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Contingent liabilities, commitments and accruals of national departments (2013/14-2015/16)
Group 2
1. Introduction
The modified system of accounting requires departments and entities to report on its commitments, contingent liabilities and accruals. These disclosures must be reflected in financial statements and affects the department’s budget of subsequent years and ultimately service delivery.
2. Contingent Liabilities
Contingent liability refers to a potential liability, the amount of which will depend on a future event
. A contingent liability is not recognised because: -
· It is not probable that an outflow of resources embodying economic benefits or service potential will be required to settle the obligation; or

· The amount of the obligation cannot be measured with sufficient reliability.
Table 1: Three-year trend of contingent liabilities
	Department
	2013/14
	2014/15
	2015/16

	The Presidency
	5 127
	69 690
	11 177

	Communications
	913 099
	-
	-

	COGTA
	1 306
	1 444
	910

	Home Affairs
	1 578 570
	1 333 210
	1 340 063

	Planning, Monitoring and Evaluation
	
	233
	62

	Public Service and Administration
	3 008
	2 325
	2 272

	Women
	
	57
	-

	Social Development
	8 436
	2 520
	2 974

	Correctional Services
	833 076
	123 800
	138 541

	Defence
	
	
	

	Military Veterans
	1 295
	5 891
	

	Justice and Constitutional Development
	3 354 499
	3 816 674
	4 977 866

	Office of the Chief Justice
	
	-
	2 500

	Police
	20 580 402
	26 958,347
	35 274,182

	Agriculture, Forestry and Fisheries
	25 312
	*142 597
	173 510

	Energy
	40 078
	36 504
	35 399

	Small Business Development
	
	-
	1 125

	Telecommunications and Postal Services
	
	1 182 979
	1 477 542

	Water and Sanitation
	21 827 215
	22 442 020
	22 441 029

	Arts and Culture
	48 920
	23 223
	31 806

	Human Settlement
	1 055
	309 700
	329 587

	Sports and Recreation SA
	
	7
	1 126


*amount differs from the annual reports of different years. The latest annual report was used
3. Commitments
Commitments refers to the cost of goods and services to be received in the next year in respect of which the entity or department has already entered into an agreement to purchase
. GRAP 1 and 17 requires information on commitments to be included in financial statements.
Table 2: Three-year trend of commitments
	Department
	2013/14
	2014/15
	2015/16

	The Presidency
	54 427
	18 748
	25 011

	Communications
	27 019
	-
	1 987

	COGTA
	584 990
	342 975
	245 798

	Home Affairs
	3 626 531
	3 924 762
	4 965 048

	Planning, Monitoring and Evaluation
	
	91 457
	163 381

	Public Service and Administration
	39 853
	109 518
	94 462

	Women
	
	1 944
	516

	Social Development
	56 737
	46 524
	41 513

	Correctional Services
	1 901 292
	824 630
	830 693

	Military Veterans
	410
	2 414
	

	Justice and Constitutional Development
	1 641 888
	2 875 172
	2 505 190

	Office of the Chief Justice
	
	-
	47 254

	Police
	1 254 874
	1 239 783
	1 336 849

	Agriculture, Forestry and Fisheries
	135 802
	*199 439
	194 672

	Energy
	70 892
	74 146
	163 818

	Small Business Development
	
	-
	4 472

	Telecommunications and Postal Services
	
	23 268
	19 472

	Water and Sanitation
	36 529 428
	12 353 269
	9 407 716

	Arts and Culture
	89 544
	247 988
	500 510

	Human Settlement
	92 386
	63 487
	51 482

	Sports and Recreation SA
	477
	-
	5 932


*amount differs from 2014/15 annual report. 2015/16 annual report was used
4. Accruals
Accruals refers to a list of expenses that have been incurred and expensed but not paid or services rendered but not yet billed
. Voted funds
 to be surrendered refers to the unused budget at the end of the financial year which must be surrendered to the National Treasury. Table 3 reflects the three-year trend of accruals for national departments. It shows that there are departments that accumulated more accruals than voted funds surrendered to the revenue fund. If these departments settled invoices within 30 days, unauthorized expenditure would have been incurred. The affected departments are highlighted in red in instances where accruals are more than voted funds to be surrendered.
The table shows a steady increase of accruals over the three-year period. Departments such as Home Affairs; Arts and Culture; and Police incurred accruals which are higher than the portion of voted funds not spend at the end of the financial year consistently over the three years. Department of Correctional Services incurred higher accruals than voted funds to be surrendered over two consecutive years
Table 3: three- year trend of accruals of national departments

	Department
	2013/14 (R’000)
	2014/15 (R’000)
	2015/16 (R’000)

	
	Accruals
	Voted funds surrendered
	Accruals
	Voted funds surrendered
	Accruals
	Voted funds surrendered

	The Presidency
	10 787
	13 727
	14 865
	32 358
	30 438
	6 731

	Communications
	19 353
	126 073
	-
	
	4 616
	2 846

	COGTA
	47 686
	2 056 685
	*433 304
	4 067 337
	829
	2 809 176

	Home Affairs
	268 522
	2 165
	570 268
	242
	364 151
	5 215

	Public Service and Administration
	14 273
	29 440
	15 008
	61 248
	12 640
	6 690

	Women
	4 302
	13 284
	5 756
	4 938
	2 349
	2 246

	Social Development
	23 441
	1 411 585
	3 388
	62 786
	50 022
	646 626

	Correctional Services
	213 948
	97 9895
	342 079
	241 998
	137 310
	-

	Justice and Constitutional Development
	133 669
	752 902
	*11 928
	497 241
	27 412
	147 973

	Office of the Chief Justice
	
	
	-
	
	11 624
	1 759

	Police
	482 025
	28
	596 460
	18
	727 262
	47

	Agriculture, Forestry and Fisheries
	39 694
	70 968
	26 722
	63 510
	50 345
	8 208

	Energy
	10 838
	26 180
	9 302
	1 217 681
	8 460
	125 502

	Small Business Development
	
	
	-
	
	1 493
	15 900

	Telecommunications and Postal Services
	
	
	-
	54 981
	195
	105 156

	Water and Sanitation
	1 145 363
	96 824
	*1 565 979
	1 912 798
	500 827
	189 550

	Arts and Culture
	35 033
	22 630
	*81 453
	*20 321
	6 865
	148 324

	Human Settlement
	26 285
	552 468
	19 099
	59 373
	12 253
	508 837

	Sports and Recreation SA
	1 670
	456
	1 867
	3 579
	6 002
	977


*amount differs from 2014/15 annual report. 2015/16 annual report was used
5. Conclusion

Departments have to record and disclose contingent liabilities, commitments and accruals. The disclosure of these items by national departments over the three-year period shows that there is a steady increase in accruals. In addition, for Departments such as Home Affairs, Police and Arts and Culture accruals are more than unspent voted funds at the end of the financial year. If invoices are paid within 30 days, these departments would have incurred unauthorized expenditure.
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