will only be settled on decision of the court or if the department accepts liability, both of which are unknown. In those instances, the amounts disclosed are not necessarily the claim amount, but the amount determined as the most likely amount that the court might settle on. 
Table 3: Contigent Liabilities (R’000), 203/14-2015/15

	Departments (R'000)
	2013/14
	2014/15
	2015/16
	Annual Average %

	Department of Mineral Resources
	1 998 014
	1 990 814
	7 320 080
	91,4%

	National Treasury 
	30 011 788
	17 273 575
	26 672 200
	-5,7%

	Department of Tourism
	15 392
	15 272
	15 254
	-0,4%

	Department of Trade and Industry
	11 644 500
	9 324 105
	6 842 170
	-23,3%

	Department of Environmental Affairs 
	8 278
	9 045
	8 323
	0,3%

	Department of Rural Development and Land Reform 
	2 987 165
	2 237 474
	2 958 737
	-0,5%

	Department of Public  Enterprises 
	136 615 726
	146 866 300
	180 862 240
	15,1%

	Department of Labour 
	6 746
	65 717
	21 455
	78,3%

	Department of International Relations and Cooperation 
	14 676
	3 186
	18 669
	12,8%

	Department of Higher Education and Training 
	16 457
	11 351
	106 836
	154,8%

	Department of Health 
	19 734
	2 315
	8 753
	-33,4%

	Department of Economic Development
	506 338
	346 685
	245 568
	-30,4%

	Department of Basic Education 
	145 518
	130 519
	271 763
	36,7%

	Department of Military Veterans 
	1 246
	5 891
	235 027
	1273,4%

	Department of Defence 
	1 744 780
	1 676 618
	1 887 786
	4,0%

	Department of Public Works 
	429
	242
	6 451
	287,8%

	Department of Transport 
	24 075 892
	32 517 999
	35 428 327
	21,3%

	Department of Public Service and Administration 
	3 008
	2 325
	2 272
	-13,1%

	Department of Agriculture, Forestry and Fisheries 
	25 312
	142 597
	173 510
	161,8%

	Department of Science and Technology
	3 000
	401
	401
	-63,4%

	Total 
	209 843 999
	212 622 431
	263 085 822
	12,0%
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�For full definition, see https://debitoor.com/dictionary/accruals


� Unauthorised expenditure refers to expenditure that departments incurred without provision having been made for it in the approved budget (defined in section 1 of the PFMA). The PFMA requires accounting officers to take all reasonable steps to prevent unauthorised expenditure [refer to sec 38(1)(c)(ii) and sec 51(1)(b)(ii) of PFMA].  


� See the National Treasurty GRAP 19 Accounting Guidelines of 2014
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