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TUESDAY, 06 NOVEMBER 2012
____

PROCEEDINGS OF THE NATIONAL ASSEMBLY

____
The House met at 14:07.
The Speaker took the Chair and requested members to observe a moment of silence for prayers or meditation.

ANNOUNCEMENTS, TABLINGS AND COMMITTEE REPORTS – see col 000.
WELCOMING OF THE PRESIDENT OF NAMIBIA

The SPEAKER: Hon members and Mr President, we are honoured to have, amongst us today, His Excellency President Pohamba of the Republic of Namibia, whom we have invited to address this sitting of the National Assembly on the occasion of his visit to South Africa. May I take this opportunity to welcome you to our Parliament, Mr President. [Applause.] 

I will now call upon the Chief Whip of the Majority Party to introduce His Excellency the President of the Republic of Namibia. [Applause.] 

The CHIEF WHIP OF THE MAJORITY PARTY: Hon Speaker, hon President of the Republic of South Africa, His Excellency Jacob Zuma, hon Deputy President Kgalema Motlanthe, our distinguished guest hon President Hifikepunye Pohamba, on behalf of the Parliament of the Republic of South Africa and the people of this nation, I wish to extend a warm welcome to His Excellency the President of the Republic of Namibia, hon Hifikepunye Pohamba, to this august House of the National Assembly. 

This Parliament of the Republic of South Africa, which represents the dreams and aspirations of this glorious nation’s population of over 50 million, is pleased and humbled by the honour of having in its midst one of Africa’s greatest revolutionaries, a humble servant of the people, an African patriot of great distinction and a comrade and an ally of this nation. 

Hon Pohamba was educated at an Anglican mission. He was a founding member of the South West Africa People’s Organisation, Swapo, in 1960. He was arrested for his political activity and spent four months in prison in South West Africa, before spending two years in Ovamboland under house arrest.

In 1964, he went to Lusaka to set up Swapo’s Zambian office and on his return he met the man who was later to become President of Namibia, hon Sam Nujoma. Until the achievement of the Namibian independence, hon Pohamba represented Swapo across Africa. Although he studied politics in the Soviet Union for a time in the early 1980s, he headed Swapo’s 1989 election campaign and was a Swapo member of the constituent assembly, which was in place from November 1989 to March 1990, before becoming a member of the National Assembly at independence in 1990. 

He was the Minister of Home Affairs from March 1990 to 1995, the Minister of Fisheries and Marine Resources from 1995 to 1997 and the Minister without Portfolio from 1997 to March 2000. He was elected as Secretary-General of Swapo in 1997 and its Vice President in 2002. 

On 26 January 2001, he was appointed as the Minister of Lands, Resettlement and Rehabilitation, in which position he remained until becoming President in 2005. 

This day is both emotional and exciting for us as South Africans because of the historical relationships the Majority Party in this House and your glorious movement, the South West Africa People’s Organisation, share in the common struggle for the liberation of South Africa and Namibia from the chains of colonialism and apartheid. 

The former ANC president Oliver Tambo outlined the depth our relations eloquently in his address to the International Conference of Solidarity with the Struggle of the Namibian People in Paris on 13 September 1980, when he told Swapo President hon Sam Nujoma about Swapo, and I quote:

You have sacrificed lives already to defeat the enemy - the exploiter and the oppressor of the people of South Africa. You have made great inroads; you have corroded the apartheid power structure in Namibia, which within South Africa itself remains relatively unshaken. We admire your gallantry, your courage, your efficiency, your capability on the battlefield. By your actions, you have forged bonds of unity between yourselves and us, the Namibian people and the people of South Africa - bonds of brotherhood and comradeship, forged in blood, and for that reason indissoluble.

That historical revolutionary relationship remains as strong and relevant today as it was then, given the continued diplomatic relationship we enjoy with the government and the people of Namibia. 

The President of South Africa, hon Jacob Zuma, emphasized this point a few years ago in reflecting on the historical relations the two countries shared when he said, and I quote:

Today our struggle takes a new dimension, the struggle to eradicate poverty and provide essential services of health, education, housing, land for cultivation and to develop rural infrastructure. We believe we are well poised to make progress in achieving delivery on these projects for our peoples as relations between our two countries remain very warm.

We are very proud of our work in this Parliament. We want to remind our members that in the 1990s we sent the Constitutional Committee, led by hon Zola Skweyiya, to come to learn from the Namibian people. So, this achievement you see here has derived a lot of wisdom from the people and leadership of Namibia. We thank you very much for the continued friendship. Thank you. [Applause.]

ADDRESS BY PRESIDENT H POHAMBA
Mr H POHAMBA (President of the Republic of Namibia): Hon Speaker of the National Assembly, Your Excellency Mr Jacob Zuma, President of the Republic of South Africa, hon Deputy Speaker of the National Assembly, hon Members of Parliament, hon Ministers and Deputy Ministers, distinguished invited guests, ladies and gentlemen, good afternoon. 

Hon Speaker, I take the opportunity through this august sitting of the National Assembly of the Republic of South Africa to convey to all dear brothers and sisters, the citizens of South Africa, a warm and a fraternal greeting from the government under the people of the Republic of Namibia. I wish to express our deep gratitude to His Excellency President Zuma, the government and the people of the Republic of South Africa for the warm reception accorded to my delegation, and to me personally, since our arrival in the beautiful City of Cape Town. 

It is a great privilege for me to have been accorded this rare opportunity and honour to address the National Assembly of the Republic of South Africa. I stand before you this afternoon fully conscious of the weight of the common history that our people share. It will be recalled that during the apartheid era repressive and discriminatory laws, with a lasting impact on the lives of our citizens, were passed in this House. Many citizens of Namibia and South Africa, including His Excellency Nelson Mandela, our compatriot Comrade Andimba Toivo ya Toivo and many others served long prison sentences on Robben Island and in other prisons in South Africa and Namibia. 

Following a protracted struggle for freedom, democracy and justice by the people of South Africa under the leadership of the National Liberation Movement, the apartheid authorities were compelled to release political prisoners; among them, one of the great sons of Africa, His Excellency Nelson Mandela, who was imprisoned for 27 years on Robben Island. His release from prison set in motion the irreversible process towards democratisation of South Africa in 1994. The people of Namibia were very happy to join the people of South Africa and the international community in welcoming His Excellency Nelson Mandela as the first President of a democratic and nonracial South Africa. 

As you are aware, the people of Namibia, under the leadership of the South West Africa People's Organisation, Swapo, waged a long and bitter struggle for freedom and national independence. It was crowned with the final victory on 21 March 1990. On that day, the founding President of our Republic, His Excellency Dr Sam Nujoma, declared that Namibia was forever free. The flag of apartheid oppression was lowered and our own flag of freedom was hoisted in the presence of the Secretary-General of the United Nations. Various heads of state and governments from around the world, and the liberation icon His Excellency Nelson Mandela, also attended that very important occasion. 

Today, our two countries are free and democratic. We are now working together to build a common future as neighbours and as members of the Southern African Customs Union, Sacu, the Southern African Development Community, SADC, the African Union and the global community of free nations. Reconciliation and nation-building have become the hallmark of our common efforts to build more humane societies where justice, fairness and equality are the defining characteristics of our respective national Constitutions. We should spare no time or effort, and we should never relent in our pursuit of bringing about equitable social and economic development for all our people, especially for the millions who endured the brutality of apartheid oppression. 
In this regard, our two Parliaments should continue to co-operate and share experiences with a view to enacting laws that address the social and economic challenges facing our people. I commend South Africa for hosting the Pan-African Parliament, which is an important continental institution for African lawmakers to promote and strengthen the ideals of Pan-Africans and democratic governments. 
I take this opportunity to congratulate Dr Nkosazana Dlamini-Zuma, a seasoned South African diplomat and a former member of this House, on her historic election as the first female Chairperson of the African Union Commission. [Applause.] Namibia will extend its full support to Dr Zuma in carrying out her important responsibilities. [Applause.] We wish her well. 

With regard to bilateral co-operation between our two countries, good progress has been made over the years. We must continue to build on the existing momentum with the emphasis on increased co-operation in the areas of trade, capacity-building, energy, infrastructure development, environmental conservation and sustainable socioeconomic development. 
The mechanisms that our country has put in place to enhance bilateral co-operation have made it possible for us to make progress in several areas. For example, the Heads of State Economic Bilateral Meeting has provided a platform for the discussion of issues of common interest at the highest level. Today, we have taken another important step to further strengthen our relations by signing the agreement on the establishment of a binational commission which will serve as a crucial mechanism for the promotion and the strengthening of economic, diplomatic, cultural, education, scientific and technical co-operation between our two countries. I have no doubt that this is the correct course of action that we have taken as good neighbours. 

Our two countries are actively involved in the promotion of regional integration within the framework of the Southern African Customs Union, Sacu, and the Southern African Development Community. The Southern African Customs Union has become a working model for enhancing deeper regional economic integration here in the SADC region and elsewhere on the African continent. 
Similarly, we are also involved in negotiations towards the establishment of the East Africa community, SADC, Community Market for Eastern and Southern Africa, Comsa, tripartite free-trade area. The SADC parliamentary forum and the SADC secretariat are also being brought closer together for better co-ordination. The ultimate aim is to move speedily towards continental economic integration, in line with the Abuja Treaty, and the other relevant policy pronouncements of the Organisation for African Unity and its successor, the African Union.

We recognise that the task of developing our countries, our region and continent has not been easy. However, we must remain steadfast in our resolve that we can overcome the challenges ahead. We must further strengthen unity and work together to harness the vast human and natural resources on our continent for the benefit of all our people. In this regard, we must commit ourselves to do all that is necessary to give hope to all our people on our continent, especially the women and children who endure suffering as a result of war, hunger, disease and poverty through no fault of their own.

Both our countries are committed to multilateralism under the maintenance of international peace and security. It is in this context that all efforts must continue to resolve conflict situations in African countries such as Somalia, the eastern part of the Democratic Republic of the Congo, Mali, Guinea-Bissau, and other flashpoints on the continent. Unconstitutional changes of government in Africa must be denounced and rejected. Namibia continues to call for the speedy reform of the United Nations system, especially the Security Council, in order to make it more representative and democratic. [Applause.] As it is now, it is neither representative nor democratic. 

We congratulate the people of South Africa for honouring His Excellency Nelson Mandela with the launch of the new bank notes bearing his portrait ... [Applause.] ... in recognition of his outstanding service to this country, his people and his unyielding commitment to the struggle for freedom, social justice and democracy. Comrade Nelson Mandela has had many institutions named after him, including a university, I am told. But I think the portrait of Comrade Mandela on the bank notes is going to be more popular than the institutions which are named after him. The buildings do not move, but the bank notes move. [Applause.] The bank notes move. Every citizen of this country including my country, where the rand is a legal tender, know who Mandela is.[Applause.]

My speech is very short and I am moving to the conclusion. Let me, once again, express my profound gratitude for the rare honour bestowed upon me to address this august sitting of the National Assembly of the Republic of South Africa. Today, when I sat at the reception which was held for me, they did not see me, but I was shedding tears. I was shedding tears because I never thought in my life that I would be able to stand here, in a free South Africa. [Applause.] 
Let me tell you a short story. I am one of the founding members of Swapo. [Applause.] I went into exile for the first time in 1961. As we continued fighting, I never thought, and I did not believe that I would be in an independent Namibia. I thought the children of my children were the ones who were going to get the independence and live in an independent Namibia. I looked at South Africa, a very strong establishment with war machines, etc. I didn’t think of it. 
So today, as I am standing here, addressing the South African National Assembly, it is something for me. When I was in Tanzania, Zambia, Algeria and in London, I would hear that the South African Parliament had passed a law which would be used to repress the people of South Africa and my own people in Namibia. But today, I am here addressing you. I had never thought it possible. [Applause.] Things happen. When I look at my colleagues, with whom I shared a ditch in the struggle, today we meet at international fora, including the United Nations, walking with our heads up, saying we are from independent states. [Applause.] Independent states whose freedom and independence was not delivered, but independent states which we participated in liberating. I was restricted to read my speech, but I felt I should speak from my heart. [Laughter.]
My delegation and I will leave this historic City of Cape Town with fond memories of the warm reception extended to us during our stay. We are a family and good neighbours. Long live the bonds of friendship and solidarity between the people of South Africa and the people of Namibia! 
HON MEMBERS: Long live!

Mr H POHAMBA (President of the Republic of Namibia): I thank you. [Applause.]

The MINISTER OF INTERNATIONAL RELATIONS AND CO-OPERATION: Hon Speaker of our Parliament, hon Deputy Speaker, Your Excellency, our chief guest, President Pohamba, President of the Republic of Namibia, Mrs Pohamba, members of your cabinet who are seated in the gallery, Your Excellency President Zuma, President of the Republic of South Africa, Your Excellency Deputy President of South Africa, hon Deputy President Kgalema Motlanthe, hon Ministers, Deputy Ministers, hon members of the House, respected invited guests and community leaders who are seated in the gallery, it is an honour and a great privilege to pass a vote of thanks to an outstanding leader of our people, a great son of the Namibian nation, His Excellency President Hifikepunye Pohamba, on this historic occasion of his state visit to South Africa. [Applause.]

His Excellency President Pohamba delivered a profound, passionate and historic address in this august House. He has done so in an intellectually sound manner. He catalogued the historical, political, fraternal and cultural ties that bind the people of Namibia and South Africa. He amply demonstrated how these ties have made the two sister Republics inextricably interdependent. 

I speak of a special kind of tie. The ties that were cemented during difficult times in the modern history of our two countries. These are the ties that were established during the struggles against colonialism and apartheid. These ties were not only forged through cultural links, but were cemented in the trenches and in prisons. Hence, the strong solidarity between the South West Africa People’s Organisation, Swapo, and the ANC, as well as other liberation movements on our continent. 

We recall that many of our leaders shared prison cells on Robben Island with our Namibian comrades, such as the renowned Andimba Toiva ya Toivo and others. Namibia and South Africa enjoy special relations that have translated into strong economic co-operation. We believe that this co-operation is making a significant contribution to the economic development of our two countries, consistent with the historical and neighbourly ties that happily exist between us. 

In line with His Excellency President Pohamba’s call, we commit ourselves to encourage more economic co-operation for the benefit of our respective countries and people. Today, our relations with Namibia have been taken a step higher with the signing of the agreement established in the binational commission, BNC, between our two countries. 

The BNC is a strategic mechanism to co-ordinate bilateral relations between the two countries which will be chaired by the heads of state and will meet on an annual basis. It will provide the required momentum to our bilateral co-operation and partnership. President Pohamba, we would like to take this opportunity to profoundly thank you for the inspiring address to our NA. It is truly historic for all of us, particularly for people of my generation. [Applause.]

We want to confirm that the people you were addressing – the leaders, hon members, South African public – were addressed in a free, democratic and nonsexist South Africa, like Namibia is. This is the freedom you fought for, and this is the freedom you saw in your lifetime. This is the freedom we promise we will nurture and will continue to follow in your footsteps to protect. 

The passionate manner in which you delivered your historic address to this House reminds us of the pledge that was made by the founding father of Namibia, former President Nujoma, and our late President of the ANC, whose 95th anniversary we celebrated just a week ago. They made a pledge in 1986 that they would never consider Namibia free until the women in these two countries were truly free. [Applause.]

So, we thank you for the visionary leadership that you have provided to your home country, but also to the entire continent. When you were called upon to lead our regional organisation as Chairperson of the Southern African Development Community, SADC, you excelled. The leadership role that you played on the continent, the African Union, is an inspiring and exemplary one. 

Today we can look back with pride at the distance that we have travelled in terms of our regional integration agenda, thanks to your personal contribution and that of leaders of your stature - the way you always strive to work with all our leaders, march together as one, with His Excellency President Zuma.
I warned the officials this morning when you were having your four-eyes meeting that they should have anticipated that you were going to take more than 30 minutes because it was important for the two of you, first, to do a catch-up, but also to do an analysis of our own neighbourhood and the continent. 

We have just listened to a brilliant address by an outstanding leader of an independent Namibia a country that got her independence in 1990, a country that has since held many democratic multiparty elections every five years, a country that helped quicken steps to free South Africa. 

Namibia has therefore become a model for democracy on our continent. It was therefore perfectly correct that you graciously accorded our esteemed guest, His Excellency President Obama – I am sorry, Pohamba ... [Laughter.] ... this rare opportunity to address the elected members of our NA. They are now awake this side of the room!

This gesture affirms the importance and the value that we attach to our relations with our neighbour, our strategic ally and partner. We wish to thank you kindly for honouring and opening the doors of this august House to our distinguished guests.

To President Jacob Zuma, we thank you, sir, for having made it possible for President Pohamba to visit our country and for the brotherly manner in which you hosted him since his arrival. The bond between South Africa and Namibia has never been so strong. It is a bond rooted in history, common experience, shared values and a vision for our region and the entire continent. Forward to sustained economic development and freedom from hunger, disease and ignorance for all our people and the nations across the continent, particularly the women and children of our two nations! Thank you very much. [Applause.] 

NOTICES OF MOTION

Ms M R SHINN: Deputy Speaker, I hereby give notice that on the next sitting day of the House I shall move on behalf of the DA:

That the House debates the privatisation of Telkom in the interests of rapidly installing high-speed communications infrastructure to benefit service delivery, economic growth and job creation.

Ms C Q MADLOPHA: Hon Deputy Speaker, I hereby give notice that on the next sitting day of the House I shall move on behalf of the ANC:

That the House debates paying respect to current President Jacob Zuma of the African National Congress who began serving the movement as its president in 2007.

Mrs A STEYN: Hon Deputy Speaker, I hereby give notice that on the next sitting day of the House I shall move on behalf of the DA:

That the House debates the disaster risk management plan of the Department of Agriculture and solutions to improve the situation.

Mr E MAGUBANE: Deputy Speaker, I hereby give notice that on the next sitting day of the House I shall move on behalf of the ANC:

That the House debates expanding and deepening participatory and representative democracy.

Ms P N DANIELS: Madam Deputy Speaker, I hereby give notice that on the next sitting day of the House I shall move on behalf of the ANC:

That the House debates reversing the effects of spatial apartheid.
Mr A M MPONTSHANE: Deputy Speaker, I hereby give notice that on the next sitting day of the House I shall move on behalf of the IFP:

That the House debates the polarisation of the teaching profession through the politicisation of teacher unions.

Rev K R J MESHOE: Deputy Speaker, I hereby give notice that on the next sitting day of the House I shall move on behalf of the ACDP:

That the House debates steps by government to restore the public’s confidence in the police following their alleged misconduct during the Marikana massacre.
Ms F C BIKANI: Deputy Speaker, I hereby give notice that on the next sitting day of the House I shall move on behalf of the ANC: 

That the House debates supporting and strengthening of people’s participation in various programmes of social transformation.

SPORTS STAR OF THE YEAR AWARD PRESENTED TO CHAD LE CLOS
(Draft Resolution)

The ACTING DEPUTY CHIEF WHIP OF THE MAJORITY PARTY: Deputy Speaker, I move without notice: 
That the House - 

(1) notes that on 4 November 2012, South African swimmer Chad Le Clos was presented with the 2012 Sports Star of the Year Award at the Sandton Convention Centre; 

(2) further notes that this award saw Chad pocketing R1 million and drive home a BMW 3 Series; 

(3) recalls that the award was contested by sports stars, among others, Olympians Caster Semenya and Oscar Pistorius, swimmer  Natalie du Toit, and cricketer Hashim Amla;

(4) congratulates Chad for the award and his continuous efforts and achievements; and

(5) wishes him well in his future endeavours.

Agreed to.

RETIREMENT OF RIAAN CRUYWAGEN
(Draft Resolution)

Die HOOFSWEEP VAN DIE OPPOSISIE: Adjunkspeaker, ek stel sonder kennisgewing voor: 
Dat die Huis —

(1) kennis neem dat die veteraan-nuusleser en TV-persoonlikheid Riaan Cruywagen aan die einde van November 2012 met aftrede uit die diens van die SA Uitsaaikorporasie, SAUK, sal tree; 

(2) verder kennis neem dat die alombekende Cruywagen op Maandag, 26 November, op die dag en datum, presies 37 jaar in diens van die SAUK sal wees; 

(3) daarop let dat Riaan Cruywagen in sy loopbaan meer as 7 000 nuusuitsendings behartig het;
(4) verder daarop let dat Cruywagen, wat beroemdheid verwerf het nie net as nuusleser nie, maar ook vir sy rol in produksies soos Haas Das se Nuuskas, kultusstatus geniet onder die publiek en dat hy beskou word as ’n bekende gesig in menige Suid-Afrikaners se voorkamers;

(5) daarom erkenning verleen aan Cruywagen vir sy bydrae tot die ontwikkeling van die Afrikaanse nuusmedia; en
(6) Cruywagen hartlik bedank vir sy onbaatsugtige en volgehoue diens aan die SAUK en die mense van Suid-Afrika en hom die allerbeste toewens vir sy aftrede. 
(Translation of Afrikaans draft resolution follows.)
[The CHIEF WHIP OF THE MAJORITY PARTY: Deputy Speaker, I move without notice: 
That the House -

(1) notes that at the end of November 2012 the veteran news reader and TV personality Riaan Cruywagen will be retiring from the service of the SA Broadcasting Corporation, SABC;

(2) further notes that on the day and date of Monday, 26 November, the widely known Cruywagen will have been in the SABC’s employ for exactly 37 years;
(3) recognises that in his career Riaan Cruywagen has managed more than 7 000 newscasts;

(4) further recognises that Cruywagen, who gained fame not only as a news reader but also for his role in productions such as Haas Das se Nuuskas, enjoys cult status among the public and that he is regarded as a familiar face in many a South African sitting room;

(5) acknowledges Cruywagen’s contribution to the development of the Afrikaans news media; and

(6) thanks Cruywagen sincerely for his selfless and continued service to the SABC and the people of South Africa and wishes him all the best in his retirement.]
Agreed to.

10TH ANNUAL XITSONGA MUSIC AWARDS HELD BY MUNGHANA LONENE FM

(Draft Resolution)

The ACTING DEPUTY CHIEF WHIP OF THE MAJORITY PARTY: Deputy Speaker, I move without notice: 
That the House -

(1) notes that Munghana Lonene FM held the 10th annual Xitsonga Music Awards in Tzaneen, Limpopo, on 3 November 2012; 

(2) further notes that the awards give musicians of both Shangaan and Xitsonga music an opportunity to reflect, and grouped musicians into 12 competitive categories and four honorary ones; 

(3) acknowledges that among the recipients on this day was Minister in the Presidency, Collins Chabane, who was given a Lifetime Achievement Award for his contribution to Xitsonga music;

(4) further acknowledges that Munghana Lonene FM committed itself to playing 65% local music of which 25% to 30% would be Xitsonga music; and

(5) believes that this ceremony will help in shining the flame of Xitsonga music and its rich heritage.

Agreed to.

PLAYER OF THE YEAR AWARDS HOSTED BY SA RUGBY UNION

(Draft Resolution)

Mrs S V KALYAN: Deputy Speaker, I move without notice: 
That the House -

(1) notes that on Thursday, November, the South African Rugby Union hosted its prestigious Player of the Year Awards; 

(2) further notes that these awards are annually awarded to the top rugby players in different categories across all formats of the game; 

(3) acknowledges that Bryan Habana was named SA Rugby Player of the Year for the third time; 

(4) further acknowledges that Sharks coach John Plumtree was named Coach of the Year, Sharks Captain Keegan Daniels, Super Rugby Player of the Year and the Sharks Currie Cup Team was named Team of the Year; and

(5) congratulates the South African Rugby Union on the achievements of these players and teams.

Agreed to.

ACHIEVEMENTS OF PRETTY YENDE
(Draft Resolution)

The CHIEF WHIP OF THE OPPOSITION: Deputy Speaker, I move without notice: 
That the House -

(1) notes that acclaimed South African soprano Pretty Yende was recently awarded the prestigious Arca d’Oro, or Golden Ark prize by the Cultural La Nouva Arca in Turyn, Italy, for her distinguished contribution towards opera and classical music; 

(2) further notes that Yende, a former student of the University of Cape Town Opera School, rose to prominence during 2011 when she won Operalia, an annual international competition for young opera singers founded by the renowned tenor Placido Domingo; 

(3) acknowledges that Yende has been given the honour to perform live in the famous Wigmore Hall in June 2013; and

(4) congratulates Yende on this achievement and wishes her well in her future career.

Agreed to.

MEN’S CREW OF THE YEAR AWARDED TO SOUTH AFRICAN MEN’S LIGHTWEIGHT FOURS ROWING TEAM

(Draft Resolution)

Mrs S V KALYAN: Deputy Speaker, I move without notice: 
That the House -

(1) notes that the South African men’s lightweight fours rowing team were named the Men’s Crew of the Year by the World Rowing Federation in Ireland on Friday; 

(2) further notes that the team is made up of Sizwe Ndlovu, John Smith, Matthew Brittain and James Thompson; 

(3) acknowledges that the World Rowing Federation awarded this team the prize for their “spectacular Olympic gold performance”; and

(4) congratulates the South African lightweight fours rowing team on winning this accolade and wishes them well for the future.

Agreed to.

MOTION OF CONDOLENCE

(The late Mr Danny Oliphant)

The ACTING DEPUTY CHIEF WHIP OF THE MAJORITY PARTY: Deputy Speaker, I hereby move on behalf of the Chief Whip of the Majority Party:

That the House -

(1) notes with great sadness the passing on of former member of Parliament, Mr Danny Olifant, in a motor vehicle accident on 31 October 2012; 

(2) further notes that Mr Olifant played a critical role in the fight against apartheid and in the mobilisation of the workers in Atlantis in the Western Cape against exploitation and national oppression; 

(3) remembers that he played an important role serving in different African National Congress (ANC) structures and was also elected a Provincial Deputy Chairperson of NUMSA;

(4) further remembers that in his constituency of Atlantis, he was also involved in structures such as the Atlantis Economic Development Trust and was elected as its Chairperson;

(5) recalls that Mr Olifant was amongst the first group of ANC members to be deployed to Parliament in 1994 and served diligently until 2009;

(6) further recalls that over the years he served in different parliamentary committees, including Provincial and Local Government, Labour, Tourism, Environmental Affairs and Fisheries as well as Trade and Industry;

(7) acknowledges that he also served as the ANC‘s leave and disciplinary Whip in Parliament until 2009 and in 2010, he was employed as a Parliamentary Liaison Officer in the Public Works ministry and later as the  Regional Director of Prestige in the Department of Public Works until 2011; 

(8) further acknowledges his important contribution during the struggle for democracy; and

(9) conveys its deepest condolences to his family, friends and colleagues.

Agreed to, members standing.

The DEPUTY SPEAKER: The presiding officers associate themselves with the motion. The condolences of the House will be conveyed to the Oliphant family.

DIVISION OF REVENUE AMENDMENT BILL

(Draft Resolution)

The ACTING DEPUTY CHIEF WHIP OF THE MAJORITY PARTY: Deputy Speaker, I hereby move the draft resolution printed in the name of the Chief Whip of the Majority Party:

That the House, for the purposes of conducting the Second Reading debate today on the Division of Revenue Amendment Bill [B 33 – 2012] (National Assembly – sec 76), suspends - 

(1) Rule 253(1), which provides inter alia that the debate on the Second Reading of a Bill may not commence before at least three working days have elapsed since the committee’s report was tabled; and

(2) Joint Rule 220(2), which requires that a translation of a Bill’s official text must be received by Parliament at least three days before the formal consideration of the Bill by the House in which it was introduced.
Agreed to.

VISIT TO NKANDLA AND PROTEST BY FARM WORKERS IN WESTERN CAPE
(Member’s Statement)

Mr V G SMITH (ANC): Deputy Speaker, last week the hon Dreyer from the DA spoke in this House about the plight of the poor when questioning funds spent in Nkandla. Another colleague of hers from the DA expressed similar concerns when questioning road construction in KwaZulu-Natal. Not to be outdone, the leader of the DA went on nothing more than a cheap publicity-seeking oversight visit on Sunday.

Yesterday, more than 2 000 poor farm workers right here in the Western Cape protested about the slave wages that they receive. [Interjections.] In the typical, hypocritical fashion of the DA, nothing was said about these poor people’s plight, which is a clear sign that the DA would rather seek publicity than to deal with real matters of super-exploitation of farm workers in the Western Cape. Our advice to the DA is to sweep in front of their own doorstep before they concern themselves with that of others. [Applause.]

ATTACK ON SEBITJA HIGH SCHOOL LEARNERS IN LIMPOPO

(Member’s Statement)

The LEADER OF THE OPPOSITION: Madam Deputy Speaker, yesterday I walked in solidarity with the learners of Sebitja High School in Ga-Molapo, in Limpopo, an ANC-governed province. [Interjections.] In acts of unspeakable horror, four learners have been raped walking to and from school in the last two years. This has happened because of the dangerous pathway that they have to walk through in order to get to school. The state’s most important obligation is to take care of our children. Child rape, as with all cases of rape, has increased in recent years and, quite frankly, no clemency can be shown to those who perpetuate these vile acts.

The learners of Limpopo deserve the same level of security as the government is affording to President Zuma at his private home in Nkandla. [Interjections.] According to the projected spending on Mr Zuma’s Nkandla home, there are entire barracks for police, in addition to the President’s VIP Protection Unit. While there is no real and present danger at Nkandla, it is clear what danger the children of Ga-Molapo are in.

Mr Zuma’s private home has 20 houses for security guards, underground parking, a helicopter pad, playgrounds and a visitors’ centre. The Department of Public Works has confirmed that it is spending R36 million on security-related construction work, including 10 houses for air force personnel and 10 houses for the SAPS personnel.

If only the children of Limpopo were viewed as important to the ANC! South Africa is, without doubt, one country but two nations. Thank you. [Applause.]

The DEPUTY SPEAKER: Can I appeal to the hon members? Perhaps I made a mistake by not saying that today I am going to be very strict with time. So, hon members know how many minutes they are supposed to be speaking. [Interjections.] I didn’t say that because other speakers didn’t go beyond their time, and the hon Mazibuko was an exception. I will accept that, but no other members will speak beyond the time allocated to them, please.

MEDIA CENSORSHIP OVER NKANDLA CONTROVERSY

(Member’s Statement)

Mrs J D KILIAN (Cope): Madam Deputy Speaker, it is with grave concern that Cope has to inform this House of an editorial instruction issued by the head of news, Mr Jimi Matthews, yesterday, to all news staff. I want to quote from the email which was sent out at 16:36 yesterday:

Dear all

You are hereby notified that with immediate effect, President Zuma’s Nkandla home should be referred to as the ‘President’s’ or ‘Mr Zuma’s Nkandla residence’ and not a ‘compound’ or a ‘homestead’ or any other such item. Please also refrain from using imported terminology in the reporting on the controversy surrounding the infrastructural developments around the residence, such as ‘Nkandlagate, ‘Zumaville’, and such like.

Regards

Jimi Matthews

[Interjections.]

This is the latest incident of ongoing Luthuli House news manipulation. This deplorable political censorship is a direct attack on freedom of expression and the editorial independence of the SABC as public broadcaster. This does not only destroy the credibility of the SABC and, particularly, the news, but the very integrity of the SABC as an independent public broadcaster.

Cope condemns any form of censorship and partisan meddling in what South Africans should hear and what not. The SABC belongs to all South Africans and not to any faction of the ruling alliance. [Interjections.] This email is irregular and it contravenes the Broadcasting Act and the SABC’s license agreement with the Independent Communications Authority of South Africa, Icasa. Thank you. [Time expired.] [Applause.]

MPUMALANGA MEC WINNER OF 2012 PUBLIC SECTOR AWARD

(Member’s Statement)

Ms B N DAMBUZA (ANC): Madam Deputy Speaker, the ANC is encouraged by the recent award handed to MEC for Human Settlements, Mr Siphosezwe Masango from Mpumalanga, who was chosen as the winner of the annual Public Sector Awards for 2012 by the Southern African Institute of Government Auditors. Mr Masango received this award after his department achieved an overall score of 93,94% in the Provincial Departments category. The department was placed in sixth position in the National Departments category.

The awards are meant to encourage both national and provincial government departments to prepare annual financial statements in compliance with the statutory requirements. This is in line with the ANC’s policy emphasising the important role provincial governments should play in regard to steering and upscaling regional economies, supporting municipalities and enhancing the systems of both a representative and participatory democracy. This includes achieving transparency and accountability in the public sector. The ANC thus wishes to congratulate the MEC on a job well done. I thank you. [Applause.] 
WELFARE OF SOUTH AFRICAN CHILDREN UNDER THREAT

(Member’s Statement)
Ms L L VAN DER MERWE (IFP): Hon Deputy Speaker, on Saturday, South Africa celebrated National Children’s Day in Limpopo. Yet, beyond the pomp and ceremony of this event, we should ask ourselves: Who is really protecting South Africa’s children? A recent UCT report painted a grim picture of the situation faced by many of our children. The question is, however: Is anybody listening?

I stood here a few weeks ago, asking this House to debate the alarming increase in child prostitution, yet nothing came of my plea. The IFP has raised its concern with government’s decision to withdraw free formula at clinics, leaving babies whose mothers are unable to breastfeed them vulnerable and malnourished. The IFP also questions President Zuma’s statement on National Children’s Day in which he said that the most reliable indication of the good state of our children’s health is Census 2011. That is interesting, considering that this very census says that child mortality has been increasing in over past 10 years.

South Africa has been warned that growing inequality is said to have a devastating effect on our children’s survival and development, but again, is anybody listening? On the contrary, we have seen the state failing to spend funds allocated to replacing mud schools. We have seen the Gauteng department failing to spend the R35 million intended on child welfare, and we have seen the Department of Women, Children and People with Disabilities failing to meet even 25% of its Children’s Rights and Responsibilities targets. Thank you. [Time expired.]

SAS SOUTH AFRICA IN TROUBLE

(Member’s Statement)
Mr L W GREYLING (ID): Hon Deputy Speaker, a country is like a ship: the government its deck mates, the President its captain. Together they are mandated to sail our ship into calm waters and to ensure we all reach our destination safely. The captain of SAS South Africa, President Jacob Zuma, told foreign journalists last week South Africa’s government was an unwieldy ship to steer. He said, “You cannot change direction overnight; it is like the Titanic.”

Well, there you have it: Even the President of South Africa believes that this government is heading towards disaster! Numerous departments are in a constant state of turnaround strategy instead of delivering services. The looting of the state coffers on projects like the Nkandla Palace project, if I may call it that, continues unabated. In addition, there is an increasing tendency to undermine the judiciary, as we can see with the total disregard of the Supreme Court of Appeal’s ruling compelling the National Prosecuting Authority, NPA, to hand over the Zuma spy tapes to the DA.

South Africa, we do not have to accept the certain disaster that Zuma’s Titanic is heading for. We can change course and we can turn the ship around. All we need to do is change the captain and the hands on deck. We need a DA captain. I thank you. [Interjections.] [Applause.]

PROPOSED AMENDMENTS TO BROAD-BASED BLACK ECONOMIC EMPOWERMENT ACT
(Member’s Statement)
Ms J L FUBBS (ANC): Hon Deputy Speaker, we welcome the proposed amendments on complex fronting announced by the Minister of Trade and Industry, Dr Rob Davies, to the Broad-Based Black Economic Empowerment, BBBEE, Act. The ANC recognises that one of the critical impediments to transforming economic-structural disparities has been the distortions practised to overcome the intentions of the BBBEE Act.

Industrial Policy Action Plan, Ipap, hearings have, for several years, searched for black industrialists to contribute to the public hearings on this priority programme. Again, this year, it is clear how thin this sector has become and how far it must continue to develop before it significantly transforms the economic landscape. The proposed amendments will be carefully scrutinised to ensure the appropriate powers reside in the identified BBBEE players, and that appropriate penalties are aligned with the sanctions.

The ANC looks forward to the shift from dependency between large and small companies to the development of synergy to catalyse entrepreneurial and industrial growth. We do not need to add another “B”! We do not need to add another “E”, but rather to add substance to the intentions of the proposed amendments! I thank you.

WHAT THE ANC FOUGHT FOR PRE 1994
(Member’s Statement)

Mrs D A SCHÄFER (DA): Deputy Speaker, freedom of movement, expression and transparency, is this not what the ANC fought for during apartheid? Well, on Sunday, 4 November 2012, the ANC proved that a mere 18 years after the democracy they fought so hard for, the only freedom they really believe in is the freedom to protect themselves from answering legitimate questions about the abuse of taxpayers’ money. We know Helen Zille is scary, but, my word, what possible physical threat could she and a few DA leaders pose to the security of the President walking along a public road outside his home?

The fact that the ANC resorted to threats of violence when they heard about the visit is shameful. The fact that the police, who are supposed to serve the interests of all in South Africa, allowed buses of ANC supporters to pass through their blockade, but not the leader of South Africa’s biggest opposition party, is shameful. What is most shameful of all is that not one leader of the ANC condemned this action, nor did they defend the DA’s right to voice their concerns and conduct an oversight visit as we are entitled and in fact obliged to do in a democratic state when R248 million of taxpayers’ money is being squandered on a private residence.

As usual, they criticised the DA for being provocative and putting people’s lives at risk. If people’s lives were at risk it was because of the actions of the ANC and its supporters, not because of the DA. It is time the ANC remembered what they fought for before 1994. [Applause.]

HELEN ZILLE’S VISIT TO NKANDLA

(Member’ Statement)

Mr N E GCWABAZA (ANC): Deputy Speaker, the ANC is appalled at the obtrusive and completely opportunistic move by the DA leader, Mrs Helen Zille, to inspect the personal residence of the President of the Republic ... [Interjections.] ... His Excellency Mr Jacob Zuma on Sunday, 4 November 2012. For all intents and purposes, the DA delegates’ visit to Inkandla, to not only inspect but supposedly also hand over letters from learners from Limpopo to the President, was clearly a provocative act intent on garnering publicity and an incitement of violence.

The DA has already used many channels at its disposal to highlight their concerns regarding the renovations at Inkandla, namely the investigations by the Public Protector, the Auditor-General and the Department of Public Works. They need to be patient and have confidence in these institutions to report once the investigations are completed. The fact that they have no respect for these legal processes and behave like an extraparliamentary organisation is clear. The DA had agreed to drive through Inkandla, but then decided to walk through the area, thereby lying to the police and going back on their agreement. This was an act of bad faith and could have resulted in violent confrontation. Given that KwaZulu-Natal has been rocked by an increase in political violence and the Inkandla Municipality is also a politically volatile area ... [Time Expired.] [Applause.] 

Mrs S V KALYAN: Deputy Speaker, I rise on a point of order: The hon member has accused the DA of lying. I submit that that’s unparliamentary, Madam.

The DEPUTY SPEAKER: Come on, you know better than that, please. [Interjections.]

CONCERN OVER INCREASING INCIDENCE OF RAPE OF GRANDMOTHERS IN KWAZULU-NATAL
(Member’s Statement)

Rev K R J MESHOE (ACDP): Deputy Speaker, the ACDP is grieved by the senseless and barbaric attacks directed at our elderly in a number of provinces. In September, there were reports of six grandmothers who were raped in less than two months in the province of KwaZulu-Natal. A 70-year-old Mandeni woman was unashamedly raped in front of her three grandchildren. In Obanjeni, eDokodweni, a 66-year-old grandmother was allegedly raped by her 27–year-old grandson. In August, an 82-year-old grandmother and a 94-year-old woman were raped in KwaSwayimane, in their own homes where they should be safe. 

As a result of the increasing number of these rapes of grandmothers, the provincial social development department in KwaZulu-Natal has resolved to construct adult daycare centres in an attempt to protect grandmothers from rape. The ACDP asks: Why should grandmothers live in fear when they have a government whose fundamental responsibility it is to protect them and all other citizens in the country?

The ACDP believes that our grandmothers deserve to live their last days on earth in peace, tranquility and security. We therefore appeal to government to do much more in order to ensure that our grandmothers live in peace. Thank you.

SADTU MARCH

(Member’s Statement)

Mr M HLENGWA (IFP): Deputy Speaker, the SA Democratic Teachers’ Union, Sadtu, staged a march on Sunday, 4 November in support of President Zuma, while in the same breath bashing the IFP and other political parties through posters and slogans. The SA Democratic Teachers’ Union is the largest teachers’ union in this country, carrying a membership of over 200 000 teachers across the country. 

To this end, during election time, the IEC relies heavily on these teachers to help conduct free and fair elections. However, using Sadtu members for this task will now cast further doubt on the outcome of the elections and compromise the credibility of the process. How can Sadtu members be trusted to help conduct elections when they have once again clearly shown their bias and disdain towards the education of other political parties? 

Their behaviour emphasises that Sadtu can no longer be trusted to remain impartial during elections. If the IEC wants to continue to uphold, as we all expect it to do, the democratic principle of free and fair elections in this country, they must steer clear of using Sadtu members as officials and find other means of conducting the election process. Thank you.

NATIONAL YOUTH DEVELOPMENT AGENCY
(Member’s Statement)
Mr B M BHANGA (Cope): Deputy Speaker, President Oliver Tambo once said that a nation that cannot nurture its youth is doomed. President Jacob Zuma cannot nurture its children. He has failed for six or seven months to appoint the National Youth Development Agency, NYDA. The NYDA now sits without a board. 

The Presidency has caused more misery to the unemployed youth by spending R969 000 on berets, and half a million on T-shirts for national Youth Day. What is baffling to many young South Africans is that nobody has seen the T-shirts and berets. Not even the Minister in the Presidency, Collins Chabane, was wearing a T-shirt or beret. 

This is not the first time that the NYDA has wasted taxpayers’ money while 51% of South Africa’s youth is unemployed. In 2010 the agency spent over R100 million of taxpayers’ money on hosting a kissing party for a few. The majority of young people, who attended the World Youth Festival to acquire knowledge and skills ... [Laughter.] ... rather than kissing, were compelled to stand in long queues. If the President cannot appoint a board, Cope calls for the disbandment of the structure of the NYDA and the establishment of a youth ministry. Thank you. [Applause.] 

DAYCARE CENTRES FOR GRANDMOTHERS
(Member’s Statement)
Prof L B G NDABANDABA (ANC): Hon Deputy Speaker, the ANC welcomes the commitment by the department of social development in KwaZulu-Natal to build daycare centres, to protect grandmothers living in small villages from sexual violence and sexual harassment.

The province’s department of social development resolved to construct many centres in KwaZulu-Natal after a spate of attacks on elderly women. According to the department, the first centre will be constructed in KwaSwayimane in the Midlands of KwaZulu-Natal, the village where two grannies were raped a week apart. About four grannies were raped in the province during the past three months. At the court appearance of a 26-year-old culprit, a man accused of raping a 94-year-old woman, desperate KwaSwayimane grannies said that they were considering moving into one home to protect one another.

The department confirmed that at least R7 million has been set aside for the construction of a centre in KwaSwayimane. This centre will have a gym and will offer occupational therapy and counselling. These centres will operate like crèches, with families dropping off the grannies on their way to work and then picking them up later. Such violence perpetrated against our aged citizens is unacceptable. [Time expired.] [Applause.] 

GARIEP MUNICIPALITY MISMANAGEMENT OF FUNDS
(Member’s Statement)
Mrs A STEYN (DA): Deputy Speaker, the financial mismanagement of the ANC-led Gariep Municipality is disrupting service delivery to the residents of Gariep. 

On Friday, 26 October, a warrant of execution from Tractional Enterprises against the Gariep Municipality was ordered to the amount of R2,3 million. Attachments from the office of the Sheriff of the Court commenced on Tuesday, 30 October. This included service-delivery vehicles, office furniture, computers, copiers and more. 

The municipal buildings are empty, with staff standing around unable to do any work. Due to the lack of action by the Eastern Cape MEC for Local Government in investigating the financial woes of the Gariep Municipality, the DA has now requested the national Minister, Richard Baloyi, to personally intervene. 

Apparently the provincial government assisted yesterday in making the payment to Tractional Enterprises. However, this will be a short-term solution, as other creditors will soon be knocking at Gariep Municipality’s door, including Eskom for the payment of R6,5 million, Pay As You Earn deductions of R2 million, pension and retirement deductions of R4,1 million, trade creditors for R7,6 million, and the Auditor-General for R2,2 million. 

Residents of the towns of Burgersdorp, Venterstad and Steynsburg are sick and tired of the poor financial situation of the Gariep Municipality. When will the ANC government take responsibility and hold those in charge accountable? [Time expired.] [Applause.]

HOSPITAL REVITALISATION IN LADYBRAND
(Member’s Statement)
Ms F C BIKANI (ANC): Deputy Speaker, the ANC is determined to accelerate programmes for hospital revitalisation. This includes innovative solutions that can accommodate partnerships. The newly established hospital in the Thabo Mofutsanyane region of the Free State, in a small town called Ladybrand, will make life better for both local and neighbouring citizens. 

The new Mantsopa Hospital complex will not only create more than 900 jobs but will also empower local small, medium and micro enterprises, SMMEs. The hospital is part of the Free State government’s massive infrastructure programme that will be rolled out across the province. The said hospital is due to open in January 2013. The hospital will boast 72 beds, two operating theatres and a sophisticated information technology system.

During the construction of the hospital approximately 1 000 people received jobs, of which 374 are permanent. Different services such as emergency medical services, rehabilitation therapy, an X-ray department and a mortuary will be provided by the hospital. The maternity unit will be of great relief to the Ladybrand community since people have had to travel more than 100 kilometers to Bloemfontein. 

As the ANC-led government we are proud of this achievement because health is one of the key priorities. Thank you.

SADTU MARCH
HELEN ZILLE’S VISIT TO NKANDLA

VISIT TO NKANDLA AND PROTEST BY FARM WORKERS IN WESTERN CAPE
ATTACK ON SEBITJA HIGH SCHOOL LEARNERS IN LIMPOPO

(Minister’s Response)

The MINISTER OF PUBLIC WORKS: Deputy Speaker, I will respond to two questions. Hon member from the IFP, for the record, in 1994, a number of voting stations were headed by National Council of Trade Unions, Nactu, aligned principals, who were aligned to the IFP. In 2009, a person who was arrested for tampering with the election results in Ulundi belonged to a particular political party. You can go and investigate; you will be shocked. No SA Democratic Teachers Union, Sadtu, member has ever been arrested for that. [Applause.]

Hon Gcwabaza and hon Smith, I think you have hit the nail on the head. Hon Mazibuko, I am very disappointed, although not surprised by the self-seeking and self-publicising antics of the DA that we witnessed on Sunday in KwaZulu-Natal. These were the tantrums of a spoilt child desperately seeking attention in a world where he or she has become largely irrelevant. [Interjections.]

I am bound to conclude, Deputy Speaker, that this is a party and party leader who measure success in column inches and photo opportunities. The DA is either unaware of or insensitive to history. The march was into an area of our country which has a long history of political strife and violence, with the explicit intention of stirring up political emotions. They seem oblivious or unconcerned as to the possible outcome of such unwelcome and provocative intrusion. Again, as happened at the Cosatu headquarters, poor black people were rented and exposed to danger by the hon madam and her adventure. This is an area of KwaZulu-Natal in which ... [Time expired.] [Applause.]

Mr A M MPONTSHANE: Deputy Speaker, I did not want to disturb the hon Minister whilst he was speaking. For the record, Nactu is a nonaligned movement, not aligned to the IFP. 

NATIONAL YOUTH DEVELOPMENT AGENCY
(Minister’s Response)

The MINISTER IN THE PRESIDENCY — PERFORMANCE MONITORING AND EVALUATION AS WELL AS ADMINISTRATION:

Deputy Speaker, I thought there was another hon Chabane on that side, but nevertheless, I want to respond to the statement by Cope about the board of the NYDA. Cope could have made it easier for them by studying the legislation. The President can only make appointments once the names have come from Parliament. As we speak, there are no names coming from Parliament to the Presidency about the appointments in the NYDA. [Interjections.] The President has never said anything about the names or the appointments in the NYDA. We have been waiting for Parliament since November last year to advise us on how to proceed. Thank you. [Applause.]

HELEN ZILLE’S VISIT TO NKANDLA

VISIT TO NKANDLA AND PROTEST BY FARM WORKERS IN WESTERN CAPE

(Minister’s Response)

The DEPUTY MINISTER OF INTERNATIONAL RELATIONS AND CO-OPERATION (Mr M L Fransman): Hon Deputy Speaker, I will respond to the statement from the DA on Madam Zille visiting Nkandla. We have just, for the last two days in the Western Cape, had a very difficult situation in De Doorns where there is a serious problem around the minimum wage. [Interjections.] There are evictions and assaults, and what we picked up is that a lot of these farmers are actually very active participants of the DA. Therefore it is very hypocritical to come and go to another province whilst in your own backyard you have got this dilemma. That is what you have for answer to in this National Assembly. Thank you. [Applause.]

ATTACK ON SEBITJA HIGH SCHOOL LEARNERS IN LIMPOPO

(Minister’s Response)

The DEPUTY MINISTER OF BASIC EDUCATION: Hon Deputy Speaker, we certainly condemn any act of violence on any of our children, any of our learners, wherever they might be, whether it is Limpopo, the Western Cape or anywhere else. We want to create safe and caring environments for our learners to learn. It is rather unfortunate that these kinds of violations are utilised for political purposes. 

If I were to stand here and say the highest incidence of alcohol syndrome occurs in the Western Cape, nobody would be pleased. If I were to say that our children are afflicted by gangsterism and violence in the Western Cape schools, nobody would be pleased. If I were to say that the highest alcohol abuse and drug abuse take place in schools in the Western Cape, does that mean that there is a dereliction of duty on the part of the government, or is it our collective responsibility to ensure that each and every learner — irrespective of where they are located, whether it is in Limpopo or in the Western Cape — is our collective responsibility? 
I do urge the hon leader of the largest minority party, not the majority party, the largest minority party – that is how the Constitution describes that particular party – to be very cautious about exploiting the sensitive issues of abuse for political purposes. Thank you very much, hon Deputy Speaker. [Applause.] 

MPUMALANGA MEC WINNER OF 2012 PUBLIC SECTOR AWARD

(Minister’s Response)

The DEPUTY MINISTER OF HUMAN SETTLEMENTS: Deputy Speaker, allow me to thank hon Dambuza for the statement. I want to congratulate the member of the executive council, MEC, Masango on winning the award. I also want to draw the attention of this House to the fact that the Department of Human Settlements has won this award for the second time. Last year the same award was won by the MEC for Human Settlements, Mr Clifford Motsepe from Limpopo.

It’s heart-warming to know that the Department of Human Settlements is in the hands of people who do their jobs. It shows very clearly that these people enhance our ability and our mandate to deliver housing to the poorest of the poor. I thank you.

FINANCIAL MARKETS BILL
(Decision of Question on Second Reading)

The DEPUTY SPEAKER: Hon members, I wish to remind you that after the debate on the Second Reading of this Bill on Thursday, the Decision of Question on the Second Reading was postponed to today. Is there any objection of the Financial Markets Bill being read for a second time?
Mrs S V KALYAN: Madam Deputy Speaker, I have no objection to it, but I would like to know if there is a quorum in the House.

The DEPUTY SPEAKER: We can use the voting system to establish if there is a quorum. Members will press the yes button on their systems. At the moment it’s being set up.
Mrs M T KUBAYI: Deputy Speaker, are we not supposed to ring the bells to allow us to do the counting?
The DEPUTY SPEAKER: We are establishing if there is a quorum in the House. Members, could you please sit in your allocated seats and press the yes button? Have you all pressed? Do you mean that they are not working? Seemingly most of them are not working. Hon members, please be patient while the table staff are restarting the system. We will tell you when to vote.
The system is now on. Press any button. I think waiting for the system may delay us, instead why can’t we use the headcount system? All that we want is to establish if we have a quorum. Could the Whips count and establish if we have a quorum?

Hon members, we do have a quorum. We are 249 in the House. 

There was no debate.
Bill read a second time.

DIVISION OF REVENUE AMENDMENT BILL

(Consideration of Report)
There was no debate.
The ACTING DEPUTY CHIEF WHIP OF THE MAJORITY PARTY moved:
That the report be adopted. 

Motion agreed to.

Report accordingly adopted.
DIVISION OF REVENUE AMENDMENT BILL

(Second Reading debate)

Mr E M SOGONI: Hon Deputy Speaker, hon members, the Standing Committee on Appropriations would like to congratulate the Minister of Finance for presenting the Medium-Term Budget Policy Statement, MTBPS, the Adjustments Appropriation Bill, B32 of 2012, and the Division of Revenue Amendment Bill. The majority of South Africans, if not all, agree that this was good work under very trying economic circumstances, domestically and internationally. At the beginning of the year, the Minister said, and I quote:

This budget sets out a clear challenge for government at all levels to achieve more by using public resources with greater efficiency. Our success in achieving the ambitious goals we set ourselves will be determined by our ability to execute our plans in full and on time.

At the introduction of the MTBPS, the Minister again indicated very clearly that the fiscus as it stands today will not increase available funds beyond the 2012 budget baseline. The Minister had to ensure that the departments improved efficiency, effectiveness and economic utilisation of scarce resources. We, however, congratulate the departments for their co-operation in ensuring that savings were realised. However, as a committee we would like to ensure that we agree on the usage of terminology, so that savings is savings to all of us. 

The Division of Revenue Amendment Bill proposes that Parliament approves revisions of R4 billion to the provincial budgets’ improvement on the conditions of service for personnel for higher than budgeted wage agreements, as government had settled on 7% with the unions instead of the 5% that was budgeted for, including R87 million for the FET colleges grant.

The African Cup of Nations, Afcon, will be played on our shores next year. The Division of Revenue Amendment Bill proposes to allocate R15 million for the provision of medical services in the five provinces that will be hosting the matches. The Medical Services grant will make the provision for the establishment of, amongst others: medical centres for primary health care and emergency treatment capacity at specific venues; secondly, it will provide emergency medical services; thirdly, it will command and control functions to ensure the health security strategy; and fourthly, to provide mass gathering preparations.

Provinces will have to maintain separate budgets in relation to this grant. A further R180 million is added to KwaZulu-Natal for unforeseen and unavoidable spending on the Health Infrastructure grant, whilst R186 million is set aside for the Hospital Revitalisation grant, of which R166 million is earmarked for the Free State and R20 million for KwaZulu-Natal. 

For local government, the Division of Revenue Amendment Bill proposes the approval of rollovers of over R20 million for Regional Bulk Infrastructure grants and R17,4 million for the Expanded Public Works Programme, EPWP, to municipalities. These funds were already committed before the end of the 2011-12 financial year. A further R123 million is allocated to the 2013 Afcon host cities operating grants so that South Africa can host a successful Afcon tournament. 

Lastly, R45,5 million for the EPWP is allocated to provide for full incentive amounts for the third and fourth quarter for the municipalities that were not allocated their funds by the end of the financial year. As the ANC, we propose the approval of the Division of Revenue Amendment Bill. I thank you.

There was no debate.
Declarations of vote:

Mr M SWART: The net effect of the Bill before the House
today is that the national expenditure for the 2012-13 financial year was reduced from R969,365 billion to R967,463 billion. The national allocation has been adjusted downwards by R5,860 billion whilst the allocation to provinces has been adjusted upwards by R3,958 billion. 

Regrettably, the allocation to local government, where service delivery is supposed to be closest to the people, has remained unchanged. The amounts allocated to provinces will need to be changed in future years following the results of the latest census 2011 statistics, where particularly Gauteng and the Western Cape have experienced a large influx of citizens by way of migration, which obviously places a burden on their financial resources. Moreover, the process in which the provincial allocations are adjusted needs to be expedited. Growing provinces need to receive additional funds to manage the resultant surge in the demand for services. 

These demands are a current reality and, therefore, the provincial budget allocations need to reflect this. The most noticeable adjustments to municipalities include R123,11 million for the African Cup of Nations, R6,46 million to the Regional Bulk Infrastructure grant and an increased provision of R62,859 million for the Expanded Public Works Programme. A large proportion of monies to provinces and municipalities reach these entities by way of transfers and subsidies from national funds.

Unfortunately, there is huge underexpenditure and mismanagement of these funds by provinces and municipalities. When the appropriations committee enquires about this, the stock answer is virtually always a lack of capacity to properly spend the funds allocated. Quite often the entity paying over the transfer and/or subsidies refuses, quite correctly, to pay the funds to the receiving entity as the receiving entity neglects to comply with the provision of plans and documents required by the paying entity. The result is often major underexpenditure in respect of funds provided in the budget. 

A case in point is the Expanded Public Works Programme, which again receives a higher allocation in the Division of Revenue Amendment Bill despite the fact that this important job creation project has experienced major underexpenditure during the last few years. But then, the cited lack of capacity is not surprising if one considers the reply to a parliamentary question by the DA in which the hon Minister for Co-operative Governance and Traditional Affairs confirms that more than a hundred municipal managers have been dismissed for financial misconduct since the last local government elections.

Entities paying out funds to provinces and municipalities must therefore make sure that the receiving entities have both the capacity and the ability to administer the funds received to ensure proper service delivery to citizens before such grants and/or subsidies are paid over. The DA supports the Division of Revenue Amendment Bill. Thank you. [Applause.]
Mr L RAMATLAKANE: Deputy Speaker, Cope supported the fiscal framework as presented by the Minister. Today, we support the Division of Revenue Amendment Bill because we understand that service delivery to the people is key. As we support the Division of Revenue Amendment Bill we want to register some concerns that we want government to address. The past financial year’s overall expenditure indicated that national government underspent by R11,4 billion, which is an increase from the R9,6 billion of the previous year. This is a concern because many services do not reach the people as a result of this underspending. 

In the first quarter of 2012-13, the national government projected to spend R129,9 billion, but it only spent R115,8 billion, which is R13,3 billion less than the projected amount. In terms of the Division of Revenue Act, the conditional grant that contributed to this anomaly, we understand, was the Provincial Disaster grant that was allocated R180 million, but at the end of the first quarter it had spent nothing. 

The Municipal Disaster grant was allocated R330 million, but at the end of the first quarter it had spent nothing on that particular account. When you look at the municipal Expanded Public Works Programme, incentives for municipalities again were allocated R599,2 million, but at the end of the first quarter 0,0% was spent. The same thing happened with regard to the Municipal Infrastructure Grant, Mig, funds. We are concerned about this persistent underspending that runs from the first quarter, to the third quarter but spirals out of control in the fourth quarter.

We are worried that this does not project the value for money and the fact that programmes are implemented; it is the same as dumping the money. The Public Service Commission reported that almost all the departments reported 99% expenditure, but when you look at the expenditure, in terms of meeting their measurable objectives, they achieved less than 60%. Education reported only 47%; Public Works 44%; Health 37%; Rural Development 41%; Co-operative Governance and Traditional Affairs, Cogta, 44%. You can see why there is a problem in terms of people toy-toying for service delivery.

We, in fact, support this budget, but we want government to address these concerns in terms of making sure that service delivery, as we approve the budget, reaches the destination where it is meant to be. We support the Division of Revenue Amendment Bill.

Mr S N SWART: Madam Deputy Speaker, this Bill has been necessitated by the proposed national Justice budget for the 2012-13 financial year, which affects the division of revenue between the three spheres of government. The ACDP notes that changes to these allocations have been made possible by the reprioritisation of funds within the existing expenditure envelope. This is noteworthy and commendable. 

The requirements of education and health and the higher than anticipated costs relating to the public sector wage settlement largely determine the provincial share of these additional allocations. Salary costs and infrastructure priorities are the main factors behind the adjustments to the national share, and infrastructure requirements are the main cause of the adjustments for the municipalities. The ACDP supports that. 

Looking forward, it is significant that both the provincial and local government equitable shares are to be revised following the 2011 census. The total population and school-going age population account for a substantial weighting in the formula and should result in changes to provincial allocations, with the Western Cape and Gauteng set to benefit at the expense of the other provinces. Clearly, the question as to what impact this will have on service delivery in those provinces that may lose funds as a result of this will have to be considered. The local government equitable share funds the provision of free basic services to the poor and helps defray administrative costs. 

A new formula will be introduced next year, in the 2013 budget, and additions of the Medium-Term Expenditure Framework, METF, will compensate for rising costs of bulk water and electricity. It will, as we understand, apply a revenue adjustment factor, reflecting municipalities ability to generate their own revenue to ensure that poorer municipalities are assisted. We look forward to those proposals. The ACDP will closely study them as we go forward, but for the present purposes we support this Bill. Thank you very much. 

Mr P F SMITH: Chair, am I allowed to make a declaration as well? 

The DEPUTY SPEAKER: Hon member, any member can make a declaration. I thought people had requested it and that is why you see them sitting here. 

Ms R M MASHIGO: Madam Deputy Speaker, hon members, Ministers present here, we are a country faced with unemployment. The 2011 census results show that a high percentage of our youth are unemployed. We also know that the National Development Plan states that a country with future orientation is a country that develops the capacity of its youth. 

Amongst the challenges identified in the diagnostic report is that too few people work and the standard of education for most black learners is of poor quality. On that basis, ladies and gentlemen, I am happy that we all support this Division of Revenue Amendment Bill, because it is divided on the basis of our need for capable youth that will be properly skilled and educated to fill the posts. We shouldn’t look outside for skills, because we shall have all the resources and skilled people as well as a well-informed Parliament, which has policies that can facilitate all these things. So, with our division of revenue, we know that we will achieve these things. 

The New Growth Path gives top priority to boosting employment and tackling poverty and inequality. This we can do through this division of revenue. We can address this by using the money. As you know the further education grant has been adjusted. Let us as Parliament go out there to support and promote the objectives of further education so that we can get the skills from institutions that already exist. The upward adjustment of provincial allocations was actually due to the wage settlement which everyone has already referred to. We should honour that agreement.

We know that as Parliament we have constitutional powers to call everybody to account, to come and tell us why there is underspending, why some plans and their targets are not met. We must be able to stand firm as Parliament, as representatives of the people, and call whoever is responsible to account for their underspending, which should not be taken as savings. 

Underspending is underspending, and we, as Members of Parliament, know what saving is and what underspending is. Let us not just shake our heads and say, “yes, we understand, you underspent”. No! Let it not happen like that. Let the department be capacitated by people who are capable and know their work and are able to implement government policies, which we are overseeing.

Let us not just stand there every day and say, “Yes, we know there are vacancies”. Those vacancies must be filled. We know we have unemployed graduates. On that basis, let the conditional grants be used for their purposes and not be renamed. [Time expired.] [Applause.]

Mr P F SMITH: Deputy Chair, may I make a declaration on behalf of the IFP? 

The DEPUTY SPEAKER: Yes.

Mr P F SMITH: Madam Deputy Speaker, I understand that one can declare from anywhere in the House. This is on behalf of my colleague, Mr Singh, who had to go to the airport in a hurry. So, I am not a member of the committee, therefore, committee members, forgive me. 

The IFP supports the additional allocation of funds, but we must express concern about the ability of provinces and municipalities to not only spend the funds effectively and efficiently, but to have in place high degrees of accountability for such spending.

It is a matter of concern that, as of now, Limpopo, and departments within certain other provinces still fall under the administration of national government. This reality, combined with a high degree of mismanagement, corruption and poor service delivery in many municipalities, does not bode well for the future. We note that additional funds have been made available to certain provinces, KwaZulu-Natal in particular, in the form of a Hospital Revitalisation grant - I think it is R20 million - and a Health Infrastructure grant of R180 million. 

Now, given the sad state of affairs regarding what is happening in well-renowned hospitals in the province, like the Addington Hospital in Durban, we trust these additional allocations will be utilised to maintain and improve such facilities and not allow them to deteriorate to unacceptable standards. 

If what we have heard about the Department of Health wanting to replace third party catering services at hospitals and provide such catering services in-house is true, we are deeply concerned, as we believe the Department of Health should only be attending to its core function, namely that of providing proper health care. We trust that the matter will be looked into before it is implemented.

This Amendment Bill also provides for an adjustment of R123 million to five cities in respect of the 2013 Africa Cup of Nations. Whilst it is good to host such an iconic tournament, it may be prudent to remind ourselves of the hundreds of millions spent on World Cup stadia, many of which are now white elephants. 

We also note that R138,9 million is being declared as savings on the Rural Household Infrastructure grant and has been reallocated to other government priorities. One cannot understand such reallocations in light of the fact that the need in our rural areas for basic services remains so great. The IFP supports the Bill. Thank you.

Bill read a second time.

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON HUMAN SETTLEMENTS - BUDGET VOTE 31: HUMAN SETTLEMENTS FOR FINANCIAL YEAR END 31 MARCH 2012
CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON SPORT AND RECREATION - PERFORMANCE OF DEPARTMENT OF SPORT AND RECREATION FOR 2011-12 FINANCIAL YEAR

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON ENERGY – PERFORMANCE OF DEPARTMENT OF ENERGY FOR 2011-12 FINANCIAL YEAR

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON WOMEN, CHILDREN AND PEOPLE WITH DISABILITIES - PERFORMANCE OF DEPARTMENT OF WOMEN, CHILDREN AND PEOPLE WITH DISABILITIES

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON COMMUNICATIONS - DEPARTMENT OF COMMUNICATIONS

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF STANDING COMMITTEE ON FINANCE – PERFORMANCE OF STATISTICS SOUTH AFRICA
CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF STANDING COMMITTEE ON FINANCE – PERFORMANCE OF NATIONAL TREASURY

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON INTERNATIONAL RELATIONS AND CO-OPERATION 

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON BASIC EDUCATION – PERFORMANCE OF DEPARTMENT OF BASIC EDUCATION FOR 2011-12 FINANCIAL YEAR

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON SCIENCE AND TECHNOLOGY - PERFORMANCE OF DEPARTMENT OF SCIENCE AND TECHNOLOGY FOR 2011-12 FINANCIAL YEAR

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON PUBLIC WORKS – DEPARTMENT OF PUBLIC WORKS FOR 2011-12 FINANCIAL YEAR

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON PUBLIC ENTERPRISES

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON SOCIAL DEVELOPMENT – PERFORMANCE OF DEPARTMENT OF SOCIAL DEVELOPMENT FOR 2011-12 FINANCIAL YEAR

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON POLICE – INDEPENDENT POLICE DIRECTORATE

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON POLICE - PERFORMANCE OF DEPARTMENT OF POLICE FOR 2011-12 FINANCIAL YEAR

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON CORRECTIONAL SERVICES – PERFORMANCE OF JUDICIAL INSPECTORATE FOR CORRECTIONAL SERVICES DURING 2011-12 FINANCIAL YEAR, AND FIRST QUARTER OF THE 2012-13 FINANCIAL YEAR

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON CORRECTIONAL SERVICES - PERFORMANCE OF DEPARTMENT OF CORRECTIONAL SERVICES IN 2011-12 AND FIRST QUARTER OF CURRENT FINANCIAL YEAR

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON WATER AND ENVIRONMENTAL AFFAIRS – DEPARTMENT OF ENVIRONMENTAL AFFAIRS FOR THE 2011-12 FINANCIAL YEAR

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON TRANSPORT - PERFORMANCE OF DEPARTMENT OF TRANSPORT FOR 2011-12 FINANCIAL YEAR

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON CO-OPERATIVE GOVERNANCE AND TRADITIONAL AFFAIRS – PERFORMANCE OF DEPARTMENT OF CO-OPERATIVE GOVERNANCE AND TRADITIONAL AFFAIRS FOR FINANCIAL YEAR 2011-12 AND FIRST TWO QUARTERS OF 2012-13

CONSIDERATION OF BUDGETARY REVIEW AND RECOMMENDATION REPORT OF PORTFOLIO COMMITTEE ON HIGHER EDUCATION AND TRAINING – PERFORMANCE OF DEPARTMENT OF HIGHER EDUCATION AND TRAINING FOR 2011-12 FINANCIAL YEAR

There was no debate.

The ACTING DEPUTY CHIEF WHIP OF THE MAJORITY PARTY: Chairperson, I move: 
That the Reports be adopted.

Motion agreed to.

Budgetary Review and Recommendation Report of Portfolio Committee on Human Settlements on Budget Vote 31 – Human Settlements for financial year end 31 March 2012 accordingly adopted.
Budgetary Review and Recommendation Report of Portfolio Committee on Sport and Recreation on Performance of Department of Sport and Recreation for 2011-2012 financial year accordingly adopted.
Budgetary Review and Recommendation Report of Portfolio Committee on Energy on Performance of Department of Energy for 2011-12 financial year accordingly adopted.
Budgetary Review and Recommendation Report of Portfolio Committee on Women, Children and People with Disabilities on Performance of Department of Women, Children and People with Disabilities accordingly adopted.
Budgetary Review and Recommendation Report of Portfolio Committee on Communications on Department of Communications accordingly adopted.
Budgetary Review and Recommendation Report of Standing Committee on Finance on Performance of Statistics South Africa accordingly adopted.
Budgetary Review and Recommendation Report of Standing Committee on Finance on Performance of National Treasury accordingly adopted.

Budgetary Review and Recommendation Report of Portfolio Committee on International Relations and Co-operation accordingly adopted.
Budgetary Review and Recommendation Report of Portfolio Committee on Basic Education on Performance of the Department of Basic Education for 2011-12 financial year accordingly adopted.
Budgetary Review and Recommendation Report of Portfolio Committee on Science and Technology on Performance of Department of Science and Technology for 2011-12 financial year accordingly adopted.
Budgetary Review and Recommendation Report of Portfolio Committee on Public Works on Department of Public Works for the 2011-12 financial year accordingly adopted. 
Budgetary Review and Recommendation Report of Portfolio Committee on Public Enterprises accordingly adopted.
Budgetary Review and Recommendation Report of Portfolio Committee on Social Development on Performance of Department of Social Development for 2011-12 financial year accordingly adopted.
Budgetary Review and Recommendation Report of Portfolio Committee on Police on Independent Police Investigative Directorate accordingly adopted.
Budgetary Review and Recommendation Report of Portfolio Committee on Police on Performance of Department of Police for 2011-12 financial year accordingly adopted.
Budgetary Review and Recommendation Report of Portfolio Committee on Correctional Services on Performance of Judicial Inspectorate for Correctional Services during 2011-12 financial year, and first quarter of the 2012-13 financial year accordingly adopted.
Budgetary Review and Recommendation Report of Portfolio Committee on Correctional Services on Performance of Department of Correctional Services in 2011-12 and first quarter of current financial year accordingly adopted.
Budgetary Review and Recommendation Report of Portfolio Committee on Water and Environmental Affairs on Department of Environmental Affairs for the 2011-12 financial year accordingly adopted.
Budgetary Review and Recommendation Report of Portfolio Committee on Transport on Performance of Department of Transport for 2011-12 financial year accordingly adopted.
Budgetary Review and Recommendation Report of Portfolio Committee on Co-operative Governance and Traditional Affairs on Performance of Department of Co-operative Governance and Traditional Affairs for financial year 2011-12 and first two quarters of 2012-13 accordingly adopted.
Budgetary Review and Recommendation Report of Portfolio Committee on Higher Education and Training on Performance of Department of Higher Education and Training for 2011-12 financial year accordingly adopted. 
The House adjourned at 16:24.
__________
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MONDAY, 5 NOVEMBER 2012

ANNOUNCEMENTS

National Assembly and National Council of Provinces

1.
Classification of Bills by Joint Tagging Mechanism (JTM)

(1) The JTM in terms of Joint Rule 160(6) classified the following Bill as a section 75 Bill:

(a) Tax Administration Laws Amendment Bill [B 35 – 2012] (National Assembly – sec 75).
(2) The JTM in terms of Joint Rule 160(6) classified the following Bill as a section 76 Bill:

(a) Division of Revenue Amendment Bill [B 33 – 2012] (National Assembly – sec 76).

(3) The JTM in terms of Joint Rule 160(6) classified the following Bills as money Bills:

(a) Adjustments Appropriation Bill [B 32 – 2012] (National Assembly – sec 77).

(b) Taxation Laws Amendment Bill [B 34 – 2012] (National Assembly – sec 77).

TABLINGS

National Assembly and National Council of Provinces

1.
The Speaker and the Chairperson

(a) Report of the Commission for Gender Equality on Gender Mainstreaming in the Water Sector 2011.

2.
The Minister of Justice and Constitutional Development

(a) Report and Financial Statements of the Council for Debt Collectors for 2011-12, including the Report of the Independent Auditors on the Financial Statements and Performance Information for 2012-12.

COMMITTEE REPORTS

National Assembly 

1. REPORT OF THE STANDING COMMITTEE ON APPROPRIATIONS ON THE 2012 DIVISION OF REVENUE AMENDMENT BILL [B33 – 2012], DATED 2 NOVEMBER 2012
The Standing Committee on Appropriations having considered the 2012 Division of Revenue Amendment Bill [B33, 2012], reports as follows:

1
Introduction

The Division of Revenue Amendment Bill (henceforth referred to as the Bill) was tabled in Parliament on 25 October 2012 by the Minister of Finance during the presentation of the 2012 Medium Term Budget Policy Statement (MTBPS).

This report focuses on amendments proposed in the Bill tabled by the Minister. 

2
Equitable division of revenue raised nationally among the spheres of government

Table 1 hereunder outlines the equitable division of revenue raised nationally among the three spheres of government. 

Table 1

	Spheres of Government

R’000
	2012/13 Main Allocation
	2012/13 Adjusted Allocations
	Adjusted amount

	National

Provincial 

Local
	622 434 681

309 057 382

37 873 396
	616 574 150

313 015 798

37 873 396
	-5 860 531

3 958 416

0

	Total
	969 365 459
	967 463 344
	-1 902 115 


The net effect of the 2012 adjustments is a reduction in the 2012/13 budget estimates of expenditure from R969.365 billion to R967.463 billion. The national allocation has been adjusted downwards by R5.860 billion from R622.434 billion to R616.574 billion. The provincial equitable share allocation has been adjusted upwards by R3.958 billion from R309.057 billion to R313.015 billion. The local government equitable share allocation remained unchanged. 

3
Determination of each province’s equitable share of the provincial share of nationally raised revenue

Table 2 (hereunder) outlines each province’s equitable share of the provincial share of nationally raised revenue.

Table 2

	Provinces

R’000
	2012/13 Main Allocation
	2012/13 Adjusted Allocation
	Adjusted Amount

	Eastern Cape

Free State

Gauteng

KwaZulu-Natal

Limpopo

Mpumalanga

Northern Cape

North West

Western Cape
	46 940 272

18 531 165 

54 545 389

67 802 913

38 721 016

24 874 453

8 255 155

20 614 831

28 772 188
	47 559 888

18 795 286

55 212 862

68 638 663

39 259 637

25 202 843

8 356 001

20 871 195

29 119 423
	619 616

264 121

667 473

835 750

538 621

328 390

100 846

256 364

347 235 

	Total 
	309 057 382
	313 015 798
	3 958 416


The provincial equitable share was adjusted upwards from R309.057 billion to R313.015 billion to provide for higher than budgeted remuneration increases.. Provinces were advised to budget for wage increases of 5 per cent; but the wage agreement between labour and government resulted in a 7 per cent increase. The additional allocation of R3.958 billion was allocated proportionally to provinces in relation to their personnel numbers as at 31 March 2012.

3.1
Allocations to provinces to supplement the funding of programmes or functions funded from provincial budgets 

Adjustments for the Hospital Infrastructure grant were made to provide for unforeseen and unavoidable expenditure and adjustments for the Further Education and Training (FET) Colleges grant were made for the higher than budgeted wage agreements. The Hospital Infrastructure grant was adjusted upward by an amount of R180.0 million and allocated to the KwaZulu-Natal province. The FET Colleges grant was adjusted upwards by an amount of R87.336 million. The Department of Higher Education and Training has distributed the funds for the FET Colleges grant to the provinces in proportion to their share of personnel in FET colleges, as follows: Eastern Cape (R11.330 million), Free State (R5.849 million), Gauteng (R19.712 million), KwaZulu-Natal (R19.025 million), Limpopo (R9.156 million), Mpumalanga (R2.589 million), Northern Cape (R1.743 million), North West (R4.556 million) and Western Cape (R13.376 million).

3.2
Specific purpose allocations to provinces 

A new conditional grant, the 2013 African Cup of Nations: Medical and Services Grant, is to be established as a once off allocation for the provision of health and medical services for the 2013 Africa Cup of Nations (AFCON). The Department of Health has distributed the R15.0 million grant allocation to the provinces, as follows: Eastern Cape (R3.0 million), Gauteng (R3.0 million), KwaZulu-Natal (R3.0 million), Mpumalanga (R3.0 million) and North West (R3.0 million). Adjustments to the Hospital Revitalisation grant were made to provide for unforeseen and unavoidable expenditure. The purpose of the Hospital Revitalisation grant is to enable provinces to plan, manage, modernise, rationalise and transform health infrastructure, health technology, monitoring and evaluation of the health facilities in line with national policy objectives and supplement expenditure on health infrastructure delivered through public private partnerships. The Department of Health has distributed the R186.0 million grant allocation to the provinces, as follows: Free State (R166.0 million) and KwaZulu-Natal (R20.0 million).

4
Adjustments for local government for the 2012/13 financial year 

No adjustments were made to the local government equitable share during the 2012/13 adjustment period. In respect of conditional grants the following adjustments were proposed:

· R62.895 million was added to the Expanded Public Works Programme Integrated Grant for Municipalities;

· R123.111 million will be allocated to the new conditional grant, the 2013 Africa Cup of Nations Host City Operating Grant. The purpose of the grant is to assist host cities with the operational responsibilities associated with the hosting of the 2013 Africa Cup of Nations championship;

· R6.460 million was added to the Regional Bulk Infrastructure Grant for municipalities; and 

· R138.875 million has been declared as savings on the Rural Household Infrastructure Grant for municipalities.

5
Technical corrections

Technical corrections to the 2012 Division of Revenue Act are required. These technical revisions will however not alter the baselines of the conditional grants concerned. The following corrections are made:

· For Hlabisa Local Municipality an allocation of R11.9 million instead of R21.9 million in

2012/13; and

· For Mtubatuba Local Municipality an allocation of R20.9 million instead of R10.9 million.

· A correction is needed to the Northern Cape Expanded Public Works Programme Integrated Grant for Provinces allocation in the 2012 Division of Revenue Amendment Bill to reflect the correct department name of Environment and Nature Conservation that receives the allocation from the grant instead of Economic Development and Tourism as shown in the 2012 Division of Revenue Bill.

The above three corrections need to be effected through a Government Gazette as required in terms of section 15(3)(b) of the 2012 Division of Revenue Act. 

6
Recommendation

The Standing Committee on Appropriations, having considered the Division of Revenue Amendment Bill [B33 – 2012] (National Assembly – section 76(1)) referred to it and classified by the JTM as a Section 76(1) bill, recommends that the Bill be adopted, without amendments. 

Report to be considered.
TUESDAY, 6 NOVEMBER 2012

ANNOUNCEMENTS

National Assembly 

The Speaker

1.
Introduction of Bills

(1) The Minister of Labour
(a) Employment Services Bill [B 38 – 2012] (National Assembly – proposed sec 75) [Explanatory summary of Bill and prior notice of its introduction published in Government Gazette No 35844 of 2 November 2012.]

Introduction and referral to the Portfolio Committee on Labour of the National Assembly, as well as referral to the Joint Tagging Mechanism (JTM) for classification in terms of Joint Rule 160.

In terms of Joint Rule 154 written views on the classification of the Bill may be submitted to the JTM within three parliamentary working days.
TABLINGS

National Assembly and National Council of Provinces

1.
The Minister of Finance

(a) Government Notice No 821, published in Government Gazette No 35759, dated 12 October 2012: Listing of public entities, in terms of the Public Finance Management Act, 1999 (Act No 1 of 1999).
(b) Government Notice No 822, published in Government Gazette No 35759, dated 12 October 2012: Listing of public entities, in terms of the Public Finance Management Act, 1999 (Act No 1 of 1999).
(c) Government Notice No 823, published in Government Gazette No 35759, dated 12 October 2012: Listing of public entities, in terms of the Public Finance Management Act, 1999 (Act No 1 of 1999).
(d) Government Notice No 824, published in Government Gazette No 35759, dated 12 October 2012: Listing of public entities, in terms of the Public Finance Management Act, 1999 (Act No 1 of 1999).
(e) Government Notice No R. 829, published in Government Gazette No 35779, dated 12 October 2012: Amendment of Schedule No 1 (No 1/1/1449), in terms of the Customs and Excise Act, 1964 (Act No 91 of 1964).
(f) Government Notice No R. 830, published in Government Gazette No 35779, dated 12 October 2012: Amendment of Schedule No 1 (No 1/1/1450), in terms of the Customs and Excise Act, 1964 (Act No 91 of 1964).
(g) Government Notice No R. 831, published in Government Gazette No 35779, dated 12 October 2012: Amendment of Schedule No 1 (No 1/1/1451), in terms of the Customs and Excise Act, 1964 (Act No 91 of 1964).
(h) Government Notice No R. 832, published in Government Gazette No 35779, dated 12 October 2012: Amendment of Schedule No 1 (No 1/1/1452), in terms of the Customs and Excise Act, 1964 (Act No 91 of 1964).
(i) Government Notice No R. 833, published in Government Gazette No 35779, dated 12 October 2012: Amendment of Schedule No 1 (No 1/1/1453), in terms of the Customs and Excise Act, 1964 (Act No 91 of 1964).
(j) Government Notice No R. 834, published in Government Gazette No 35779, dated 12 October 2012: Amendment of Schedule No 1 (No 1/1/1454), in terms of the Customs and Excise Act, 1964 (Act No 91 of 1964).
(k) Government Notice No R. 835, published in Government Gazette No 35779, dated 12 October 2012: Amendment of Schedule No 1 (No 1/1/1455), in terms of the Customs and Excise Act, 1964 (Act No 91 of 1964).
(l) Government Notice No R. 836, published in Government Gazette No 35779, dated 12 October 2012: Amendment of Schedule No 1 (No 1/3A/14), in terms of the Customs and Excise Act, 1964 (Act No 91 of 1964).
(m) Government Notice No R. 837, published in Government Gazette No 35779, dated 12 October 2012: Amendment of Schedule No 1 (No 1/3A/15), in terms of the Customs and Excise Act, 1964 (Act No 91 of 1964).
(n) Government Notice No R. 838, published in Government Gazette No 35779, dated 12 October 2012: Amendment of Schedule No 1 (No 1/3A/16), in terms of the Customs and Excise Act, 1964 (Act No 91 of 1964).
(o) Government Notice No R. 839, published in Government Gazette No 35779, dated 12 October 2012: Amendment of Schedule No 1 (No 1/3A/17), in terms of the Customs and Excise Act, 1964 (Act No 91 of 1964).
(p) Government Notice No R. 840, published in Government Gazette No 35779, dated 12 October 2012: Amendment of Schedule No 5 (No 5/5/96), in terms of the Customs and Excise Act, 1964 (Act No 91 of 1964).
(q) Government Notice No R. 841, published in Government Gazette No 35779, dated 12 October 2012: Amendment of Schedule No 5 (No 5/5/97), in terms of the Customs and Excise Act, 1964 (Act No 91 of 1964).
(r) Government Notice No R. 846, published in Government Gazette No 35791, dated 19 October 2012: Amendment of Schedule No 5 (No 5/3/98), in terms of the Customs and Excise Act, 1964 (Act No 91 of 1964).
(s) Government Notice No R. 847, published in Government Gazette No 35791, dated 19 October 2012: Amendment of Schedule No 6 (No 6/32), in terms of the Customs and Excise Act, 1964 (Act No 91 of 1964).
2.
The Minister of Justice and Constitutional Development

(a)
Addendum/Erratum on the Strategic Plan of the National Prosecuting Authority (NPA) for 2012/17 and Annual Performance Plan for 2012/13. 

COMMITTEE REPORTS

National Assembly 
1. REPORT OF THE STANDING COMMITTEE ON APPROPRIATIONS ON THE FOLLOW UP OVERSIGHT VISIT TO THE EASTERN CAPE PROVINCE FROM 30 JULY TO 03 AUGUST 2012, DATED 12 SEPTEMBER 2012

The Standing Committee on Appropriations, having undertaken a follow-up oversight visit to the Eastern Cape from 30 July to 3 August 2012, reports as follows:

1. Introduction

In terms of section 4(4) of the Money Bills Amendment Procedure and Related Matters Act, No. 9 of 2009, the mandate of the Standing Committee on Appropriations (the Committee) is to “consider and report on the following:

· spending issues;

· amendments to the Division of Revenue Bill, the Appropriation Bill, Supplementary Appropriation Bills and Adjustment Appropriation Bill;

· recommendations of the Financial and Fiscal Commission, including those referred to in the Intergovernmental Fiscal Relations Act, 1997 (Act No. 97 of 1997);

· reports on actual expenditure published by the National Treasury; and

· any other related matter set out in the [above-mentioned] Act”.

In addition to the above, the Committee has been tasked to oversee the activities of the portfolio Performance Monitoring and Evaluation, including the National Youth Development Agency in terms of National Assembly Rule 199 (b) on 1 November 2011.

1.1 Purpose of the visit

During the previous Committee oversight visit undertaken in June 2012, the Committee observed that there were still challenges facing the health and education sectors in the Eastern Cape Province such as clinics that did not have medicine and some doctors who have not received their salaries. The Committee also made an undertaking to the public that it would return to the province to follow-up on the progress regarding the Hospital Revitalisation Grant and the Health Infrastructure Grant. 

Part of the follow-up visit to the Eastern Cape Province was to evaluate the progress that has been made by the Department of Basic Education on the implementation of the Accelerated Schools Infrastructure Development Initiative (ASIDI) programme and School Infrastructure Programme. In respect of the former, the objective was to get the commitment of the service providers for the 2012/13 financial year to get Eastern Cape contractors on board. The said contractors have complained about being marginalised by the Department and its service providers. 

The Committee also engaged with the National Youth Development Agency (NYDA) on the youth development programmes that were offered in the Eastern Cape Province. Part of the mandate of the NYDA was to lobby and advocate for integration and mainstreaming of youth development in all spheres of government, private sector and civil society. In light of this, part of the strategic plan of the NYDA was to provide a comprehensive suite of interventions that would lead to decent employment, skills development, education, and entrepreneurship to all young people between ages of 14 to 35. The NYDA received a budgetary allocation of R385 million for the 2012/13 financial year. 

In the light of the above, the Committee took a decision to go back and revisit the health and education sectors and also to engage the NYDA in the Eastern Cape Province.

1.2 Delegation

The delegation of the Committee consisted of Mr EM Sogoni, African National Congress (ANC), the Chairperson and the leader of the delegation; Mr JP Gelderblom (ANC); Ms RJ Mashigo (ANC); Mr M Swart Democratic Alliance (DA) and Dr SM Van Dyk (DA). The delegation was supported by Mr D Arends and Ms A Kakaza (Committee Secretaries); Mr P Dlomo and Mr M Zamisa (Committee Researchers) and Ms V Makubalo (Committee Assistant).

The Committee was joined by Members of the Portfolio Committee on Health, Dr MB Goqwana (ANC), the Chairperson of the Portfolio Committee on Health; and was supported by Ms V Majalammba (Committee Secretary) and Ms N Mnyovu (Committee Assistant).

2. Terms of reference

The visit was a result of the Committee’s extended mandate which included conducting oversight over the Department in the Presidency for Performance Monitoring and Evaluation and the NYDA. The Committee’s engagements with the NYDA during the consideration of the NYDAs Strategic Plan, Annual Performance Plan (APP) and budget for the 2012/13 financial year have led to a decision to visit some of the programmes that it was offering to young people. 

The purpose of the Hospital Revitalisation Grant (the Grant) was to enable provinces to plan, manage, modernise, rationalise, and transform health infrastructure in line with national policy objectives and to supplement expenditure on health infrastructure delivered through Public-Private-Partnerships (PPPs). The successful roll-out of the pilot phase of the National Health Insurance (NHI) was dependant on the effective implementation of the Grant. Therefore, the Committee resolved to assess the extent to which the Grant has been implemented in the Eastern Cape Province (OR Tambo District) in preparation for the rolling-out of the pilot phase of NHI in the said province.

The Committee undertook a follow-up oversight to the Eastern Cape Province on 21 June 2012 at the Transet, Mthatha where it met with national and provincial departmental officials. The Committee received a briefing on the progress regarding the 49 schools that were to be built under the ASIDI programme in the Eastern Cape. Concerns were expressed that contractors and material suppliers in the Eastern Cape were not benefiting sufficiently from the ASIDI programme. Reference was made to the ASIDI plan for the 2012/13 financial year which included 100 inappropriate schools, 692 electrifications, 453 sanitation, 928 water and 50 specialist class room projects. Coega Development Corporation, Independent Development Trust, and the Eastern Cape Department of Public Works have been appointed for the implementation of 50 schools in the Eastern Cape during 2012/13. 

3. Engagements during the oversight  visit

3.1 Hospital Revitalisation and Health Infrastructure Grants

On Tuesday, 31 July 2012 the Committee met with the Eastern Cape Provincial Department of Health in East London International Convention Centre and conducted a site inspection of the Cecilia Makiwane Hospital in Mdantsane. The following provincial and national officials were in attendance: Eastern Cape MEC for Health, Mr S Gqobana, Ms NP Makwedini (Eastern Cape Department of Health, ECDOH), Ms T Majaja (ECDOH), Dr ML Matiwane (ECDOH), Ms MT Tuswa (ECDOH), Mr JS de Jager (ECDOH), Ms ZPP Tantsi (ECDOH), Prof L Galo (ECDOH), Mr A Dzuda (ECDOH), mr MB Boya (ECDOH), Mr GLQ Kalimashe (Eastern Cape Provincial Treasury (ECPT), Ms NTM Mbina-Mthembu (ECPT), Ms SS Nqadolo (ECPT),  Mr RW Morewane (National Department of Health, NDOH) Ms PS Khosa (NDOH), Mr I van der Merwe (NDOH), Mr B Melitafa (Coega Development Corporation), Ms FF Nemasetoni (Hospital Design Group, HDG), and Mr AJ van der Hoven (HDG).

The following Members of the Portfolio Committee on Health and support staff were in attendance: Dr MB Goqwana (ANC, Chairperson), Ms MC Dube (ANC), Ms TE Kenye (ANC), Ms MR Motsepe (ANC), Ms B Ngcobo (ANC), Ms MJ Segale-Diswai (ANC), Ms D Robinson (DA), Ms SP Kopane (DA), Mr DA Kganare (Cope), Ms V Majalamba (Committee Secretary), Mr MZ Rahim (Committee Researcher), and Ms N Mnyovu (Committee assistant).  

The presentation of the Eastern Cape Department of Health (Provincial Department) focused on the success of the Department to date, expenditure as at the end of the 2011/12 financial year, budget cuts for over the Medium Term Expenditure Framework (MTEF) period, implications of the budget cuts, structural weakness of the Provincial Fiscal Framework, improving Health Infrastructure Investment and recommendations. The Committee has however requested the Provincial Department to focus on the issues pertaining to the under spending on the Hospital Revitalisation and Health Infrastructure Grants that could not be responded to during the Committee oversight visit in June 2012. 

In its presentation the Department reported on the following challenges that were experienced: other projects that were put on hold would be postponed by a further three year period and this was due to budget  cuts over the MTEF by the provincial Treasury;  delays in payments which resulted in some payments being made late December 2011; budgeting challenges due to accruals and rollovers on conditional grants that were only approved towards the end of the third quarter which left the Department with insufficient time to spend the funds.

The Department reported on the following successes that were made:

· After 17 years of returning funds the infrastructure budget was fully committed;

·  Expenditure recorded at the end of the 2011/12 financial year reached a historical high of R1.3 billion or 90% of a R1.4 billion allocation;

·  For the first time in the history of the Department no infrastructure funds were withheld;

·  Better management of contracts resulted in savings in certain projects;

·  More active oversight over the implementing agents was exercised; and

· Reporting structures have been put in place with project monitoring and monthly expenditure reviews and a payment tracking system introduced. 

The Eastern Cape Provincial Treasury (Provincial Treasury) reported that the Province had appointed a total of 483 medical officers. The appointments were reported as follows:

· Alfred Nzo District – 12

· Amathole District – 37

· Cacadu District – 25

· Chris Hani District – 27

· Complex: East London – 96

· Complex: Port Elizabeth – 117

· Complex: Mthatha – 74

· Department of Health Head Office - 1

· Nelson Mandela Metro District – 30

· OR Tambo District - 41 

· Regional Hospital: Frontier - 13

· Regional Hospital: St. Elizabeth -3

· Ukhahlamba District – 7

The Provincial Treasury reported that there was a 3320 growth in personnel in the Eastern Cape Department of Health between 31 March 2010 and 31 March 2011. The said growth in personnel was not budgeted for resulting in the over expenditure of the overall budget. The over expenditure was therefore mainly attributed to Compensation of Employees which was mitigated by under spending on non-personnel items, including infrastructure and conditional grants. It was further reported that the Provincial Department continued to appoint personnel without the budget which resulted in a cost pressure of R421 million in May 2012. In light of this, the appointment authorization function of the Provincial Department has been taken over by the Provincial Treasury.

3.2 Deliberations

The Committee observed that the National Treasury should not be the one to be blamed for not increasing the budget of the Eastern Cape Department of Health since it was evident that there was a poor management of funds in the department. It was also noted with concern that there was an absence of culture of accountability in the Province and that there were no clear guidelines of accountability. 

The Committee raised concerns regarding the future of the Department and sought clarity as to who exactly was responsible for decision making in the Department as it related to budgeting.

Members of the Committee had difficulty in ascertaining the state of affairs in the Department and whether it was making any progress in its spending performance.

Clarity was sought on whether the Provincial Department had an engineer for infrastructure projects at the moment as it was the case in KwaZulu-Natal. Of importance was whether the Provincial Department was looking at prioritizing projects given the big number thereof and questions were raised on whether recovery mechanisms were introduced as it related to poor performing contractors. 

Concern was expressed at the lack of accountability as it related to the mismanagement of funds and clarity was sought on how the matter would be addressed. Another concern of the Committee was at the observed lack of proper planning within the Provincial Department and the non-compliance with the 30 days payment of service providers as per the Treasury Regulations. It was stated that the health sector in the Eastern Cape Province needed to be restructured.

The Committee stated that the National Department of Health needed to assist the provincial departments on the planning and monitoring of the health grants. It was also suggested that the Eastern Cape Provincial Department of Health needed to consider the restructuring of the department to ensure more effective accountability.

The Provincial Department was requested to provide the Standing Committee on Appropriations and Portfolio Committee on Health with copies of the Service Delivery Rationalisation Plan and Special Investigation Unit (SIU) reports, which they reportedly had.

3.3 Site visit to Cecilia Makhiwane

The Committees visited the Cecilia Makhiwane Hospital Revitalization. It was reported that the project commenced in 2007 and was subsequently handed over to the Coega Development Corporation for completion. It was a joint construction project between the Stefanutti, Sakhekhaya and Simunye construction companies from the Mdantsane Township. The estimated total cost for the project was R2.1 billion and the construction was expected to be completed by December 2014.

It was noted that there were issues around the planning stage on revitalization of the Cecilia Makhiwane hospital from a level 4C hospital to a  level 2 or regional hospital and the Health Portfolio Committee would take the matter up with relevant people and that the clinicians in the Province should also take the concerns raised by the authorities to the relevant officials in the province. The Committee requested a progress report on the current status of the project and its expenditure.

4. Accelerated Schools Infrastructure Development Initiative (ASIDI)

On the second day of the visit the Committee met with the Department of Basic Education and implementing agencies to gauge their progress with a view to ensuring improvement on the performance during the 2012/13 financial year. The purpose of the ASIDI Programme was the eradication of entire inappropriate schools and provision of basic level of water, sanitation and electricity to schools.

The following departmental officials were present at the meeting that was held at the East London International Convention Centre: Ms T Diale (National Department of Basic Education, NDBE), Mr SG Padayachee (NDBE), Mr ED Fray (Eastern Cape Department of Education, ECDoE), Mr M Dlelanza (ECDoE), Mr B Ngxito (Eastern Cape Department of Roads and Public Works, ECDRPW), Mr MF Matsoha (ECDRPW), Ms GLQ Kalimashe (Eastern Cape Provincial Treasury, ECPT), Mr R Matlala (Development Bank of Southern Africa, DBSA), Mr CW Ramphele (DBSA), Mr MA Katsana (DBSA), Dr MC Mabula (Coega Development Corporation, CDC), Mr S Ntantala (CDC), Mr GM April (Independent Development Trust, IDT), Mr FLB Nzawa (IDT), Mr BM Makupula (IDT), and Ms VS Tandwa (Mvula Trust).

The ASIDI progress analysis for the 2011/12 financial year on the inappropriate schools was reported as follows: 

· Over 86% of contract period has lapsed and the programme was behind schedule on all of the schools;

· Contractors were being scheduled by between 75 and 151 days based on their baseline programmes;

· Progress at 6 of the schools was between 10.1% and 20%;

· Progress at 8 of the schools was between 20.1% and 30%;

· Progress at 14 of the schools was between 30.1% and 40%;

· Progress at 9 of the schools was between 40.1% and 50%;

· Progress at 8 of the schools was between 50.1% and 60%;

· Progress at 3 of the schools was between 60.1% and 70%;

· Progress at 1 of the schools was over 70.1%; and

· Contractual provisions have been invoked for non-performing contractors.

The Department reported that, based on the current rate of progress, 12 schools would be completed by August 2012 instead of the initially envisaged 5. According to the Department, all 49 schools would be completed and handed over to the Department of Education by November 2012 in the following order: 12 schools by August (instead of the initially envisaged target of 5); 22 schools by September 2012; 7 schools by October 2012, and 8 schools by November 2012.

An amount of R1.5 billion has been allocated towards the Eastern Cape Province under the ASIDI programme for the 2012/13 financial year. It was reported that the Memorandums of Understanding (MoUs) with the implementing agents that would construct 50 schools in the Eastern Cape Province during the 2012/13 financial year still needed to be finalized. These agents, i.e. the Independent Development Trust (IDT), Mvula Trust, Coega Development Corporation, and Eastern Cape Department of Public Works, were appointed in May 2012 and were required to submit implementation plans before the MoUs were finalized. It was reported that contractors for the construction of the schools would be appointed by October 2012. 

4.1 Deliberations

The Committee noted with concern that there was a problem with regard to the progress of the ASIDI programme in the Province. Of concern to the Committee was the fact that not even one of the 49 schools for the 2011/12 financial year had been completed let alone the target of 50 schools for the 2012/13 financial year. The Committee further questioned the credibility and reliability of the Department’s revised commitment of achieving a target of 12 schools, instead of the earlier target of 5, by or before the end of August 2012. Of greater concern to the Committee was the fact that, by the time of reporting, only 20 days was remaining before the end of August 2012; hence the completion of 12 schools was deemed unattainable. The Committee expressed serious concern about the poor planning with regard to the ASIDI programme and reference was made to the fact that contractors were yet to be appointed to commence the construction of 50 schools for the 2012/13 financial year. 

Members were concerned about the high cost of contractors and sought clarity on whether the Department had investigated the possibility of using the Department of Public Works’ costing model for the construction of schools. The Committee raised questions as to why most of the contractors were from outside Eastern Cape. The Committee was of the view that the new service providers for the 2012/13 financial year needed to ensure that Eastern Cape qualified contractors be afforded opportunities. The Committee’s view was that the aim of the ASIDI project was to develop the Eastern Cape Province, hence the need for prioritizing local contractors with the necessary capacity.

5. Meeting with the National Youth Development Agency (NYDA) 

On the third day of the visit the Committee met with the National Youth Development Agency (NYDA) in the East London International Convention Centre. The following officials were present at the meeting: Mr S Ngubeni (National Youth Development Agency, NYDA), Mr C Peter (NYDA), Mr D van Vuuren (NYDA); Mr M Mawela (NYDA), Mr D Maqubela (NYDA East London Branch); Ms N Mazwi (Eastern Cape NYDA Board), Mr A Matiti (Eastern Cape NYDA Board), Ms D Mokgohla (Office of the President), and Mr SG Skiti (City Press).  

Mr Ngobeni, CEO of NYDA reported that the NYDA’s footprint in the country consisted of the NYDA Board at the head office in Midrand, NYDA head office management and corporate support functions in Midrand, the NYDA provincial advisory boards with 7 members per province, 9 NYDA provincial offices, 52 NYDA regional offices and 230 NYDA local offices. The role and responsibilities of the structure levels were explained.

However, the CEO mentioned that the NYDA had not yet has NYDA provincial office in all 9 provinces. The service delivery channels were 14 full service branches at present located national in all major centres and in all 9 provinces with a staff component of 16 – 20 personnel, 168 local youth offices at present located within municipalities and strategic hosting partners with a staff component of 2 -5 personnel and roaming mobile vehicles equipped with Information Communication and Technology (ICT) and media equipment, youth advisory centres that forms part of the outreach component targeting youth in rural and remote areas. 

With regard to funding applications, it was reported that the provincial branches could only process applications to the maximum amount of R50 000. All applications above the said amount needed to be referred to the head office of the NYDA. 

It was mentioned that the Eastern Cape Provincial Advisory Board was appointed by the NYDA board for a 2 year term to provide advice to the NYDA Board on youth development matters in the province, to advise on provincial youth development priorities and to lobby the public, private and civil society sectors for an integrated approach to youth development.

The Chairperson of the advisory board in the Eastern Cape, Mr Ayanda Matiti raised concerns about funding of NYDA, whether the funding from national should or supposed to be centralized to the provinces, because currently the NYDA in the province was not receiving any funding, they had to request the province to get funds. The Chairperson also raised concerns in regard to NYDA structural alignment whether it was correctly located and whether it was serving its purpose, that NYDA was top heavy and was not accessible to all the areas in the Eastern Cape especially the rural areas. 

5.1 Deliberations

The Committee raised concern that there was no NYDA office in the former Transkei especially in the rural areas. The Committee also sought clarity on the matter of distribution of funds to provinces and questions were raised on where exactly the appropriated funding to the NYDA was spent. 

Reference was made to the fact that only five provinces benefited from the National Senior Certificate 2nd Chance Project and concerns were raised about what happened to the rest of the provinces. It was stated that four mobile trucks to reach rural areas were not sufficient and clarity was sought on what measures were put in place with regard to the accessibility of its services in the deep rural areas where the services were needed the most. Of greater importance to the Committee was the criterion used to select for young people to access the funds from the NYDA. 

It was suggested that the Committee needed to arrange a meeting with the national NYDA board and the Chairpersons of the Provincial Advisory Boards to discuss the funding challenges of NYDA before it considered the NYDA’s annual report for 2011/12 financial year. The Committee was subsequently informed that such a meeting took place in the Northern Cape.

5.2 Site Visit to the NYDA branch office in the Eastern Cape

The Committee visited the office of the NYDA in East London and observed the following:

· The location of the office was not adequate as it was situated in East London or urban area and was not accessible to rural areas that it was supposed to be service;

· Human capacity was also a challenge although, it was noted that the officials in the office were multi-tasked; and

· The branch did not have a mobile van and it was reported that the procurement of the vehicle would be done in the next two months.

6. Findings

The following findings have been made by the Committee:

6.1 The Committee observed that there was a need for the employment of skilled personnel in the Eastern Cape Provincial Department of Health, as there was a lack proper planning and management of funds.

6.2 The appointment authorization function of the Eastern Cape Provincial Department of Health has been taken over by the Eastern Cape Provincial Treasury due to continued appointments being made without the necessary budget, which resulted in doctors not being paid.

6.3 The National Department of Basic Education and the Provincial Department viewed the Accelerated Schools Infrastructure Development Initiative (ASIDI) projects in isolation to other education grant projects.

6.4 The Department of Basic Education was still in the process of finalizing the Memorandums of Understanding with the implementing agents for the construction of 50 schools during the 2012/13 financial year. To this end, no contractors have been appointed as yet for the 2012/13 and subsequent financial years. 

6.5 There were challenges regarding the accessibility of the National Youth Development Agency (NYDA) services in the rural areas which was a cause for concern. 

6.6 There were serious challenges relating to communication, integration and coordination between the national, provincial, and branch structures of the NYDA.

7. Recommendations

The Standing Committee on Appropriations, having engaged with the above stakeholders, recommends as follows:

7.1 The Member of Executive Council (MEC) for Health in the Eastern Cape ensures that the Eastern Cape Provincial Department of Health submit a comprehensive report on the rationale behind the revitalization of the Cecilia Makhiwane Hospital from a level 4 to a level 2 or regional hospital. This report needs to be submitted within 30 days of adoption of this report by the National Assembly. 

7.2 The Provincial Department of Health to provide both the Standing Committee on Appropriations and Portfolio Committee on Health with an action plan on how it proposes dealing with challenges facing the department before December 2012.

7.3 The Member of Executive Council (MEC) for Education in the Eastern Cape ensures that the Provincial Department of Basic Education provide the Standing Committee on Appropriations with progress reports on the two education grants, i.e. the Schools Infrastructure Grant and the Technical Secondary Schools Recapitalisation Grant. This report needs to be submitted within 30 days of adoption of this report by the National Assembly.

7.4 That the Minister of Basic Education ensures that the National Department of Basic Education submit roll-out plans on the Accelerated Schools Infrastructure Delivery Initiative the 2012/13 financial year as well as the 2013/14 financial year within 30 days of adoption of this report by the National Assembly. 

7.5 That the Minister in the Presidency for Performance Monitoring and Evaluation ensures that the National Youth Development Agency (NYDA) develop and report on a plan on how it proposes to address the challenges relating to the accessibility of NYDA services in the deep rural areas. This report needs to be submitted within 30 days of adoption of this report by the National Assembly.

7.6 That the Minister in the Presidency for Performance Monitoring and Evaluation ensures that the National Youth Development Agency develop and report on a strategy on how it proposes to address the communication, integration and coordination channels between its national, provincial and branch structures. This report needs to be submitted within 30 days of adoption of this report by the National Assembly.

Report to be considered.

2. REPORT OF THE STANDING COMMITTEE ON APPROPRIATIONS ON THE FOURTH QUARTER EXPENDITURE PATTERNS FOR THE 2011/12 FINANCIAL YEAR, DATED 31 OCTOBER 2012

The Standing Committee on Appropriations, having heard briefings and considered the fourth quarter expenditures of national departments for the 2011/12 financial year, reports as follows:

1. Introduction

The Standing Committee on Appropriations (the Committee) was established in terms of section 4(3) of the Money Bills Amendment Procedure and Related Matters Act,No.9 of 2009. The Act requires the Committee to consider and report on spending issues, and on actual expenditure published by the National Treasury. The Committee has adopted a tradition of inviting both National Treasury and the affected departments to account on government spending. This consultative approach gives the Committee an opportunity to interrogate departments on their spending with a view to identify and strengthen gaps in public spending. The Committee is established as a strategic centre to flag issues which might impact negatively on service delivery through scrutiny of government spending. As such, the Committee has taken a decision to move swiftly towards balancing its expenditure monitoring with actual performance.

This report provides a detailed overview of government spending for the period 1April 2011 to 31 March 2012. It intends to highlight spending patterns of national departments and to draw the attention of Parliament and the Executive to findings and recommendations made for improved public spending. 
2. The Review of the Total Expenditure

The national departments were allocated an adjusted budget of R505.1 billion for the 2011/12 financial year which excluded the direct charge of R388 billion. An amount of R149.7 billion (29.4per cent) was allocated to current payments (R94.2 billion for compensation of employees and R54.3 billion for goods and services), R343.3 billion (67.9 per cent) to transfers and subsidies, and R12.1 billion (2.4 per cent) to capital expenditure.

2.1 The comparison of overall budgets allocations and expenditure patterns of the three year period

The overall expenditure at the end of the fourth quarter of the 2011/12 financial year was R499.5 billion of the adjusted budget. Total spending by departments has shown a decline from 98.56 per cent in 2009/10 to 97.70 per cent in 2010/11 and a slight increase to 97.77 per cent in 2011/12. Therefore, expenditure by departments has not been able to keep up with the budget increases for the past three years. To improve expenditure, a closer scrutiny on government spending is required and stricter measures need to be put in place to strengthen budget implementation and monitoring. There were indications of a negative (inverse) relationship between budget allocations and expenditure performance. This had the potential to negatively affect service delivery and the delivery of overall government priorities such as education, health, rural development, infrastructure development and job creation. The President of the Republic of South Africa, His Excellency Mr J G Zuma, in his State of the Nation Address (SONA) on 9 February 2011, declared the year 2011/12 as the year of job creation but the decline in the expenditure trends suggests that some of these commitments will not be met. The section below outlines the expenditure by departments at the end of the fourth quarter of the 2011/12 financial year. 

National departments reported total under expenditure of R11.4 billion as at the end of the 2011/12 financial year. During this period, the overall under expenditure has increased compared to the past two financial years, i.e. R6.3 billion in 2009/10, R9.6 billion in 2010/11 and R11.4 billion by 2011/12. 

3. Spending by departments at the end of the 2011/12 financial year

National government comprises of 38 budget votes in total, of which 10 departments were identified to have reported under or over expenditure. These departments included: the Departments of Public Works; Basic Education; Communications; Water Affairs; Social Development; Women; Children and People with Disabilities; Cooperative Governance; South African Police Service; National Treasury; and Human Settlements. Table 1 below provides the actual expenditure of the 10 selected departments for the period 1April 2011 to 31 March 2012.

Table 1: Actual expenditure of the 11 selected departments as at 31 March 2012

	
	Department Name
	Adjusted Budget 
	Actual Expenditure 1 Apr 2011 to 31 March 2012

	
	 
	
	Expenditure
	                  %

	1
	Department of Public Works
	R7.8 billion
	R7 billion
	90.1

	2
	Department of Basic Education
	R14 billion
	R12.8 billion
	91.5

	3
	Department of Communications
	R2 billion
	R1.7 billion
	89.4

	4
	Department of Water Affairs
	R9 billion
	R8.2 billion
	91.3

	5
	Department of Social Development
	R104.2 billion
	R103.1 billion
	98.9

	6
	Department of Women, Children and People with Disabilities
	R143.1 million
	R165.8 million
	115.8

	7
	Department of Cooperative Governance and Traditional Affairs
	R48.2 billion
	R46.2 billion
	95.8

	8
	South African Police Service
	R58.5 billion
	R57.9 billion
	98.9

	9
	National Treasury
	R23.8 billion
	R21.3 billion
	89.6

	10
	Department of Human Settlements
	R22.8 billion
	R22.5 billion
	99


In light of the above, the Committee invited the following nine Departments for hearings on the Fourth Quarter Expenditure for the 2011/12 financial year:

· National Treasury;

· Department of Water Affairs;

· Department of Women, Children and People with Disabilities;

· Department of Human Settlements;

· South African Police Service; 

· Department of Basic Education;

· Department of Social Development;

· Department of Public Works; and

· Department of Communications

3.1
National Treasury (Vote 10)

National Treasury (the Department) was allocated an amount of R23.8 billion for the 2011/12 financial year after adjustment. At the end of the fourth quarter the Department had spent R21.3 billion or 89.6 per cent which resulted in an under expenditure of 
R2.5 billion. 

3.1.1
Expenditure per programme

The Department’s budget comprises of ten programmes, i.e. Administration; Economic Policy, Tax, Financial Regulation and Research; Public Finance and Budget Management; Asset and Liability Management; Financial System and Accounting; International Financial Regulations; Civil and Military Pensions, Contributions to funds and other benefits; Technical Support and Development Finance; Revenue Administration; and Financial Intelligence and State Security. The Programmes that contributed to the Department’s under expenditure are explained in detail hereunder.

Technical Support and Development Finance: Programme 8 was allocated an amount of R4.6 billion for the 2011/12 financial year. At the end of the fourth quarter the Department had spent R2.8 billion or 61.6 per cent resulting in an under expenditure of R2 billion. The main reasons for this under expenditure were as follows:

· Delays in the implementation of the Employment Creation Facilitation Fund (Jobs Fund) as a result of delays in the signing of the Memorandum of Understanding (MoU) with the Development Bank of Southern Africa (DBSA); and

· The slow uptake of new projects by municipalities on the Neighbourhood Development Partnership Grant (NDPG) and unspent surpluses for the previous financial year. 

The other reported reasons for the under expenditure in the overall allocations were as follows:

· 122 vacant positions (for specialised skills) mainly due to the Department’s inability to attract suitable skills;

· Unspent/transferred funds to the Technical Assistance Trading Entity for the facilitation of public funds; and

· Late receipt of invoices for lease and municipal service claims.

The Committee expressed concern at the ability of DBSA to effectively implement the roll-out of the Jobs Fund given that it was involved in other significantly large projects such as the Accelerated Schools Infrastructure Development Initiative (ASIDI).Furthermore, the point was made that the Jobs Fund was not properly planned by the Department which resulted in the high degree of under-expenditureof R1.8 billion out of a budgetary allocation of R2 billion. 

The Committee expressed concern that the overall expenditure of the Department has regressed in the past three years even though it was supposed to set an example to other departments given the fact that it was the custodian of the financial regulation frameworks in the country. The Committee made reference to the high vacancy rate within the Department which stood at 122 (for specialised skills) during the period under review and clarity was sought on how it would be addressed since it impacted negatively on service delivery. 

The Committee noted the high vacancy rate of the Department and expressed concern about its ability to effectively monitor transfer funds to departments, provinces and municipalities. National Treasury needs to develop mechanisms to address the high vacancy rate within the Department. 

3.2
Department of Water Affairs

For the 2011/12 financial year, the Department of Water Affairs (the Department) was allocated R9 billion after adjustments. At the end of the fourth quarter, the Department had spent R8.2 billion or 91.3 per cent resulting in an under expenditure of 
R784 million. The recorded under expenditure occurred in a number of programmes which are discussed in the following section.

3.2.1
Expenditure per programme

The Department’s budget comprised of six programmes, i.e. Administration, Water Sector Management, Water Infrastructure Management, Regional Implementation and Support, Water Sector Regulation, and International Water Cooperation. The programmes which have not performed well are discussed in more detail hereunder.

Administration: Programme 1 was allocated R878.3million for the 2011/12 financial year. At the end of the fourth quarter R781.4 million or 89.9 per cent was spent resulting in an under expenditure of R96.8 million. The reasons for the under expenditure were as follows:

· Delays in filling of vacant posts and related items such as computers, furniture and other operational costs for new recruits;

· Delays in the procurement of video conference equipment; and

· Fewer claims received from Members of the Business Process Review Committee.

Water Sector Management: Programme 2 was allocated R852.3 million for the 2011/12 financial year.  At the end of the fourth quarter only R511.8 million or 
60.1 per cent was spent which resulted in an under expenditure of R340.5 million. The reasons for the under expenditure were as follows:

· Delays in the awarding of tenders for the construction of a water treatment plant for the Acid Mine Drainage project resulting in R250 million that could not be spent; and

· Delays in the transfer of R18 million to the Rand Water Board;

· Unfilled vacant posts including Occupation Specific Dispensation (OSD) posts. 

Regional Implementation and Support: Programme 4 was allocated an amount of R4.7 billion and spent R4.3 billion or91.6 per cent at the end of the fourth quarter of the 2011/12 financial year. This resulted in an under expenditure of R398.6 million or 8.4 per cent. The reported under expenditure was due to the following reasons:

· Delays in the implementation of water service projects such as Nandoni pipeline, Hluhluwe and Inyaka because approval took longer than had been anticipated;

· Payment of R20 million that could not be made before the cut-off date for the Moutse Bulk Water Supply;

· Capacity constraints due to the delays in implementation of Occupation Specific Dispensation (OSD) posts; and

· Non-delivery of material for the regional bulk infrastructure projects. 

Water Sector Regulation: Programme 5 was allocated an amount of R112.3 million of which R91.1 million or 81.1 per cent was spent at the end of the fourth quarter. This has resulted in an under expenditure of R21.2 million or 18.8 per cent. The under expenditure was mainly attributed to the non-filling of vacant posts, including OSD posts. 

The Department reported the following overall challenges which were impacting on its expenditure:

· Data discrepancies delayed the finalisation of the comprehensive reserves;
· The high water levels in the Vaal River delayed the completion of the Klipplaatdrift monitoring station; and
· The implementation of OSD was impacting negatively on the availability of the technical skills required to ensure service delivery within the programme as critical posts could not be filled. 
The department had reported that challenges experienced with the mining houses have worsened. The department had requested the intervention of National Treasury in mitigating such challenges and work is under way in this regard. The Committee expressed concern at the aforementioned since it was a recurring issue and it was the Committee’s view that the matter was long outstanding and needed to be addressed expeditiously. The Department reported that there was a possibility of funds being shifted within the programmes during the 2012/13 financial year and that a R200 million roll-over has been requested in respect of the Nandoni Dam project.

The Committee made reference to the legal processes that were underway regarding the Nandoni pipeline project and serious concern was expressed at the delays in that regard. It was reported that the pipelines relating to the legal processes were lying above ground level in the Giyani region and the quality of the pipeline did not meet the required standard.

With reference to the Acid Mine Drainage project, the Committee expressed concern at the under expenditure of the Department thereon since the Minister of Water Affairs indicated that more funding was needed to address the matter throughout South Africa. 

3.3
Department of Women, Children and People with Disabilities (Vote 8)

The Department of Women, Children and People with Disabilities (the Department) was allocated an adjusted amount of R143.1 million for the 2011/12 financial year. At the end of the fourth quarter the department had spent R165.8 million or 115.8per cent of the allocation. This resulted in an over expenditure of R22.7 million or 15.9 per cent. The recorded over expenditure occurred in a number of programmes which are discussed in the following section.

3.3.1
Expenditure per programme

The Department’s budget is comprised of four programmes, i.e. Administration; Women Empowerment and Gender Equality, Children’s Rights and Responsibilities, and Rights for People with Disabilities. The programmes that have not performed well are discussed in more detail below.

Administration: Programme 1 was allocated an amount of R42.8 million for the 2011/12 financial year. At the end of the fourth quarter the Department had spent R67.1 million or 156.7 per cent of the budget. An amount of R35.6 million was allocated towards Compensation of Employees out of which R59.7 million or 167.5per cent has been spent. Under Goods and Services an amount of R46 million had been allocated and R55.4 million or 120.4 per cent had been spent during the period under review. The reasons for the over expenditure are as follows:

· The department employed staff outside the approved post establishment.

·  A Research Unit was established but was not part of the approved organogram, hence it was unfunded;

· Overspending on Goods and Services was mainly due to travel and subsistence costs. 

Women Empowerment and Gender Equality: Programme 2 was allocated an amount of R78.1 million out of which R77.1 million or 98.7 per cent was spent. The under expenditure which amounted to R975 000 was due to unprocessed invoices as a result of delayed procurement processes.

Children’s Rights and Responsibilities: Programme 3 was allocated an amount ofR10.1 million for the 2011/12 financial year. At the end of the fourth quarter, the department had spent R12million or 117.9 per cent which resulted in an over expenditure of R1.8 million. This over expenditure was mainly due to the appointment of personnel which was not funded or at higher than budgeted notches.

Rights of the People with Disabilities: Programme 4, even though the Department has reported over expenditure overall, it should be noted that this programme has reported under expenditure at the end of the fourth quarter. This programme was allocated R11.9 million for 2011/12. At the end of the fourth quarter the department had spent R9.5 million or 79.7 per cent. This under expenditure was mainly due to vacant posts in this programme.

The Committee raised concerns that during the previous engagement with the Department, the Minister of Women, Children and People with Disabilities made reference to investigations that were underway regarding nepotism in the Department and clarity was sought on progress in that regard. 

The Department reported that mechanisms have been put in place to monitor its expenditure more effectively and that the issue of overspending would be addressed. This was of concern to the Committee due to the fact that the Department had reported the same during the hearings on the third quarter expenditure report for the 2011/12 financial year. Concern was expressed at the overspending on compensation of employees and the Committee expressed dissatisfaction at the excess spending on areas that were not budgeted for in that regard.

Emphasis was placed on the high expenditure on travelling, catering and advertisements which were recurring issues that needed to be addressed. The Committee noted with concern that during its previous engagements with the Department it was requested that reports be provided on its organogram, and travelling and catering expenditure, to date the said information has not been provided. 

3.4
Department of Human Settlements (Vote 31)

The Department of Human Settlements (the Department) was allocated an adjusted amount of R22.8 billion for the 2011/12 financial year out of which R22.5 billion had been spent. This amounted to total under expenditure of R228.9 million or 1 per cent of the available funds during the period under review.

3.4.1
Expenditure per programme
The Department’s budget is comprised of five programmes: Administration; Housing Policy, Research and Monitoring; Housing Planning and Delivery Support; Housing Development Finance; and Strategic Relations and Governance. The programmes that contributed to the Department’s under expenditure are explained in detail hereunder.

Administration: Programme 1 has spent an amount of R166.8 million against an available budget of R233.1 million resulting in an under expenditure of R66.4 million. The under expenditure was mainly due to the change in the mandate of the Special Investigation Unit (SIU) and the non-utilisation of funds for the lease of additional office accommodation. 

Housing Development Finance: Programme 4 was allocated an amount of 
R22.197 billion out of which R22.105 billion or 99.5 per cent was spent. This resulted in an under expenditure of R92.2 million which was mainly due to the following:

· Non-filling of vacancies as a result of the undertaking of a Departmental Turn-Around Strategy; and

· Unspent funds on the Rural Household Infrastructure Grant (RHIG).

The Committee sought clarity on whether the Department had systems in place to monitor the spending and performance on conditional grants that were transferred to provinces and municipalities. The Committee made specific reference to the expenditure of provinces on the Housing Disaster Relief Grant (HDRG). The Committee sought clarity on the inhibiting factors affecting the implementation of the HDRG and how these could be addressed.

The Committee expressed concern at the Department’s annual delivery targets of 222 977 serviced sites and top structures for the 2011/12 financial year. The concern was that it seems as if the Department was setting unrealistic targets. The department delivered 172 753 serviced sites and top structures out of a target of 222 977 resulting in the non-delivery of 50 224 serviced sites and top structures. Clarity was sought on the implications of the said targets which could not be met and how it would be addressed. 

The Committee sought clarity on the expenditure of 20 per cent (R2.9 billion) of the Human Settlements Development Grant (R14.9 billion) which was earmarked for national priority projects. The Department undertook to furnish the Committee with a comprehensive report on how and in which provinces or municipalities the said allocation had been spent. 

3.5
South African Police Service (Vote 25)

The South African Police Service (SAPS) received an adjusted budget allocation of R58.5 billion for the 2011/12 financial year of which R57.9 million or 98.9 per cent had been spent. The SAPS reported an under expenditure of R617 million or 1.5 per cent. It is to be noted that the SAPS reported under expenditure for the first time in 2011/12 after achieving 100 per cent expenditure in the previous four financial years. The recorded under-expenditure occurred in a number of budget items which are discussed in the following section.

3.5.1
Expenditure per Economic Classification

The budget of the SAPS is comprised of five programmes, i.e. Administration, Visible Policing, Detective Services, Crime Intelligence, and Protection and Security Services. The programmes that contributed to the Department’s under expenditure are explained in detail hereunder.

In terms of economic classification, Goods and Services was allocated an amount of R12.7 billion of which R11.9 billion or 93.8 per cent had been spent as at the end of the financial year. The under expenditure on Goods and Services was as a result of the following:

· Under spending in the Technology Management Service was due to the slow implementation of modernisation projects;

· Delays in the completion of new Police Stations;

· Delays in the procurement process of machinery and equipment; and

· Slow spending on Criminal Justice Sector Revamp projects.

Payments for Capital Asset (CAPEX) was allocated an amount of R3.0 billion against which R2.9 billion or 99 per cent had been spent. The reported under expenditure was due to the slow spending on Buildings and Other Fixed Structures because of the non performing contractors and changes in the design and scope of the project by the Department of Public Works. The Department had spent only 71.5 per cent of the R669.9 million funding allocation earmarked for the construction of Police Stations. This was due to delays in the clearance of sites and delays in the awarding of contracts to the contractors to start building police stations. 

It should be noted that even though the SAPS has reported overall under expenditure for 2011/12, over expenditure was noted in certain programmes and sub programmes which were as follows:

· R26.8 million or 110.5 per cent spent on Safety and Security Sector Education and Training Authority (SSSETA);

· R133.5 million or 172.4 per cent spent on claims against the State or Civil claims instituted against the Department for possible compensation;

· R651.4 million or 4343.3  per cent spent on the Modernisation of the Integrated Justice System Programme in Programme 1 (IJSP);

· R265.6 million or 316.1 per cent spent on the Modernisation of Integrated Justice System Programme in Programme 3 (IJSP); and

· R12.9 million or 193.8 per cent spent for post-retirement benefits.

In respect of Payments for Capital Assets (CAPEX), the Committee sought clarity on the reported SAPS officials who were benefiting from contracts for the construction of police stations. It was stated that the matter needed to be investigated and that a comprehensive report, inclusive of the costs involved, needed to be submitted to the Committee in that regard. The SAPS responded that there was a status report on the said allegations that could be distributed to members of the Committee. 

The Committee expressed concern at the over expenditure of civil claims against the State and it was stated that it needed to be managed more effectively. In addition, concern was expressed at the significant over expenditure in respect of legal services and the fact that most of that funding was spent on legal service providers. A report indicating the costs for legal services that was outsourced over the past five years was requested from the SAPS. The Department was also requested to provide the Committee with a report on the suspended police officers with full pay.

The Committee expressed concern at the under expenditure in respect of the Criminal Justice System (CJS) under which 81 per cent or R1.49 billion had been spent from a total budgetary allocation of R1.85 billion. 

3.6
Department of Basic Education (Vote 15)

The Department of Basic Education (the Department) was allocated a total adjusted budget of R14 billion for the 2011/12 financial year. At the end of the fourth quarter, the Department had spent R12.8 billion or 91.5 per cent resulting in an under expenditure of R1.2 billion or 8.5 per cent. The slow expenditure was recorded in a number of programmes which are discussed hereunder.

3.6.1
Expenditure per programme

The Department’s budget is comprised of the following five programmes: Administration; Curriculum Policy, Support and Monitoring; Teachers, Education Human Resources and Institutional Development; Planning, Information and Assessment; and Education Enrichment Services. The programmes under which significant under expenditure was recorded will be discussed in more detail hereunder.

Curriculum Policy, Support and Monitoring: Programme 2 received a budgetary allocation of R1.8 billion for the 2011/12 financial year. The Department had spent
R1.7 billion or 94.6 per cent of the allocated funding resulting in an under expenditure of 5.4 per cent at the end of the fourth quarter. The recorded under expenditure was as a result of the following:

· Delays with regard to the procurement of the Kha Ri Gude Mass Literacy Campaign learner support material was due to the change of procurement model. The Learner Teacher Support Material (LTSM) was previously procured through an Implementing Agent. After concerns were raised by the 
Auditor-General which were confirmed by National Treasury on the procurement process, the Department took over the procurement process;

· Delays in the submission of invoices in respect of the Curriculum Review project resulted in the inability to finalise the processing of payments before the end of the financial year;

· The final invoices with regard to the Workbook project were received at the end of the financial year. External Auditors had to verify the invoices before they could be processed. This could not be finalised on time; and

· The withholding of the final transfer for the Dinaledi Schools conditional grant to Limpopo due to slow expenditure.

Planning, Information and Assessment: Programme 4 was allocated an amount of R6.5 billion for the 2011/12 financial year from which R5.5 billion or 84.2 per cent has been spent. This resulted in an under expenditure of R1 billion or 15.8 per cent. The reported reasons for the under expenditure are as follows:

· The final transfer for the Education Infrastructure Grant to the Eastern Cape Province in respect of the construction, rehabilitation, renovation, upgrading and maintenance of school infrastructure was withheld due to slow spending. The province experienced challenges in relation to the lack of capacity to deliver the programme. 

· The School Infrastructure Backlog Indirect Grant for the eradication of inappropriate schools and provision of basic services spending was lower than projected due to capacity challenges among implementing agents and contractors. This had an impact on the implementation of approved projects.

· There was under expenditure on the Systemic Evaluation project due to the shifting of the Annual National Assessment (ANA) from February 2012 to September 2012.

· The National Education Evaluation and Development Unit (NEEDU) evaluators were appointed during the latter part of the financial year. The delays in the appointment resulted in under-expenditure on compensation of employees for the project.

The Committee raised concerns regarding one of the reasons for under spending provided by the department which was the late submission of invoices by the service providers. Clarity was sought on at what stage the Department realised that there were challenges regarding the payment of the invoices and whether the officials responsible were held accountable. The Committee noted with concern that the reported under expenditure in some areas of the Department was due to poor or lack of planning such as the late or non-delivery of textbooks to schools. 

The Committee made reference to the Transfers of Subsidies economic classification item and clarity was sought on whether there were mechanisms in place to effectively monitor the effective and efficient expenditure of grants by provinces. Concern was expressed at the reported under expenditure of R1.2 billion by the Department and clarity was sought on how this impacted on the scholars who were supposed to be assisted. 

The Committee made reference to the poor performance of the Dinaledi Schools conditional grant and concerns were expressed in that regard, especially as it related to the Limpopo Province.

3.7
Department of Social Development (Vote 19)

For the 2011/12 financial year, the Department of Social Development (the Department) was allocated an adjusted amount of R104.2 billion and had spent 
R103.1 billion or 98.9 per cent. The Department therefore reported an under expenditure of R1.1 billion or 1.1 per cent. However, it is important to indicate that this Department normally receives the biggest portion of the country’s budget and therefore slight deviations in expenditure versus the budget are significant. The biggest portion of the Department’s budget (R103.7 billion or 98 per cent) comprised of transfers and subsidies to the South African Social Security Agency (SASSA).

3.7.1
Expenditure per Economic Classification

The Department’s budget is comprised of five programmes: Administration; Social Assistance; Social Security Policy and Administration; Welfare Service Policy Development and Implementation Support; and Social Policy and Integrated Service Delivery. The programmes which showed significant under expenditure are discussed hereunder.

In respect of Compensation of Employees, the Department was allocated an amount of R276.6 million and has spent R273.5 million or 98.8 per cent. The reasons for this are as follows:

· Non-filling of vacant posts;

· The appointments of contractors as opposed to permanent employees which yielded savings on compensation of employees.

With regard to the allocation for Goods and Services of R257.7 million, an amount of R249.8 million or 96.9 per cent had been spent. This was due to the following:

· Invoices not submitted on time from service providers after upgrading the boardroom of the Department; and

· Invoices from the State and Information Technology Authority (SITA) and other service providers were also not received on time.

With reference to Transfers and Subsidies an amount of R103.7 billion was allocated during the period under review from which R102.5 billion or 98.9 per cent had been spent. It is important to note that the Transfers and Subsidies budget of the Department constitutes 98 per cent of the overall budget of the Department. The reported under expenditure was due to the following issues:

· Transfer payments for Disability Grants were not 100 per cent transferred;

· Transfer payments for Foster Care Grants were not 100 per cent transferred;

· Transfers payments for Child Support Grants were not 100 per cent transferred;

· Transfer payments for Social Relief Assistance were not 100 per cent transferred; and

· Transfer payments to Non Governmental Organisation (Love life) could not take place due to non compliance with the minimum standard.

The Payments for Capital Assets (CAPEX) economic classification item was allocated an amount of R18.5 million of which R17.5 million or 94.5 per cent had been spent. This CAPEX item is where a significant level of under expenditure (5.5 per cent) had been reported. This under expenditure was due to the non completion of projects including the procurement of computer equipment and other computer software. 

The Committee made reference to the reported saving that was made by the Department due to investigations and interventions on fraud that were yielding the desired results. Clarity was sought on whether there were mechanisms in place to clean up the system and make sure that all the beneficiaries of the social grants did in fact qualify for the grants. 

The Committee expressed concern at the usage of contractors by the Department and clarity was sought on whether the shortage of social workers in the department has been addressed. Of concern to the Committee was the amount of funding that was spent on court cases and service providers. 

3.8
Department of Public Works (Vote 7)

The Department of Public Works (the Department) received an adjusted budget allocation of R7.8 billion for the 2011/12 financial year. At the end of the fourth quarter, the Department recorded a total expenditure of R7.0 billion or 90.1 per cent resulting in an under expenditure of R768 million or 9.8 per cent.

3.8.1
Expenditure per programme

The Department’s budget is comprised of five programmes: Administration; Immovable Asset Management; Expanded Public Works Programme; Property and Construction Industry Policy Regulations; and Auxiliary and Associated Services. This slow spending occurred as a result of the lack of spending on a number of programmes which are discussed in the following section.

Administration: As at the end of the fourth quarter, the total expenditure for Programme 1 amounted to R837.1 million against the adjusted appropriated budget of R777.5 million. This amounted to an over expenditure of R59.6 million or 7.7 per cent. However, after taking virements into account in the programme amounting to R41.6 million, the total over expenditure recorded stood at 2.2 per cent.The Committee expressed concern regarding the overspending on Compensation of Employees and sought clarity on the reasons for this spending which was not budgeted for. The Department indicated that the reported over expenditure in this programme was mainly due to funding provision made for improved conditions of service for departmental staff which was not adequately budgeted for as well as appointments that were made for Property Management Trading Entity and the Compliance Assets and Quotation Unit in response to Auditor-General’s findings on shortage of skills in the Department.
Expanded Public Works Programme (EPWP): Programme 3 was allocated an adjusted budget of R1.5 billion of which R1.1 billion or 73.8 per cent had been spent which resulted in recorded under expenditure of 26.2 per cent. However, after taking virements amounting to R54.7 million from the programme, the total under expenditure was reduced to 23.5 per cent. The main reason for the under expenditure was the lower than anticipated payments for infrastructure incentives to provinces and municipalities. The reasons for the low draw down on the incentive grant were reported as follows:

· Poor or under reporting on Expanded Public Work Programme (EPWP) work opportunities created on projects. The amount of incentive paid to Public bodies is dependent on reporting by Public bodies;
· The low labour-intensity of projects being implemented by Public bodies; and
· Poor technical capacity at Public bodies to design and implement projects intended for labour-intensive jobs.
The reported measures to improve the above patterns of poor performance and low rates of expenditure were as follows:

· EPWP unit officials and Data Capturers were helping Public bodies collect EPWP information for reporting.
· Municipal officials were being trained in labour-intensive methods of construction. Over 1,000 officials had been trained in this regard in the 11/12 financial year.
· Public body officials were being trained on reporting, so that they could have improved capacity to report.
· EPWP incentive grant has been revised from a schedule 8 grant to a schedule 5 and 6 grant for Provincial Departments and Municipalities respectively. 
40 per cent of the incentive was being transferred upfront which enabled better planning by Public bodies.
In terms of economic classification, Transfers and Subsidies were allocated an amount of R4 billion of which R3.6 billion or 91.1 per cent had been spent at the end of the period under review. The under expenditure was due to the following:

· Lack of spending on the Energy Efficient programme in government buildings projects (78 per cent);

· Lack of spending on Expanded Public Works Programme Incentive Grant (EPWP) for local government in the infrastructure sector (54 per cent); and

· Lack of spending on Expanded Public Works Programme Incentive Grant (EPWP) for provinces in the infrastructure sector (88.3 per cent).

Payments for Capital Assets was allocated an amount of R1.5 billion for the 2011/12 financial year. At the end of the period under review, the Department had only spent R1.0 billion or 71.9 per cent resulting in an under expenditure of R768.3 million or 9.8 per cent. This under expenditure was attributed to the following:

· The lack of implementation of infrastructure projects due to a lack of expertise (technical expertise);

· Failure by some provinces and municipalities to meet quarterly performance targets and inability to design labour intensive programmes;

· Slow spending on Common Wealth War Graves project.

The Committee wanted clarity on why the department was not going out to tender for leases of buildings but instead it negotiated leases on behalf of other departments. The Committee raised serious concerns at the delays in the finalization of the asset register. 

Concerns were also raised on the recurring under expenditure on the Expanded Public Works Programme (EPWP) and whether the department was assisting the municipalities in ensuring that the allocation in that regard was spent. The issue of the Inner City Regeneration project was discussed and the Committee requested more information on the progress of the project. The Committee also expressed its concerns regarding the poor or lack of payment to local authorities for services to the Department.  

3.9
Department of Communications (Vote 27)

The Department of Communications (the Department) was allocated an adjusted amount of R2 billion for the 2011/12 financial year. At the end of the fourth quarter the Department had only spent R1.7 billion or 89.4 per cent. Therefore, the department reported under expenditure of R211 million or 10.5 per cent. The Department’s budget is comprised of six programmes, namely administration, Information Communication Technology International Affairs and Trade, Information Communication Technology Policy Development, Information Communication Technology Enterprise Development, Information Communication Technology Infrastructure Development and Presidential National Commission. 
The Committee noted that the Department was initially invited to give a full briefing on its expenditure trends on 22 August 2012 but postponed the said meeting at the request of the Director-General: Communications (DG). The reason for the request to postpone was in order to allow the Department to discuss the expenditure of transferred funds with its entities. Thereafter the Department requested to brief the Committee on 4 September 2012. The Department again requested that the meeting be postponed for the same reasons to which the Committee unanimously disagreed. The Committee received an apology from the DG for the scheduled meeting on 4 September 2012. The Department was subsequently informed that the DG needed to attend the meeting; therefore the meeting did not take place.  

Serious concerns were expressed by the Committee at the refusal of the DG to attend its meeting.

4.
Summary of Findings

After deliberations with the above departments, the Standing Committee on Appropriations made the following findings:

4.1
Overall, national departments have reported a total under expenditure of 
R11.4 billion as at the end of the 2011/12 financial year. The pattern of under expenditure has been deteriorating since the 2009/10 financial year. In particular, reported under expenditure was R6.3 billion in 2009/10, R9.5 billion in 2010/11 and R11.4 billion in 2011/12.The major contributing departments to the reported under expenditure include National Treasury, Cooperative Governance, Basic Education, Social Development, Police, Water Affairs and Public Works. The gap between the budget allocation and spending performance seems to be widening.

4.2
The National Treasury recorded a R1.8 billion under expenditure out of budgeted allocation of R2 billion for the Employment Creation Facilitation Fund. This is cause for concern given the fact that job creation is a strategic priority of government. The planning of priority programmes should encompass credible funding estimates for the effective and timeous utilisation of allocated resources.

4.3
National Treasury has reported to have 122 vacant positions. The problem of vacant posts permeates broadly the national sphere of government and negatively affects the effective delivery of government services. National departments continue to cite the lack of capacity as a major reason for the non-delivery of some of their core services.
4.4
The Department of Women, Children and People with Disabilities had recurring over expenditure on Compensation of Employees, travelling, catering and advertisements. The reported over expenditure on the above items was largely located under Programme 1: Administration.

4.5
The South African Police Service recorded an under expenditure of 
R617 million. Over expenditure on certain programmes includes R133.5 million or 172.4 per cent spent against R77.4 million on Civil claims against the State and R651.4 million or 4343.3 per cent against R14.9 million which was allocated for Integrated Justice System Programme (IJS) which is a cause for concern.

4.6
There were allegations that some members of the South African Police Service (SAPS) were benefiting from contracts for the construction of police stations. The matter is currently under investigation.

4.7
There was recurring under expenditure recorded by the Department of Water Affairs in relation to Nandoni, Inyaka, De Hoop and Hluhluwe water projects which is a cause for concern.

4.8
Client departments alleged that there were persistent delays in the submission of invoices by the Department of Public Works (DPW) for office accommodations and capital projects.

4.9
There is recurring under expenditure on the Expanded Public Works Incentive Grant and there are concerns on whether the Department is able to support provinces and municipalities in implementing the EPWP programme as well as the effective rollout of the Energy Efficiency project.

4.10
The Director-General: Communications failed to appear before the Committee despite being invited on two occasions to brief it on the Departments’ expenditure as at the end of the fourth quarter of the 2011/12 financial year.  

5.
Recommendations

In light of the findings set out in section 4 above, the Standing Committee on Appropriations recommends as follows:

5.1
That national departments ensure that there are credible plans in place and that systems of expenditure monitoring are improved upon so as to address the overall levels of under expenditure in the 2012/13 financial year.
5.2
That the Department of Public Service Administration (DPSA) ensures that all departments fill the funded vacant posts. That the DPSA submits quarterly progress reports to the Committee in this regard. 

5.3
That the Minister of Women, Children and People with Disabilities ensures that the Department develops and implements a comprehensive plan addressing its over expenditure on Compensation of Employees and travelling, particularly under Programme 1 (Administration).

5.4
That the Minister of Police ensures that the South African Police Service expedites the investigation on the allegations that there were officials benefiting from contracts for the construction of police stations.

5.5
That the Minister of Police ensures that civil claims against the State and Integrated Criminal Justice programme be properly managed so as to prevent future litigations.

5.6
That the Minister of Public Works ensures that the Department submits invoices on time to client departments in respect of accommodation and capital projects.

5.7
That the Minister of Public Works ensures that the Expanded Public Works Programme Incentive Grant and Energy Efficient projects are successfully implemented and that support is given to other implementing agencies so as to ensure proper spending patterns.

5.8
That the Minister of Water Affairs ensures that water capital projects that include the Nandoni, Inyaka, De Hoop and Hluhluwe projects are expedited and finalised so as to utilise budgetary provisions for this purpose efficiently and ensure service delivery.

6.
Conclusion

The requested reports by the Standing Committee on Appropriations as per section 5 above should be submitted to the National Assembly within 60 days after the adoption of this Report by the House.

Report to be considered.

3. REPORT OF THE COMMITTEE ON THE AUDITOR–GENERAL ON OVERSIGHT VISITS TO AUDIT-CHALLENGED MUNICIPALITIES IN NORTH WEST PROVINCE AND KWAZULU-NATAL, DATED 21 SEPTEMBER 2012 

The Committee on the Auditor–General, having undertaken oversight visits to audit challenged municipalities in North West Province and KwaZulu-Natal from 16 – 20 April 2012, reports as follows:

1. Introduction

The Committee on the Auditor–General (the Committee) agreed in their Business Plan, to accompany the Auditor-General in visiting audit challenged municipalities in the country. The visits would expose Members in grasping the challenges faced by those municipalities and also see how the Auditor-General assist them. Most of these municipalities owed audit fees to the Auditor-General and are, in many cases, unable to pay, thereby compromising the Auditor-General and duties performed by the Auditor-General. Section 2 of the Public Audit Act, 2004, mandates the Committee on the Auditor – General “to assist … the Auditor – General in order to ensure …the effectiveness of the Auditor – General”. In order to contribute to this object of the Act, and also support the “ Clean Audit 2014 “ campaign, the Committee accompanied the Auditor – General in visiting some of the municipalities with negative audit opinions challenges, in North West Province. 

The Committee joined the roadshows of the Auditor-General (AG) from 16 to 18 April 2012 on audit outcomes for 2010/11 of the following municipalities in the North West Province: Tlokwe Local municipality, Matlosane District Municipality, Dr Kenneth Kaunda District Municipality, Rustenburg Local Municipality, Madibeng Local Municipality and Ventersdorp Local Municipality.  The North West Local Government comprises 24 municipalities and three municipal entities and all these municipalities have established Municipal Public Accounts Committees (MPACs).  The Committee also joined the roadshow of the AG to eThekwini Metro Municipality.

The provisions of the establishment and the mandate of the Committee are outlined in the Public Audit Act 25 of 2004 (PAA).  Section 10(3) of the PAA prescribes that the National Assembly (NA) must provide for a mechanism to maintain oversight over the AG in terms of section 55(2)(b)(ii) of the Constitution.  Section 2(c)(i) and (ii) provide that the Committee must assist the AG in order to ensure the independence, impartiality, dignity and effectiveness of the AG; and to advise the NA.  Therefore, the Committee assists the AG to improve the effectiveness of the public audit service.  The AG, accompanied by the Committee, visited the above municipalities in North West and the eThekwini Metro Municipality to ensure adequate implementation of systems of financial management, governance, supply chain management, and human resource capacity.  The dashboard report of the AG indicates (that these are) the drivers of internal control to achieve clean administration.

2. Delegation

The Committee Delegation consisted of: Adv T M Masutha (ANC) – Chairperson and leader of Delegation;Ms S R Tsebe (ANC); Ms D N Nxumalo (ANC); Ms S Shope-Sithole (ANC); Mr N Singh (IFP) and Mr J H Steenhuisen (DA).

The delegation was accompanied by the following Parliamentary officials: Mr. J Ramrock (Committee Secretary); Mr. M Hlekiso (Committee Researcher), and Mr. S Mthonjeni (Committee Assistant).

3. Findings of the Committee

3.1 Office of the Auditor-General: North West Province

3.1.1 Summary of Findings

Officials of the Auditor-General of South Africa (AGSA) assigned to the North West Province provided the Delegation with the following synopsis on the latest audit outcomes pertaining to municipalities in the province:

North West Province has twenty eight (28) municipalities of which only nine (9) could be reported on and of the nine only two (2) submitted financial statements. The trend of not submitting financial reports by the municipalities remains very high in the province. Sixty five (65) percent gave information that was not useful, not reliant. The large number of the Municipalities used consultants, which have assisted some from receiving disclaimer outcomes, to qualified outcomes. 

The implementation of the Generally Recognised Accounting Practice (GRAP) standards has also proven to be a challenge to the municipalities. In most cases there seem to be a misunderstanding of the standards. In terms of GRAP an entity shall present a comparison of the budget amounts for which it is held publicly accountable and actual amounts, either as a separate additional financial statements or as additional budget columns in the financial statements currently presented in accordance with SA Standards of GRAP. The standard goes further in prescribing the nature and extent of this disclosure. As this disclosure will form part of the financial statements, it will be subject to audit.

Most of the staff in the municipalities tends to be ill-disciplined. Reports of open sabotaging by some officials in not giving correct and accurate information has compounded the situation.

The lack of leadership remained a challenge as well. There were no consequences if irregular expenditure was incurred. Some fourteen (14) percent of staff in the previous financial year was involved with tender/ doing business with council, that figure has increased to over sixty four (64) percent for the current financial year.

Not one municipality in the province has effective controls in place. 

As reported by the Auditor-General when he addressed the Committee in Parliament early this year, the audit outcomes have generally stagnated. He noted that the North West Province had more than ninety two (92%) percent of auditees receiving financially qualified/ adverse/ disclaimer audit outcomes. A three year analysis of audit outcomes showed that departments and public entities in the province have regressed compared to the 2008-09 financial years.

In support of an ultimate audit outcome of unqualified audit opinions with no findings on predetermined objectives or compliance with laws and regulations, the AGSA’s leadership in the provinces embarked on an intensified programme to enhance its visibility with the objective of improving the effectiveness of the audit process and engaging with all role players that could influence clean administration. To this end, the audit teams paid regular visits during the audits and meetings were held with those charged with governance on a quarterly basis, highlighting deficiencies in controls intended to address findings raised in the previous year’s audit and management reports.

To further support the improvement of clean administration and reporting on predetermined objectives by all auditees, the AGSA will continue with the following initiatives:

· To discuss key controls to be required for credible reporting on predetermined objectives during the key control visits with the heads of auditees and the executive.

· Raising awareness among auditees of the correlation between predetermined objectives and effective and efficient service delivery.

· Raising awareness among audit committees of the role they can play in relation to predetermined objectives ‘reporting.

· Discussion of key audit findings relevant to predetermined objectives and highlighting of areas for improvement during meetings and workshops held by auditees and the National Treasury with regard to strategic planning , monitoring and evaluation.

· The AGSA leadership will continue to enhance its visibility and provide proactive insights into the root causes on the status of internal controls.

3.2 Tlokwe Local Municipality (Potchefstroom)

3.2.1 Summary of Findings

The audit outcomes for the Tlokwe City Council have remained unchanged as qualified for the last two (2) financial years after receiving a disclaimer of audit opinion in the 2008-09 financial years.

Some of the findings by the Auditor-General on the predetermined objectives were the following:

· Measures taken to improve performance were not explained in the report on predetermined objectives. Adequate explanations of measures taken to improve performance were not provided in the performance report, as required in terms of section 46(1)(c) of the Municipal Systems Act (MSA) of South Africa, 2000 (Act No. 32 of 2000) (MSA). In total eighty six (86) percent of the reported targets where improvement was required were not explained.  

Section 46(1)(c) of MSA requires that a municipality must prepare for each financial year an annual report consisting of a performance report reflecting the municipality’s performance and any service provider’s performance during that financial year.  

· Reported objectives/indicators/targets were not consistent when compared with the planned objectives/indicators/targets.

· Reported performance against predetermined objectives, indicators and targets is not consistent with the approved Integrated Development Plan (IDP). 

· A clear and logical link does not exist between reported development objectives, indicators and targets.

· Planned and reported indicators were not well defined. For the selected objectives (Basic service delivery, Social priorities and Economic priorities) twenty five (25) percent of the planned and reported indicators were not clear, with an unambiguous definition to allow for data to be collected consistently.

· Planned and reported indicators were not verifiable.

· Planned and reported indicators were not verifiable with the selected objectives of basic service delivery such as social priorities and economic priorities as the auditor could not validate the processes and systems that produce the indicator.

· Measures taken to improve performance were not supported by adequate and reliable corroborating evidence.

· The validity, accuracy and completeness of reported performance against targets could not be confirmed as no supporting source information was provided. For the selected objectives (Basic service delivery, Social priorities and Economic priorities), the validity, accuracy and completeness of hundred (100) percent of the reported targets could not be established as sufficient appropriate audit evidence and relevant source documentation could not be provided.   

Supply Chain Management

Irregular expenditure: Seventy four (74) million Rand (100%) of irregular expenditure was incurred in the period as a result of the contravention of SCM legislation. Fifty six (56) percent of the irregular expenditure was identified during the audit process.

Human Resources Management

Consultants were used to compile the financial statements due to the lack of skills in the finance section. 

The performance reporting unit was understaffed with a Performance Measured Systems (PMS) manager only recently appointed, those vacancies and the lack of skills within the finance and performance reporting departments were critical for the municipality to address the audit findings.

Information Technology Environment

The general control environment had shortcomings relating to security management, user access controls, IT service continuity and drafting and implementing of policies.

Financial Sustainability

Electricity and distribution losses: Distribution losses amounting to twenty point four million Rand (R20.4 m) was incurred on electricity compared to two hundred and fifty eight million Rand (R258m) purchased from Eskom. The reasons for these losses were electricity theft and tampering and faulty meters.

Distribution losses amounting to nine million Rand (R9m) was incurred on water compared to seventy million Rand (R70m) purchased. The reasons for these losses were aging infrastructure, burst pipes and faulty meters.  

Unauthorised expenditure: Unauthorised expenditure of twenty two million Rand (R22m) was incurred due to overspending of the budget on employee cost, grants and subsidies paid, impairment losses and depreciation.

Fruitless and wasteful expenditure: Fruitless and wasteful expenditure of three hundred and fourteen thousand Rand (R314, 000) was incurred, mainly due to interest paid on late payment of amounts due. 

The ratio of employee cost to total expenditure: Employee cost amounted to thirty one (31) percent of total expenditure.

Cost paid to consultants: The total cost paid to consultants for compiling financial statements amounted to three point four million Rand (R3.4m) clean audit opinion.

Governance Structures

Proper governance structures were not in place and not functioning effectively as ongoing monitoring and supervision by internal audit was not undertaken to enable an assessment of the effectiveness of internal control over financial and performance reporting. No audit committee was in place during the year. (The municipality has since appointed an audit committee and their effectiveness would be evaluated during the next audit).

3.2.2
Challenges

The Auditor-General suggested that leadership and management of the municipality focused on the following for the coming financial year: 

· Monitoring the process of ensuring a complete asset register, unbundling of assets, valuation of assets and assessing the useful lives and residual value of assets.

· Addressing audit findings on compliance issues, especially on SCM. This should include the training of SCM officials, updating the SCM policy, investigating all irregular expenditure and instituting disciplinary actions against officials responsible for irregular expenditure.

· Improving the debtors’ collections rate and reducing water and electricity distribution losses.

· Monitoring the effectiveness of the audit committee.

3.2.3
Commitments as agreed with Mayor

The following were commitments that the Mayor of the municipality agreed to with the Auditor-General:

· To take disciplinary steps against officials that does not perform their responsibilities as set out in their performance agreements and job descriptions.

· To implement a monthly compliance checklist to ensure that all the prescribed legislations are adhered to.

· To ensure that the financial statements are appropriately reviewed prior to submission to the Auditor-General thereby ensuring credible financial statements.

· To fill vacancies with competent staff.

· To establish and communicate the municipal specific policies and procedures for financial issues, especially SCM.

· Disciplinary steps should be taken against officials not complying with these policies.

· To compile an action plan for inclusion in the annual report, and to ensure that the action plan forms part of the performance agreements of officials.

· To ensure that officials report monthly on the measures listed in the action plan.

· To report monthly on the implementation of controls over financial IT systems.

· To perform a risk assessment that is relevant to reporting on performance information, compliance and financial information.

· To implement a risk management strategy to address these risks.

· To table, consider and implement recommendations from the internal auditors.

· To liaise on a frequent basis with members of the audit committee.

· To table, consider and implement recommendations of the audit committee.

3.2.4
Dashboard Report

The officials from the Auditor-General informed the Delegation that Tlokwe municipality was not among the municipalities in the province where officials were doing business with the council. 

The Dashboard Report (covering drivers of internal control) indicated in the assessment that the municipality made progress in certain categories but in most required intervention by the leadership, in particular regarding governance.

3.2.5
Response by Mayor

The Mayor, assisted by his officials, agreed that the municipality had serious challenges, but pointed out that it was difficult to attract skilled people to fill important vacant positions due to the low salaries afforded by the municipality.

There were strategic vacant positions like a risk manager, HR manager and IT manager that the municipality experienced difficulty in filling. 

The Chief Financial Officer (CFO) explained the difficulty the municipality had with the implementation of GRAP and the need therefore to appoint consultants to assist. 

The Municipal Manager informed the Delegation that the Audit Committee (AC) was operational and that an Action Plan had been compiled and submitted to the AC.

The municipality was also reviewing its Supply Chain Management policy and have an asset register in place. 

Declaration forms were submitted to all staff and were kept in the office of the Speaker. 

The municipality was also being assisted by the University of North West in the general assessment of all staff. 

4.
Conclusion

The Chairperson expressed the Committee’s empathy with the municipality in particular regarding service delivery protest. He pointed out that protesters were not concerned with which arm of government was responsible for their plight all they wanted was that they be provided with service. Municipalities, being in the front line, therefore experienced the brunt of those protests. He concluded by assuring the municipality that: “We are in this together”.

5. Dr Kenneth Kaunda District municipality (Orkney)

5.1 Summary of Findings

The Auditor-General (AG) reported that the audit outcomes for the Dr. Kenneth Kaunda District Municipality have remained unchanged as qualified opinion for the last three (3) financial years. During 2008/9, several balances were qualified, including matters pertaining to Property, Plant and Equipment, Payables, Expenditure, Employee Cost and Irregular Expenditure.

Most of the matters raised during 2008/9 were resolved in the audit report for the 2009/10 financial year except for the completeness of Irregular Expenditure. 

The internal accounting system could not verify that all irregular expenditure was accounted for.

During 2010/11 financial year, the comparative amount relating to irregular expenditure was qualified due to the fact that all the contracts were not investigated in order to ensure that irregular expenditure relating to the prior period was disclosed.

There was a significant decrease of qualification areas and the AG anticipates that a positive audit outcome, relating to the above qualification would also be resolved during the forthcoming audit.

Predetermined Objectives (PDO)

The following findings on predetermined objectives (PDO) were raised with the municipality:

· Targets not reached in the annual performance report, does not reflect the measures implemented to improve performance;

· The reported objectives, indicators and targets were not consistent with the approved annual performance plan;

· Planned and reported targets were not measurable and were not well defined, therefore it was not possible to verify the reported indicators;

· The reported performance compared to the indicators, was not accurate and complete when compared to the source documents.

Supply Chain Management

Irregular expenditure: The municipality had a history of irregular expenditure. Irregular expenditure amounting to over twenty seven million Rand (R27m) was occurred during the 2010/11 financial period and another thirty three million Rand (R33m) during the previous year. This was due to directors and principals of entities trading with the municipality, whom failed to declare that they were in service of the state. Furthermore, awards were made to suppliers without applying the preference points system as required by the Preferential Procurement Policy Framework Act.

Human Resources Management

The municipal manager was suspended during the previous financial period and subsequently dismissed. The acting municipal manager did not sign an employment contract and annual performance agreement.

Information Technology Environment

The following were IT challenges:

· The lack of an approved and standardised configuration increased the risk of systems being insecurely configured and makes the accounting system vulnerable.

· The current firewall was ineffective in preventing unauthorised access to the application systems and network components.

· Security patches addressed important security issues in between service packs.

· The aforementioned security parches were however not installed, which leaves the systems vulnerable to be exploited and to gain unauthorised access.

· Antivirus software was out-dated. There was a risk that a virus may impact the system performance and availability.

· There was not a sound and formally approved security policy in place therefore, users do not have any rules and procedures to follow in order to minimise the risk of errors, fraud and the loss of data confidentiality, integrity and availability.

Financial Sustainability  

Electricity and distribution losses: The distribution of water and electricity functionality rests with the local municipality and not on district level.

Debt impairment and debts written off: The district municipality does not have service debtors.
Unauthorised expenditure: No Unauthorised expenditure was disclosed or reported.

Cost paid to consultants: The district municipality has internal capacity to compile the financial statements.
Outstanding audit fees: The district municipality does not have outstanding audit fees.

The ratio of employee cost to total expenditure: Employee cost amounting to over forty nine million Rand (R49 million), represents thirty four (34) percent of total expenditure. 
Governance Structures

The internal audit functions were not directed by an approved risk strategy, thus the accounting officer did not ensure that a risk assessment was performed. The governance structure was not sufficient to address repeated findings relating to pre-determined objective and compliance with laws and regulations. The Municipal Public Accounts Committee (MPAC) was appointed and dealt with the annual report for 2011.

Challenges

Challenges that leadership and management should focus on for the coming financial year includes:

· Appointment of a Municipal Manager and the filling of key management positions.

· Implementation of a risk management strategy.

· Addressing audit findings on compliance issues, especially on SCM. The aforementioned should include the record management of the SCM division, investigation of all irregular expenditure and instituting of disciplinary actions against officials responsible for irregular expenditure.

· Implementation of controls to adhere to the relevant laws and regulations.

5.1.1
Commitments as agreed to with Mayor

The following were commitments that were agreed to with the Mayor:

· To reduce the number of key management vacancies.

· To fill vacancies with competent staff.

· To investigate all irregular expenditure

5.1.2
Dashboard Report

The Dashboard Report, the AG officials noted, indicated improvement in certain areas, for example the municipality designed and implemented formal controls over IT systems thereby ensuring the reliability of the systems and the availability, accuracy and protection of information. 

The municipality also established the MPAC and the Internal Audit Committee which will assist with identifying internal control deficiencies and recommend corrective action effectively. But the municipality regressed in other areas. 

The Council failed in exercising oversight responsibility regarding financial and performance reporting and compliance and related internal controls. 

The Municipality failed to implement appropriate risk management activities to ensure that regular risk assessments are conducted and that a risk strategy to address the risks was developed and monitored.

5.1.3
Response by Mayor

The Mayor, in response, mentioned that small improvements had been made by the municipality, in spite of all the challenges it was confronted with. 

The municipality received disclaimers previously but has turned that around to unqualified audit opinions at present. 

Some of the issues raised by the AG, the Mayor contended, had been cleared. The municipality was experiencing difficulty in filling the vacant MM position, and has, as a result, someone acting in that capacity. 

The same applied to the HR Manager position and the CFO position. Most directors of departments are also in acting positions. Plans were at an advance stage to try and fill all those critical vacant positions. 

The MPAC have been tasked to investigate irregular expenditure and to recommend action. Some staff members implicated in irregular spending has been dismissed and councillors have been requested to sign the Declaration Register.

Most of the officials doing business with the municipality were from outside the municipality and province. Programmes to capacitate councillors including training courses have been put in place.  

The Chairperson of the MPAC spoke about the support the committee receives from the Speaker and the Mayor which contribute in making their tasks easier.

6. Conclusion 

The Delegation commended the municipality on the progress they have made in meeting the challenges faced by the municipality.

7. City of Matlosana District municipality (Klerksdorp)

7.1 Summary of Findings

The audit outcomes for the City of Matlosana have remained unchanged as disclaimed for the last three (3) financial years.

Findings on Predetermined Objectives

The only finding on PDO was that the integrated development plan (IDP) did not include key performance indicators and performance targets. The IDP, however, did contain these targets and indicators on which the annual performance plan was based upon.

Section 46(1)(c) of MSA requires that a municipality must prepare for each financial year an annual report consisting of a performance report reflecting the municipality’s performance and any service provider’s performance during that financial year.  

Supply Chain Management

Irregular expenditure: The amount of R54 million was spent as an irregular expenditure in 2011 and R7.9 million of irregular expenditure was incurred in 2010 contravening SCM legislation.  All these irregular expenditures were not disclosed in the financial statements.  They were identified by auditors during the audit period.  

The incomplete identification of SCM irregular expenditure was as a result of incorrect interpretation of SCM legislation, lack of understanding of the definition of irregular expenditure and a lack of understanding the SCM policy.

Limitations on audit: Sufficient and appropriate audit evidence could not be provided for 41 contracts of the 46 selected contract samples awarded to the value of R133.5 million in 2011 and the value of R105.4 million in 2010.  These contracts were not awarded in accordance with the requirements of the SCM legislation.

Section 112 of the MFMA regulates that the supply chain management policy to comply with prescribed framework of a municipality must be fair, equable, transparent, competitive and cost-effective.  The range of supply chain management processes that municipalities and municipal entities may use includes tenders, quotations, auctions and other types of competitive bidding.

Persons in the service of auditee: The value of R5.6 million was awarded to persons in the service of the Matlosana Municipality as members.  The conflict of interest was not declared as required by the MFMA.

Persons in the service of other state institutions: The contracts of the value of R725 thousand were awarded to persons in the service of other state institutions as members.  

Performance of other remunerative work by employees:  Twenty four (24) employees of the municipality were identified as having a business interest in suppliers of the municipality that received awards of at least over six hundred and eighty one thousand Rand (R681 000). None of these employees had approval to perform remunerative work outside their employment.

Contracts, contract management and payments: Goods and services were supplied by the provider and payment made to the provider without a written signed contract.

The performance of contractors was not monitored on a monthly basis.

Human Resources Management

The municipal manager was suspended from August 2010 and dismissed in June 2011. A new municipal manager was appointed during February 2012. The CFO position was vacant for current and corresponding financial year. The finance section had a twenty seven (2) percent vacancy rate as only one hundred and eighty three (183) of the two hundred and fifty two (252) positions were filled. 

Consultants were used to compile the financial statements due to the lack of skills in the finance section. The vacancies and the lack of skills within the finance department are regarded as critical as management comments received on audit findings were only forty (40) per cent of the findings and the majority of the comments did not address the issue at hand.

Financial Sustainability

Electricity and distribution losses: Distribution losses amounting to thirty seven million Rand (R37 million) was incurred on electricity compared to two hundred and seventy five million Rand (R275 million) purchased from Eskom. This loss calculates to twelve (12) percent. The reasons for these losses were electricity theft and tampering and faulty meters. Distribution losses amounting to thirty two million Rand (R32 million) was incurred on water compared to one hundred and thirty million Rand (R130 million) purchased from Midvaal Water Company. This loss calculates to twenty five (25) percent. The reasons for these losses were aging infrastructure, burst pipes and faulty meters.

Debt impairment and debt written off: The municipality wrote off bad debt amounting to three hundred and ninety million Rand (R390 million) during the year which represents thirty eight (38) percent of the debtor’s book. Management were unable to proof that any steps were taken to recover any of the bad debts written off. Included in the bad debt written off were accounts amounting to eight hundred thousand Rand (R800 000) that belongs to councillors and officials of the municipality.

Impairment of receivables for the current years amounts to five hundred and thirty million Rand (R530m) which represents eighty two (82) percent the total debtor’s book. This impairment was done notwithstanding the appointment of two companies as debt collection agents. (A councillor has a vested interested in one of these companies). Sufficient and appropriate evidence to support the work done by these agents in collecting debts, for which they received an amount of eight million Rand (R8m) as commission, could not be submitted by the municipality.

Unauthorised expenditure: Unauthorised expenditure amounting to one hundred and fifty four million Rand (R154m) was incurred due to spending in excess of the approved budget. 

Cost paid to consultants: The total cost paid to consultants for compiling financial statements amounted to over six hundred and fifty six thousand Rand (R656 000).

The ratio of employee cost to total expenditure: Employee cost amounted to twenty six (26) percent of total expenditure.

Going concern details: Although there was no going concern problems reported in the audit report, the AG would like to bring to attention the municipality’s deteriorating financial position. The ratio of the municipality’s current assets to current liabilities decreased from two hundred and seventy three (273) percent in 2009 to fifty nine (59) percent in 2010 and to thirty four (34) percent in 2011. Short term deposits decreased with seventy (70) percent from seventy three million Rand (R73 million) to twenty two million Rand (R22 million) in the 2011 financial year. Should these trends continue, the municipality’s going concern position would be at risk.

Governance Structures

In the 2010-11 audit report the AG concluded that the council failed to implement good governance principles within the municipality. However, the municipality has since appointed an audit committee and their effectiveness would be evaluated during the next audit. Of particular concern was the fact that the recommendations made by the oversight committee on the 2009/10 audit report were not implemented. In this regard, the vacant position of CFO was still not filled and investigations on the irregular expenditure of prior years (2009/10 and 2010/11) were not instituted.The MPAC was established and dealt with the annual report for 2011.

Challenges 

Challenges that the municipal leadership and management should focus on for the coming financial year includes:

· Appointment of a CFO and the filling of key management positions.

· Bridging the skills gab in the finance department to enable proper daily and monthly reconciliations on assets, revenue, debtors and creditors.

· Implementing a strategy to prevent future going-concern issues.

· Implementation of a risk management strategy.

· Capacitating the internal audit unit.

· Monitoring the effectiveness of the audit committee.

· Starting a process of ensuring a complete asset register, unbundling of assets, valuation of assets and assessing the useful lives and residual value of assets.

· Addressing audit findings on compliance issues, especially on SCM. This should include the training of SCM officials, updating the SCM policy, investigating all irregular expenditure and instituting disciplinary actions against officials responsible for irregular expenditure.

· Improving the debtors’ collections rate and reducing water and electricity distribution losses.

7.1.1
Commitments as agreed with Mayor

The following were appointments agreed to with the Mayor:

· To establish and implement a code of conduct that governs officials and their behaviour.

· To take disciplinary steps against officials who does not perform their responsibilities as set out in their performance agreements and job descriptions.

· To implement a monthly compliance checklist to ensure that all the prescribed legislations are adhered to.

· To ensure that the financial statements are appropriately reviewed prior to submission to the Auditor-General thereby ensuring credible financial statements.

· To reduce the number of key management vacancies.

· To fill vacancies with competent staff.

· To establish and communicate entity specific policies and procedures for financial issues such as SCM, travel, etc.

· Disciplinary steps would be taken against officials not complying with these policies.

· To compile an action plan and ensure that the action plan forms part of the performance agreements of officials.

· To ensure that officials reports monthly on the measures listed in the action plan.

· To ensure that the financial system was improved to enable the finance section to compile financial statements that is GRAP compliant.

· To ensure that monthly reconciliation are performed for assets, revenue, creditors and debtors.

· To ensure that registers are compiled and updated on a monthly basis for contingencies, leased property, leases, accruals, retentions, conditional grants, investments.

· To report monthly on the implementation of controls over financial IT systems.

· To perform a risk assessment that was relevant to reporting on performance information.

· To implement a risk management strategy to address these risks.

· To report monthly on the implementation of the risk management strategy.

· To inspect, make recommendations to and approve the internal audit plan.

· To follow up monthly on the progress of internal audits in progress.

· To implement recommendations from the internal auditors.

· To attend audit committee meetings.

· To liaise on a frequent basis with members of the audit committee.

· Implement recommendations of audit committee.

· Make recommendations to the audit committee.

7.1.2
Dashboard Report 

The Dashboard Report, indicated in the assessment of the municipality, that it performed poorly during the last financial year and that strong intervention was required. On leadership, the report pointed to absence of effective leadership and the lack of exercising oversight responsibility regarding financial and performance reporting.

The leadership also scored poorly by not implementing effective HR management that would have ensured that adequate and sufficiently skilled resources were in place and that performance was monitored.

The municipality, according to the Dashboard Report, failed to implement proper record keeping in a timely manner to ensure that complete, relevant and accurate information is accessible and available to support financial and performance reporting.

The municipality failed to implement appropriate risk management activities to ensure that regular assessments, including consideration of IT risks and fraud prevention, were conducted and that a risk strategy to address the risks were developed and monitored.  

7.1.3
Response by Mayor

The Mayor, in his response, acknowledged the challenges confronting the municipality, and assured the Delegation that the intention was to turn the situation around. He mentioned that National Treasury had been approached to assist, and a financial adviser was seconded in this regard. The Chairperson of the MPAC noted that the committee agreed to the timeframes proposed by the Auditor-General. He advised that MPAC submitted its annual report 2010/2011 to council and the AG, and that the report responded to all the concerns raised by the AG with clear time-frames. The dependency on consultants by the municipality would, for now, still remain a concern. The identification of municipal assets continues as a challenge with most of the assets not registered with the municipality. 

The CFO position has been vacant for the past three (3) years and the municipality were fortunate to appoint someone in that post recently. The municipality have been functioning without a Municipal Manager (MM) for over two (2) years and also only recently appointed a person to fill the post. Disciplinary action was taken against the previous MM which led to his suspension and eventual dismissal. The municipality has made it compulsory that all senior staff within the finance department attend training and courses. The contract with the consultant has not been renewed. The collecting of revenue remains a challenge for the municipality, but the contract with the debt collecting company has ended and would also not be renewed.

The closing of mines in the area compounded the situation and had devastating consequences for the people and the municipality as a whole and left many destitute as a result. But, in spite of these and other challenges the communities faced, has the payment for service improved from forty (40) percent to seventy (70) percent within the last two (2) years. 

The Mayor conceded that it would be impossible for the municipality to attain clean audit outcome by 2014. The audit outcomes have, unfortunately, always been negative and would continue as such for a number of years still. The municipality was confronted with a legacy problem where previous leadership ignored submitting quarterly financial reports. 

The absence of an asset register was disturbing but the municipality remains determined to correct the situation.

The municipality has a code of conduct in place for councillors with many who owe large amounts to the municipality, ranging from twenty thousand Rand (R20 000) upwards. Some have started repaying but the process was slow and could improve. Most councillors comply with signing the declaration forms but many provide misinformation and were being investigated. The report on the investigation was nearly complete and would be provided to council for consideration and action. Councillors deployed to sit on the Mid-vaal water board would not be remunerated as the new policy on remuneration stipulate that deployed councillors could not be paid. 

The Chairperson of MPAC noted that the previous challenge of leadership had been overcome by the municipality. Document management system has been implemented and the provincial department of Cooperative Governance and Traditional Affairs (CoGTA) was assisting the municipality.

8. Conclusion

The Delegation expressed empathy with the municipality and encouraged the leadership and management to work together and try to turn the situation around. The municipality faced huge challenges but with determination would be able to overcome all of them. The Chairperson reminded the municipal leadership of the role they played in arresting the problems of the inhabitants regarding service delivery and concluded his remarks with what he said at the other municipalities visited by the Committee” We are in this together”.

9. Madibeng Local Municipality

9.1 Summary of Findings

The audit outcome for Madibeng Local Municipality has remained unchanged as a disclaimer.

Predetermined Objectives

The following findings on PDO were raised by the AG to the municipality:

· No actual achievement data were reported in the report on predetermined objectives on sixty seven (67) percent of planned indicators and targets in the ID.

· For the selected objectives, one hundred (100) percent of the planned and reported targets were not specific in clearly identifying the nature and the required level of performance.

· For the selected objectives, one hundred (100) percent of the planned and reported indicators were not clear, as unambiguous data definitions were not available to allow for data to be collected consistently and be easy to understand and use.

· For the selected objectives, valid performance management processes and systems that produce actual performance against the planned indicators did not exist for one hundred (100) percent of the indicators.

· For the selected objectives the validity, accuracy and completeness of one hundred (100) percent of the reported indicators and targets could not be established as sufficient appropriate audit evidence could not be provided.

Supply Chain Management

Limitation of scope: Sufficient appropriate audit evidence could not be provided for all contracts awarded and that all selected quotations accepted were made in accordance with the requirements of the SCM legislation. No reasonable assurance was obtained that the expenditure incurred on these awards was not irregular. Restrictions were also placed on the auditors to assess specific matters. The limitations experienced were as a result of missing documentations and inadequate document management systems and documentation seized by law enforcement agencies. As a result of these limitations, the findings reported in the rest of this section, might not reflect the true extent of irregularities and SCM weakness at the entity.

Awards to persons in service of the state: Contrary to SCM regulation forty four (44) awards totalling over five million Rand (R5m) were made to fourteen (14) suppliers in which the persons in the service of other state institutions had a business or private interest. Sufficient and appropriate audit evidence could not be provided to determine whether these providers declared that he/she was in the service of the state as required by SCM regulation 13 (c).

Human Resources Management

Four (4) key vacant positions were noted at the municipality, namely the Municipal Manager, CFO, Chief Operating Officer and Director of Community Services.

Consultants were used to prepare the annual financial statements and to support the audit team with the submission of information for audit purposes.

Information Technology Environment

The general control environment had significant shortcomings relating to IT governance.

Financial Sustainability

Electricity and distribution losses: Distribution losses on electricity and water was requested but not availed for audit purposes. Through discussions with the prior audit team it was noted that a reasonable estimation would be a fifty (50) percent loss on water distribution.

Debt impairment and debts written off: Debt impairment incurred during the year amounted to five hundred and ninety two million Rand (R592 million), seventy four (74) percent of total debt was provided for at the year end

Incentive scheme to improve debt collection was in place as discount was offered if the outstanding amount was settled in full.

Consumer debtors increased with one hundred and twenty two million Rand (R122 million) from six hundred and seventy seven million Rand (R677 million) to seven hundred and ninety nine million Rand (R799 million) year on year.

Unallocated deposits for the year amount to over six hundred million Rand (R600 million).

Unauthorised expenditure: The unauthorised expenditure was not disclosed as the revised budget was done by an administrator.

Cost paid to consultants: An amount of over one million Rand (R1m) was paid to Ditsibi consultants for the preparations of the Annual Financial Statements with reconciliations, response to queries from the audit team and compiling of an audit action plan.
Outstanding audit fees: Audit fees for the past three years, amounting to over four million Rand (R4 million), was still outstanding. The municipality recently started paying some of the outstanding fees.
The ratio of employee cost to total expenditure: Twenty three point seven (23.7) percent of total expenditure constitutes employee cost. This is within the norm of twenty five (25) percent.
Going concerns: Going concern was not assessed as a concern as the equitable share was approved and payment thereof had already been received during the 2012 financial year.
Governance Structures

In the 2010-11 audit report, the AG have concluded, that the council failed to implement good governance principles within the municipality. However, the municipality has since appointed an audit committee and their effectiveness would be evaluated during the next audit. Investigations on the irregular expenditure of prior years (2009/10 and 2010/11) were not yet instituted.

The MPAC was appointed and dealt with the annual report for 2011. The oversight report on the annual report was adopted by Council on 9 March 2012.

Challenges

Challenges that leadership and management should focus on for the coming financial year include:

· Supply chain management.
· Improving the debtors’ collection rate, identifying, reporting on and reducing water and electricity distribution losses accurately.
· Addressing audit findings on all qualifications items.
· Filling vacant positions and addressing the skills and experience shortage in the municipality, especially in the finance section.
· Document management, resolving the lack of availability of documents for audit purposes.
9.1.2
Commitments as agreed with Mayor

The following commitments were agreed to with the Mayor:

· Audit committee chairperson should meet with the Mayor on monthly basis to discuss the key control document.
· Internal auditor should be involved in assessing effectiveness and adequacy of key control of municipality.
· Monthly reporting on unauthorised, irregular and fruitless and wasteful expenditure and deviations identified to council.
· Monthly financial statements should be accompanied by all supporting schedules and reconciliations and tabled to the audit committee and to the mayor.
· Internal processes needs to be put in place to eliminate and identify findings as per regulation 44 of SCM. Awareness would also be created amongst the municipality’s staff to encourage compliance with the SCM regulation. 
9.1.3
Dashboard Report

The Dashboard Report indicated regression by the municipality regarding certain drivers and therefore the need for intervention was required. Effective leadership based on a culture of honesty, ethical business practices and good governance, protecting and enhancing the best interest of the entity was absent. The municipality leadership failed to establish an IT governance framework that would support and enable the business, delivers value and improves performance.

The municipality also failed to design and implement formal controls over IT systems that would have ensured the reliability of the systems and availability, accuracy and protection of information.

The municipality also scored poorly with governance. It failed to ensure that there was an adequately resourced and functioning internal audit unit that identifies internal control deficiencies and recommends corrective action effectively 

9.1.4
Response by Mayor

The Mayor, assisted by senior management officials, responded by pointing out that the municipality implemented a turn-around strategy in the finance department and that the success of the strategy was being monitored.

Some of the measures highlighted by the AG in his report have already been implemented by council. This would include the implementation of a Performance Management System and the annual review of the IDP document.

The municipality did establish an audit committee but proper engagement with the committee remains a challenge. 

The chairperson of the MPAC remarked that legacy issues has been a problem for the municipality and that progress in finding financial experts to fill vacant positions has not been easy.

The municipality also experienced challenges of rate collecting fees with many community members refusing to pay for service rendered. The interim CFO informed the Delegation that the municipality recently established a commission of enquiry to investigate the Integrated Development Plan (IDP) loan to councillors, made by the previous council. The investigation was ongoing and one councillor has been suspended so far. 

The municipality was busy with the un-bundling of its assets as proposed by the Auditor-General.

The drafting of financial statements by consultants, would continue for now as there was a serious lack of capacity and staff within the finance department.

Water to rural areas, was transported by the usage of containers previously, but this has been changed to meter installation instead, thereby creating much needed revenue. The water pipeline was also going to be change to steel to prevent bursting which happened every second day.

The Mayor expressed concern with the relationship between the council and the provincial CoGTA and advised that high level political intervention was needed to address the problem. 

Council met with the Deputy Minister of CoGTA regarding the commission of enquiry instituted to investigate the IDP loan to councillors and officials. As reported earlier the investigation is on-going.

10.
Conclusion

Members of the Delegation commended the municipality on the positive direction it was going and the commitment shown. The level of transparency and honesty openness by the Mayor and management was appreciated.

Going concerns details

The Mayor mentioned that improvements have been made to the issues raised in the last report of the Auditor–General. This included the establishment of the Internal Audit Committee and providing training for staff members. Assistance has also been sought from the Provincial Co-operative Governance and Traditional Affairs Committee (GoGTA), to second staff. Projects budgeted for have been implemented.

11. Ventersdorp local Municipality

11.1 Summary of Findings

The audit outcome for the Ventersdorp local Municipality has remained unchanged as a disclaimer for the last three (3) financial years.

Findings on Predetermined Objectives 

The following findings on PDO were raised by the AG to the municipality:

· The PDO was not reported using the National Treasury guidelines;

· Targets that were not met in the annual performance report do not reflect measures taken to improve performance;

· The reported objectives, indicators and targets are not consistent with the approved annual performance plan;

· There is no clear and logical link between the objectives, outcomes, outputs, indicators and performance targets;

· Reliability of information: The reported performance did not occur and does not pertain to the entity. The amounts, numbers and other data relating to reported actual performance have not been recorded and reported appropriately. 

· All actual results and events that should have been recorded have not been included in the reported performance information.

· Sufficient appropriate evidence in relation to any of the selected objectives could not be obtained therefore a disclaimer was issued on the PDO.

Supply Chain Management

Irregular expenditure: R5 782 820 of irregular expenditure was incurred in the period as a result of the contravention of SCM legislation. All these irregular expenditure was identified during the audit process. The incomplete identification of SCM irregular expenditure was as a result of incorrect interpretation, lack of understanding of the definition of irregular expenditure and a lack of understanding the SCM policy.

Limitations on audit: Sufficient appropriate audit evidence could not be provided that 3 contracts awarded to the value of R9 670 089 were made in accordance with the requirements of the SCM legislation.

Persons in the service of other state institutions: Awards amounting to R3 500 982 were made to companies with persons in the service of other state institutions as members.

Contracts, contract management and payments: Goods and services were supplied by the provider and payment made to the provider without a written signed contract. 

The performance of contractors was not monitored on a monthly basis.

Human Resources Management

The finance department is functioning without a permanent CFO, and as a result consultants had to be used for the preparation of financial statements. 

Information Technology Environment

At the Ventersdorp Local Municipality the general control environment had shortcomings relating to security management, user access controls, IT service continuity (i.e. the Disaster Recovery Plan) and network review process. The resolving of these issues was one of the leadership’s commitments.

The following findings were raised by the Information System Auditors:

· The Service Level Agreements entered into by the municipality with BCX, True North West Technologies and Vesta Technical Services were inadequate in that there were no clauses which held the service providers accountable for unsatisfactory services rendered;

· Weak password controls;

· Lack of audit trail;

· Lack of periodic reviews of access to the municipality information system;

· Database security related policies are not in place;

· Lack of approved network security policies;

· Lack of an approved User account management policy;

· No formally designed security controls in place;

· An Information Security Officer has not been appointed;

· No formally designed user access controls;

· Inadequate change management controls;

· Non-compliance with controls designed by IT management to adequately mitigate key financial risks;

· Service level agreements inadequately managed;

· Inadequate Service Level agreements were in place.

Financial Sustainability

Electricity and distribution losses: Distribution losses were not calculated, investigated and monitored by the municipality.

Debt impairment and debts written off: Debt impairment incurred during the year amounted to R24 million, 69% of total debt was provided for at the year end.   The municipality, in an effort to improve the debt collections had employed the services of a debt Collector 

(HRES), however there were still contract issues to be sorted out with the service provider.

Unauthorised expenditure: The municipality incurred additional expenditure of R5 783 820 which was not formally authorised by the Council. 93% of the unauthorised expenditure was attributable to implementation of poor budgeting process by the municipality which was a direct impact of lack of skills and competency in the Financial Management unit of the municipality.

Cost paid to consultants: R1 580 929 was paid to Frans Rootman & Associates CC for preparation of financial statements.

Outstanding audit fees: The total outstanding fees as at 31 January 2012 was R7 791 640.51, 99% of the total outstanding was beyond the legislative normal payment terms of 30 days from invoice date

The ratio of employee cost to total expenditure: The ratio of employee cost to total expenditure was within the acceptable norm of 25%.
Going concern details: The municipality inability to the service providers of its basic services   such as Eskom, Botshelo Water etc casts significant doubt about the ability of the municipality to continue as a going concern in the foreseeable future.

Governance Structures

The Governance structure at the municipality needs urgent intervention. The audit committee complied with legislated requirements however more regular interactions with management is recommended and the audit committee should also review the key control process and commitments made by management. Internal audit was not effective at the municipality and as a result findings were raised on financial, audit of performance information and compliance with laws and regulations. Management should ensure that there was an internal audit plan and risk assessment.

The Mayor of Ventersdorp Local Municipality is also holding office as Speaker.  Section 36(5) of the Municipal Structures Act 117 of 1998 regulates that a Councillor may not hold office as a Speaker and Mayor or Executive Mayor at the same time.  However, the Act also provides that with the exception of a municipality with a plenary executive system and a municipality with a plenary executive system combined with a ward participatory system in Category “B” municipalities a Councillor may hold office as Speaker and Mayor or Executive Mayor at the same time.

Challenges 

Challenges that leadership and management should focus on for the coming financial year includes:

· Appointment of a CFO and the filling of key management positions.

· Bridging the skills gap in the finance department to enable proper daily and monthly reconciliations on assets, revenue, debtors and creditors.

· Implementing a strategy to turnaround the going-concern issues.

· Implementation of a risk management strategy.

· Capacitating the internal audit unit.

· Monitoring the effectiveness of the audit committee.

· Starting a process of ensuring a complete asset register, unbundling of assets, valuation of assets and assessing the useful lives and residual value of assets.
· Addressing audit findings on compliance issues, especially on SCM.  This should include the training of SCM officials, updating the SCM policy, investigating all irregular expenditure and instituting disciplinary actions against officials responsible for irregular expenditure.

· Improving the debtors’ collections rate and reducing water and electricity distribution losses.

11.1.2   Commitments as agreed with Mayor

The following were commitments agreed to with the Mayor:

· That the audit committee chairperson should meet with the Mayor and Council at least on quarterly basis to discuss the key control document.

· The audit committee to have the MMC- Finance as a permanent member.

· Audit committee to have a presentation to the new Council about the role of the audit committee as an advisory function of the Council.

· Internal auditor should be involved in assessing effectiveness and adequacy of key control of municipality.

· Monthly reporting on unauthorised, irregular and fruitless and wasteful expenditure and deviations identified to Council.

11.1.3
Dashboard Report

The Dashboard Report indicated that the municipality had serious challenges that required intervention. The assessment pointed to problems in leadership, financial and performance management and in governance. The Report showed that the municipality, among other leadership shortcomings, failed to provide effective leadership based on a culture of honesty, ethical business practices and good governance, protecting and enhancing the best interest of the entity. It failed to exercise oversight responsibility regarding financial and performance reporting and compliance and related internal controls. The municipality failed to implement proper record keeping in a timely manner to ensure that complete relevant and accurate information was accessible and available to support financial and performance reporting. In addition, the municipality did not implement controls over daily and monthly processing and reconciling of transactions.  Nor did it implement appropriate risk management activities to ensure that regular risk assessments, including consideration of IT risks and fraud prevention, were conducted and that a risk strategy to address the risks was developed and monitored. 

The municipality failed to ensure that the audit committee promotes accountability and service delivery through evaluating and monitoring responses to risks and providing oversight over the effectiveness of the internal control environment including financial and performance reporting and compliance with laws and regulations

11.1.4
Response from Mayor

The Mayor, assisted by municipal officials, responded by pointing out that considerate improvements had been made by the municipality, including the following:

· Most of the challenges mentioned in the audit report of the AG had been addressed and implemented. The MPAC has been established and a Performance Management System policy proposal has been submitted to Council for adoption.

· The establishment of an audit committee remains a challenge, but the municipality was working on putting one in place soon.

· The municipality has no CFO at the moment and expect to have the position filled by end July 2012. Political interference by councillors in the appointment of the CFO contributed to the long delay in filling the position. 

· There has been an acting MM for the past 5 years, but the municipality was able to appoint someone on a permanent basis recently.

· The vacant Performance Manager position would also be filled soon.

· The Mayor reminded the Delegation that the municipality came from a past that left it with tremendous challenges that would take decades to correct. The turn-around strategy of the municipality was in place and was being monitored.

· There was credible evidence at hand that some councillors were also involved with electricity theft thereby contributing to the huge revenue loss experienced by the municipality regarding electricity. Those same councillors were also preventing the appointment of the company that would service the paid electricity meters. 

· The company, as a result, has taken the municipality to court for breach of agreement. The case was ongoing. Initial reports indicated that over 90% of electricity meters had been breached and almost 98% of water meters were old and not functional.

· The MM spoke about the assistance the municipality received from the Dr K Kaunda district municipality towards the functions of the internal audit committee. 

12.
Conclusion

The Delegation commended the Mayor and officials for their honesty and transparency in revealing the serious problems within the municipality. Members of the Delegation advised to the need for high level political intervention to try and create some sense of stability within the council.

13. eThekwini Municipality and its Municipal Entities

13.1 Summary of Findings

The 2010-11 audit outcomes for the metro was unchanged from the previous year i.e. financially unqualified with findings on pre-determined objectives and/or compliance with laws and regulations. 
Leadership

The following were the areas of improvement from prior year / maintained good practice:

· The leadership of the metro and its municipal entities was effective and was based on a culture of honesty, ethical business practices and good governance, protecting and enhancing the best interest of the entity.

· The group has also implemented effective HR management to ensure that performance was effectively monitored.

· The leadership of the metro and its entities has also developed and implemented action plans to address internal control deficiencies arising from both internal and external audit findings.

Drivers of key controls that requires improvement

Certain corrective actions to address internal control deficiencies pertaining to supply chain management policies, processes and controls as well as IT governance and controls were still in progress and needs to be closely monitored by senior management with feedback given to audit committee and the Municipal Public Accounts Committee (MPAC). 

Financial and performance management
Areas of improvement from prior year / maintained good practice as follows:

· The metro has improved its controls over daily and monthly processing and reconciliation of transactions. 
· There has also been an improvement in document management which has resulted is complete, relevant and accurate information being accessible to support financial and performance reporting. 
· This has resulted in there being no material misstatements that require correction to the financial statements that were identified during the audit process. 
· Also, there were no material findings arising from the audit of pre-determined objectives. This reflects an improvement in audit outcomes from the prior year.
Drivers of key controls that requires improvement

The monitoring controls within the supply chain management division to ensure that all Municipal SCM regulations and related legislation are being adhered to, requires improvement. Progress made in this regard needs to be closely monitored by senior management with feedback given to audit committee and the Municipal Public Accounts Committee (MPAC).
The assessment of IT system controls for the 2010-11 year revealed that a number of control deficiencies including the inadequate implementation of certain IT policies and procedures still exist and therefore requires improvement and monitoring by senior management.
Management of uShaka need to be more vigilant in the submission and approval of financial statements to ensure that the financial statements submitted do not have any material misstatements.

Governance

Areas of improvement from prior year have maintained good practice. The metro has an effective audit committee that promotes accountability and service delivery through evaluating and monitoring responses to risk and providing oversight over the effectiveness of the internal control environment.

Drivers of key controls that requires improvement

The following were drivers of key controls that require improvement: 

· Improvement is required in the risk assessment process as the risks raised at a strategic level are not clearly cascaded to the operational risk register for follow up action and monitoring. Furthermore, there was inadequate IT risk identification due to the IT governance framework still in the process of being finalized.

· Leadership to intensify their efforts to finalize the appointment of the position of “Head of Internal Audit”, a position that has been vacant for period exceeding eighteen months.

· Transversal material misstatements corrected.

Metro and consolidation

There were no material corrections to the financial statements that were identified from the audit process for the metro’s and consolidated financial statements. This reflects an improvement from the prior year.

However, there was an adjustment relating to depreciation being incorrectly calculated on land in the financials of Ushaka. 

Findings on reporting of predetermined objectives 

There were no significant findings arising from the audit on the report of pre-determined objectives. This reflects an improvement from the prior year audit outcome.

Compliance with laws and regulations 
Municipal Supply Chain Management Regulations (Municipal SCM Regulations) resulting in irregular expenditure:

· About 346 awards amounting to R123 902 661 were given to persons who were in the service of the state and employees of the municipality.

· Four (4) awards amounting to R2,9 million were given to persons who were in the service of the state by uShaka.

· Management of the municipality and the two entities were not proactive during the year under review to prevent irregular expenditure, however management have now focused in strengthening the control environment as documented below.

· Supply Chain Management legislative requirements were not implemented or not adhered to not resulting in irregular expenditure.

· Thirty-four (34) contracts amounting to R711 million were amended and extended without the reasons for the proposed amendments being tabled in Council and the local community being given reasonable notice of the intention to amend the contract and having been invited to submit representations.

Information systems audit 

The AGSA assessment of IT system controls for the 2010/11 financial year revealed that a number of control deficiencies over security management, user access control, IT service continuity and program change management. Furthermore, IT governance framework not yet fully developed and implemented. The governance framework was being development and implemented in stages.
Irregular expenditure: Due to the nature and magnitude of the irregular expenditure incurred, senior management established an internal control monitoring unit that has been tasked with the responsibility to review the adequacy of policies and procedures relating to supply chain management. Furthermore, during the year under review the SCM unit reviewed the adequacy of their policies, procedures and internal controls to prevent and detect non-compliance with the Municipal SCM regulations. 

Arising from these initiatives was the introduction of the following new policies and processes to improve the internal controls over contract and procurement management:

· Audit control checklist which was implemented on 1 July 2011. This checklist covers the compliance aspect of Municipal SCM regulations and applicable sections of the MFMA and is to be completed and reviewed by the Bid Evaluation Committee (BEC) and Bid Adjudication Committee (BAC) before an award is made.

· Service Provider Performance Management Policy and a Blacklisting Policy which guides the municipality to evaluate bidders’ past performance and the process to follow to deal with non-performance. 

· These polices will be implemented in the 2011/12 financial year. 

· Change in the composition of members of the BEC with effect from 01 July 2011. 

· Business re-engineering of the Supply Chain Management unit is currently being undertaken.

· The introduction of an E-Procurement system in the 2011/12 which will improve controls to detect the splitting or orders under R200 000 as well as cover quoting.  

Investigations

The progress on all internal investigations conducted by the Office of the ombudsperson is monitored by the City manager and the Audit Committee. 

13.1.2
Commitments made by leadership

For the previous and current financial year under audit, the AGSA has engaged in discussions with political leadership, senior management and the audit committee. During some of these interactions the quarterly dashboard report was tabled and the progress made with respect to these commitments was tracked. These interactions and engagements along with the interim audit at the municipality have borne fruit in the improved outcome that we see for both the municipality and its entities.

13.1.3
Dashboard Report

The Dashboard Report indicated that with the exception of challenges regarding IT governance and systems, the municipality seems to have most drivers of internal controls in place. The assessment points to good leadership, good financial and performance management and good governance.

The Delegation commended the municipality for doing excellent work. Concern was raised, though on the reported irregular expenditure investigation and the seemingly inability by the AGSA in detecting the practice earlier.

The AG in his Report on the Consolidated Financial Statement to the KwaZulu-Natal Provincial Legislature and the Council on eThekwini Municipality, dated 22 December 2011, stated:

· Irregular expenditure amounting to R1.329 billion was incurred mainly as a result of contracts awarded to suppliers, which was in contravention of the Local Government Municipal Supply Chain Management Regulations (GNR 868 of 30 May 2005) (Municipal SCM Regulations). 

· An amount of R2.056 billion relating to the current and prior year was condoned by council during the year under review.

Compliance with laws and regulations

Awards were made to service providers who were persons in the service of the municipality or other state institutions, which is contrary to Municipal SCM Regulation 44.

The AGSA, in response, pointed out that management of the municipality initiated (80%) the investigation after internal monitoring. AGSA provided training to the municipality, including to MPAC. MPAC has taken action on the conflict of interest reports. AGSA advised that they can only investigate if there was a request for such, or when it was in the public interest to do so. 

13.1.4
Response from Mayor

The Mayor, assisted by officials, noted that the municipality received unqualified audit outcomes for the last 10 years. He pointed out that the Manase investigation regarding irregular expenditure was initiated by the municipality. Ten (10) councillors have been implicated and 25 officials are being investigated for alleged procurement irregularities and non-compliance with Municipal SCM Regulations. Disciplinary action has been instituted against 39 employees and the services of 6 employees have been terminated. Most irregular expenditure activities occurred in the housing department. 

The municipality has a code of conduct in place for both councillors and officials. Implicated officials would be processed different from councillors. The investigation process was on-going but the MEC for CoGTA, who also initiated a forensic investigation, gave a time frame of conclusion of the investigation as end of the current year. 

The Mayor continued by pointing out that the municipality proceeded with implementing corrective measures to prevent such occurrences taking place in future. With due regard to basic service delivery, all contracts awarded to employees, councillors or employees of the state would be terminated upon the finalisation of the investigation. The suppliers shall be blacklisted and added to the register of restricted suppliers. The Metro was the first municipality, according to the MM, in the country to report activities of irregular expenditure to National Treasury. The Anti-Corruption Unit of the SAPS has been approached regarding the investigation and was leading the process. 

There were still challenges to overcome in the IT sector, but this was being addressed. Reconciliations of financial transactions were done on a daily basis and were strictly monitored. The Metro has capacity where officials and staff were concerned and used consultants minimally. There was only one senior staff position vacant, all the other vacancies were at a lower level.

The Mayor concluded by noting that the municipality does not owe the Auditor-General audit fees.

14.
Conclusion 

The Delegation commended the municipality on its performance and noted that the leadership of the Metro was very effective. The municipality was exemplary good practices and proper procedures and systems were in place. 

15.
Recommendations

The Committee recommends the following:
· The Auditor-General should immediately during the audit period bring to the attention of the Committee the list of Municipalities that resist to render all reasonable assistance to the AG or the authorised auditor performing the audit to enable the AG or authorised auditor to complete the audit within the applicable timeframes as required by the Public Audit Act. Section 19(1) of the Public Audit Act requires that the auditees must accede free of charge a logical support required for the proper carrying out of the audit and access to office equipment).

· The Auditor-General should promptly notify the Committee if a municipality defaults on the payment of audit fees.

· The Auditor-General should charge interest on any municipal audit account not paid within 30 days of the date of the account at the rate prescribed in terms of the Prescribed Rate of Interest Act No. 55 of 1975 which provides for calculation of interest on a debt.

15.1 Conclusion and further recommendations

The Committee further recommends that:

· the South African Local Government Association (SALGA) and the Cooperative Governance and Traditional Affairs (CoGTA) department should assist the Municipalities in ensuring that the administrative systems and the information necessary to prepare budgets (e.g. IDPs) were in place;

· Municipal accounting officers should ensure that revenue and expenditure were properly recorded and monitored to ease audit process;

· Municipalities should ensure that strengthening corporate governance were a key managerial responsibility to sustainably augment corporate value as one of the missions entrusted to management by the citizens to promote clean governance and achieve clean audit in 2014;

· Municipalities should separate oversight from operational execution in a way that promotes delegation of authority while clarifying operational responsibility thereby realizing a more transparent decision-making process;

· Respect for autonomy should be affirmed by the Council and the independence of the administration be maintained;

· The Municipal Public Accounts Committees should convene to deliberate on important municipal audit issues guided by the basic strategies approved by the Council which ensure that top managers were fully aware of the operational status of the municipality;

· All municipalities should establish audit committees and internal audit units as required by the MFMA and capacitate them with respective skills to enhance the Municipal auditing systems;

· The internal audit unit, procurement and finance section should ensure gathering of information and maintain conducive environment to the auditing process;

· The internal audit units of the municipalities should receive management reports and general reports on the status of task execution, requesting explanation as necessary and viewing significant approval forms and other documents to enable the internal audit unit to take a proactive auditing stance, focussing in particular on legal compliance and the efficiency of the municipal operations;

· The municipalities should evaluate their auditing environment to ensure that it has strong audit processes and controls are more conducive to internal and external auditing, especially those of the continuous monitoring systems in place.

Report to be considered.
