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1. Introduction
The purpose of this document is to assist the Select Committee on Social Services in its oversight over the Annual Report of the Department of Home Affairs (hereinafter, DHA) and Financial Statement for 2016/17.
The mission of the DHA is to ensure the efficient determination and safeguarding of the identity and status of citizens and regulation of migration to ensure security, as well as to promote and fulfil South Africa’s international obligations. The mandate of the DHA is administered through the following three main budget programmes:

· Programme 1 – Administration,
· Programme 2 – Services to Citizens, and
· Programme 3 – Immigration Services.
Other mandates specific to the DHA include funding and oversight of the Independent Electoral Commission (IEC), the Government Printing Works, and the funding of political parties through the IEC.

2. Alignment of the DHA Policy Priorities and Strategic Goals to the National Development Plan, Medium Term Strategic Framework and State of the Nation Address 2016

2.1 National Development Plan (NDP)
The National Development Plan (NDP) Vision 2030 enjoins all South Africans to “eliminate poverty and reduce inequality by 2030”. South Africa can realise these goals by drawing on the energies of its people, growing an inclusive economy, building capabilities, enhancing the capacity of the state, and promoting leadership and partnerships throughout society.
The NDP was formulated during a period when the DHA was in the process of re-imaging itself. Historically, the DHA was perceived as a slow, moribund department, offering low-value services.
 However, according to the DHA, more South Africans have come to believe that the department offers significantly more than the mere issuing of documents.
 In this regard, the DHA’s formal mandate is twofold, that is, to efficiently determine and safeguard the identity and status of citizens, and to manage immigration for development, security and fulfilment of South Africa’s international obligations. In practical terms, this means that the DHA has two major branches in terms of services delivery.
Firstly, the Civic Services Branch, which offers civil registration services to South African citizens and permanent residents, registering birth, citizenship, marriage and death. Secondly, the Immigration Management Branch, which regulates all movements in and out of the country, as well as the entry into and stay of foreign nationals in South Africa for short visits, temporary residence and permanent residence.

Defining its mandate broadly in terms of the NDP, the Department of Home Affairs can make four critical contributions to Vision 2030, namely, as:
· Facilitating the acquisition of the critical skills to facilitate the building of a capable state. 

· Playing a role in enabling regional development by working with SADC countries to improve the efficient, secure and managed movements of people. 

· Providing citizens with identity documents that give them access to rights and services.

· Through the modernization programme, seeking to reduce fraud and the cost of doing business.

2.2 Medium Term Strategic Framework (MTSF)
National government has fourteen outcomes, and the DHA contributes to four of these, which comprise three Strategic Outcome Orientated goals for the 2015-2020 period. These in turn translate into 10 Strategic Objectives as follow:
Table 1: Strategic Outcome Orientated goals: Home Affairs
	Strategic Outcome Oriented (SOO) Goal 1: Secure South African citizenship & identity.

	1.1. All eligible citizens are issued with enabling documents relating to identity and status.

	1.2. An integrated and digitised National Identity System (NIS) that is secure and contains biometric details of every person recorded on the system.

	1.3. All eligible citizens are issued with enabling documents relating to identity and status.

	Strategic Outcome Oriented (SOO) Goal 2: Secured & responsive immigration system.

	2.1. Movement of persons in and out of the country managed according to a risk-based approach.

	2.2. Refugees and asylum seekers are managed and documented efficiently.

	2.3. Enabling documents issued to foreigners efficiently and securely.

	Strategic Outcome Oriented Goal 3: Services to citizens & other clients that are accessible & Efficient.

	3.1. Secure, effective, efficient and accessible service delivery to citizens and immigrants.

	3.2. Good governance and administration.

	3.3. Ethical conduct and a zero tolerance approach to crime, fraud and corruption.

	3.4. Collaboration with relevant stakeholders in support of enhanced service delivery and core business objectives.


Source: Presidency (2014) 
2.3 State of the Nation Address (SONA) 2016
In the SONA 2016, the following areas related to the Home Affairs portfolio:

· Recognition was given to the significant work undertaken to promote an inclusive and a non-racial society. 

· Advantage should be taken of the recent changes in visa regulations to boost inbound tourism.
· The private sector articulated concern about delays in obtaining visas for skilled personnel from abroad. While the preference is for employers to prioritise local workers, the South African migration policy must also make it possible to import scarce skills. In this regard, an undertaking was given that the draft migration policy would be presented to Cabinet during the course of 2016.
· Citizens over the age of 18 was encouraged to register for the local government elections during the first voter registration weekend, which was held from 4 and 6 March 2016. A special invitation was extended to the youth, in particular those who are turning 18 years of age during the course of 2016.
· Faster growth is required in order to achieve job creation and reducing inequality.

2.4 Home Affairs Key Priorities for 2016/17

In April 2016, the DHA presented its annual performance plan to the Select Committee on Social Services. In terms of its presentation, all targets listed in the annual performance plan (APP) for 2016/2017 were fully funded. The DHA identified the following five key priorities for 2016/17:
· Complete the modernisation programme;

· Establish an efficient Border Management Agency (BMA);

· Upgrade key ports of entry;

· Establish a comprehensive review of immigration policy; and

· Improve client experience through leadership.
3. Key Challenges and achievements for 2016/17
3.1 Key Successes

· Two key Bills were introduced through Parliament: the Border Management Authority Bill and the Refugees Amendment Bill, which will assist South Africa in implementing tools that secure the country and the safety of its citizens and visitors alike.

· The DHA formed partnerships with four (4) major banks (Standard Bank, Nedbank, FNB, and ABSA) in its endeavour to roll out Smart Identity (ID) cards. This is an advancement of government’s broad principle of Public-Private-Partnership (PPP).

· Progress was made towards improving the country’s international migration policy so that it can support economic, social and cultural development. During 2016/17, the review of South Africa’s international migration policy was subject to rigorous consultation process, including round table discussions, a national symposium and a conference attended by several Southern Africa Development Community (SADC) states.

3.2 Key Challenges
· The DHA’s principal/agent relationship with Department of International Relations and Cooperation (DIRCO) remains challenging. In terms of this relationship, DIRCO collects revenue that it deposits into the National Revenue Fund (NRF). However, any error or omission DIRCO makes still has an impact on the audit opinion of the DHA.

· The DHA has implemented its modernisation programme, which saw the introduction of a paperless environment through automated processes, including the capturing of citizen’s information through Live Capture Systems. However, this system depends on a reliable and uninterrupted network connectivity. Regrettably, this is not the case, as the DHA experiences challenges of network connectivity during the period under review.

· The DHA is still facing challenges in terms of office accommodation. The reliance on the Department of Public Works (DPW) for the acquisition and maintenance of its offices is a challenge.
· The DHA continues to be faced with human resources capacity constraints. In 2016, the Department was instructed by National Treasury to reduce the Compensation of Employees budget due to fiscal constraints, which resulted in a loss of 687 vacant funded positions over the MTEF period. The intention is for the DHA to partially absorb a reduction of R253 967 million (2017/18) and R396 942 million (2018/19).
	In terms of this relationship, DIRCO collects revenue that it deposits into the National Revenue Fund (NRF). What kind of revenue collections that DIRCO is collecting on behalf of DHA?


4. Overview of Expenditure and Performance
4.1 Overall Performance of DHA     
Table 2: Expenditure of DHA

	Programme
	Final Budget

R,000
	Final Expenditure

R,000
	% spent

	Programme 1: Administration
	2,222,834
	2,210,834
	99.5%

	Programme 2: Citizen Affairs
	4,787,170
	4,786,988
	100%

	Programme 3: Immigration Affairs
	1,145,801
	1,145,702
	100%

	Total
	8,155,805
	8,143,524
	99.8%


Source: Adapted from the Department of Home Affairs (2017). 
The final appropriation for DHA stood at R8.155 billion, of which R8.142 billion was spent by the end of the financial year. Under-expenditure amounted to R12.281 million (or 0.15%). The biggest allocation of R4.787.170 billion was to Programme: 2 Citizen Affairs, followed by R2.22 billion to Programme 1: Administration, and R1.145 billion to Programme 3: Immigration Affairs.
Under-expenditure was recorded in the Transversal Information Management sub-programme under Programme 1.
The table below provides an overview of performance per main programme for 2016/17:

Table 3: Expenditure vs performance

	Programmes
	Usefulness
	Reliability
	Targets planned
	Targets achieved or overachieved
	% Achievement

	Programme 1- Administration
	Programme not audited
	Programme not audited
	19
	17
	89%


	Programme 2- Civics Service 
	No material findings
	No material findings
	5
	4
	80%

	Programme 3 – Immigration Affairs 
	No material finding
	No material findings
	8
	6
	75%

	Total
	
	
	32
	27
	84%


DHA achieved or overachieved 27 of the 32 planned targets for the year under review, indicating 84% overall success rate.
Figure 1: DHS overall expenditure 2014/15 – 2016/17
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The DHA’s overall programme performance for the financial year 2016/17 showed improvement from previous years. On the achievement of targets, the DHA increased by 3% from 2015/16 (81% vs 84% achievement rate) financial year.

The DHA is reducing its non-achievement percentage rate of planned targets i.e. 30%, 19%, and 16% for 2014/15, 2015/16, and 2016/17 financial years respectively. 
When comparing budget expenditure and targets achieved, the DHA spent 99.8% of its allocated budget whereas it achieved 84% of its planned targets. The DHA should therefore align its non-financial performance (achievement of targets) with actual budget expenditure.
Performances and expenditures per programme are discussed below:
4.2 Programme 1: Administration
The Administration programme provides strategic leadership, management and support services to the DHA.
Table 4: Programme 1: Administration

	Performance Targets
	2016/17

	Number of targets set per annual performance plan
	19

	Number of targets achieved or overachieved 
	17

	Number of targets not achieved 
	2

	Percentage level of achievement
	89%

	Total budget spent
	R2,210 billion or 99.5%


The budget allocation for the Administration programme was R2.222 billion, of which R2.210 billion (99.5%) was spent by the end of the review period. Underspending of R12.281 million related to payments of capital assets such as machinery and equipment (R11.403 million) and software and other intangible assets (R597 000). 

The following performance targets were not achieved:
· Development of an Enhanced Movement Control System (full biometric scope) and its pilot at one port of entry. The reason for the variance was reported as a lack of resources to develop the system in 2015/16 financial year.
· Submission of 2015/16 annual report to Parliament by 30 September 2016, which was not met. The reason cited was that the Auditor-General (AG) had to review the annual report, specifically on issues relating to accounting treatment for foreign revenue and records management of revenue from DIRCO.
	Key issues
The under-expenditure of R12.281 million under this programme was recorded in the Transversal Information Technology Management sub-programme. This sub-programme is responsible for the development of the Enhanced Movement Control System (biometric) which was not achieved. Does the R12.281 million under-expenditure incurred relate to specifically to the biometric system?  


4.3 Programme 2: Citizen Affairs
Citizen Affairs’ purpose is to provide secure, efficient and accessible services and documents for citizens and lawful residents and its strategic objective is to ensure that all eligible persons are issued with enabling documents relating to identity and status.
Table 5: Programme 2: Citizen Affairs
	Performance Targets
	2016/17

	Number of targets set per annual performance plan
	5

	Number of targets achieved or overachieved 
	4

	Number of targets not achieved 
	1

	Percentage level of achievement
	80%

	Total budget spent
	R4,786 billion or 100%


Programme 2 spent 100% of its R4.787 billion of its allocation. With the exception of Status Services sub-programme, all sub-programmes spent 100% of their budget allocation. The under-expenditure on Status Services sub-programme amounts to the value of R182 million. The percentage of under expenditure was minimal that it did not affect overall expenditure of the Department hence it is recorded as 100%.
Of the 5 planned targets under Programme 2, 4 were achieved – resulting in a 80% achievement rate.

The only target not achieved relates to the number of births registered within 30 calendar days. The target was to register 750 000 births within 30 calendar days, but the actual achievement was 745 204 births.  The provinces that contributed to the non-achievement of birth registration within 30 days of births are Eastern Cape (EC), KwaZulu Natal (KZN), Free State (FS), Mpumalanga (MP), and the Northern Cape (NC).
The table below provides targets vs targets achieved by the above-mentioned provinces regarding registering births within 30 calendar days: 

Table 6: Number of births registered in selected provinces  

	Province
	Target planned
	Target achieved
	Variances

	EC
	90,759
	86,206
	-4 553

	FS
	45, 388
	42, 342
	-3 046

	KZN
	128,756
	128,358
	398

	MP
	62, 256
	60, 338
	-1 918

	NC
	22, 577
	21 146
	-1 431


The reasons cited by the Department for this shortfall is that 15 440 births occurred on weekends and public holidays and were therefore not registered within 30 days of birth.    
	Key issues
· Birth registration remains a challenge. The DHA reported in Parliament  on 03 October 2017 that it would receive a report from the Department of Planning, Monitoring and Evaluation on the issue. Therefore, the Select Committee should be furnished with the relevant report. 
· It is recommended that the DHA should conduct further outreach programmes on the need for registration of birth within 30 days, especially in provinces listed above.


4.4 Programme 3: Immigration Affairs
Immigration Affairs facilitates and regulates the secure movement of people through the ports of entry into and out of the Republic of South Africa, as well as to determine the status of asylum seekers and regulate refugee affairs.
Table 7: Programme 3: Immigration Affairs
	Performance Targets
	2016/17

	Number of targets set per annual performance plan
	8

	Number of targets achieved or overachieved 
	6

	Number of targets not achieved 
	2

	Percentage level of achievement
	75%

	Total budget spent
	R1,145 billion or 100%


By the end of 2016/17, the Immigration Affairs programme spent R1.145 702 billion (or 100%) against R1.145 801 billion that had been allocated, indicating an under-expenditure of approximately R99 000. The under-expenditure was incurred in the Admission Services sub-programme. The percentage of under expenditure was minimal that it did not affect overall expenditure of the Department hence it is recorded as 100%.
The programme planned to achieve 8 targets for the year under review and managed to achieve 6 targets. The non-achieved targets include:

· The DHA plan to improve 15 residential or office accommodation at selected ports of entry. However, it only managed to improve 12 residential or office accommodation at selected ports of entry.

· The DHA planned to launch the Border Management Agency (BMA) during the year under review. The BMA could not be launched as planned, as the enabling legislation was/is not in place. The Border Management Authority Bill is currently before Parliament.

	Key issues
· For purposes of oversight for the Select Committee on Social Services, which ports of entry have been improved?
· What was the reason for not improving 3 of the 15 sites identified for improvement?


5. Summary and Analysis of Annual Financial Statements for DHA
5.1 Virements
Table 7: Overview of virements DHA, 2016/17
	
	Programmes

	
	Administration
	Citizen Affairs
	Immigration Affairs
	Total

	
	R’000
	R’000
	R’000
	R’000

	Economic classification
	
	
	
	

	Compensation of employees
	(95 331)
	54 663
	40 668
	-

	Goods and services
	(162 655)
	(7 345)
	63 253
	(106 747)

	Interest and rent on land
	-
	-
	-
	-

	Transfers and subsidies
	(5 837)
	4 707
	-557
	(1 687)

	Payment for capital assets
	98 838
	9 625
	-29
	108 434

	Payment for financial assets
	
	
	
	

	Total
	(164 985)
	61 650
	103 335
	-


For 2016/17, the DHA shifted funds between programmes / economic classification in line with the Public Finance Management Act (PFMA) 1 of 1999. The threshold of 8% was not exceeded.

	Comment

The Department should provide the Committee with reasons behind the shifting of funds between the programmes/economic classification. 


5.2 Rollovers Requested

During the year under review, the Department requested the following rollovers:
· National Treasury agreed on 4 October 2016 that R12 million be shifted away from Compensation of Employees to goods and services for the implementation of Voice-over Internet Protocol (VoIP) and video conferencing. Unfortunately, this project was not completed, the Treasury was accordingly requested to approve a rollover of R12 million for VoIP and video conferencing. This request for this rollover was approved after financial year-end closure.

	Key issues
What were the compelling reasons for the non-completion of the VoIP and video conferencing project?


5.3 Unauthorised, Fruitless and Wasteful Expenditure
5.3.1 Unauthorised Expenditure
The Department did not incur any unauthorised expenditure during the year under review. It is worth noting that the previous balance of R1.088 billion was approved by Parliament as a direct charge to National Revenue Fund (NRF). The amount has since been cleared.

5.3.2 Fruitless and Wasteful Expenditure
Fruitless and wasteful expenditure declared amounted to R201 000 for the year under review, indicating an increase of R102 000 (or 103%) compared to R99 000 incurred in 2015/16 financial year.

The fruitless and wasteful expenditure resulted mainly from hotel bookings made but not honoured.

5.3.3 Irregular Expenditure
A total of R146 million was declared as irregular expenditure, of which R75 million incurred during the year under review (2016/17) and R70.5 million incurred in the previous financial year (2015/16). 

Furthermore, an amount of R69 000 in respect of procurement of toiletries was outside the transversal contract, RT14 -2016
, as the Department claims that it was only informed of its existence late.

In addition, the Department approved the condonement of irregular expenditure of R11.3 million in respect of previous financial years, which was declared irregular due to non-adherence to the stipulated evaluation criteria in the bid documents and the appointment of a service provider without following the competitive bidding process due to security concerns.

	Key issues
· Main areas of non-compliance within Supply Chain Management (SCM) causing irregular expenditure included continuation of concluding irregular contracts, procurement without competitive bidding or quotation process, deviations approved without justifiable reasons and tax clearance certificates which were not obtained or invalid when contracts were awarded.
· The Department reported that an amount of R69 000 in respect of procurement of toiletries was outside the transversal contract, RT14 -2016
, as the Department claims that it was only informed of its existence late. What does this mean? Can the Department explain this to the Committee.
· Concerning irregular expenditure to the tune of R146 million (including previous years), what happened to an employee/or employees who caused this irregular expenditure?

· An amount of R201 000 for the year under review had been declared as fruitless and wasteful expenditure, indicating an increase of R102 000 (or 103%) compared to R99 000 incurred in 2015/16 financial year.
· The fruitless and wasteful expenditure resulted mainly from hotel bookings made but not honoured. What are the consequences, if any, for those employees who did not honour hotel bookings?



5.4 Findings of the Auditor General (AG)
Table 8: Audit opinions for the past three years

	2014/15
	2015/16
	2016/17

	Qualified with findings
	Qualified with findings
	Unqualified with findings


For 2016/17, the Department received an unqualified audit opinion. However, the AG made the following findings: 
Annual Financial Statements and Annual Report

· The financial statements submitted for auditing were not prepared in accordance with the prescribed financial reporting framework and supported by full and proper records as required by section 40(1)(a) of the Public Finance Management Act (PFMA) No. 1 of 1999).  
However, material misstatement of current assets, current liabilities and cash flows identified by the auditors in the submitted financial statement were corrected and, resulting in the financial statements receiving an unqualified audit opinion.

· For the year under review, indicators and targets are aligned to the mandate of the Department hence there were no findings on the usefulness and reliability of indicators and targets.  

Expenditure Management 
· For 2016/17, not all contractual obligations and money owed by the Department were settled within 30 days, as required by section 38(1)(f) of the PFMA and treasury regulations 8.2.3.

· Effective steps were not taken to prevent irregular and fruitless and wasteful expenditure, as required by section 38(1)(c)(ii) of the PFMA and Treasury Regulations 9.1.1.

Leadership

During the year under review, regarding leadership the AG noted the following:
· A lack of effective oversight responsibility regarding the financial reporting and compliance with laws and regulations remain a matter that needs to be addressed by the Department.
· Management were slow to respond to address the internal control deficiencies and hence accurate and complete financial and performance information were not supported by valid, accurate and complete supporting information. In addition, the actions implemented failed to prevent non-compliance with laws and regulations.
6. Human Resource Management
During 2016/17, the DHA had 9 327 posts on the approved establishment, of which 9 300 had were filled. In addition, the Department had 323 employees additional to the establishment as at 31 March 2017. At the end of the financial year, the DHA had a vacancy rate of 0.3 percent.

While this this falls outside of the reporting period (2016/17), it should be noted that 2017/18 saw the vacancy rate in the DHA increasing. For example, the DHA’s first quarter report for 2017/18 financial year indicates that as at 30 April 2017 the vacancy rate was at 4.9 percent, 31 May 2017 was at 5.5 percent and 30 June 2017 it was at 5.4 percent.
	Key issues
· The Department should be commended for the vacancy rate that was below 10 percent in 2016/17. However, there has been an increase in the vacancy rate observed during the current financial year (2017/18).

· What are the reasons behind the increasing vacancy rate at the Department? 



7. Conclusion

The Department managed to spend 99.8% of the allocated budget but only managed to achieve 84% of the targets set for the financial year. This suggests no clear relationship between spending and performance in the DHA.

The Department should be commended for its unqualified audit opinion, as this is an improvement compared to 2014/15 and 2015/16 financial years, whereby the Department received qualified opinions. DHA should closely monitor the findings of the AG regarding leadership, expenditure management and compliance with supply chain management processes. 
Parliament should continue scrutinizing the Department’s financial and performance information quarterly in order to identify and address challenges on time.
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