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THURSDAY, 1 NOVEMBER 2012
____

PROCEEDINGS OF THE NATIONAL ASSEMBLY
____

The House met at 14:03.

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.
NOTICES OF MOTION

Ms N T NOVEMBER: 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 improving literacy and education empowerment of rural women to improve the quality of their lives.

Mr D C ROSS: 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 2011 Census results with the specific focus on improved service delivery.

Mrs J D KILIAN: Speaker, I hereby give notice that on the next sitting day of the House, I shall move on behalf of Cope:

That the House debates the growing capacity problems in municipalities which resulted in more than R2.27 billion of the municipal infrastructure grant - a total of sixteen comma three six per cent – not being spent in the past financial year.

Mr M HLENGWA: 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 discrepancies between the labour force survey and the Census on unemployment levels and ways of converging the two to arrive at a definite figure.

Mr D A KGANARE: Speaker, I hereby give notice that on the next sitting day of the House, I shall move on behalf of Cope:  

That the House debates the rampant corruption and victimisation of whistleblowers at Bloemwater and action by government in this regard.

Mrs D F BOSHIGO: 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 the high turnover and corporate governance challenges in key institutions and government departments.

Adv L H MAX: 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 Department of Correctional Services’ policy of outsourcing nutrition services versus insourcing and the possibilities an alternative policy could have for skills development of inmates.

Ms L L VAN DER MERWE: 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 accuracy of the findings of Census 2011, specifically that there has been a marked decline in the population under the age of 15 due to an increase in mortality over the last decade, which contradicts reports of a steady decrease in the mortality rate amongst South Africans of all ages.

Mr G T SNELL: 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 the centrality of constituency work in linking Parliament with the people.

Ms M J SEGALE-DISWAI: 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 conducting regular, systematic and standardised skills audits across all spheres of government in line with the demands placed on the state.

Mrs M V MAFOLO: 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 the role of Parliament in defining the national transformation agenda.

SOUTH AFRICAN CENSUS 2011

(Draft Resolution)

The ACTING DEPUTY CHIEF WHIP OF THE MAJORITY PARTY: Speaker, I move without notice:

That the House -

(1) welcomes the release of the South Africa Census 2011 results; 

(2) notes that the results provide a profile of demographic trends in South Africa and their socioeconomic implications; 

(3) further notes that the results indicated that there were 51,770,560 people in the country as at October 9 2011, the date of the 2011 Census, compared to 44,819,778 counted a decade earlier;

(4) acknowledges that the results highlight that close to 60 % of the population is under the age of 35 and that there are 25.2 million males and 26.6 million females;

(5) recognises that from 1996 to 2011 there was a massive jump in the percentage of people using electricity as a main source for cooking from 45 % to 73 % between 1996 and 2011 and that 9 out of 10 South Africans now have access to running water;

(6) further recognises that the 2011 Census showed major improvements in the provision of basic services, but indicated that there were still huge gaps to be overcome; and

(7) calls on government departments to ensure timeous and faster service delivery.

Agreed to.

AFRICA’S FIRST FACT-CHECKING WEBSITE

(Draft Resolution)

The CHIEF WHIP OF THE OPPOSITION: Speaker, I move without notice:

That the House -

(1) notes that Africa’s first fact checking website, invented by the AFP foundation and based in the Journalism Department at the University of Witwatersrand, was launched this week; 

(2) further notes that similar fact checking websites have existed for some time in Europe and the USA; 

(3) acknowledges that, among other things, the proprietors of this initiative aim to spread fact checking skills among students and media houses; and

(4) welcomes the initiative and wishes the Wits Journalism Department well in running the website.

Agreed to.

COMMEMORATION OF 350TH YEAR OF APPLE CULTIVATION IN THE WESTERN CAPE

(Draft Resolution)

Mrs S V KALYAN: Speaker, I move without notice: 

That the House -

(1) notes that today serves to commemorate the 350th year of apple cultivation in the Western Cape; 

(2) further notes that this event is being commemorated through the re-establishment of varieties of apples that are of historic importance to the industry, as well as through the launch of a book that explores the history of apples at the Cape; 

The SPEAKER: Will the hon members on my left please allow the hon member to be heard.

Mrs S V KALYAN: 
(3) acknowledges the newly proclaimed Heritage Block at Oak Valley, where the replanting of local and important historic cultivars has taken place;

(4) further acknowledges the importance of apple cultivation to the Cape and to the South African fruit cultivation and export industry as a whole; and

(5) congratulates Tru-Cape, the largest supplier of apples and pears in South Africa, on this initiative and for their contribution to the country’s heritage.

Agreed to.

NATIONAL CHILDREN’S DAY

(Draft Resolution)

The ACTING DEPUTY CHIEF WHIP OF THE MAJORITY PARTY: Speaker, I move without notice:

That the House -

(1) notes that the first Saturday of November has been declared National Children’s Day by the Government of the Republic of South Africa; 

(2) further notes that the National Children’s Day celebrations are aimed at highlighting the progress that is being made towards the realisation and promotion of the rights of children; 

The SPEAKER: Will the hon members on my right please allow the speaker to be heard.

The ACTING DEPUTY CHIEF WHIP OF THE MAJORITY PARTY:

(3) believes that children have rights and responsibilities that are appropriate for their development and therefore such rights need to be promoted and protected; and

(4) calls upon all South Africans to celebrate National Children’s Day by ensuring children are protected from neglect and abuse and that we report cases of abuse and neglect while we cater for their basic needs and expand their opportunities to reach their full potential.

Agreed to.

PROCLAMATION OF AFRICA INDUSTRIALISATION DAY

(Draft Resolution)

The ACTING DEPUTY CHIEF WHIP OF THE MAJORITY PARTY: Speaker, I move without notice:

That the House -

(1) notes that 20 November is proclaimed as Africa Industrialisation Day by the United Nations General Assembly resolution 44/237 of 22 December 1989 within the framework of the Second Industrial Development Decade for Africa; 

(2) recalls that the day is intended to mobilise the commitment of the international community to the industrialisation of Africa; 

(3) acknowledges that more than 30 of the world's 48 least developed countries are located in Africa;

(4) further acknowledges that Africa continues to suffer from underdevelopment, acute poverty and unemployment;

(5) recognises that Africa has emerged as the next growth frontier of the world with the average forecast rate of growth at 5.5% in 2012 and with six of the ten fastest growing economies of the world located on the African continent;

(6) believes that the industrialisation of Africa will play a critical role in Africa’s economic growth and development as well as a key factor in job creation opportunities; and

(7) calls upon our Government and African governments in general to prioritise and pursue industrialisation strategy as a means of ridding the continent of the quagmire of poverty.

Agreed to.

CAPE TOWN A TALE OF TWO CITIES

(Member’s Statement)

Mr Z S MAKHUBELE (ANC): Cape Town is really a tale of two cities - the rich and prosperous side of the previously advantaged and the poor and desperate side of the previously disadvantaged. It was announced recently that the DA Western Cape MEC for Education, Mr Donald Grant, is to establish a safety and security plan for pupils and teachers who are to be relocated to the gang-infested Cape Flats next year, following the ill-conceived plan of the closure of 20 schools by the DA-run province.

On the other side of the mountain, those learners from previously advantaged communities are free, safe and apparently completely unaffected by the plight of their fellow learners who now have to add their safety to a list of added challenges they face daily.

The apparent justification for the closure of the schools, seemingly, is that they were old buildings; there was poor performance; and had fewer pupil numbers, which seems to have bulldozed through the DA’s plan to further entrench inequalities in this province. It is cold comfort to now appear concerned about the wellbeing of the relocated teachers and pupils by devising some security plan for their safety. The fact that they should not have been put in harm’s way in the first place seems to completely escape the DA. Thank you, hon Speaker.
ATTACK BY CHIEF WHIP ON OPPOSITION’S CONDUCT IN PARLIAMENT

(Member’s Statement)

The CHIEF WHIP OF THE OPPOSITION: Thank you, hon Speaker. I have noted the comments made by the ANC’s Chief Whip, attacking the opposition’s conduct in Parliament. I believe it is an act of desperation, given the rumours that his own job is on the line. If the ANC wants to restore respect for Parliament, then the ANC caucus should deal with the conduct of their own Chief Whip. 
Thanks to the Chief Whip, Parliament this week spent R2,1 million on an event that was arranged without members’ involvement and approval. Members were not even invited!

The event seems to have been organised solely for this Chief Whip to sing praise to the President in another act of desperation. I quote:

Everybody wants to see you using your second term as President to consolidate the good work you have started.

He is obviously talking about the progress Zuma has made in upgrading his homestead in Nkandla ... [Laughter.] ... because by all other standard measures of progress South Africa has substantially regressed under this President. [Applause.]
DRACONIAN CLAUSES IN PROTECTION OF STATE INFORMATION BILL
(Member’s Statement)

Mrs J D KILIAN (Cope): Speaker, on behalf of Cope I wish to express our serious concern about attempts by the Minister of State Security to persuade the NCOP Ad Hoc Committee to reinstate draconian clauses of the secrecy Bill that were removed or amended during extended and painstaking negotiations, public hearings and deliberations.

By moving in at this stage, the hon Minister is acting like an executive enforcer to ensure that securocratic control becomes entrenched in South Africa by leaning on the legislative arm and ANC parliamentarians to dance to his tune.

In the process, he is also relegating the extended consultations and public participation hearings, et cetera, into a public sham. He has decided in advance what the executive wants, by a way of statute: to shut down access to information and to silence the media, regardless of what the people, including prominent struggle veterans like Advocate George Bizos, had to say.

This is yet another example of unmitigated interference in the parliamentary process, which is an independent pillar of our constitutional democracy. As the Opposition, we would like to record our strongest opposition and express our total dissatisfaction with the Minister's attempt to close down reasonable and necessary channels of information flow that will never pass the test of constitutionality.

We therefore call on the patriotic conscience of every Member of Parliament to resist party pressures and reject totalitarian, unconstitutional legislation. [Time expired.]
A BETTER LIFE FOR SKIERLIK FAMILIES

(Member’s Statement)

Ms A Z NDLAZI (ANC): The lives of 18 families who lived near the Total Petroport Magalies Filling Station - between Brits and Rustenburg outside Pretoria on the N4 freeway - have improved after the construction of a freeway near their homes.
Total SA has relocated the families from the Skierlik informal settlement to a nearby area with better living conditions. The families were moved from the N4 freeway to a new section that they have since named Selosecha to make way for the construction of a carriageway and off-ramps near the service station.
A borehole has been made available for them, as well as a vegetable garden and a mini orchard. The families were also assisted to improve the makeshift structures - mostly corrugated iron shacks - that they had before. The new area was fenced off and they are also due to have a day-care centre for their children.
Most importantly, the families have said they are happy that they have been moved further away from the noisy freeway, and can also apply for electricity connections, which was not possible previously. One of the residents, Dolly Thaba, aged 73, said she was grateful that the road had been developed, which had led to their relocation and improved lives.
The ANC welcomes such partnerships in improving the lives of the vulnerable and disadvantaged. I thank you, Speaker.

VEIL OF SECRECY OVER TENDER

(Member’s Statement)

Mrs H S MSWELI (IFP): Hon Speaker, the Limpopo department of health has blatantly undermined not only Treasury regulations, but also the Public Finance and Management Act by awarding a R200 million medical waste tender to a politically connected consortium, whose details they refuse to divulge. This is despite a court order instructing them to inform the losing bidders on who exactly won the bid. 

Not only has the department snubbed the courts, but it has also allowed political interference, nepotism and disregard for the supply chain management rules to be the order of the day in awarding the tender. If this process was above board, there would be no court challenge and the veil of secrecy imposed around this process would not exist. 

Tenders cannot be awarded based on who you are friends with in local government, while hoping no one will notice that money was illegitimately spent. The idea of “you scratch my back and I’ll scratch yours” is criminal behaviour. Those facilitating and benefitting from such practices should be treated as criminals. [Time expired.] [Applause.] 
AGREEMENT ON HATE SPEECH BETWEEN ANC, TAU SA AND AFRIFORUM
(Member’s Statement)

Mnr P J GROENEWALD (VF Plus): Geagte Speaker, kennis word geneem van die ooreenkoms oor haatspraak, tussen die ANC, TLU SA en AfriForum, waarin die ANC onderneem om hul ondersteuners en leierskap aan te raai en aan te moedig om met selfbeheersing op te tree oor liedjies soos Skiet die boer, wat kwetsend vir ander gemeenskappe kan wees. 

Die VF Plus sal die ANC in die Parlement tot verantwoording roep ten opsigte van hierdie ooreenkoms. Dit is ’n ope vraag of die ANC wel die integriteit het om by sulke ooreenkomste te hou. Die ANC moet sê hoe hy sy ondersteuners en leierskap in die praktyk gaan aanraai en aanmoedig om met selfbeheersing oor kwetsende liedjies en uitsprake op te tree. 

Die ANC het tans ’n rekord dat hy nie ooreenkomste nakom nie. Die VF Plus het reeds in 2007 ’n ooreenkoms aangegaan met die ANC oor kwetsende en haatspraak plakkate wat hulle in Dendron rondgeswaai het. Hulle het toe selfs onderneem dat hulle dissiplinêr teen hul lede sal optree, maar dit is nodeloos om te sê dat hulle dit nie gedoen het nie, en Julius Malema se uitsprake is ’n sprekende voorbeeld. [Tussenwerpsels.]

Aan die een kant wil die ANC nasionale samehorigheid hê, maar aan die ander kant laat hy sy lede toe om hierdie kwetsende uitsprake te maak. Die VF Plus sou eerder ’n hofbeslissing oor haatspraak in hierdie saak verwelkom het, want dit sou duidelikheid gebring het en afdwingbaar op alle individue en organisasies gewees het. Dankie. (Translation of Afrikaans member’s statement follows.)
[Mr P J GROENEWALD (FF Plus): Hon Speaker, cognisance is taken of the agreement between the ANC, TAU SA and AfriForum on hate speech, in which the ANC agrees to advise and encourage their supporters and leadership to act with restraint regarding songs such as Skiet die Boer, which may be hurtful to other communities.

The FF Plus will call the ANC to account regarding this agreement. It is an open question whether the ANC does have the integrity to keep to such agreements. The ANC must tell us how they are going to advise and encourage their supporters and leadership in practice that they should act with restraint regarding hurtful songs and statements.

At present the ANC has a record of not honouring agreements. Back in 2007 the FF Plus had already entered into an agreement with the ANC on hurtful and hateful placards which they had been waving about in Dendron. They then even took it upon themselves to take disciplinary steps against their members, but needless to say they did not do this, and the statements by Julius Malema are a telling example. [Interjections.]

On the one hand the ANC wants national cohesion, but on the other they allow their members to make these hurtful statements. The FF Plus would rather have welcomed a court decision on hate speech in this case, because that would have brought clarity and would have been enforceable upon all individuals and organisations. Thank you.]
SA SCIENTISTS IN HIV BREAKTHROUGH
(Member’s Statement)

Ms A Z NDLAZI (ANC): The ANC congratulates the Centre for the Aids Programme of Research in South Africa consortium, led by Professor Salim Abdool Karim, which saw two South African scientists discovering vulnerability in the virus that enables the body to produce a broadly neutralising antibody response. 
This latest breakthrough in HIV research by Moore and Professor Lynn Morris, which was recently announced at a press conference, serves as a possible pathway to discovering a vaccine. According to the researchers, it had been difficult to make an antibody thus far because of several different strains that the virus has in many parts of the country. The virus always changes and evolves to fight vaccines.
The study, which began 10 years ago, focused on two South African women infected with HIV. Over a long period it was discovered that the women produced antibodies that can kill a wide range of human immunodeficiency viruses. It is believed that a vaccination will be developed in a few years.
The ANC agrees with the Minister of Health, Dr Aaron Motsoaledi – who was in attendance together with the Minister of Science and Technology to congratulate the research team on their revolutionary findings – that people should not see this breakthrough as a reason to live recklessly. Indeed, this is not a vaccine but it could bring scientists closer to an HIV vaccine. As the Minister emphasised, people must continue to use condoms. Thank you.
HARASSMENT OF CHRISTIAN CONVERTS IN IRAN

(Member’s Statement)

Mrs C DUDLEY (ACDP): Hon Speaker, after months of study and investigation on the current situation and harassment of Christian converts in Iran, a group of Christian members of the British parliament released the outcome of their studies in the form of a report. 

The report explains the harassment and persecution of Iranian Christian converts to be the most serious of its kind. According to the report, evangelical Christians face constant threats, arrest, harassment, unjust courts and are forced to pay heavy bails. Parts of the report are based on direct interviews with eye witnesses and Christian converts who were victims of persecution by the Islamic regime of Iran, and other sections are taken from reliable Iranian and foreign sources and organisations. 

Members of the British parliament have called on the British government, European parliament, United Nations, UN, and other related institutions to require the Islamic government of Iran to fulfil its responsibility for implementing its legal commitments to honour Christians and religious minorities’ rights. They also pleaded for them to support the UN Special Rapporteur on Human Rights in Iran to claim rights of Iranian Christians. 

Mr Ahmad Shahid, the UN Special Rapporteur on Human Rights in Iran, said in his report that Christians, Sunni Muslims and Dervishes face discrimination and harassment in Iran, and that 300 Christians had been arrested since mid-2010.

Mr John Baird, Canadian Minister of foreign affairs, also strongly criticised the violation of human rights in Iran during the international interparliamentary summit held in Quebec. 

WESTERN CAPE PROVINCIAL GOVERNMENT’S SUPPOSED IRREGULAR EXPENDITURE
(Member’s Statement)
Mr G G HILL-LEWIS (DA): Speaker, on Tuesday the hon Gelderblom made a statement in this House attacking the Western Cape Provincial government and the DA on the basis of the supposed irregular expenditure of R22,8 million. What a pity that the hon member did not even bother to check the basic facts or to read the Auditor-General’s, AG’s, report before making his statement. 

So, just to fill him in, the facts from the AG’s document are that the R22,8 million irregular expenditure was incurred in November 2007, under the previous ANC administration ... [Interjections.] ... for the corrupt hip-hop media communications contract. [Laughter.] The irregularities were only uncovered by the DA administration through the revamped forensic investigation unit, at the DA administration’s insistence. [Interjections.] It is therefore ... 

The SPEAKER: Order, hon members. Order!

Mr G G HILL-LEWIS (DA): ... entirely wrong to present the irregular expenditure as a reflection of “Zille’s office.” This expenditure was a result of ANC maladministration and the chickens are now coming home to roost. [Interjections.]

For a representative of the governing party, which has done what it has done in Nkandla, to stand up in this House and make the statement that he did, is frankly, rich at best. Given your party’s track record, hon Gelderblom, I advise that you rather sit this one out, and if you have any questions about corruption in the Western Cape, give a call to South Africa’s embassy in Washington and ask to speak to former Premier Ebrahim Rasool.

The SPEAKER. Hon member, your time has expired. 

Mr G G HILL-LEWIS (DA): He’s got all the answers you need. [Applause.]

3RD ANC INTERNATIONAL SOLIDARITY CONFERENCE
(Member’s Statement)
Ms C C SEPTEMBER (ANC): Speaker, from 25 to 28 October 2012 ... 

The SPEAKER: Order, hon members. Order! Proceed, hon member.

Ms C C SEPTEMBER (ANC): ... convened by the ANC, former anti-apartheid movements; national liberation movements; the ANC’s alliance partners; solidarity groups; nongovernmental organisations, NGOs; trade unions; the faith-based sector; various left formations; and very many other organisations gathered in the city of Tshwane to participate in the 3rd ANC International Solidarity Conference. 

This was a follow-up to the solidarity conferences organised in Tanzania in 1987 and Johannesburg in 1993, respectively. 

The conference took place in the context of the ANC’s centenary celebrations and coincided with the birthday of Comrade Oliver Reginald Tambo on 27 October, in recognition of the pre-eminent role he played in galvanising international solidarity for the struggles of the oppressed, particularly in South Africa and the world over. 

In organising this conference, the ANC was informed by the resolution of its 52nd national conference held in Polokwane in 2007, which directed that: 
The ANC embarks on a programme to strengthen the progressive movement in Africa and formalise relations with the global progressive movement. 

The conference recalled and celebrated the anti-apartheid movement as the largest ever global solidarity movement and acknowledged its contribution to the liberation of South Africa. Participants paid particular tribute to Comrade Nelson Mandela as one of the enduring symbols of the struggle for justice, human rights, peace and reconciliation. [Time expired.]
GOVERNMENT SHOULD CREATE YOUTH MINISTRY
(Member’s Statement)
Mr M HLENGWA (IFP): Hon Speaker, the recent results of census 2011 point to the fact that 60% of South Africans are under the age of 35, and this indicates an urgent need for a youth Ministry to be created by government. The youth Ministry should take the form of a fully fledged and well-resourced government department in order to rapidly implement positive youth development and take responsibility for all youth affairs.

The current situation that youth are left out of the decision-making process by government is totally unacceptable. Such an institution should be focused on implementation and oversight of youth development in and out of government rather than the current situation of the NYDA, National Youth Development Agency, which advances an ad hoc approach to youth development. 

This Ministry would operate in all three spheres of government, giving a practical voice to the concerns of the youth of our country. The rejection of this proposal over time by the ANC, simply because it’s an IFP proposal, is narrow-minded, to say the very least, and should not be going on, because this is not about the IFP but, importantly, it’s about the youth of South Africa. [Applause.]

CALL TO CURTAIL UNAUTHORISED SPENDING
(Member’s Statement)

Mr D A KGANARE (Cope): Speaker, the Minister of Finance has made repeated calls for moderation and curtailment of unnecessary spending from the state coffers. In Parliament we sit with a severe shortage of suitably qualified legal advisors and appropriately skilled committee support personnel. This inevitably results in repeated embarrassing situations when unconstitutional legislation or rulings are adopted. 

Yet this week, the Chief Whip of the Majority Party deemed it fit to unilaterally host a praise event for President Zuma. What was purportedly a gathering of religious groups through a body which was established as the interfaith council, finally turned out to be little more than an exclusive ANC rally canvassing support for a particular leader on the road to Mangaung.

The Chief Whip did not fund the event from his own purse, and neither was it sponsored through some of the ANC’s extended patronage networks. It was paid from Parliament’s budget without the prior knowledge, approval or consensus of the Chief Whips’ forum.

We cannot and we will not allow the issue to disappear amongst the floorboards; especially now that Parliament has just fired the Secretary to Parliament for using unauthorised funds to build a wall on his property. Why, then, should we allow more than R2 million to be spent on a Zuma-lobbying event? 

Cope will insist on transparency and the truth, and will use whatever channel or processes may be required to ensure that parliamentary funds or any other public resources are not abused for personal or political advancement of any individual or party. Thank you. [Applause.]

MUNICIPALITY AND TRADITIONAL AUTHORITY WORKING CLOSELY TOGETHER
(Member’s Statement)

Mr G LEKGETHO (ANC): Chairperson, the ANC welcomes the memorandum of understanding signed by the Rustenburg Local Municipality and Bakwena ba Mokgopa Traditional Authority recently, which will see the two working closely together. The traditional authority under Kgosi Tebogo Mamogale entered into an understanding that will see both the municipality and traditional authority assisting each other.

As the ANC we have been encouraging communities to work together with government in order to accelerate service delivery and speedily address challenges. In this agreement, the Rustenburg Local Municipality will render services to the communities of Bakwena ba Mokgopa and vice versa. 

Both Kgosi Mamogale and the Rustenburg executive mayor have assigned their teams to come up with action plans to tackle issues such as unemployment, adequate housing and roads, which affect the communities. Directors from both offices have been tasked to come up with programmes to tackle the issues. The two parties thus undertake to apply the principle of mutual respect, working together towards a common goal while respecting each other’s area of jurisdiction.

The memorandum takes effect and shall remain in force from 22 October 2012, for a period equal to the term of office of the current Rustenburg Local Municipality political administration. The ANC calls on communities to follow the example of Bakwena ba Mokgopa and engage in spheres of government for partnership. Thank you. [Applause.]

BASIC EDUCATION MINISTER SUPPORTS SCHOOL RATIONALISATION PROCESS IN WESTERN CAPE
(Member’s Statement)

Mr M WATERS (DA): Speaker, the DA welcomes the support from Basic Education Minister Angie Motshekga for the school rationalisation process in the Western Cape. Minister Motshekga reportedly stated that the Western Cape Education MEC, Donald Grant, had applied his mind and is satisfied that the decision is in the best interests of learners and that she would not have any discomfort in supporting him.

The ANC alliance members in the Western Cape, including Sadtu, have responded to the school rationalisation programme with political opportunism and a total disregard for the best interests of learners. They are silent on the hundreds of school closures in other ANC provinces, while the DA continues to build 37 new schools in the Western Cape.

Instead of making mindless threats, the ANC in the Western Cape would do well to educate themselves and discuss the matter with their own Minister. The reality is that they won’t, because this grandstanding is nothing but an act of desperation in the ANC’s attempt to undermine the democratically elected DA Western Cape government. Thank you. [Applause.]

INVASION OF ESKOM PREMISES BY SO-CALLED ACTIVISTS
(Member’s Statement)

Mrs B TINTO (ANC): Mr Speaker, on 23 October a bunch of irresponsible so-called activists illegally invaded the premises of Eskom offices in Sunnyhill. They sneaked into the Eskom premises with the intention of drawing public attention to the so-called insensitivity of Eskom to the plight of the poor, but the application submitted by Eskom to the National Energy Regulator of South Africa, Nersa, goes beyond a mere request for tariff increases.

It also articulates how supply of electricity is going to be funded. Nersa is going to conduct extensive and intensive consultation with the nation as a whole, thus providing ample opportunity to various stakeholders to influence the ultimate price determination, unlike abusing media to create a distorted picture about our democratic processes under the pretence of the right to freedom of expression. Real activists work with the people first before resorting to futile gimmicks in the media.

I am sure that from President Jacob Zuma himself, each of the 1,2 million members of the ANC would encourage South Africans in their large numbers to participate in the consultation sessions that will be held by Nersa. Thank you. [Applause.]

DRACONIAN CLAUSES IN PROTECTION OF STATE INFORMATION BILL
3RD ANC INTERNATIONAL SOLIDARITY CONFERENCE

(Minister’s Response)

The MINISTER OF STATE SECURITY: Speaker, firstly I would like to respond to the false and misleading statement from the Chief Whip of Cope. In her statement she gave the impression that I, as the responsible Minister, was imposing myself on the committee in the National Council of Provinces and bulldozing the processes which are happening on that side. That is far from the truth. The truth is that the committee in the National Council of Provinces invited me to come and respond to the progress they were making in the National Council of Provinces. 

Secondly, I commended the efforts being made by the National Council of Provinces, but it’s also my responsibility to highlight the areas that may be problematic while they are making those amendments. That was the sole purpose of going to interact; it was at the invitation of the committee. Thirdly, the issues we were raising were not forcing the members of the committee but were highlighting those issues that may be unconstitutional, because it is our responsibility that we should pass constitutionally sound legislation, but also equally implementable legislation.

The second item I would like to respond to is a statement by a member of the ANC, who was commenting on the recent international solidarity conference. This was one of the most important conferences which happened recently here in South Africa. This is because it outlined the role played particularly by President Tambo in ensuring that there is solidarity across the world to fight the common evils of oppression of our people. What also became quite clear was that from now on we have to join hands, because there were delegates from Europe, the Americas, Asia, Africa and all over the world, and that the common enemy is the underdevelopment of our people. We should learn from each other on how we deal with physical challenges facing our people today. Thank you. [Applause.] [Time expired.] 

CAPE TOWN A TALE OF TWO CITIES
(Minister’s Response)

The DEPUTY MINISTER OF BASIC EDUCATION: Hon Speaker, with regard to the closure of the schools, perhaps to just share with the House, there were 27 schools that were earmarked for closure. We understand that the process that was then followed was a consultative process. To what extent the consultation took place, we are not certain, but 20 schools were thereafter earmarked for closure. Seven, the MEC had decided, would remain open. We have also received information to the effect that in some instances, where the children are going to be displaced from one school that is going to be closed to another, they would have to move or travel through gang-infested areas and their security would be at risk. 

There is also information that has been made available to us that in some instances children are going to be relocated to a school further away, whereas between the further school and the school that is being closed there are places available in historically advantaged areas. 

Our position, in fact, is that when the Minister spoke about it, she had been making a statement in relation to the preparations for the examination. She was then asked in relation to the closure of the school and she set out the generic principles that apply. That is to say that there must be a rational and legitimate basis for the closure of the school - in other words, it must be rationally informed by circumstances that prevail - and that there are instances where schools might have a learner population of only five learners, which basically gives it a legitimate and reasonable basis for closure. The Minister, under no circumstances, had evaluated and assessed the closure of each and every school in the Western Cape. What she spoke about is the legal responsibility that an MEC has in terms of closures and mergers of schools. 

I think what is happening now is that we are attempting to spin it in a particular way to suggest that the Minister is endorsing the decisions of the MEC. That is definitely not the case. What she spoke about were the generic principles, and indeed if there is a legitimate and a rational basis to close the school, then so be it. We will support it. But if there is no legitimate and rational basis to do so, if the consultative process wasn’t intense enough, then we would certainly have to engage with it. [Applause.] [Time expired.]

A BETTER LIFE FOR SKIERLIK FAMILIES

(Minister’s Response)

The DEPUTY MINISTER OF HUMAN SETTLEMENTS: Speaker, I am responding to the statement made by an ANC member regarding the Skierlik families who have moved away from the noisy freeway to the place where they are now very happy. It shows exactly what we mean when say, “working together, we can do more”. 

The partnership between the families of Skierlik and the whole of South Africa has resulted in that movement. They have agreed to that movement and now they have access to electricity and water, and they are able to make their vegetable gardens. So, it is clear why we say as the ANC that the private sector must work closely with these families so that they can have good results. We are hoping that they are not only going to have shacks made of iron, but that one day they will also have their own homes. Working together, we can do more. I thank you. [Applause.]

CONSIDERATION OF REPORT OF STANDING COMMITTEE ON FINANCE - 2012 REVISED FISCAL FRAMEWORK

Mr T A MUFAMADI: Hon Speaker, hon Ministers and Deputy Ministers present here, in particular the Minister of Finance; hon members; distinguished guests, let me start by congratulating the Minister of Finance and his team, under the leadership of President Jacob Zuma and the executive in its entirety, for putting forward a Medium-Term Budget Policy Statement or proposals under very difficult and trying global economic circumstances. This requires, in the main, that government should realign its policy stance, grounded in a sustainable structure that will promote growth, equity and job creation.

Let me also take this opportunity to congratulate Statistics South Africa under the leadership of the Statistician-General, Mr Pali Lehohla, and the entire management, and particularly the hundreds of enumerators who visited millions of our homes. Most importantly, however, credit must be given to the millions of South Africans who opened their homes and warmly received and embraced the campaign entitled The South Africa I know, The Home I Understand, which underpinned the Census 2011 project.

As for the census outcome, even though it is not the subject for debate today, the results tell us a story – a story of a journey of the South African people in their quest to change their lives, traversed in the past two decades. It is a story that measures the impact of our policies in the betterment of the quality of the lives of ordinary citizens. It is a story of significant success but also of some critical setbacks; a story of income disparities between black and white, rich and poor. In short, it is a story of deepening inequalities and joblessness. It is a story of social and economic injustices for the majority of our people. It is a tale of a river between: between a city, on the one hand, and a village on the other. A river between: a source of life and opportunities for some, and a source of hope and aspirations for all, but only accessible to the city people.

Therefore, this is an injunction for policy and decision-makers such as ourselves to redouble our efforts in pursuance of a vision for all freedom-loving South Africans, to overcome the legacy of inequality and injustice created by apartheid colonialism in a swift, progressive and principled way; to develop a sustainable economic and state infrastructure that will progressively improve the quality of life of all South Africans; to encourage the flourishing of the feeling that South Africa belongs to all who live in it, black and white; and to promote a common loyalty and pride, which is the basis upon which we can build patriotism amongst our people.

The Fiscal Framework, as presented in the Medium-Term Budget Policy Statement, presents Parliament with an opportunity to set out macroeconomic policy objectives that will underpin the economic growth trajectory for the next Medium-Term Expenditure Framework period. The framework has as one of its objectives the aim of providing a cushion against global volatility and declining economic growth internationally. The focus, therefore, of the Fiscal Framework is consistent in expanding the social wage to promote service delivery while maintaining the acceleration of infrastructure investment to promote industrialisation and create sustainable jobs.

The fiscal policy framework is contextualised within the context of declining growth in the international economy, particularly in Europe and the USA. As a consequence, the world economic growth has been revised downwards, which compels us, as South Africa, to focus on promoting trade within or with emerging economies, particularly within the Brazil, Russia, India, China and South Africa, Brics, family and the African continent as a whole. Our gross domestic product, GDP, growth rate has been revised further downwards by 0,2% from 2,7% to 2,5%. Of note, is that our growth rate remains positive, although at a lower level. The revised GDP projections resulted in the revision of revenue projections downwards to the tune of about R5 billion.

Debt service cost reduction remains a priority in the Medium-Term Expenditure Framework projections. The wage bill continues to put pressure on the fiscus – salaries still account for the largest percentage of government expenditure. However, it is important to note that the average wage increases will be less than 3% in the Medium-Term Expenditure Framework.

Let me commend the Minister of Finance for his open and frank admission that we are crafting the Fiscal Framework under circumstances not of our own choosing. I quote from the Medium-Term Budget Policy Statement:

If the economic environment deteriorates, government will need to reconsider current expenditure and revenue growth plans. In a lower growth scenario, an appropriate balance between spending restraint and new revenue initiatives will be necessary.

What the ANC stated in its Strategy and Tactics of 2007 remains relevant and correct today:

South Africa’s interests in a complex and unpredictable global environment necessitate the building of capacity for strategic as well as rapid response to changes in our region, Africa and the world.

Such responses should be anchored on the development of Africa and the developing world. Therefore, the Fiscal Framework has to respond to fluid economic conditions because it plays a critical role in interacting with other policy objectives in determining economic and social outcomes. In addressing the challenges faced in transforming the economy as a whole, and in specific sectors, it provides for the extension of the social wage in addressing inequality and infrastructure investment.

The revised Fiscal Framework remains consistent with the established position and maintenance of countercyclical policy. In essence, the main thrust of the revised fiscal policy is to ensure a balance between expansion in spending in order to address problems of unemployment and the need to reduce levels of borrowing to militate against the long-term implications of debt service costs.

It therefore suggests to us that it is important to reflect on the delicate balance between what we can do and achieve as a nation, and the necessary caution we need to take into consideration, given the impact of the international economy due to the European and US economic recovery challenges, as this will have an impact upon the South African economy, given the large trade volumes between South Africa and these countries.

The countercyclical policy is designed to steady the economy and to protect core social and economic programmes from undue volatility. In practice, a government pursuing cyclical policies should save revenue or run a surplus during good times in order to spend more when the economy is faltering. This is the position in which we find ourselves to a large extent today.

In terms of the observations of the committee, having considered the 2012 Medium-Term Budget Policy Statement and public submissions, the Standing Committee on Finance has observed that the global economic outlook remains uncertain and domestic economic growth is expected to remain moderate. The following factors have narrowed the fiscal space available to government over the medium term, elevating the level of debt: higher than expected operational costs, particularly on personnel expenditure; and savings from the current Budget baseline allocations. It is very, very important that we recognise that there is no additional cost to the taxpayer in terms of continuing to implement our social and infrastructure programmes. We are borrowing for capital expenditure and not for consumption, and therefore there is value for money in what we are trying to achieve as a country.

In terms of the revised Fiscal Framework, the committee has therefore recommended that the National Treasury should develop mechanisms to increase monitoring, to ensure value for money in terms of proper co-ordination and procurement processes, which will assist the attainment of expenditure within the available budget. We, as the committee, support the Medium-Term Budget Policy Statement, particularly the Fiscal Framework. I thank you. [Time expired.] [Applause.]

There was no debate.

The ACTING DEPUTY CHIEF WHIP OF THE MAJORITY PARTY: Hon Speaker, I move – 

That the Report be adopted.
Declarations of vote:

Mr T D HARRIS: Mr Speaker, the DA approves of the committee’s report primarily because we welcome the spending freeze announced by the Minister. This is exactly the right signal to send to the ratings agencies to show that National Treasury remains in control of the country’s finances.

However, Treasury did have to do some fiscal gymnastics to get to this spending freeze. The expenditure side has been cut by savings of R3 billion, which is to be welcomed, but it has also been slashed by R3,5 billion of underspending. So, effectively, we now are banking on departments to underspend their budgets in order to balance the fiscus. This is extremely problematic. 

Perhaps more alarming is the fact that the entire contingency reserve of R5,7 billion has been added on the revenue side. This reserve is meant to remain in place to provide for unexpected contingencies and acts of God. The DA supports the policy of building in a contingency reserve but we do not support drawing it down to balance the Budget. If we spend it now, we could be vulnerable and exposed.

So, even though the spending freeze requires some smoke and mirrors, we commend the Minister of Finance’s stated commitment to fiscal consolidation. It is much needed in this government that has a serious wasteful expenditure problem.

While this Budget shows that Treasury is in control of the finances, unfortunately it also reveals that they are not in control of the economic policy. Every Budget, the Minister of Finance stands here and calls for microeconomic policy reform; he calls for a reduction in the costs of regulatory compliance for small business. He calls for the removal of trade barriers; he calls for things called “active labour market policies”, which is a euphemism for youth wage subsidy.

What does this government do about implementing these things? It does nothing, niks nie, lutho. I have only been in Parliament for the past three and a half years and I’m already sick of the Minister of Finance standing here every few months to announce things that never get implemented. I can only imagine how frustrated the veterans of this House must be. This is the DA’s main problem with this Budget and with the Fiscal Framework. Thank you. [Applause.]

Mr N J J KOORNHOF: Chairperson, Cope welcomes the emphasis on the National Development Plan, NDP, and believes it will play an important role in stabilising fiscal discipline and provide for a conservative Fiscal Framework in the years to come. We welcome the commitment to prudent fiscal management and we support the fact that inflation targeting must provide a solid foundation.

The challenge will be to stick to the 2012 baselines. If the departments are not going to do their part, the Treasury will struggle. It is a collective approach by all. If the government as a whole is going to fail, the baselines will not be respected. 

Finally, the stabilisation of public debt must remain a top priority, and steps to avoid further downgrades must be on top of the agenda. Cope shall support this report. Thank you.

Dr M G ORIANI-AMBROSINI: Chairperson, the IFP is not in a position to oppose this statement, either. We realise that the Minister of Finance, after all, is the one who needs to implement the policy of government. We feel that he is doing the best he can within the policy parameters of the government he serves.

We have a fundamental difference of opinion on what ought to be done at the macroeconomic level and share the concern expressed by the hon Harris that, even within the limited leeway that the Minister of Finance has been accorded, the Minister does nonetheless make the right noises and the right statements, but those statements, year after year, are implemented only to a limited and insufficient extent. 

We would like to have seen not just a freezing of expenses but a fundamental reprioritisation of expenses to give substance to the policy statement often repeated in this House of building productive infrastructure to create a new economic and industrial basis for the country. That is just not in the Budget of this year, not in the adjusted Budget and the Budgets of previous years and very likely will not be in the Budgets of future years.
Within the present circumstances, the Minister is doing sufficiently well that we cannot oppose his action. However, we must call for a fundamental rethinking of the overall budget framework of the country. The system is not sustainable. When I say that, the Minister immediately points out to me that we are much better off than other countries - undoubtedly. That is not sufficient satisfaction, because those other countries have got so much built-in equity from which they can take, whether it is through the taxes or through industrial capacity or through what is called human capital, and we just do not have it. 

We are running as a company that runs on operational capital and those reserves are not there. So, those comparisons are not necessarily justified and what is not necessarily justified is the fact that we have an opportunity in South Africa to get it right, to break the mould. I feel that that opportunity was lost by European countries long ago. We could find this country ahead of most European countries in 30 to 50 years, if we now make the right decisions outside the present fiscal, financial and economic mould. Thank you.

Mr S N SWART: Chairperson, the ACDP supports the revised Fiscal Framework. In our view, the Minister of Finance has not departed from a prudent, yet expansionary and countercyclical fiscal policy - it is quite a mouthful. This is notwithstanding the very uncertain global economic outlook, as well as domestic challenges arising, inter alia, from the illegal strike action in the mining sector.

We believe the Fiscal Framework sends a very clear message to reassure jittery foreign and domestic investors and credit rating agencies that National Treasury will not deviate from its trademark fiscal conservatism, notwithstanding political pressure from various quarters. The challenge will be implementation amidst opposition from within the ruling alliance, particularly as it was pointed out by other speakers regarding economic policy, with the youth wage subsidy being one example of this.

The report contains a number of recommendations which the ACDP supports. It is of great concern that foreign direct investment has dropped by 44%. The report states that the country needs to do more - I would say a lot more - in terms of stabilising the political environment and resolving labour disputes to address this.

The report also makes it clear that economic growth is not near the levels required to address widespread unemployment. In this regard, it is very clear that the Fiscal Framework must be closely aligned to the National Development Plan, NDP, which identified constraints to economic growth as well as solutions.

Again, the question of implementation of the NDP is critical. The primary risk to our fiscal outlook remains lower than expected GDP growth. Slow growth of 2,5% means lower tax revenues, and we see our revenues revised downwards by R5 billion. This raises important questions as to the sustainability of government’s present fiscal path over the medium term.

We note, however, and commend the Minister that the budget deficit is 4,8% - it is only slightly higher than forecast in February – and that this trend continues over the medium term. Any drastic deviation from the fiscal consolidation path could spark another credit rating downgrade, and that we do not need.

Lastly, the ACDP believes it is imperative to ensure that the fiscal guidelines are strictly adhered to by government. They should be, because they come from National Treasury. These include a countercyclical approach, debt sustainability and intergenerational equity. The fiscal stance should target medium-term debt consolidation with moderate expenditure growth to support economic growth and sustain the social wage. The ACDP will support this revised Fiscal Framework. I thank you.

Motion agreed to.
Report accordingly adopted.
CREDIT RATING SERVICES BILL

(Second Reading debate)

Mr T A MUFAMADI: Hon Speaker, hon members, hon Minister of Finance, hon Ministers and hon Deputy Ministers who are present here, the rising centrality of financial services in economies across the globe has raised a number of critical questions centred upon the practices and regulatory environment for the financial services industry. It is common cause that economies to a greater extent have become financialised, resulting in certain benefits whilst at the same time this has led to undesirable practices.

Credit rating agencies’ opinions are translated into ratings that carry a considerable weight in the economy, particularly in the financial markets, both in terms of business practices and regulatory requirements. Credit rating agencies, therefore, have been widely criticised for their role in 2008 global financial crisis, for failing to detect the worsening of conditions that underpinned financial markets; failing to adapt to the risks of the derivative trading; collusion in the collateralisation of debt obligations with financial institutions; and the output of poor quality of ratings.

The widespread fallout of the subprime lending crisis precipitated by loans to people with no income, no jobs and no assets, what were commonly known as “ninja loans”, led to a massive fallout across the globe with millions of jobs lost. This resulted in calls for far stricter regulations governing the practices of credit rating agencies. Any weaknesses in this respect can generate uncertainty and exacerbate volatile markets, which can trigger general financial instability. This crisis was of a nature and scale that required a global response. 

As a result, the G20 jointly committed to regulating these agencies. Introducing a regulatory framework for credit rating agencies is thus one of South Africa’s G20 commitments.

The Bill seeks to align the South African regulation of credit rating agencies with international best standards and practices, including the International Organisation of Securities Commissions’ principles, G20 countries’ regulations and the European Union’s equivalency requirements.

In his 2011 Budget Speech, the Minister of Finance announced a range of reforms to further strengthen South Africa’s regulatory system, the intention of which was to shift towards separating regulation of prudential risk, which is the probability of companies going bankrupt, from market conduct through financial sector regulations.

In short, the commitments of this Bill are in four areas: a stronger regulatory framework through the development of appropriate principles to address areas of weakness in the global system of financial regulations; effective supervision through the strengthening of the effectiveness of governance of financial service agencies, at both national and international level; addressing systemic weaknesses in the financial institutions and ensuring that the financial and human costs of a financial institution’s failure are reduced as far as possible, and that such a failure does not affect the broader financial system; and the introduction of international assessment and peer review through the undertaking of regular assessments of the regulatory system and benchmarking principles and practices against the international norms. 

The aims of the Bill as stipulated in the Bill itself, amongst others, are to ensure that South African authorities can work with their international counterparts to ensure responsible and accountable credit rating agencies at a global level, and to protect the independence, integrity, transparency and reliability of the credit rating process and credit ratings results or improve investor protection. In terms of the process of processing this Bill as a committee, I can say, on behalf of the committee, that the Bill has undergone a considerable number of changes under the guidance of the Standing Committee on Finance to ensure that the Bill is more effective.
In considering the changes made by the committee, we were mindful of the strategic objective of the Bill, that of establishing South Africa as a financial centre for Africa. To achieve this strategic objective, the amendments we have effected had to ensure that the regulatory framework remains up-to-date, and is benchmarked to the best of our ability in relation to the rest of the world.
This Bill, in our view, needed to be processed as quickly as possible so that we do not fall outside the developments in relation to the rest of the world. To clarify the intention of the Bill, the committee introduced a definition of “registered credit rating agency” that includes both internal and external credit rating agencies approved by the registrar in this country.
With regard to the entrenchment of common-law, delictual liability in the Bill, we believe it is the most practical approach as the principles of common-law liability are well-established in South African case law. When faced with a claim for liability, the courts will be able to rely on these principles and precedents rather than relying on interpreting legislation.

As the ANC, we have also come to the conclusion that it is important to support the Bill before us with all amendments that were effected by the committee. The ANC supports this Bill, hon Chairperson. Thank you. [Applause.]

Mr T D HARRIS: House Chairperson, the DA accepts the need to introduce a regulatory framework for credit rating agencies. This need flows from the commitments of the G20, but more importantly it will ensure that South Africa remains open to institutional investors from Europe whose governing legislation now requires us to establish broad equivalence with their regulatory framework.

However, that does not mean that our approach should simply emulate the particularly heavy-handed approach taken by the European Union, EU, as this Bill tends to. We maintain that equivalence could have been established with a much lighter touch. 

In general, National Treasury’s approach to financial regulation, following the global financial crisis, seems to be one of overreaction without sufficient consideration of the cost of regulation. 

Treasury officials have spoken gleefully in the committee about how they are eager to confer what they call “draconian powers” on regulators. The definition of draconian is overly harsh and severe. Surely this is, at the very least, an unfortunate choice of words. At worst, it may represent a growing power hunger in National Treasury and the Financial Services Board, FSB. So, the committee found itself having to work hard to ensure that this new legislation is balanced and appropriate and that civil liberties are protected.

It’s clear to us that National Treasury and the FSB overplayed their hand in the original drafting of the Bill by taking this overbearing approach that was out of step with regulations in many other smaller markets. They seem to give insufficient consideration to the costs of compliance and how those costs will simply be passed on to the issuers of debt. 

In this regard, it’s worth remembering that approximately 60% of debts in South Africa are issued by the public sector; meaning that increased costs of debt issuing will be borne by taxpayers.

In particular, the endorsement framework established by this Bill seems to require the endorsement of every single credit rating produced offshore for use in South Africa. This framework is unnecessarily onerous and should have been replaced by a simple blanket endorsement by the registrar of all credit ratings from approved external credit rating agencies. That blanket endorsement is in there, but it’s alongside this complex endorsement framework for no obvious reason.

Having said that, while we would have strongly opposed the original draft of the law, the major problems were fixed by our working committee. The remaining problems, such as the overambitious role envisioned for compliance officers and the requirement that a credit rating agency must ensure that a member of the public understands how a credit rating was arrived at, are relatively minor. 

During the committee process, we made significant progress in limiting the powers of the registrar in terms of site visits and requests for information that aren’t required in terms of this Act. We managed to take out clauses that would have prevented credit rating agencies from limiting their own liability through individual contracts and we removed the ability of the Financial Services Board, FSB, to prescribe rules around rating assumptions. 

So, the bottom line is that we will vote in favour of this Bill now. But we most certainly wouldn’t have supported it in the form in which it came to our committee. That we now do so, as the DA, is credit to the hard work of the Standing Committee on Finance in fixing this Bill. I thank you. [Applause.]

Mr N J J KOORNHOF: House Chair, many commentators were concerned that this industry would be subject to disproportionate regulation, given the small size of the industry and because government is not happy with the series of downgrades we have seen recently, but that is not the case.

This legislation is in line with what is happening elsewhere in the world, and specifically in the European Union. It is important for South Africa to remain the leader on the continent of Africa and to keep up with its regulatory framework. It is also in line with the G20 requirements.

However, at the introduction of the Bill, some concerns were valid and the committee dealt with them quite effectively. It was a little bit unfair towards the committee to be confronted with an industry whose modus operandi was not fully understood at the beginning. The legislation is now definitely in better shape after committee deliberations.

It is no secret that the Finance Minister is not a fan of credit rating agencies, or rather, let me say, their ratings or findings, and because of this the proposed legislation was perceived to be a reaction from the Treasury to contain their operations in South Africa, and we saw that a little bit when it was introduced. I want to say, I don’t think that was the case, and that is not what the legislation was all about.

Sovereign rating downgrades are a serious matter, and so is a downgrade of any other investment house, and to allow the industry to perform this function without a proper framework would be unfair and out of sync with what is happening elsewhere in the world.

After the worldwide economic crisis, everything is different; credit rating agencies could not escape this fact. This new framework recognises the important role played by them, and their job must be done professionally and without fear. Cope shall support the legislation.

Dr M G ORIANI-AMBROSINI: Hon House Chairman, in spite of the very valuable amendments made by the committee, we have very strong reservations about this Bill. As the hon Mufamadi indicated, this Bill is about to be passed in a rush, or rather in a short time, and that is to comply with what has become an international standard. In our opinion, there has not been sufficient assessment of our national interests in complying with that international standard, or at least in complying as fast as we are doing, rather than delaying for a little longer.

The harsh fact is that if one looks at all the countries that have adopted similar legislation, within a matter of months before or after the adoption of that legislation, they had their sovereign debt downgraded, as happened in South Africa a few weeks ago. Why? It is because this piece of legislation creates a liability on the credit rating agencies in giving an opinion and controls opinion-making. If that opinion turns out to be wrong, they are liable at the corporate level. This therefore forces credit rating agencies to be conservative.

What has not been adjusted on the other side of the equation is the extensive regulation which requires regulated investment agencies and funds to only purchase triple-A paper. So, we have a situation in which the one Bill forces the downgrading while the existing legislation maintains a standard that will become increasingly difficult for both institutional and private investors to meet. This will create another contraction within the market and the continuing possibility of further reduction within the financial markets. We thought it would have been more appropriate to have the legislation ready and to wait for further developments, delaying a few months - perhaps a year - to take full advantage of South Africa continuing to have triple A-rated sovereign bonds. [Time expired.] Thank you.

Mr S N SWART: Hon Chairperson, credit rating agencies have been criticised for their role in the global financial crisis. They were blamed, inter alia, for failing to detect the worsening financial market conditions and to adapt their ratings timeously; failing to adapt to the new risks of the credit market, as well as some of them lowering their ratings due to pressure introduced by competition; and contributing to the crisis because of poor quality of some of the ratings of structured financial instruments.

Now, the G20 response to the financial crisis recommended that credit rating agencies whose ratings are used for regulatory purposes should be subjected to a regulatory oversight regime that includes registration. 

Why is this? Credit rating agencies issue opinions on the creditworthiness of a particular issuer of a financial instrument or the likelihood that an issuer will honour its financial obligations, such as a country, and that is where we have downgrades of sovereign ratings. These opinions carry considerable weight in financial markets, both in terms of business practice and regulatory requirements.

This Bill aims to ensure responsible and accountable credit rating agencies and to protect the integrity, transparency and reliability of the whole process and their ratings and to improve investor protection.

The Bill was substantially improved following public submissions on the Bill as introduced. Delictual liability has been watered down and the powers of the registrar and Financial Services Board, FSB, have been limited. Now, it must be stressed that this Bill is not a response to the recent downgrades. The ACDP agrees that sovereign downgrades are a very serious matter and that such credit agencies should be regulated; therefore, we do support this Bill, notwithstanding the reservations expressed by other members and the reservations that we also have. Thank you very much, Chairperson. [Applause.] 

Mr D C ROSS: Hon Chairperson, one of the key issues of the Credit Rating Services Bill is liability, and I would like to speak about the issue of liability. A credit rating agency’s relationship with an issuer is governed by the terms of a contract, entered into between sophisticated parties and which should govern the liability arrangement between those two parties, without legislative interference.

It should be remembered that this Bill gives the Financial Services Board significant regulatory powers to enforce the resulting regulatory framework, including the power to withdraw the registration of a credit rating agency.

A simplified liability clause was adopted stating in terms of section 19(1) of the draft Bill that a credit rating agency, CRA, may be held delictually liable to an investor or a member of the public, in respect of a credit rating issued or credit rating service performed, for any loss, damage or costs sustained as a result of such credit rating or credit rating service.

Credit rating agencies have never before been the direct subject of legislation. The position is, however, about to change with this Credit Rating Services Bill 8 of 2012. 

While many of our proposals to amend the liability clauses in section 19, we are pleased to announce, were adopted, we remain concerned that the legislation as it stands provides a disincentive for credit rating agencies to provide credit ratings. This could lead to a reduction in the amount of information available in the market to investors, rather than increasing the accuracy of credit ratings.

The liability provisions in the Bill should have been tailored to limit the liability of credit ratings to cases where there was either intentional error or gross negligence in the formulation of ratings, and not simply when credit rating agencies issue a credit rating. Thank you. [Applause.]

Ms L H ADAMS: Hon House Chair, hon Ministers, hon members, comrades and guests, acknowledgement of the triple challenges of poverty, unemployment and inequality means that all efforts must be focused on how South Africa’s economy can be changed for the better. 

It is a credit to the ANC that between 1994 and 2009, the economy achieved sustained growth, albeit at a low level. Fiscal prudence ensured government debt was consistently serviced and reduced while the budget deficit was reduced steadily. The cost was very low capital investment in infrastructure. However, the credibility of the new government ensured favourable ratings and access to the world’s financial markets. 

At present, the performance of our economy reflects the recession in the global economy, especially the eurozone. But our leaders in the ANC have done remarkably well to strengthen our trade links with the developing economies in the East, especially given the difficulties facing many world leaders. The financial services sector is at the heart of the South African economy and touches the life of each and every citizen. Financial services allow people to make daily economic transactions, save and preserve wealth to meet future aspirations and retirement needs, and insure against personal disaster. 

Given the need for higher economic growth and job creation, it is imperative to ensure that the South African financial system remains competitive and that it is made safer through regulation that follows global best practice, but always bearing in mind the specific circumstances of our own economy. 

Credit rating agencies serve an important purpose in the capital markets. They assist borrowers to access capital from public capital markets or private loan markets. Their primary duty, without regard to their revenues or business, is to conduct diligent, systematic, independent analysis and provide intelligent, readable, informative and timely reports and opinions about creditworthiness of borrowers to potential lenders. If I may add to this list of requirements, it should, above all, be honest and fair. 

Any weaknesses in the system can generate uncertainty and exacerbate volatile markets, which can trigger general financial instability. The cost of capital for government, companies and individuals rises on all levels and reduces disposable income. In other words, people will have less money to spend, and economic growth will drop considerably. This also means fewer jobs, less domestic investment, less foreign direct investment and less risk-taking by capital. 

It has been said that, in the run-up to the eurozone financial crisis, credit rating agencies often gave top-class ratings to complex financial instruments that later proved to be almost worthless, meaning immense losses for financial institutions, many of which had to be bailed out by the taxpayer. 

Following the credit crisis, with the value and relevance of credit rating being called into question, the ANC government has wisely put forward the Credit Rating Services Bill to raise standards of independence, diligence, codes of conduct and internal controls for credit rating agencies. It also specifies that credit rating agencies bear financial liability. 

Credit rating agencies are important financial market participants and need to be subject to an appropriate legal framework that requires them to comply with rigorous rules of conduct in order to mitigate possible conflicts of interest, to ensure high quality and sufficient transparency of ratings and the rating process. 

The Credit Rating Services Bill aims to introduce standards of care, diligence and process, and to ensure the independence of rating agencies in South Africa and public ratings in this country. It raises several bars, including the adoption of codes of conduct, the introduction of compliance departments, requirements to submit information to regulators and to get regulatory approval, and general statements of the credit rating agencies’ duties. 

The Bill proposes that credit rating agencies will have to register with the Financial Services Board, FSB, which, before it registers an agency, will be entitled to ask questions about its ownership and organisational structure, corporate governance, resources and expertise to perform credit rating services – information that is currently unavailable to lenders. The FSB will be able to suspend or cancel the registration of an agency that no longer meets the conditions under which it was registered. 

The Bill furthermore proposes that an agency will be liable to compensate an investor for the ratings it issues, if it can be proved that the agency did not do a proper job or was materially conflicted in formulating a rating. The senior management of a rating agency will have to meet fit and proper requirements set by the FSB. 

Credit rating agencies will be obliged to, amongst other things: ensure that at all times they have the necessary knowledge and experience to issue credit ratings; manage and disclose any conflicts of interest that agencies and their analysts or employees have; use rigorous methodologies that, along with the key assumptions of their ratings, are reviewed regularly to ensure that they are appropriate; publish ratings with their key underlying elements, their attributes and limitations, as well as the practices, procedures, methodologies, model and key assumptions that agencies use when rating credit; and monitor their ratings regularly and publish any decision to discontinue a rating timeously. 

There were a number of comments relating to the scope and application of the Bill. I refer specifically to the concern expressed that the South African credit rating services industry would be subject to disproportionate regulation, given the small size of the industry in South Africa. The ANC does not agree. As a matter of fact, the intention with regard to the use of approved external credit rating agencies could be even more explicitly stated. 

Some commentators also noted the strategic objectives of the international credit rating agencies to expand into Africa, using Johannesburg as a base, and for the smaller rating agencies to grow business to ensure a competitive and growing industry. As the ANC, we are of the view that, given that many of the rating agencies plan to actually increase the size of their South African offices, this Bill balances the need for good regulation with the need to support the growth of the industry. 

As we approach the end of the second decade of the ANC’s democratic government, we must be conscious of the fact that despite all of the achievements made thus far, we are still faced with the huge responsibility of accomplishing unfulfilled tasks for the majority of the millions of South Africans. The 1994 democratic breakthrough provided the ANC with the opportunity to pursue economic policies, which hold inclusive growth, development and wealth distribution at their core, in order to bridge the inexorable gap between the rich and the poor, the haves and the have-nots within our country. 

Much has been done, and so much more remains to be done. Therefore, the ANC cannot allow grading systems to virtually destroy what has been built up to now, through processes without sufficient standards of care and diligent processes. The ANC supports the Credit Rating Services Bill. I thank you. [Applause.]

The MINISTER OF FINANCE: Hon Chairperson, let me thank all members for their contribution and the committee for its support for this Bill. Hon Mufamadi, hon Adams, hon Koornhof and hon Swart in particular have very clearly explained the rationale which requires us to put this Bill before the House. 

Regrettably, hon Harris still has a kind of dinosaur element to his thinking. For his and for his party’s benefit, let me explain once again why we require a Bill like this on credit rating agencies. We require a Bill like this on credit rating agencies in order to have certainty, consistency, a clear legislative framework and, above all, harmonisation of our legislation with international trends and commitments that we have actually made. 

Let us also remind ourselves, as speakers and hon members have done, that credit rating agencies and their challenges came to the fore for the first time in almost 110 years in 2008-09, when the financial crisis hit the globe. As speakers have pointed out, they came to the fore because they had misread the risks involved in subprime lending, subprime lending products and the derivatives that emerged from subprime lending, which gave us the recession, not only in the United States and Europe, but also in our own country. We seem to forget that we have still not recovered from the impact of the recession and that we still have a long way to go. 

We are members of the G20 and we participate in the global Financial Stability Board. We have an obligation in respect of developments that are taking place in this regard, all of which are a reaction to the global crisis that we are confronted with. More important is the realisation that, for about 20 years before the crisis, the world had fallen asleep. It had begun to believe in an ideology which said, as the hon Harris said, that we needed a much lighter touch.
It is this lighter touch that got the globe into trouble, put the regulators to sleep, and allowed them to become captive to certain interests in the financial markets. Everything that we are seeing before us, and the great work that is happening in the G20 and the Financial Stability Board, is in fact exactly opposite to the lighter touch approach. It is now beginning to compensate for 20 to 30 years of misapplication of the regulatory approach in this particular regard. 

South Africa is fully aligned and its approach is fully harmonised with international developments and commitments. South Africa is the first country in Africa to pass this legislation and to create the kind of legislative certainty that we require within our own situation. We must dismiss any idea that credit rating agencies will have their independence interfered with. The legislation takes care of that. 

There is a difference between independence on the one hand and accountability on the other. What we are saying is that you are independent, make up your own mind, and give your own rulings. We have the democratic right to disagree with you when you do so. At the same time, what this legislation does is to ensure that we have proper accountability to an independent regulator in the form of the Financial Services Board, FSB, in South Africa. 

In fact, what we have done through this legislation places us way ahead of many countries around the globe, and indicates to those who want to lend to South Africa and to South African entities, which involve the private sector and the state-owned enterprises - all of whom go and borrow within and outside South Africa - that we fall within the investment grade as far as ratings are concerned. 

Reference was made to the question of draconian powers by the hon Harris. The only question in the committee that was raised by a representative of the Treasury was that sometimes when extreme crises take place within the financial sector, draconian or far-reaching powers are required to actually intervene. Go back to 2008 and the manner in which the United States government had to intervene and you will find that, overnight, they had to find trillions of dollars, print them in the Federal Reserve, make sure that they made them available to the banking system and stopped the crisis from becoming any worse that it actually became. 

If we went through very slow, pedantic processes, the United States would not have been able to stop a depression from setting in, let alone a recession which we were impacted by. We are told by the hon Harris, as well, that there are issues of the cost of compliance. That is a perpetual balance that, as in anything in life, you have to get right. 

How do you fall within the regulatory environment, but also not impose too many costs on compliance? There is no perfect formula or textbook for this. It is experience that will teach us whether we are overstepping or understepping the mark in this particular regard. We are told that the endorsement process is onerous. It is not. All it is saying is that, if you are using a rating that has been provided by an agency outside of the geography of South Africa, that agency must be registered with the Financial Services Board. That’s all - not each rating or opinion being required to be endorsed, as might have been suggested. 

In the last minute and a half, let me also refer to the hon Harris’s rather melodramatic, and I believe unnecessary, remarks about the fiscal framework. To make reference to the fiscal framework and the smoke and mirrors concept is absolutely uncalled for. We are internationally recognised as being first to second in budget transparency. Yet, to score cheap political points, we are using words like “smoke and mirrors”. We are told that we are depending on underspending. All we are doing is estimating a reality. The reality is that entities do underspend. We are anticipating and taking that into account in a transparent way. It is not hidden anywhere. 

He has a complete misunderstanding of contingency, which we repeatedly explained in the committee meeting chaired by the hon Mufamadi. If you like, contingency caters for a surprise element such as floods and natural disasters. In the outer years, contingency also caters for policy initiatives that we can’t anticipate at this point in time; and then the contingency gets absorbed within the normal framework. 

The hon Harris must stop scoring cheap political points. Thank you for your support. [Applause.]

Debate concluded. 

Bill read a second time.

FINANCIAL MARKETS BILL

(Second Reading debate)

Mr T A MUFAMADI: Hon Chairperson, hon members, colleagues and comrades, let me say that the Minister must not expect anything from shadow ministers because they see things in smokescreens, and that is in their nature. The current economic global crisis demonstrates what can go wrong should there be a regulatory failure that allows exploitation of the financial system by people within the system itself in order to manipulate information for greed and selfishness. This conduct is at the centre of the critical weaknesses of the financial system as a whole globally. These kinds of weaknesses create economic instability and have a negative impact on financial markets. 

The Securities Services Act 36 of 2004 has governed the regulation of securities services in South Africa since 2005. The Act primarily focuses on the regulation of securities exchanges, central securities depositories, clearing houses and their respective members. The Act consolidated the South African regulatory framework relating to capital markets and aligned the regulation and supervision of South African financial markets with the then prevailing international developments and regulatory standards.

The developments in the local and international financial markets necessitated a rigorous assessment of the Act to determine the appropriateness and effectiveness of the regulatory approach and framework provided for in the same Act. The Financial Markets Bill was and still is introduced under circumstances that warrant maximum attention by all of us. The Act is introduced at a time when instability of financial markets remains a serious concern and continues to pose economic threats globally. The Bill equally addresses the global financial crisis as recommended by the G20 and is designed to enhance the regulatory framework. 

The Financial Markets Bill is intended to align the South African legislation and regulatory framework with developments and standards in other jurisdictions to enable integration and open the markets to local and foreign market players. Co-operation between various local and foreign regulators will strengthen the ability to detect and act on regulatory contraventions and systemic risk aspects. 

The Bill aims to provide for the licensing and regulation of exchanges, central securities depositories and clearing houses; to regulate and control securities trading and the custody and administration of securities. The Bill further seeks to do the following: strengthen the self-regulatory organisation model of supervision; align financial markets regulation with international best practice; give effect to World Bank and International Monetary Fund financial sector assessment programme recommendations; improve investor protection in cross-border transactions; and align financial market legislation with the wider legislative framework.

An important objective of this Bill is to ensure that there are measures in place to mitigate any future financial crisis that may arise. The so-called regulatory regime that applied internationally and to a lesser extent in South Africa prior to the global financial meltdown in 2007 and 2008, has caused regulatory reviews worldwide as well as within our own borders.

In February 2011, government released its policy document titled A safer financial sector to serve South Africa better, announcing a new approach to regulation that would place systemic stability high on the agenda. This policy document informs some of the new measures contained in the Financial Markets Bill.

As far as market abuse is concerned, new defences and offences have been introduced and removed to deal with insider trading. The defence that a person may deal with inside information because it was in pursuit of an affected transaction, has been removed because the defence is unfair to uninformed sellers before a mandatory offer is made. The defence available to a public sector body in pursuit of monetary policy has also been removed. 

The Financial Markets Bill will open the regulation of securities services in South Africa including securities exchanges, central securities depositories, clearing houses and their respective members. It neatly consolidates the South African regulatory framework for capital markets and aligns the regulation and supervision of South African financial markets with prevailing international developments and regulatory standards.

Through public hearings that the standing committee conducted on 29 May 2012 in particular, we were mindful of the working group of the National Treasury and the Financial Services Board, as well as the Johannesburg Stock Exchange, JSE, and Strate Limited, whose initials on the Bill have certainly assisted the process of understanding some of the complex and technical issues attached to the Bill.

We have effected changes to the original Bill that was tabled in Parliament. The amendments effected have given better clarity on the principles and interpretation of the Bill. However, financial stability is not the only objective. The financial sector needs to do more to support the real economy as the sector has a vital role to play in the ongoing transformation of our society. Our desire to bring a better life to all is a responsibility of not only certain sectors of the economy, but the financial sector remains central to everything that we do in order to create a better life for all.

In the interests of simplicity and legal certainty, it is deemed appropriate to replace the Securities Services Act with the Financial Markets Bill rather than proposing a complex Amendment Bill.

Hon Chairperson and hon members, the ANC supports the Financial Markets Bill. Thank you. [Applause.]

Mr T D HARRIS: Thank you, House Chairperson. The DA supports the replacement of the Securities Services Act 36 of 2004 to better regulate securities exchanges and clearing houses and other related entities, to align South Africa’s regulation with global standards, and to introduce some regulation of derivative trading. 

It is generally accepted that, while the existence of over-the-counter derivatives such as credit default swaps, CDS, did not necessarily cause the global financial crisis, they definitely worsened the crisis by gearing up the losses at institutions like Lehman Brothers and American International Group, AIG.

It must also be noted that South Africa currently ranks number one in the world for the regulation of securities exchanges according to the World Economic Forum, and this law builds on the base of that regulation.  Most industry role-players, including the banks, have broadly welcomed the review of the legislation.

We do, however, have several concerns with the final draft before us today. The first is around the sequencing of this law with the forthcoming overhaul of South Africa’s financial regulation to a twin-peaks model. It was felt by some stakeholders that amending this law now would put the cart before the horse since it would pre-empt some of the decisions that would need to be made in the establishment of the twin-peaks model. We believe there are grounds for their concern.

Secondly, one such decision would be around the relative roles of the Financial Services Board, FSB and the Reserve Bank in the Bill. Under twin-peaks the FSB is intended to handle issues of market conduct, but much of the content of this law does not deal with market conduct. So, in a way, it is expanding the FSB’s mandate before the twin-peaks reforms are fully designed.

Thirdly, the objects of the Bill seem to underplay the role of competition in financial regulation. There should always be a balance between the promotion of competition and the preservation of stability in financial regulation. This Bill stops short of highlighting the promotion of competition in the objects of the Bill. 

Fourthly, we think the Bill could go further in specifying how conflicts of interest can and should be resolved. In particular the functions of the Registrar should have been amended to highlight this, and section 62 should have been amended to provide for independent assessments of potential conflicts of interest within market infrastructure.

Lastly, Parliament’s role in overseeing the regulations should have been enhanced. Our Standing Committee on Finance heard various opinions on the powers of parliamentary committees when it comes to regulations that are tabled in terms of this legislation. The most convincing of them called for an enhanced role for the committee in signing off or approving certain regulations. These amendments were, however, not supported. Nevertheless, despite these reservations we do support the legislation.

If I may respond to the Finance Minister’s accusation that I was scoring cheap political points, on the contrary, I believe that my speech on the Fiscal Framework was simply revolving around some analysis of the numbers. I'm sorry that the Minister got so sensitive about it. I referred to smoke and mirrors because there is, indeed, an illusion in the so-called spending freeze. 

In order to achieve the spending freeze, the government had to call in the contingency reserve, and bank on underspending by departments. Spending is actually up by R11,5 billion. That R11,5 billion is driven mainly by the additional R5,5 billion that is being spent on Public Service salaries because the wage settlement came in considerably higher than the 5% limit that the Finance Minister imposed in his February budget. 

In fact, I hope that the House will see that there are some smoke and mirrors inherent in that illusion, simply because in order to balance out the additional spending, and to achieve a spending freeze, which the DA supports, we had to jig some numbers around to pay for the additional amounts that Cosatu and Cosatu-aligned unions managed to negotiate up, in spite of the Finance Minister’s commitment to constraining those increases in salaries to 5%. [Time expired.] [Applause.]
Mr N J J KOORNHOF: Thank you, House Chair. This Bill seeks to replace the Securities Services Act and it is of a very technical nature. This is also a direct consequence of the global financial crisis which demanded a review of effectiveness of the regulatory approach and framework that has so far been provided from all countries.

Against this background, a review was undertaken and culminated in this legislation. South Africa was saved by timeous and proper legislation in the financial sector. One can never be too complimentary towards the Treasury’s proactive support, which saved us from disasters similar to those which occurred in Europe and the United States. Increasing and maintaining the confidence in the South African financial markets remains a key role to be played by the Treasury. 

By introducing this Bill, the South African financial sector is steaming ahead on the right path. This Bill is all about the protection of regulated persons and clients. The problem arises when such persons are doing business in the financial sector but are not regulated. Hon Minister, the inability of the Financial Services Board to effectively deal with an unregulated industry is a problem and cannot be ignored any more. How many Ponzi schemes do we want in South Africa before we shall see proper legislation to give all the powers to the FSB to stop these schemes in their tracks? 

The Treasury cannot ignore this any longer. South Africa deserves a far more vigilant, effective and fast-moving Financial Services Board to crack down on illegal activities that are undermining the financial sector and the confidence of the public. Cope shall support the legislation. [Applause.]

Dr M G ORIANI-AMBROSINI: Hon Chair, this is another of those Bills that we must pass to bring ourselves in line, and by all accounts, from what we understand, it is supposed to be a good Bill. Our concern is that our understanding of this Bill and how it will, in fact, be implemented, is limited. 

Some of my colleagues on the right may raise their voices and say: Your understanding is limited because you haven’t studied it well, you haven’t listened well, and you haven’t done sufficient work. This is a Bill that runs to over 75 pages of extremely technical material, most of which empowers several organs of state to adopt several layers of additional technical materials and forms, regulations, directives and ... [Interjections]. Yes, Mr Jeffery, I’ve read it, and if you want to come with me on TV, we can have an exchange on our respective understanding of the legislation - between you and I or any of your colleagues. I dare you to do it and see who really understands what we are adopting, Mr Jeffery. 

This Bill has been passed by Parliament at extreme speed, and it has happened when there was a sense that the banks, the financial markets and the Reserve Bank were satisfied with it. 

I tried to follow the public’s submissions and have a clear sense that the balance of representation was not complete before the committee. There is more – I would have liked to know more and would have liked to have more attentive understanding and deliberation of this Bill, but that has not happened. So, with the benefit of such limited understanding and with the ignorance of which the Minister will undoubtedly accuse me, we are in the position of supporting this Bill.

Mr S N SWART: House Chair, the Financial Markets Bill replaces the Securities Services Act of 2004. Now just to sketch the picture, the previous Act consolidated the South African regulatory framework related to capital markets and aligned the regulation and supervision of South African financial markets with the then prevailing international developments and regulatory standards. 

As we know, local and international developments and the recent global financial crisis and implementation challenges required a review of the regulatory approach and the framework, and that is provided for in this Bill. This, clearly, the ACDP supports. This Bill aims to increase confidence in the South African financial markets by requiring that securities services be provided in a fair, efficient and transparent manner. Hopefully, we will not have these Ponzi schemes when this Bill is further implemented and the capacity of the FSB is improved.

This will contribute to the maintenance of a stable financial market environment, which we clearly support, and it is a great achievement that we are rated number one in the regulatory area internationally. The ACDP particularly welcomes the stringent measures to prevent market abuse by closing loopholes that currently exist. Now, the provisions against insider trading have been strengthened to include an offence of dealing for an insider, where the person dealing is not necessarily that insider trading.

We also welcome the substantial increase in the maximum penalties that can be imposed, both administratively and by the courts, following our intervention in this regard, as well as the provisions for compensation where that should be paid to victims. We trust that these provisions will deal decisively with the various forms of market abuse that do occur. The ACDP will support this Bill. Thank you. [Applause.] 

Mr D C ROSS: Hon House Chair, the Financial Markets Bill, which aims to update the regulation and supervision of securities services, will replace the existing Securities Services Act, which came into effect in 2005. Instead of introducing a raft of complex amendments, the Treasury decided to draft an entirely new Bill in the interests of simplicity and legal certainty, and we do support that, as the chairperson of the committee indicated.

A review of existing regulations highlighted a number of critical provisions that must be given effect to in legislation, to ensure that the integrity of the regulatory framework of South African financial markets is maintained. This is an effort to provide greater transparency in respect of prices, information and other elements of over-the-counter derivatives markets. This is indeed much-needed regulation.

As a member of the G20, South Africa is also committed to the recommendations, to ensure that there are measures in place to mitigate any future financial crises that may arise.  The Bill promotes the protection of regulated persons and clients; reduces systemic risks; and promotes competition in securities services and international competitiveness.

On market abuse, new defences and offences have been introduced to deal with insider trading, and that is also very important. As the hon Harris has indicated previously, in the process going forward in 2013 the twin-peaks architecture Bill will establish a new market conduct regulator, shifting prudential regulation to the Reserve Bank. We have concerns that the tabling of the Financial Markets Bill may be putting the cart before the horse, as there is a strong case to be made that the twin-peaks Bill should have been the first in the sequence.

The DA proposed several additional amendments to the Bill, including adding a commitment to the promotion of competition to the objects of the Act, which underplay the role of competition in financial regulation. We have to realise that there is an inherent balance between the promotion of competition and the preservation of stability in financial regulation. But the current Bill stopped short of highlighting the promotion of competition in the objects.

Despite these concerns, the Bill will add significant value to the financial sector. We also recognise that the issues listed above are relatively marginal and that the Bill is an improvement on our existing legislation. Thank you.

Ms J TSHABALALA: Hon Chairperson, hon Minister of Finance, hon Deputy Minister of Finance in absentia, hon Members of Parliament, and distinguished guests, firstly, let me start by congratulating the Reserve Bank on the said achievements of producing the notes with the former President, Tata Nelson Rolihlahla Mandela, together with five animals. [Applause.] They are set to be issued next Tuesday. Really, this type of gesture, as and when it happens, makes one realise that South Africa is indeed moving forward and the future could not be brighter.

From a policy perspective, it is important to have the authority to regulate the market infrastructure in a way that is relevant to the way it brings risks to the markets. The ANC has done more than most political parties when it comes to combating unethical behaviour through ideological debates and direction, regulation, legislation and public watchdog bodies. The domestic capital markets play a fundamental role in allocating domestic and foreign savings towards South African investment requirements.

One of the key objectives of the Bill is to ensure that there are measures in place to mitigate any future financial crisis that may arise. The Bill seeks to rationalise South Africa’s securities regulatory framework and to bring it in line with the international best practices as set out by the International Organisation of Securities Commission. 

It is also pursued to provide an enabling framework for regulations that should give effect to South Africa’s G20 commitments on financial sectors regulatory reform following the global financial crisis. As a result of the 2008 international financial crisis, South Africa’s economy lost nearly 1 million jobs, although it had microeconomic policy fundamentals that made for a robust financial regulatory framework before the crisis itself. 
The ANC’s approach to the question of the role of business is informed, first and foremost, by the character of transformation projects we are undertaking. Indeed, in the context of its call for the people to share in the country’s wealth, and for the land to be shared among those who work it, the Freedom Charter also asserts:

All people shall have equal rights to trade where they choose, to manufacture and to enter all trades, crafts and professions.

This, it can be argued, applies to all societies, leaders and members of the ANC. The issue, therefore, is not whether members and leaders of the ANC have the right to or not; the question is how they exercise the right, and what implications that has for the movement and for society as a whole. 

The Financial Markets Bill is intended to align South Africa’s legislation and regulatory framework with developments and standards in other jurisdictions to enable integration and to open the market to local and foreign market players. President Jacob Gedleyihlekisa Zuma has committed this country to a global regulatory reform programme which includes a stronger regulatory framework with more effective supervision, improved crisis resolution and enhanced accountability through international assessments and peer reviews. These commitments are translated into four policy priorities, being financial stability; consumer protection; sound market conduct and expanding access through financial inclusion; and combating financial crime such as money laundering, etcetera.

The co-operation between several local and foreign regulators should strengthen the ability to detect and act on regulatory contraventions and systemic risk aspects. There is a need for an all-inclusive approach to regulate the financial sector in South Africa. Given the global nature of financial markets, it is imperative that the Bill strikes an appropriate balance between domestic regulators and sufficient powers to oversight and supervision to manage risks within the domestic market. In finding this balance, it is important to recognise the relative size of South African financial markets in comparison to other markets, as well as the need for global harmonisation of regulation in line with the commitments made by the G20.

The regulation derivatives are complex and many countries are currently debating an appropriate regulatory framework. The ANC and its government adopted an approach to develop a detailed regulatory framework for derivatives in South Africa in a consultative manner. The ANC welcomes the role given to the Minister of Finance and the Governor of the Reserve Bank in respect of regulating this area. There are currently a number of licensing authorities such as the Financial Advisory and Intermediary Services Act, FAIS, the Finance Intelligence Centre Act, Fica, the insurance Ombudsman, licensed compliance officers, and various licences under the Banks Act. The Bill is aligned with the already existing licensing procedure. 

The regulation of financial markets in South Africa does not have to be isolated from the rest of the financial sector. The Banks Act and the Financial Markets Bill should be closely aligned so that South Africa does not face problems of system risk. It is the ANC government that speaks to the local regulatory framework that should be aligned with the international standards, while appreciation should be had for the fact that it is essential to adapt international standards to local conditions. While aligning financial market legislation with the wider legislation framework, consideration of national priorities and differences should be taken into account to ensure that international standards are implemented with a robust framework, but with appropriate flexibility so as not to unfairly prejudice South Africa’s well regulated banking system or stifle economic development, while combating fraudulent practices including insider trading and the misuse of client assets. 

It should compel an intermediary to get the necessary authorisation from the Financial Services Board, FSB, before it starts rendering services. These intermediaries should comply with standards set by the regulators with regard to governance, transparency and disclosure requirements as supported by the comprehensive supervisory system of the inspection and surveillance compliance programme. The view is supported that relative to other consumer-orientated sectors, the financial services sector should be held to a higher standard with regard to market conduct and consumer protection. 

Effective market conduct regulation of financial services therefore requires a sound response to risks that arise from investors. Broad consumer protection mechanisms afforded through legislative instruments like the Consumer Protection Act, Act 68 of 2008, may not sufficiently deal with the complicated structures of the financial services sector and capital markets in particular. This means that financial services regulation must necessarily fill these gaps. I am very happy to realise that the entire opposition also supports this Bill. That being said, I therefore thank you. The ANC supports this Bill. 

Ndo livhuwa. Aa! [Thank you.] [Applause.]
The MINISTER OF FINANCE: Chairperson, much of what we have to say has been covered. Let me once again thank the hon Mufamadi and the Standing Committee on Finance for the excellent piece of work that they have done in a very complex set of areas. We said the government envisions to introduce the “twin-peaks model”, which separates prudential regulation from market conduct regulation. We will have more comprehensive legislation on the “twin-peaks model” in 2013, once the more recent discussion paper has been shared with everyone. 

As many of the hon members have pointed out, we are doing another piece of work, which is, firstly, consistent with global developments. Secondly, as the hon Ross and the hon Mufamadi have pointed out, we have made the wise choice of putting together a new Bill instead of having a multiplicity of amendments. We thank them for their support. 

As hon Koornhof has pointed out, this is indeed part of the proactive approach that the Treasury has been utilising to make sure that South Africa remains on the front foot. 

The hon Koornhof has made an important point about increasing the capacity of the Financial Services Board, FSB, which is an institution that has a multiplicity of very important responsibilities in relation to the financial markets. There is work in progress whereby we will try - be it Ponzi schemes or others - to ensure that we have enough of an enforcement capability. However, I think we all know that the financial sector is a very innovative and creative sector. There is no way in which anybody can anticipate all of the developments that take place in this sector. Nonetheless, we must do our best to move on. 

I want to disappoint the hon Ambrosini. I am not going to accuse him of ignorance, as we understand some of his reservations. When he is available, we would certainly like to have our officials interact with him so that he can get to know more, as he had said. We understand that you have many responsibilities. However, I believe that there were six or eight committee meetings in which this legislation was discussed, and we understand that you were not able to attend all of them. So, let me make some special arrangements for you.

Hon Swart, again, thank you for your very constructive and helpful approach. Many of the issues that you have mentioned, such as insider trading, are certainly issues that have now been taken care of. 

In many of the areas, I think what is important for us to realise as hon members, as I have said, is that the financial markets are very adroit, very agile, and very innovative. No sooner will we have put this legislation in place, than six months later we will discover new things, which will require, once again, either legislative or some other steps to be taken in order to adapt to the new environment. 

One example is the regulation of over-the-counter derivatives, for instance. In this case again, the Group of 20, the G20, and the Financial Stability Board, the FSB, have done some excellent work at a global level. However, monitoring every derivative is a difficult task. Part of the objective, in this legislation and globally, is to make the trade in derivatives as transparent as possible, and so to describe them, rather than referring to them as over-the-counter, and to have some clearing houses for derivatives trades themselves. 

Finally, the hon Tshabalala has again picked up the theme of derivatives and their complexity, and the importance of controlling and combating unethical behaviour. 

We hope that, like the previous Bill, this Bill would also provide certainty and a clear framework within which to work. This is only the beginning of a longer journey that we are going to undertake. 

I am sure that there are other pieces of work, such as the work that is being done on the self-regulating organisation element, which we will come back to Parliament on. Once again, thanks to all of the hon members for their support. [Applause.]

Debate concluded.

Question put: That the Bill be read a second time.

Mrs M T KUBAYI: House Chair, I would like to request that the decision on the Order that is before us be postponed to the next sitting of the House, which is next week Tuesday.

Mrs S V KALYAN: Madam House Chair, I would like to know what the reason for that request would be.

The HOUSE CHAIRPERSON (Mrs F Hajaig): In terms of section 76 of the Rules, when a debate on a question has been concluded in this House, as has been the case in this regard, the Presiding Officer may postpone the decision on the question; and on that basis, I am postponing the decision. [Applause.]

Mrs S V KALYAN: Madam Chair, are you saying that instead of providing a reason for it, you are just going to quote a Rule? 

The HOUSE CHAIRPERSON (Mrs F Hajaig): Yes.

Mrs S V KALYAN: Is it possible that the reason could be that there is no quorum in this House? Is that the reason?
The HOUSE CHAIRPERSON (Mrs F Hajaig): Mrs Kalyan, that may or may not be the reason. Shall we then carry on with the business of the day, please? The secretary will read the Fourth Order of the Day.

CONSIDERATION OF REQUEST FOR APPROVAL BY PARLIAMENT OF AGREEMENT AMENDING FOR THE SECOND TIME THE COTONOU PARTNERSHIP AGREEMENT: AGREEMENT AMENDING FOR THE SECOND TIME THE PARTNERSHIP AGREEMENT BETWEEN THE MEMBERS OF THE AFRICAN, CARIBBEAN AND PACIFIC GROUP OF STATES, OF THE ONE PART, AND THE EUROPEAN COMMUNITY AND ITS MEMBER STATES, OF THE OTHER PART IN TERMS OF SECTION 231(2) OF THE CONSTITUTION

Mr H T MAGAMA: House Chair, hon members, the Cotonou Partnership Agreement is the most comprehensive partnership agreement between developing countries and the European Union, EU. Since 2000 it has been the framework for the EU’s relations with 79 countries from Africa, the Caribbean and Pacific, ACP, regions. 

Its first revision took place in 2005 and prepared the ground for the 2007 to 2013 financial framework of development assistance. This agreement therefore will be reviewed every five years.

On 19 March the European Commission and the ACP group of 70 states concluded and initialled the text of the second revision of the Cotonou Partnership Agreement.

This revised text adapts the EU-ACP Partnership Agreement to include current global challenges such as climate change, food security, regional integration, state fragility and aid effectiveness. It also focuses on the importance of regional integration for ACP countries to assist them in their economic and sustainable growth. 

The agreement, in particular the second revision, takes into consideration the growing importance of regional integration in ACP countries and in EU-ACP relations; the need to foster closer co-operation for peace and security; and, of course the growing interest of promoting growth and tackling cross-border challenges. 

It further recognises the continental dimension of Africa, and the AU becomes a partner of this EU-ACP relationship. 

It further acknowledges the interdependence between security and development through the promotion of joint co-operation on security threats, the development of a comprehensive approach combining diplomacy, security and development co-operation for situations of state fragility.
It further promotes joint co-operation approaches in dealing with major challenges to meeting the Millennium Development Goals, MDGs, which relate to food security, issues of HIV/Aids and sustainability of fisheries and, indeed, their importance in sustainable development, growth and poverty reduction across the globe. 

The parties have also committed to raising the profile of climate change in their development co-operation and to supporting ACP-EU efforts in mitigating and adapting to its effects. 

It highlights the challenges that ACP countries face in integrating better into the world economy, in particular the effects of preference erosion. It therefore underlines the importance of trade adaptation strategies and aid for trade. 

More significantly, this second revision clearly recognises the role of national parliaments, local authorities, civil society and the private sector. It will also be instrumental in putting into practice internationally agreed aid effectiveness principles as agreed at the last international aid effectiveness conference. 

The ACP-EU Partnership Agreement was signed in June 2010 initially in Ouagadougou, Burkina Faso. Our Minister signed on our behalf in Brussels. 

Now having said all this, South Africa should, nonetheless, continue to affirm its viewpoint to the effect that the EU should commit and complement its drive for nonproliferation of small arms and weapons of mass destruction with a responsibility and commitment to complete disarmament.
This standpoint was expressed by the committee during the first amendment debate and also during the review of the Trade, Development and Co-operation Agreement, TDCA, in 2010. Consequently, the committee again approved and urged the department to reserve South Africa’s position in this regard, in line with the position we took earlier, but also in line with our commitment as a country to nuclear disarmament.

We commend this report to the House and ask for the approval of Parliament for the treaty. Thank you. 

There was no debate. 

Agreement amending for the second time the Cotonou Partnership Agreement: Agreement amending for the second time the Partnership Agreement between the Members of the African, Caribbean and Pacific Group of States, of the one part, and the European Community and its Member States of the other part, approved.

CONSIDERATION OF FIRST REPORT OF COMMITTEE ON PUBLIC ACCOUNTS ON REPORT OF INDEPENDENT AUDITORS ON 2009/10 FINANCIAL STATEMENTS OF BOTSHELO WATER

CONSIDERATION OF SECOND REPORT OF COMMITTEE ON PUBLIC ACCOUNTS ON REPORT OF INDEPENDENT AUDITORS ON 2009/10 FINANCIAL STATEMENTS OF BUSHBUCKRIDGE WATER

CONSIDERATION OF THIRD REPORT OF COMMITTEE ON PUBLIC ACCOUNTS ON REPORT OF INDEPENDENT AUDITORS ON 2009/10 FINANCIAL STATEMENTS ON MAGALIES WATER

CONSIDERATION OF SIXTH REPORT OF COMMITTEE ON PUBLIC ACCOUNTS ON ANNUAL REPORT AND FINANCIAL STATEMENTS OF TRANSNET AND REPORT OF INDEPENDENT AUDITORS ON 2010/11 FINANCIAL YEAR
CONSIDERATION OF FIFTEENTH REPORT OF COMMITTEE ON PUBLIC ACCOUNTS ON ANNUAL REPORT AND FINANCIAL STATEMENTS OF DEPARTMENT OF MINERAL RESOURCES AND REPORT OF AUDITOR-GENERAL ON 2010/11 FINANCIAL YEAR

CONSIDERATION OF SIXTEENTH REPORT OF COMMITTEE ON PUBLIC ACCOUNTS ON ANNUAL REPORTS AND FINANCIAL STATEMENTS OF DEPARTMENT OF LABOUR AND SHELTERED EMPLOYMENT FACTORIES AND REPORT OF AUDITOR-GENERAL ON 2010/11 FINANCIAL YEAR

Mr N T GODI: Comrades and hon members, we are presenting, as they appear on the Order Paper, reports of the committee on the Department of Mineral Resources and the Department of Labour and its entities, the Sheltered Employment Factories, as well as Transnet and the Magalies, Bushbuckridge and Botshelo Water Boards. We are disappointed that the Department of Mineral Resources had a qualified audit. Although the Department of Labour’s one was unqualified, it did have very significant emphasis of matter that warranted a hearing. 
The findings that were issues of discussion between ourselves and them and that form part of the issues we’ve raised include poor accounting records; misstatements of receivables; lack of supporting documentation; non-collection or undercollection of revenue; noncompliance with regulatory requirements; contravention of supply chain management processes; and other issues. Part of our recommendations deal with the need to ensure that there are proper governance policies and systems, that proper record keeping systems are developed, implemented and monitored, and that there is compliance with regulatory requirements, as well as ensuring that appropriately skilled personnel are appointed, especially in the finance sections. 
The entities called the Sheltered Employment Factories have remained and functioned as they were conceived many decades ago. However, we are happy that the current CEO, Silumko Nondwangu, seemed to have a proper understanding of the challenges and the transformatory trajectory that needs to be followed to change and turn around that institution. However, there are still a number of challenges, and we believe it will take some time to get it exactly where it’s supposed to be. 
There were challenges around issues of nondisclosure of certain items such as operating leases, poor accounting records, no supporting documentation, irregular expenditure, as well as fruitless and wasteful expenditure. These challenges also applied to Transnet and I think that there are issues around Transnet that we would definitely, as a committee, need to pursue, because some of the information that they gave to us during the hearing has subsequently been proven not to have necessarily been correct. We do believe that the need to strengthen internal controls and ensure monitoring of compliance with policy and procedures will be very important, not only for the Sheltered Employment Factories but also for Transnet. We are ensuring that disciplinary measures are taken against employees that have been responsible for irregular expenditure as well as fruitless and wasteful expenditure, which, in the case of Transnet, amounted to very high amounts, billions of rand. 
As for the Water Boards, they all had qualified audits, and one is not certain whether there is a need for a policy review because certainly the capacity of some of these Water Boards to actually get things right is highly circumscribed, except for the Bushbuckridge Water Board, but not limited to it - the issues around going concern and the debt that the municipality has vis-a-vis the board. If that is not addressed, it will seriously threaten the ability of that board to function. But equally, if you look at the Botshelo Water Board you get a sense that some of the people at the helm of that water board really have no idea of what they are supposed to do and lack a sense of commitment towards ensuring that water services are provided to the communities. We have, in these reports, added the quarterly reporting requirements. Like I said on Tuesday, from our side as a committee we have planned carefully in terms of being able to pursue these timeframes. We will, however, still rely on the Speaker’s Office to ensure that decisions taken by this House, especially around timeframes, are respected. I do want to add, however, that as a committee we are equally committed to ensuring that we bring before the House for adoption, and also for debate and discussion, reports of departments and entities that got unqualified audits, including those that got clean audits, because the assumption is that we don’t have departments and even entities that perform well, that have clean audits. We would want to bring them to the House in order that they be adopted and debated, so that we can start to see what is the balance between those who are doing well and those who are not doing well. 
Lastly, I would also like to add that we believe, as Scopa, that the need to have a structured way of co-operation between ourselves and the other committees can have a positive bearing in ensuring that some of the challenges that we have identified are addressed, not only by ourselves but also in the interaction of the departments and the entities with the other committees. I want to present the reports for adoption by the House.

The ACTING DEPUTY CHIEF WHIP OF THE MAJORITY PARTY: Chairperson, I move:

That the Reports be adopted.

The HOUSE CHAIRPERSON (Mrs F Hajaig): Requests for declarations of vote have been received.  I will now allow up to three minutes for one member of each political party wishing to make a declaration of vote.
Declarations of vote:

Mrs J D KILIAN: Chairperson, it is that time of the year again and I actually feel very sorry for hon Godi and the members of the public accounts committee, who sit for many, many hours scrutinising the accounts of many departments, and come before this House to present their reports. They do very extensive work and I do not believe that as Parliament, we should simply brush over the findings of the Standing Committee on Public Accounts, Scopa. 

Therefore, I believe it is important that we really focus on the many recommendations that they are bringing before us today in the respective reports. In particular, we see a recurrence of certain practices which we must really root out in the departments. Just like every other year, Scopa again recommends that officials responsible for irregular, unauthorised, fruitless and wasteful expenditure, or those who ignore supply chain management regulations, be disciplined in terms of the Public Finance Management Act, PFMA. We would like to fully support that. Yet the question remains, how and when will this happen?

Whilst the very important work of Scopa could be considered as history by the time that it reaches this House, the recurrent nature of the weaknesses and trends that have been identified is really a matter of grave concern. I see even our hon Finance Minister has preferred to leave because it must be difficult for him. He painstakingly processes budgets and adjustment budgets, and yet departments come back with wasteful expenditure.

Cope is concerned about the absence of visible and well-publicised consequences for failure or misconduct. It seems as if the Auditor-General, AG, and Scopa make recommendations and that is the end of it. The people of South Africa want to see that justice prevails, that people who are guilty of dereliction of duty, fraud and corruption are disciplined and, where applicable, hauled before the criminal courts. 

Where is the executive? It is a matter of grave concern that our executive is not here. Scopa processes are mostly with directors-general, but at the end of it, it is money wasted for which the executive should account. Therefore, we would like to suggest that going forward, we must focus on a categorised database of Scopa findings and their recommendations, and that these be compiled and presented to portfolio committees, and that we regularly go through them within our portfolio committees. This could become a highly effective management tool for oversight committees, members of the executive and the CEOs. Thank you, Chairperson. [Time expired.] [Applause.]

Ms T D CHILOANE: House Chair, the ANC takes note of the recommendations contained in the six reports. We are keen that all recommendations should be speedily implemented. In this regard we endorse all the recommendations, including the fact that accounting officers of the six bodies referred to in the report should submit progress reports on the implementation of the above to the National Assembly within 60 days after the adoption of the report by this House. 

With regard to the water boards of Botshelo, Bushbuckridge and Magaliesberg, we note with concern that a serious lack of policies and procedures results in a lack of proper controls, asset management and overall financial management. As the ANC, we cannot countenance a situation where legislated tools of accountability are disregarded without consequences. We are fully behind the decision to follow due processes to recover the amount of R1,3 million which was paid to suppliers in breach of supply chain management regulations by employees at Magalies Water authority. 

We are appalled by the fact that fruitless and wasteful expenditure amounting to R36 million was recorded at Transnet. We fully support the call for eight employees concerned to be subjected to disciplinary action. The ANC will not stand by when the resources which should be used to improve the lives of poor people are plundered through sheer negligence. Not in the name of the ANC! [Applause.] 

We further note with utter dismay that irregular expenditure of R8,3 billion, which resulted from noncompliance with contract management policies of the group, was noted at Transnet. We endorse the recommendation which provides that the relevant policies are reviewed, like the chairperson said, to prevent employees who mismanage company resources from resigning before they face appropriate disciplinary action.

In conclusion, we call on Parliament to endorse these reports so that the recommendations can be implemented, to turn the situation of this organisation around. Thank you. [Applause.]

Mr N SINGH: Madam Chairperson and colleagues, it is very refreshing to note that a member of the ruling party can speak in the manner that she has spoken on behalf of Scopa. [Interjections.] I just hope that members of the executive take these words by hon Chiloane very seriously. I’m glad that the hon Minister of Transport is holding the fort on behalf of the executive because I think the executive needs to know what the feelings of the members of Scopa are.

Having said that, I want to follow on what hon Godi, the chairperson of our committee, said about emulating good practice. I know that not so long ago we were all waxing lyrical about the Minister of Home Affairs and the Department of Home Affairs having turned around and having received an unqualified report. However, it’s quite depressing when one reads the latest report that they have regressed to qualified. Something needs to be done in that regard, and I am sure we are going to call them in for a public hearing.

A common thread in most of the reports that are published by the Auditor-General is noncompliance with laws and regulations, and one cannot understand why heads of departments cannot comply with laws and regulations that are clearly written there for them to follow. There are sanctions, as hon Kilian and other members said, in terms of section 38 of the PFMA, but to date we haven’t imposed any sanctions on any of these heads of departments. 

Another area which Scopa looks at is the information technology, IT, environment, and I think when it comes to the IT environment in most departments, they are seriously lacking. This puts risk management at the forefront, and this is something that all departments need to look at.

When we look at what portfolio committees do, it is to look at the strategic plans of departments. All of us spend a lot of time looking at what they present to us and how they are going to spend the money, but when the Auditor General makes his findings we find that the predetermined objectives which were stated by that very department are not met. Why should that be the case? The Department of Labour, for example, spent 99,5% of its budget, yet in terms of performance it was 50%. We need to look at these kinds of things. 

Turning quickly to Transnet, it’s quite sad that there’s R8,3 billion of irregular expenditure, which even warranted the chairperson of the portfolio committee writing to Scopa to investigate this R8,3 billion irregular expenditure. What comes up in Transnet with the portfolio committee, is the obscene salaries that are paid to members of this state-owned enterprise, SOE, ranging from R3,5 million up to R10 million a year. I don’t know what kind of rocket science is required to administer some of the SOEs for those kinds of obscene salaries to be paid. No wonder we get strikes ... [Time expired.] [Applause.]

Motion agreed to. 

First Report of Committee on Public Accounts on Report of Independent Auditors on 2009-10 Financial Statements of Botshelo Water accordingly adopted.

Second Report of Committee on Public Accounts on Report of Independent Auditors on 2009-10 Financial Statements of Bushbuckridge Water accordingly adopted.

Third Report of Committee on Public Accounts on Report of Independent Auditors on 2009-10 Financial Statements of Magalies Water accordingly adopted.

Sixth Report of Committee on Public Accounts on Annual Report and Financial Statements of Transnet and Report of Independent Auditors on 2010-11 Financial Year accordingly adopted.

Fifteenth Report of Committee on Public Accounts on Annual Reports and Financial Statements of Department of Mineral Resources and Report of Auditor-General on 2010-11 Financial Year accordingly adopted.

Sixteenth Report of Committee on Public Accounts on Annual Reports and Financial Statements of Department of Labour and Sheltered Employment Factories and Report of Auditor-General on 2010-11 Financial Year accordingly adopted

The HOUSE CHAIRPERSON (Mrs F Hajaig): The last item on the Order Paper is a subject for discussion in the name of Dr P J Rabie, on South Africa’s latest ranking on the overall World Economic Forum’s Global Competitiveness Index, which has seen it drop by two places in the past year, and solutions to improve the situation. The hon P J Rabie? [Applause.]

SOUTH AFRICA’S LATEST RANKING ON THE OVERALL WORLD ECONOMIC FORUM GLOBAL COMPETITIVENESS INDEX WHICH HAS SEEN IT DROP BY TWO PLACES IN THE PAST YEAR AND SOLUTIONS TO IMPROVE THE SITUATION
(Subject for Discussion)
Dr P J RABIE: Madam Chair and hon members, the latest Global Competitiveness Index provides a useful opportunity for this House to honestly assess South Africa’s economic condition. A careful diagnosis is a necessary precursor to a coherent prescription. Some quarters of our current leadership are so divided over the diagnosis that the ruling party has produced no less than four different macroeconomic frameworks since 1994. 

The two currently on the table, the New Growth Path and the National Development Plan, could not be more ideologically opposed, despite the spin doctors’ attempt to reconcile irreconcilable differences. This demonstrates a problem of leadership, for the lack of policy co-ordination is primarily a function of poor leadership. The World Economic Forum itself notes that this year’s global deceleration to a large extent reflects the inability of leaders to address the many challenges that were already present last year. The fact that we are not alone is no excuse for our national acceptance of a leadership vacuum. Improving South Africa’s competitiveness will require an honest assessment of the problem and a humble acceptance of the evidence, in order to improve the situation. Again, this requires leadership and political will, both of which are severely lacking, from the hon President down, at the present time. 

The World Economic Forum categorises South Africa as a Stage 2: efficiency-driven economy. We must put mechanisms in place to truncate the curve and move us to an innovation-driven economy as rapidly as possible. Human capital development is critical to this mission. Meanwhile, the education system fails our learners. A cursory glance at the index reveals that we are in 52nd place overall out of 144 countries surveyed, two places down from 2011. With no further exploration, this may seem a reasonable place to be. 

However, even a superficial examination reveals that we perform worse that Kazakhstan, Indonesia, Azerbaijan, and Oman, not exactly bastions of inclusive growth and democracy. Chile, structurally and historically comparable to us, comes in at 33rd place, nearly 20 positions better than us. The latest global investment monitoring index reveals that Chile has attracted an 82% increase in foreign direct investment since 2010, whilst over the same period, South Africa has suffered a decline of 43,6%. Interestingly, we scored 84th for basic requirements. Our overall score is pulled up by efficiency enhancers, where we were placed 37th, and innovation and sophistication factors, where we were placed 42nd. The promise of the latter would have a more optimal effect off a stronger base of human capital. 

A slightly deeper exploration, even on the basic requirements, starts to paint a picture that requires humility to stomach, without which we deny ourselves the opportunity to learn. The ruling party’s leadership has a tendency to criticise methodology and sentiment, instead of engaging with it. That attitude will not lock us in on the correct trajectory. We scored 43rd for basic institutional competitiveness. Given the importance of institutions for sustainable economic growth, this is concerning. Our infrastructure constraints place us in 63rd place on that score. The macroeconomic environment, in part reflecting endemic policy incoherence and uncertainty, places us in 69th place. The most concerning variable here is health and primary education, in which we rank 132nd, behind Senegal, Rwanda, Paraguay, Pakistan, Zambia, Liberia, Libya, and even Zimbabwe, which is 13 places above us. Madam Chair, this is not acceptable. 

In addition to our woeful performance on education, our labour market regime is a painful reminder of how much work we have yet to do. We rank 113th for labour market efficiency, which includes scores of 143rd for rigid hiring and firing practices and 140th on flexibility in wage determination by companies. Thank you, Madam Chair. [Time expired.] [Applause.] 

Mrs E M COLEMAN: Chairperson, hon Ministers present here, hon Deputy Ministers, hon members, ladies and gentlemen, it gives me great pleasure to be part of this debate on this topic, especially during the exciting times in our country when we are experiencing political jittering and uncertainty among our opposition parties. Their crisis is showcased in the types of topics they now choose to put before us to discuss in this august House of Parliament. 

Today we are called on to debate the so-called Global Competitiveness Report, produced in terms of the World Economic Forum, WEF, Global Competitiveness Index on our country’s competitiveness. I must say that we see this as an act of opportunism and desperation on the part of the DA. We say so mainly because we have been ranked 50th on average for the past three years. That is to say, in 2010 we were ranked 54th, in 2011 we ranked 50th and this year we are rated 52nd.

The question is, why didn’t the DA put the matter up for debate last year, when the country was ranked 50th? This confirms that they see nothing unusual and extraordinary about these rankings, but rather are seeking attention that they are scarcely getting during serious debates. [Applause.] 

According to the report, South Africa is the most competitive economy in Africa and it is more competitive than two other Brics member countries, Russia and India. Can you believe it? It further gives us a better ranking than some of the developing countries and it ranks us the first on some indicators globally, a fact that I think my colleagues who will speak after me will acknowledge. 

We welcome this as the ANC. However, we feel the report is not an objective study but an amalgamation of business opinions and some data analysis. Some of our areas of contention are as follows: Firstly, at the general level, the World Economic Forum Index has a major problem, being that its underlying assumption is that markets are efficient and that policy intervention, where necessary, must be market-friendly. 

Secondly, at the heart of the report is a survey of opinion of local business people. In South Africa, it is simply an opinion of 45 large formal sector business executives - only 45, in this report that Dr Rabie is talking about. Those opinions account for some three quarters of the basis of each country’s ranking.

We feel that, as much as it is important to know what some business executives think, it cannot be an objective yardstick of competitiveness. This report is masterminded by academics and remains entirely a business school product. Some developing economies are also sceptical of attempts to quantify competitiveness. This is because they are rated at the same level as developed economies. Here the scepticism seems more justifiable, though there is a strong case for constructing indices that reliably and objectively benchmark national performance.

While the Global Competitiveness Report is well-written and contains useful material, its competitiveness indices do not merit the attention they attract and the policy concern and debate they generate. The strong point of the World Economic Forum analysis is its emphasis on the microeconomy as the vital determinant of competitive performance. It is also correct that getting the macroeconomic situation right, while necessary, cannot by itself lead to sustained growth in countries with serious deficiencies. The economic structure has to be changed and improved because there is a large and positive role for government in doing this by improving markets, remedying market failures and strengthening institutions. 

The qualitative data used to generate indices, held up as one of the report strengths by the World Economic Forum, are of dubious origins and it is surprising that the WEF chooses to rely on questionnaire responses for some items on which hard data are available, especially from the governments concerned. We therefore would like to call upon the World Economic Forum to improve their methodology of work. They need to be as inclusive as possible in gathering and using data to support their final opinion, and when setting up indicators, let them set them for the like-minded economies so that they can get fair outcomes. 

As the ANC, we recognise that we have done well in building parts of the economy into competitive hubs. We really do not need to be told by a few people. One excellent example is in the automobile sector, where large companies have increased their investments and created more jobs in the past 12 months. Again, investment in infrastructure and skills development by this ANC government is an active measure to build long-term competitiveness. Hence we have cause to reflect, to celebrate, to work hard to strengthen economic performance, and also to address inequality and poverty.

In conclusion, as the ANC, we would welcome a real debate about competitiveness wherein we are going to debate hardcore business issues from our country, by our country, for our country, and not based on assumptions. I thank you. [Applause.] 

Mr G B D MCINTOSH: Chairperson, you know, the hon Coleman says, “as the ANC”. Actually, listening to what she was saying, she should say, “as the SACP”, because the ANC is not a communist party. It supports the free market, but she doesn’t. 

Madam Chair, I don’t think it helps to trash the World Economic Forum. Google “World Economic Forum” and read what they are trying to do. They are deliberately trying to find out what makes a country less successful and more successful. And they give us good marks but they also point out our deficiencies. And when we look at the statistics report and see how many refrigerators, cellphones and televisions, South Africans have, and in increased numbers, the thing that breaks my heart is that there could be many more refrigerators, cellphones – well, I don’t know about cellphones, at 90% - and televisions, were it not for the influence of the communists on ANC economic policy. [Interjections.]

I ask myself why we have not grown more in South Africa, why we haven’t grown as fast as the Asian economies, and the only reason I can come back to is the influence of the left on our national policies. The members of the SACP are some of the most hardworking, interesting and best informed members of this Parliament. But they are like that valley of dry bones – dem bones, dem bones, dem dry bones. [Laughter.] Their policies are old, dry bones in terms of the world economy, and that is my real concern with our economy. And when people go to Mangaung, do they know if they are ANC or SACP? [Laughter.]

You know, as far as the DA and the ID are concerned, the ID like to say they have dual membership. And the old DA, or DP, and the New NP had dual membership. But that was for a transitional purpose. The alliance between the SACP and the ANC is finished! When it came to power in 1994, the ANC had just published a book – two years before. The ANC had said: Ready to Govern! Ready to Govern! Now, I believe that if they had not been dragged down by the SACP they would have governed much better. 

My challenge to the ANC is that they should get rid of dual membership. If you are going to be a member of the ANC, you must be a member of the ANC. You can’t hide as a member of the SACP in the ANC. Not only that, but it will bring life into the dry bones because the SACP members can resign from the SACP and join the ANC. [Interjections.]

Mrs E M COLEMAN: Chairperson, on a point of order, are we discussing the ANC or the report on competitiveness?

Mr G B D MCINTOSH: That is a very good question, Madam Chair, but it’s not a point of order. Let me get back to it because the World Economic Forum ... [Interjections.] 

The HOUSE CHAIRPERSON (Mrs F Hajaig): Hon McIntosh, I will decide whether it is a point of order or not. Will you please continue with the subject at hand. You have exactly ten seconds. 

Mr G B D MCINTOSH: Thank you. The point is that the World Economic Forum tries to work out why countries are more or less successful – that is the purpose. It is an objective, fair assessment ... [Time expired.] [Applause.]

Mr N SINGH: Madam Chairperson, I don’t know if I am going to sing like that, but I think it would be good for us in considering this report that we are not selective in our interpretation and understanding of the contents of this report. And I say this to both sides of the House, because there are good outcomes in this report and there are bad outcomes. 

If we look at this report and we look at the question of the Auditor-General, we are number one out of 144 countries, on the strength of auditing and reporting standards. [Applause.] That is something that we must stand on the roof and shout about. When it comes to legal rights index we are number one, when it comes to regulation of securities exchanges we are number one out of 144, and when it comes to soundness of banks, we are number two out of 144. So, we must not cut off our nose to spite our face when we speak on this.

Having said this, Madam Chair, in some instances we are number 144 out of 144, and that is where there should be cause for concern. These sectors are mainly in the areas of education, health and inefficient government bureaucracy. Let us not be like ostriches, bury our heads in the sand and think that the problem will run away. We have got to come up, as government and as this Parliament, with aggressive interventions in those areas so that we can go up the ladder from number 144 in some instances to being number 44, because that would be an improvement. 

I think this report of the World Economic Forum needs to be taken very seriously because it is read widely; it is read by people who invest in our country. The foreign direct investments, FDI, comes mainly from people reading these kinds of reports, and we must not just rubbish it on both sides just for the sake of rubbishing the report. 

Madam Chair, we are number one in sub-Saharan Africa, but is that good enough? Are we good enough in the education sector? We have not been delivering textbooks on time; there is a whole lot of inequality in education between the rural areas and the urban areas; there are a lot of infrastructure needs that are required; our hospitals are not performing up to capacity; our labour laws need to be relooked at to make us more competitive; so these are the areas and arenas that we should be focusing on. And I am glad that members of the executive, like the senior member, the hon Minister of Rural Development and Land Reform, are here, because Cabinet needs to take this very seriously, together with the departments. 

We would like to thank the hon member for raising this particular motion in the House. Thank you. [Applause.]

Mr N E GCWABAZA: Chairperson, let me start by clarifying that the Chairperson of the Portfolio Committee on Economic Development is a member of the ANC and represents its views in this Parliament. The fact that she is a communist is not an issue. I am not sure whether Mr McIntosh has not understood the Bill of Rights, which allows her the freedom of association. The tripartite alliance was forged and founded on a long experience of hard struggle for the liberation of our people and this country. You are now the beneficiary of that hard and long, difficult struggle. [Applause.] Then you stand here and attack the chairperson of the committee. Maybe you should explain where you come from yourself. 

South Africa is ranked 52nd according to the World Economic Forum’s Global Competitiveness Index. It is ranked the highest in sub-Saharan Africa and therefore the most competitive in the region. It is placed third among the emerging Brics economies. Chairperson, let me attend to the criteria that were used to decide on South Africa’s rankings, particularly labour market efficiency. 

Compared to the rest of the world, South Africa is not doing well according to one of the criteria used to measure competitiveness, namely labour market efficiency. Its ranking on this criterion is 113 out of 144 countries that were surveyed. This is one of the criteria used to downgrade South Africa to the 52nd spot. However, it should be noted that on one of the very important criteria used, namely the macroeconomic environment, South Africa is positioned even better than some of the developed economies such as the USA, the UK, Portugal, France and Spain, to mention a few.

The opinion survey used by the World Economic Forum seems to be based on the opinion of a small number of South African business executives. Whilst the opinions of these executives reflect positively on what our government has been doing to create sound systems, sound institutions and functional markets, they however reflect negatively on the labour market efficiency. This is so because those who favour labour market deregulation often claim that our labour laws are the most rigid in the world. However, chairperson, the most authoritative comparative assessment of South Africa’s labour laws, done by the Organisation for Economic Co-operation and Development, OECD, countries, concludes that our employment protection legislation is significantly more flexible than that of some countries that the World Economic Forum ranks better than South Africa.

One of the challenges we continue to address as a country is skills development, and that is why a National Skills Accord has been signed between the Department of Economic Development and the Department of Higher Education and Training to ensure that the skills we develop correspond to the required efficiency in the labour market. We must also intensify our efforts to vigorously manufacture value-added goods as identified in the Industrial Policy Action Plan and the New Growth Path in order to eliminate unemployment, poverty and inequalities precisely because labour market efficiency should, among other things, address these challenges rather than suggest that efficiency would be achieved only by labour flexibility. 

The recent consultations between the government, labour and business led by the President of the Republic will go a long way towards addressing tensions between labour and business and therefore strengthen labour-employer relations and restore labour market efficiency. We also wish to commend the Minister of Labour, business, Cosatu and other union federations who are currently engaged in efforts to restore confidence in our labour market. 

We are convinced that all of these efforts will, in the medium to long term, contribute to the efficiency of our labour market and convince the World Economic Forum to upgrade our country in world rankings. Thank you. [Applause.]

Mr N M KGANYAGO: Chairperson and hon members, the introduction of the 2011-12 World Economic Forum Global Competitiveness Report states that – 

policymakers are struggling to find ways to manage the present economic challenges while preparing their economies to perform well in an increasingly complex global landscape. 

South Africa is no exception, as its policymakers have to steer our ship to safety in a very difficult global economic environment. It is a pity, ladies and gentlemen, that when we discuss a very important topic like this, the House is almost empty, because we are really discussing some of the weaknesses that need our attention. Now people are not here. I don’t know what reasons people will give when we really do some introspection, because we are really doing introspection here, and people do not want to look at themselves, to look deeper into themselves, so that we can correct our mistakes and forge forward with pride.

It is not surprising that our performance in this report consists of a mixed bag of successes and failures. For example, according to this report, South Africa is ranked first out of 142 countries in respect of the regulation of securities exchanges. We are ranked first in respect of auditing and reporting, and our banks are ranked second in the world for soundness. These are some of the good things that we must really listen to and pat ourselves on the back for, but people are not here.

The fact we are ranked fourth on financial market development is a good reason for us to pat ourselves on the back for a job well done. However, the fact that we ranked 95th on labour market efficiency, ranked 138th for rigid hiring and firing practices, and ranked 138th for lack of flexibility in wage determination clearly shows that our labour laws are too rigid, and they need to be relaxed. In their current form, our labour laws make it difficult for employers to fire workers even when absolutely necessary, which deters rather than attracts investors. 

The rigidity of our labour laws has caused many businesses, big and small, to mechanise. In cases where mechanisation proves too expensive, business owners try to keep the number of employees below certain minimum thresholds, which means they end up employing fewer people than they potentially could. Unless we address these problems, government’s job creation effort will continue to fall short of expectations. Thank you very much for the one minute extra you gave me, but I still wanted an extra minute. Thank you very much. [Time expired.]

Mr Z C NTULI: Hon Chairperson, hon Ministers present, hon Deputy Ministers, hon members of this House, comrades and friends, South Africa has undergone substantial changes during the last 10 to 15 years, transforming itself from an international pariah during apartheid rule into a democratic regional power with well-developed economic and political ties to countries in the region and beyond. Unlike many other African countries, South Africa has a large private sector and a growing private tax base.

According to the World Bank and International Finance Corporation, IFC, Enterprise Surveys of 2007, only 17% of the companies operating in South Africa identify corruption as a major obstacle to business operations, compared to a regional average of more than 34%. These figures are supported by the World Economic Forum Global Competitiveness Report 2012-13, where companies rank corruption as the fifth most problematic factor for doing business in the country.

I want this House to know that when we talk about the security of the country, we are not talking about the SAPS only. We are talking about the whole security structure, which we call the peace and stability structure. The SAPS over the past 10 years showed significant increases in the number of police personnel, which contributed to the higher cost of the SAPS. However, it can be expected that in the coming years these numbers will be maintained, rather than significantly increased. The SAPS further made a significant investment in the forensic field. The forensic scientific laboratory opened in the Western Cape is considered to be one of the best and most modern in the world. Investment in human capital was also made in this field in the training and recruitment of forensic science experts. This investment, in the long term, will lead to higher conviction rates and quicker turnaround times, and act as a serious deterrent to criminals.

Within the SAPS information technology and supply chain management environments, steps were taken to tighten the controls of those environments. These environments play a crucial role in the modernisation and effectiveness of the SAPS as a whole. Cost-saving measures, improved integration of needs-specific solutions, and integration of the existing systems are part of the solutions going forward. 

The 52nd national conference of the ANC in Polokwane resolved that a single Police Service is established. This will address the cost or the expenditure on various police sectors. Many countries have taken steps to ensure that there is integrated and effective management of the border environment. The pressure to do so comes from the rapid increase in the number of people and goods that cross borders and the need to manage the resulting risk and exploit the opportunities. The risks are multiplied by the rise in transnational crime conflicts, food and insecurity, and global warming. The border environment has a number of dimensions that must be understood. The most basic is the distinction between the borderline and the air, sea and land ports of entry that are the only legal crossing points. There is also an international dimension, starting with the areas adjacent to borders in neighbouring countries and extending to a foreigner applying for a visa at a foreign mission abroad.

The Constitutional Principles adopted by the ANC in 1991 sought to establish a judicial system that advances the ideals of a national democratic society and social justice. In particular, the principles provided for the following: 

Without interfering with its independence, and with a view to ensuring that justice is manifestly seen to be done in a nonracial way and that the wisdom, experience and judicial skills of all South Africans are represented on the bench, the judiciary shall be transformed in such a way as to consist of men and women drawn from all sectors of South African society.  In a free South Africa, the legal system shall be transformed to be consistent with the new Constitution. The courts shall be accessible to all and shall guarantee to all equal rights before the law.
Hon members, I just wanted to respond to hon member McIntosh and say that the ANC is the leader of the alliance. So, there is no competition in terms of who’s leading what. Hon Singh, I think that where perceptions are relevant, we need to take them seriously. It is a real concern that the 45 business respondents have substituted their prejudice about the labour market instead of seizing the opportunity to build real partnerships with their workforce. You can see ...

... Bab’ uKganyago ukhala ngokuthi abekho abe-ANC. Ngibona sengathi nguwena wedwa ilungu le-UDM elikhona. Kungakuhle ubozibheka ngaphambi kokuthi ujikijele. [Uhleko.][Kwaphela isikhathi] (Translation of isiZulu paragraph follows.)

[... Mr Kganyago, you are complaining that the ANC members are not well-represented. I think you are the only member of the UDM present. You had better make sure that the business of your own house is in order first before levelling your criticism against other people. [Laughter.] [Time expired.]]
Mr T D HARRIS: Hon Chairperson, the hon Coleman is very disparaging about today’s topic of debate. Hon Coleman, the truth is that the technical programming committee of Parliament, which consists of the National Assembly, NA, Table and the ANC programming Whip, approved the topic for debate, and that decision was approved by the ANC Chief Whip. If you have a problem with that, perhaps you should take it up with him. 

Chairperson, once she had finished attacking the premise of the debate, hon Coleman turned to undermining the existence of the World Economic Forum and the methodology of the survey. This is typical of the denialism of the governing party. They can’t tolerate any analysis of their failures, even from this independent, not-for-profit, altruistic organisation. The truth is, as hon Singh explained, South Africa’s performance is a mixed bag. The members on this side of the House can’t applaud the areas where we do well, but dispute the areas where we are the worst in the world. As far as global rankings go, the members of this House will have become used to our country appearing at the top of the tables, the best in the world, in terms of financial regulation, national accounts and equity markets.

In the report we are debating today, the World Economic Forum Global Competitiveness Report 2012-13, we are ranked first or second for financial regulation, auditing standards and corporate governance. [Interjections.] Are you listening to me? Our budget processes won first place in the 2010 Open Budget Survey. It’s an incredible achievement. But ... [Interjections.] 
The HOUSE CHAIRPERSON (Mrs F Hajaig): Mr Harris, just excuse me for a moment. I would appreciate it if hon members in that corner ... [Interjections.] You know who I am talking about. Could you stop retorting to every comment made by the speaker? Don’t turn around; you know who you are. Thank you. Carry on, Mr Harris.

Mr T D HARRIS: Thank you, House Chairperson. The members will also, however, have become used to South Africa appearing at the bottom of rankings as far as education, labour markets, productivity and crime are concerned. In these rankings we are considering today we are ranked last in co-operation in labour-employer relations; second last in quality of math and science education and in hiring and firing practices; and fourth last in flexibility of wage determination. 

In the World Bank’s Doing Business 2012 rankings, for starting a business we have dropped ten places in the past year. But it’s not hard to see why we are ranked so low in these last sets of measures. The ANC government’s failure to hold teachers accountable, to reform the labour markets and to fix the problems with company registrations at the Companies and Intellectual Property Commission is well documented, hon Fubbs. This is a clear indication that the ANC is mismanaging our economy and is too distracted by the upcoming leadership elections at Mangaung to implement constructive policy reforms in the foreseeable future.
House Chairperson, perhaps the more interesting question is why a middle-sized, middle-income country on the bottom tip of the least developed continent in the world, ranks so high on measures of financial institutions. The answer, I think, is primarily because National Treasury has done a decade and half of hard work to introduce a world-class national Budget and strong regulatory structures for our economy. In addition, South African auditors, educators, lawmakers, regulators and corporates deserve credit for putting us on the top of the world in this regard. But on the flip side, where South Africa is failing, it is because key reforms advocated or supported by National Treasury have had their implementation blocked. 

There is a simple recipe for improving our rankings. This government needs to introduce Treasury’s proposals in this year’s mini budget to introduce microeconomic policy reforms, reduce the cost of regulatory compliance for small businesses, remove trade barriers and introduce active labour market policies like the youth wage subsidy. These ideas are formally tabled in the Budget by the Treasury. They have the full support of the opposition. That this government’s incapacity and ideological opposition from the Congress of South African Trade Unions, Cosatu, will prevent them from being implemented is a national tragedy. I thank you. [Applause.]

Mr X MABASA: Mutshamaxitulu, Xandla xa Mutshamaxitulu, Vaholobye lava nga kona na swirho swa huvo, ndza mi xeweta. [Speaker, Deputy Speaker, Ministers and members of the House present, I salute you.]
Listen to this quotation for the one thing that is perfectly shared between the predecessors and the present people of South Africa: 

If anyone can be accused of laying the foundations of apartheid, it was that most English of Englishmen, Cecil John Rhodes. 

In 1887, 61 years before the Nationalists came to power in South Africa, he stood before a packed House of Assembly in Cape Town and declared: 

These are my politics on native affairs, and these are the politics of South Africa ... The native is to be treated as a child and denied the franchise.

I am just putting things into context so that people must know where they come from, in case they don’t know their grandparents. [Laughter.] Very soon after that Dr Verwoerd, as if he did not want to be outdone, said:

What is the use of teaching the Bantu child mathematics when it cannot use it in practice? 
I listened to hon member Harris speaking about mathematics and science. I am just teaching you what you may be avoiding to learn, and that is the value of history. 

Let’s move on. For pessimists like the DA, it is the worst of times. They see gloom everywhere. But for the optimists, the ANC, it is the best of times as we celebrate the many positives that have been articulated. Let us celebrate. You are welcome to join us in the celebrations. [Applause.] 

Hon McIntosh, when we are sitting together in the committee you often say that you like me. [Laughter.] But what you do not know is that this means that you like a communist. As hon Coleman indicated, we have been convened here to debate the opinion of 45 wise business people. Where is labour in this thought formation? Are they the custodians of thinking for everybody? Who gave them that authority? Workers and the working class can also speak for themselves. 

Chairperson, let us celebrate our achievements, for example the innovation which is a driver of future growth and jobs. We need to consider taking further action to convert this strength into opportunities for job creation. This means investing in research and development and in products whereby South Africa can be a leading player. It is about creating competitive advantage from our strengths. Education, skills and development areas need to be improved. Implementation is an area in which we are going to improve. We acknowledge the weaknesses that we have in South Africa that we inherited from 300 years of oppression. Often, reforms mean reducing and ... [Interjections.] 

The HOUSE CHAIRPERSON (Mrs F Hajaig): Please be quiet in that corner.

Mr X MABASA: Often, reforms mean reducing and amending laws to the detriment of workers who are being casualised daily. It is about time that, when you think of reforms, you think about how reform should benefit the majority in South Africa. Critical in that matter should be the working class. 

I want to emphasise that the World Bank has said that focusing solely on improving the business climate is not going to take us anywhere. It cannot only be about the business climate. It must also be about the climate for the working class. If that climate is proper, it will reverberate into proper health, education and infrastructure. 

It is clear that the same criticisms are applicable to the global competitiveness report. Note that as these tables are formulated, there is no space indicating where the gold and diamonds that have been stolen from Africa are. [Applause.] The table needs to be improved. It should not only be designed by these 45 people of wisdom. It can’t be right. Earlier we heard that the global competitiveness report ranked us very lowly with regard to labour market efficiency. Once again, the World Bank’s independent evaluation group discussed the Doing Business report. They said in the report that there is no relationship between labour market and deregulation and any genuine improvement in economic performance such as higher growth, investment and employment rates. This is not what the global competitiveness report and its author, the World Economic Forum, want us to believe. It says we should deregulate and keep on deregulating. They never say it is enough. Take away protections and leave it to the market in order to improve our competitiveness and our rankings on the table. [Interjections.] 

Is it not the market approach that has engulfed the whole world in an economic crisis? Is it not this wonderfully described market economy that has engulfed the whole world in the economic crisis? More than 20 years ago, Michael Porter, a professor at Harvard Business School and a global authority on company strategy and competitiveness, recognised that competitiveness does not mean economic well-being. 

Let me show and illustrate to you something about the DA. You must stay away from the DA because some people here still have hope. Don’t be too close to the DA. One has to ask ... [Laughter.] [Time expired.]

Dr P J RABIE: Madam Chair, first and foremost I would like to thank all the hon members who participated in this debate. I think some of the inputs are worth mentioning. First and foremost my colleague, Mr Singh, what you said regarding the public sector and the reports of the Auditor-General is extremely relevant. My colleague, Tim Harris, said that the sectors that are doing well are those that have minimal interference from government, and this is also noteworthy. I think this is very important.

Madam Chair, the fact remains that we are part and parcel of the global village. We cannot negate the importance of that. We need trade. At the moment we have profound problems in this country. We have an unemployment rate of almost 30%. All political parties here and the private sector must join hands. We have to solve this particular problem. 

The hon Mr Ntuli said that we have a narrow tax base. I agree with him. We only have about five to six million people that pay tax. Our social grants are getting out of hand, and these sorts of things. There is a generation of 30% which is unemployed and which also has a low skills level, and so forth. We cannot carry on the way we are doing at the moment. 

Some people have said we are the most sophisticated country in Africa, but the latest report of The Economist says the chances are that Nigeria may overtake us within 10 years from now regarding GDP. 

Madam Chair, these particular things require very strong political leadership. The question that we have to ask ourselves is whether we are getting that particular political leadership. I’m afraid we are not getting it, and I think we are going to reap the fruits of that. Madam Chair, I thank you for allowing me to participate in this particular debate. Thank you. [Applause.]

Debate concluded.

The House adjourned at 17:40.
__________
ANNOUNCEMENTS

National Assembly

The Speaker

1.
Referral of Bill to Committee

(1) The Division of Revenue Amendment Bill [B 33 - 2012] (National Assembly – sec 76(1)) has been referred to the Standing Committee on Appropriations in accordance with the Money Bills Amendment Procedure and Related Matters Act, 2009 (Act No. 9 of 2009).

2.
Withdrawal of Bill

(1) The Minister of Defence and Military Veterans withdrew the following Bill on 31 October 2012:

(a) Defence Amendment Bill [B 26 ‑ 2011].
COMMITTEE REPORTS

National Assembly
1. BUDGETARY REVIEW AND RECOMMENDATION REPORT OF THE PORTFOLIO COMMITTEE ON MINERAL RESOURCES ON THE PERFORMANCE OF THE DEPARTMENT OF MINERAL RESOURCES FOR THE 2011/12 FINANCIAL YEAR, DATED 24 OCTOBER 2012

The Portfolio Committee on Mineral Resources, having assessed the performance of the Department of Mineral Resources for the period 01 April 2011 to 31 March 2012, reports as follows:

1. Introduction

The split of the former Department of Minerals and Energy (DME) into two stand-alone entities has meant that the new Department of Mineral Resources (the Department) was now able to focus squarely on the mining and minerals industry. South Africa is the world's biggest producer of platinum, chrome, vanadium and manganese, the third-largest gold producer and a major source of coal. Against the backdrop of clear signs that the economy is recovering from the global recession, the mining industry has an opportunity to ensure that South Africa and its people benefit from the wealth of resources beneath the soil. Whilst the pace of recovery remains uncertain, the Department has to work towards positioning the South African mining and minerals industry to ensure that it is ready to take full advantage of the inevitable upswing in the economy.

This report seeks to analyse, amongst others, the performance and expenditure of the Department during the 2011/2012 financial year.
1.1  The Portfolio Committee on Mineral Resources

1.1.1
The Role of the Portfolio Committee on Mineral Resources

In terms of the Constitution of the Republic of South Africa, Act 108 of 1996 (the Constitution), portfolio committees have a mandate to legislate, conduct oversight over the Executive and facilitate public participation. The Portfolio Committee on Mineral Resources (the Committee) mandate is governed by Parliament’s mission and vision statements; the rules of Parliament and its Constitutional obligations. The mission of the Committee is to contribute to the realisation of a developmental state and ensure effective Service Delivery through discharging its responsibility as a portfolio committee of Parliament. Its vision includes enhancing and developing the capacity of Committee Members in the exercise of effective oversight over the Executive Authority. One of the Committee’s core objectives is to oversee, scrutinise and influence the actions of the Executive and its agencies. This implies holding the Executive and related entities accountable through oversight of objectives of its programmes, scrutinising its budget and expenditure (annually), and recommending through Parliament actions it should take in order to attain its strategic goals and contribute to service delivery. 

Furthermore, Section 5 of the Money Bills Amendment Procedures and Related Matters Act, No. 9 of 2009 (the Act) provides that the National Assembly, through its committees, must annually assess the performance of each national department and these Committees must annually submit Budgetary Review and Recommendations Reports (BRR Reports) for tabling in the National Assembly. These should be submitted to the Minister of Finance and the relevant Ministers.
1.1.2 Process/method followed by the Committee in writing the BRR Report

The Committee in reviewing the work of the Department for the 2011/2012 financial year placed emphasis on the following aspects:

· An overview and analysis of the Department’s strategic priorities and measurable objectives;

· An overview of the overall performance of voted funds: Vote 32;

· Consideration of the Auditor-General’s activities in relation to the Department;

· Consideration of the Financial Fiscal Commission 

· Committee observations; and

· Recommendations.

The Committee, in undertaking this process used a number of source documents, including the 2009-2013 Strategic Plan, Annual Report, Financial Statements, 2010 and 2011 Estimates of the National Expenditure (ENE), briefings by the Department and its entities during the course of the year, as well as the State of the Nation Address. The Committee also used the Constitution as its basis. 

1.2 The Department

The Department of Mineral Resources is the primary Government institution responsible for formulating and implementing policy on mining. It reports to and advises the Minister of Mineral Resources (the Minister) who, in conjunction with the Cabinet, takes final responsibility for Government policy. The Department is headed by the Director-General responsible for ensuring the exploration, development, processing, utilisation and management of South Africa’s mineral resources. 

The legislative mandate of the Department is to ensure transformation, economic growth, health, safety and sustainability of the minerals and mining sector. Its vision is to promote investment in the mineral sector and through regulation ensure a healthier, safer and equitably transformed mineral sector by 2014, and also be a leader in the transformation of South Africa through economic growth and sustainable development by 2025. Its mission includes promoting and regulating the Minerals and mining sector for transformation, growth and development. It further ensures that all South Africans derive sustainable benefit from the country’s mineral wealth. 

2.
Department’s Strategic Priorities and Programmes

The Strategic Plan of the Department was informed by government priorities, the 2011 State of the Nation Address, 2011 National Budget Speech and sector specific challenges.

The mandate of the Department of Mineral Resources is to ensure transformation, economic growth, health, safety and sustainability of the minerals and mining sector. The Department seeks to promote and regulate the minerals and mining sector for transformation, growth, development and ensure that all South Africans derive sustainable benefit from the country’s mineral wealth. Its two-fold vision envisages a globally competitive, sustainable and meaningfully transformed mining and minerals sector by 2014, and ultimately, leading in the transformation of South Africa through economic growth and sustainable development by 2025. The following are State Owned Entities reporting to the Department of Mineral Resources and their purpose is to provide related services in support of the Department’s mandate through funded and non-funded statutory bodies and organisations:

· Council for Mineral Technology and Research (Mintek);

· Council for Geoscience (CGS);

· The Mine Health and Safety Council (MHSC);

· The South African Diamond and Precious Metals Regulator (SADPMR); 

· The State Diamond Trader (SDT); and

· Petroleum Agency South Africa (PASA).

The Department has set itself the following strategic goals for the 2011/12-2013/14 period:

· Increased investment in the minerals and mining sector;

· Improve the health and safety conditions in the mining sector;

· Achieve equitable and sustainable benefit from mineral resources;

· Transform the minerals sector; and

· Create an efficient, effective and development-oriented Department.

One of the focus areas of the Department in its strategic plan was to finalise a Service Level Agreement (SLA) with the Mining Qualifications Authority (MQA) to support and improve the current initiatives to address the skills shortage in the Department. 

In line with the afore-mentioned departmental mandate and the policy priorities identified in the 2011 SONA and 2011 Budget Speech, the Department has identified the policy priorities for the minerals and mining sector for the 2011/12 financial year, and these are the following:

· The implementation of the National Mining Sector Strategy, if approved by Cabinet;

· The completion of various processes related to the Mineral Beneficiation Strategy;

· Policy and legislative developments;

· Amendment of the Mining Charter and the Mineral and Petroleum Resources Development Act (policy and legislative developments);

· The establishment of the  State Owned Mining Company;

· The implementation of the strategy on Small Scale Mining;

· Management of derelict and ownerless mines (protecting the environment),

· Acid Mine Drainage (AMD);

· Mineral Regulation administrative processes (as well as ensuring the transparent administration of prospecting applications);

· The South African Mineral Resources Administration  (SAMRAD) online system; 

· The establishment of the Compliance Inspectorate Unit within the Mineral Regulation Branch;

· Ensuring that companies comply with Social and Labour Plans (SLPs);

· Addressing capacity challenges in the regional offices (skills development) ; and

· Improving Mine Health and Safety.

2.2
 Departmental programmes

The strategic plan of the Department outlines in detail the objectives, measures, Medium Term Expenditure Framework targets and initiatives of the four departmental programmes, namely; 

· Programme 1: Administration;

· Programme 2: Promotion of Mine Safety and Health;

· Programme 3: Mineral Regulation; and 

· Programme 4: Mineral Policy and Promotion.

2.2.1
Programme 1: Administration 

The purpose of the branch is to provide strategic support and management services to the Ministry and the Department. This programme houses the following branches: Corporate Services, the Chief Financial Office, Audit Services and the Chief Operating Office. 

2.2.1.1
Corporate Services 

The following are the priority areas of the Corporate Services Branch:

· Contributing to skills development;

· Communicating the department’s policies and programmes;

· Facilitating transformation initiatives;

· Developing, reviewing and implementing policies and procedures;

· Proving legal support to the department;

· Implementing the national vetting strategy;

· Implementing the performance management development system;

· Facilitating management and leadership development;

· Filling funded and vacant posts; and 

· Attracting, developing and retaining skills. 

2.2.1.2
Chief Financial Office

The office has set itself 15 priority areas, which include:

· Providing reliable and timely information;

· Educating and empowering stakeholders;

· Promoting transformation policies;

· Aligning Information and Communications Technology (ICT) with business objectives;

· Facilitating management and leadership development;

· Attracting, developing and retaining skills;

· Aligning the Department’s budget with its strategy;

· Managing costs effectively; 

· Filling of funded vacancies;

· Maximising utilization of resources;

· Improving turnaround times;

· Providing adequate facilities for effective service delivery;

· Implementing policies, processes and procedures;

· Providing ICT systems; and

· Promoting corporate governance.
2.2.2
Programme 2: Promotion of Mine Health and Safety

The Promotion of Mine Safety and Health programme aims to ensure the safe mining of minerals under healthy working conditions. The programme is composed of two sub-programmes, which are Governance Policy and Oversight and Mine Health and Safety ( in regions). The priority areas of the Mine Health and Safety branch for the medium term are as follows:

· The promotion of health and safety – the branch will target a 20 per cent percentage reduction (per annum) in occupational injuries, fatalities, diseases and dangerous;

· Contribute to skills development – a 10 per cent increase in certificates of competency issued in envisaged; and

· Ensuring an efficient and development-oriented Department – by ensuring compliance with Service Level Agreements, developing and reviewing internal processes as well as improving turnaround times.

2.2.2.1 Mine Health and Safety Inspectorate’s Capacity Building 

The Department initiated the process of restructuring the Mine Health and Safety Inspectorate to enhance its capacity to enforce the provisions of the Mine Health and Safety Act. The Province of the North West’s Mine and Health Inspectorate in Rustenburg and Klerksdorp will be capacitated independently so as to ensure effective mines coverage. 

The process of filling the Health Unit’s posts of chief director and directors was being finalized. The filling of these vacancies will advance the focus on occupational health matters. The learner inspectors’ project has assisted with improving the vacancy rate in the regions. 

2.2.3
Programme 3: Mineral Regulation

The aim of the Mineral Regulation Programme is to regulate the minerals and mining sector, to promote economic development, employment and ensure transformation and environmental compliance. This programme is comprised of three sub-programmes, which are Mineral Regulation and Administration, Management Mineral Regulation, and the South African Diamond and Precious Metal Regulator (SADPMR).

The priority areas of the Mineral Regulation branch for the medium term are as follows:

· Promoting job creation – this will be achieved by ensuring jobs from new mining rights, through the development projects for Small, Medium and Micro Enterprises (SMMEs) as a result of increased compliance inspections, and local economic development projects;

· Promoting sustainable resource use and management – through the adjudication of work programmes and verify these by means of inspections;
· Reducing State environmental liability and financial risk – in cases of identified rights and/or those with inadequate financial provision, inspections will be conducted and statutory notices or orders issued where there is non compliance. The branch will also seek to ensure that no residual liabilities remain for the State before any closure certificates are issued;
· Ensuring the implementation of transformation policies; and
· Monitoring and enforcing compliance – the branch seeks to achieve 100% compliance with regulatory requirements. 
2.2.4
Programme 4: Mineral Policy and Promotion

The Mineral Policy and Promotion programme aims to develop relevant mineral policies that promote South Africa’s mining and minerals industries so as to attract investments to the country. This programme comprises the following sub-programmes:

· Management;

· Mineral Policy;

· Mineral Promotion;

· Assistance to Mines;

· Council for Geoscience;

· Council for Mineral Technology and Research;

· Economic Advisory Services; and

· Mine Environmental Management.

The following are the priority areas for the Mineral Policy and Promotion programme:

· Promoting investment in the mineral sector – by targeting a percentage growth in fixed capital investment in the sector. The implementation of the mining sector strategy and the beneficiation strategy, amongst other things, will play an important role in achieving this goal; 

· Promoting sustainable resource use and management – a framework for mine environmental management will be strengthened, whilst the department also seeks to rehabilitate more derelict and ownerless mines (for example, there are plans to rehabilitate 12 more mines in 2011/12 financial year). The management of acid mine drainage is another key priority for this programme;

· Ensuring transformation in the mining sector – by reviewing incumbent legislation, implementing the competitiveness and growth strategy as well as Research and Development partnerships at regional and international levels;

· Developing and reviewing internal processes; and 

· Improving turnaround times – improve turnaround times on all processes.

3.
Analysis of attainment of the Department’s Prevailing Strategic and Operational Plans 

The Department of Mineral Resources comprises four programmes, namely: Administration, Promotion of Mine Safety and Health, Mineral Regulation and Mineral Policy and Promotion.

3.1.
Programme 1: Administration

The purpose of Administration Programme is to provide strategic support and management services to the Ministry and the Department of Mineral Resources.

This programme comprises: Audit Services Chief Directorate, Corporate Service Branch, the Office of the Chief Financial Officer and the Chief Operations Officer.

3.1.1.
Programme performance

3.1.1.1.
Corporate Services Branch

Contribute to skills development

The Department had 15 mining career awareness initiatives against a target of eight.

Sustainably develop vulnerable groups

The Department exceeded the target of two projects facilitated and led by vulnerable groups by achieving six.

Communicate the DMR policies and programmes among internal and external stakeholders

The DMR exceeded the target of holding five media engagements by 2011/2012 by a varience of 18. It held a total of 23 media engagements.

The Department achieved the target of developing and implementing one new website and intranet by 2011/2012. The target of 80 positive or balanced news items by 2011/2012 was exceeded by 115.

Facilitate and support transformation initiatives

There is inconsistency in the manner in which the targets under this strategic objective are stated in the Strategic Plan and the Annual Report. The Strategic Plan stated the target was to initiate two mainstreaming projects for women in mining. The Annual Report reflects that 12 women mainstreaming projects were initiated against a target of four.

Develop, review and improve internal processes/ guidelines/ procedures

The Strategic Plan reflected a target of nine polices to be reviewed developed by 2011/2012. However, the Annual Report shows that 14 policies were developed/ reviewed against a target of three. Therefore the varience is wrongly reflected as 11 instead of five.

The Strategic Plan reflected a target of developing/ reviewing three guidelines and procedures by 2011/2012. However, the Annual Report shows that the Department exceeded the target by developing/reviewing two guidelines against a target of one. Therefore the Department did not achieve the target of developing/ reviewing three guidelines and procedures as stated in the Strategic Plan.

The Department also did not achieve the target of implementing one service level agreement by 2011/2012.

Provide professional legal support and advisory service to Ministry and Department

The Department achieved 68 per cent timeous response rate to opinions, appeals and litigation against a target of 75 per cent.

Effective implementation of the Performance Management Development System (PMDS)

The Department managed to sign only 89 per cent of SMS agreements within the prescribed period against a target of 100 per cent.

Facilitate management and leadership development

The Strategic Plan reflected a target of implementing six management development programmes by 2011/2012. However the Annual Report reflects the Department achieved the target of implementing two management development plans. The Department trained 45 managers against a target of 12, thus exceeding the target by 33.

Filling of fully funded vacant positions

The Department only managed to reduce its vacancy rate by 18 per cent against a target of 50 per cent.

Attract develop and retain skills

The Department did not achieve a target of improving numbers for identified EE categories. It only achieved 32 per cent of this measure. It also failed to reduce staff turnover rate by one per cent. It implemented eight HRD initiatives out of a target of 10.

Align budget to strategy

The Department exceeded its target of allocating 80 per cent of budget to strategy by allocating 100 per cent.

Maximise utilisation of resources

The Department managed to reduce the number of assets disposed by branches prior to the end-of-lifespan by 100 per cent against a target of 15 per cent.

Manage cost effectively

The Department planned to reduce wasteful, fruitless and irregular expenditure by 60 per cent but only managed 18 per cent. It reported that verbal or written warnings were given to responsible officials.

The Department also could not reach the target of five per cent underspending on allocated budget for goods and services. The underspending was 10.27 per cent of allocated budget.

Promote corporate governance

Management did not achieve a 30 per cent reduction in repeat audit findings on internal audit follow-up report within the branch. It only managed 16 per cent reduction. The Department achieved 100 per cent PFMA compliance.

It executed 57 per cent of Fraud Prevention and Enterprise Risk Management Plans against a target of 100 per cent.

3.1.1.2.
Chief Financial Officer

Align ICT with business objectives

The Department did not manage to reduce licensing costs by 10 per cent in 2011/2012 financial year.

Attract, develop and retain skills

The Department reduced staff turnover rate by two per cent, instead of the planned five per cent.

Fill funded vacancies

It was reported that the Department did not manage to reduce the vacancy rate by 50 per cent as planned. However, the report reflects that the Department reduced the vacancy rate by 79 per cent, which should be reported as over achievement.

Manage costs effectively

The Department reduced wasteful, fruitless and irregular expenditure by 86 per cent, exceeding the target of 60 per cent.

Promote corporate governance

The Department executed 87 per cent of Fraud Prevention and Risk Management Plans against a target of 100 per cent. It slightly missed the target of reducing repeat audit findings on internal audit report. It reduced it by 29 instead of 30 per cent.

3.2.
Programme 2: Promotion of Mine Health and Safety

This programme is responsible for the safe mining of minerals under healthy working conditions.

The programme is composed of two sub-programmes, namely, Mine Health and Safety (Regions) and Governance Policy and Oversight. Mine Health and Safety (Regions) is responsible for conducting audits, inspections, investigations, enquiries and examination services, as well as enforcing the Mine Health and Safety Act and its provisions and providing professional advice. The Governance Policy and Oversight sub-programme develops policy and legislation to guide enforcement, provide technical support to regional offices, chair tripartite structures and facilitate HIV and AIDS work in the sector.

3.2.1.
Programme Performance

Promote health and safety

The Department reduced occupational injuries, fatalities, diseases and dangerous occurancies by 15 per cent instead of planned 20 per cent. The explanation provided was that the number of fatalities was higher than could be expected. It conducted 473 audits against a target of 396, thus exceeding the target by 77. The Department exceeded the target of conducting 8 000 inspections by 161. It conducted 8161. It completed 83.5 per cent of enquiries against a target of 70 per cent, thus exceeding the target by 13.5 per cent. However, the three targets do not appear on the relevant Strategic Plan.

Improve Turnaround Time

The Department did not achieve the target of completing 100 per cent of appeals. It managed to complete 76 per cent of appeals.

It completed 93 per cent of Mineral and Petroleum Resources Development Act (MPRDA) applications against a target of 100 per cent. The explanation provided is that the target was not achieved because of Resolution 3 and shortage of staff. To rectify the situation, the Department reported that it has applied for exemption from Department of Public Service and Administration (DPSA) Resolution 3 and is awaiting outcome. The Inspectorate will continue with advertising and filling of vacant posts in 2012/2013 financial year.

The Department fell short of two per cent in achieving the target of 80 per cent improvement in adherence to prescribed time frames. Of the above measures, this is the only one appearing under Improve Turnaround Time strategic objective.

Attract, develop and retain skills

The Department achieved 35 per cent improvement for identified Employment Equity (EE) categories against a target of 80 per cent. It did not achieve the target of reducing staff turnover by one per cent. The reason provided for not achieving the planned percentage was Resolution 3 and shortage of staff. The Department exceeded its target of implementing 10 per cent Human Resources Development (HRD) initiatives by five.

Fill funded vacancies

According to the Strategic Plan 20114 -2014, the Department planned to reduce the vacancy rate by 20 per cent in 2011. However, in the Annual Report the number of HRD initiatives implemented was used as a measure for the above objective.  The lack of alignment between these measures made it difficult to assess performance against the objective.

Manage costs effectively

The Department exceeded its target of reducing wasteful, fruitless and irregular expenditure cases by 60 per cent. It reduced theses cases by 75 per cent.

Promote Corporate Governance

The Department did not manage to reduce repeat audit findings in internal audit follow-up report by 30 per cent. It only achieved 86 per cent compliance to the PFMA against a target of 100 per cent. Only 88 per cent execution of fraud prevention and enterprise Risk Management Plans was achieved against a target of 100 per cent.

3.3.
Programme 3:
Mineral Regulation

The purpose of the Mineral Regulation programme is to regulate the mineral and mining sector in order to ensure economic development, employment, transformation and environmental compliance.

3.3.1.
Programme Performance

Implement transformation policies

All targets under this objective were met and exceeded. They relate to:

· Number of consultations/ engagements with communities

· Number of industry workshops conducted

· Number of new HDSA entrants supplying the mining industry

· Number of rights issued to new HDSA entities

Nevertheless, the report does not clearly articulate the link between the first two measures and transformation.

Promote job creation

Thirty four Local Economic Development (LED) projects were created against a target of 76.

Twenty new Small Medium and Micro Enterprises (SMMEs) development projects were implemented by mining companies against a target of 40.

Seventeen thousand and twenty three jobs were created through issuing of new mining rights against a target of 14 000.

Promote sustainable resource use and management

All targets under this objective were met. They included:

· Percentage of approved environmental plans relative to rights issued

· Percentage of approved Social and Labour Plans relative to rights issued

· Percentage of evaluated work programmes relative to rights issued

It was worth noting that all the above are statutory requirements.

Reduce state environmental liability and financial risk

Six hundred and twenty nine rights and/or mines with inadequate financial provisions for rehabilitation were identified. All mines that were issued with closure certificates had no residual state liability.

Monitor and enforce compliance

· The Department conducted 164 legal compliance inspections against a target of 65.

· It conducted 1 898 environmental management plan/ programme inspections against a target of 1 740.

· Two hundred and fifty nine mining charter inspections (SLP and BEE) were conducted against a target of 160.

· Only 541 mining work programme/ prospecting work programme inspections were conducted against a target of 650. The shortfall was 109. However, according to the Strategic Plan, the target was 565. Therefore, shortfall was 24.

Attract, develop and retain skills

Only two HRD initiatives were implemented against a target of ten. Staff turnover was reduced by 0.2 per cent instead of one.

Fill funded vacancies

The vacancy rate was reduced by 51 per cent against a target of 50 per cent

Manage costs effectively

The Department managed to reduce wasteful, fruitless and irregular expenditure by 100 per cent.

Promote corporate governance

· Only 69 per cent of fraud prevention and risk management plans was executed.

· The Department managed to reduce repeat audit findings in the internal audit follow-up report by 38 per cent, exceeding the set 30 per cent targets.

· It fully complied with the PFMA.

3.4.
Programme 4:
Mineral Policy and Promotion

The purpose of this programme is to formulate mineral related policies and promote the mining and minerals industry of South Africa, thus making it attractive to investors.

3.4.1.
Programme Performance

Promote investment in the mining sector

The Department produced two beneficiation strategy implementation plans against a target of one. The target of implementing two economic strategic partnerships was achieved. Twelve publications were produced against a target of one. Eighty five SMMEs were supported against a target of 67. The Department met the target of forming five strategic partnerships.

Promote sustainable resource use and management

The Department met the target for developing one framework for mine environmental management. The Department rehabilitated three derelict and ownerless mines against a target of ten.

Fill funded vacancies

The Department did not achieve the target of reducing the vacancy rate by 50 per cent. The vacancy rate remained at 11 per cent.

Attract, develop and retain skills

The Department exceeded a target of reducing staff turnover. It was reduced by four per cent against the target of one per cent. The target of implementing ten HRD initiatives was achieved. The target of 80 per cent improvement in identified EE targets was not achieved.

Manage costs effectively

The Department did not achieve the target of reducing wasteful, fruitless and irregular expenditure by 60 per cent. The sub-programme had two cases of irregular expenditure during the year under review, which reflects an increase rather than a decrease in irregular expenditure.

Promote corporate governance

The Department was unable to reduce repeat audit findings in internal audit follow up report by 30 per cent. The sub-programme recorded a 75 per cent increase on repeat audit findings. 

The Department did not achieve 100 per cent compliance with the PFMA. It only managed 71 per cent.

The Department achieved a 43 per cent execution of the fraud prevention and enterprise risk management plans against a target of 100 per cent.

4.
Analysis of Expenditure Reports 

4.1.
The overall departmental allocation and expenditures for 2011/12 financial year 

The original budget allocated to the DMR for 2011/2012 was R1.036 billion, which was allocated to departmental programmes as follows:

· Administration R247.9 million

· Promotion of Mine Safety and Health R147.5 million

· Mineral Regulation R160.4 million

· Mineral Policy and promotion R480.4 million

After virements and shifting of funds the total budget came up to R1.038 billion, which was distributed between programmes as follows:

· Administration R265.9 million

· Promotion of Mine safety and Health R141.4 million

· Mineral Regulation R184.4 million

· Mineral Policy and Promotion R447.2 million

The actual expenditure was R1.029 million, which reflects an underspending of R9.5 million or 0.92 per cent. The underspending in the 2010/2011 was R1.1 million or 0.12 per cent. There was therefore an increase of R8.3 million in underspending between 2010/2011 and 2011/2012. Mineral Policy and Promotion had the highest expenditure of R446.2 million (43.3 per cent) and R442.3 million (44.5 per cent) in 2011/2012 and 2010/2011 financial years, respectively. The programme with the lowest actual expenditure was the Promotion of Mine Safety and Health, which registered R141.3 million (13.7 per cent) and R137.1 million (13.8 per cent) in 2011/2012 and 2010/2011 respectively.

4.2. Administration

Administration-spent R257.6 million or 96.8 per cent of the available R265.9 million. The actual spending is 4 per cent more than the projected expenditure of R247.9 million due to operational lease costs which were not adequately budgeted for and leave gratuity payments which were more than projected and unforeseen in nature.

4.3.
Promotion of Mine Safety and Health

Promotion of Mine Safety and Health-spent R141.2 million or 99.8 per cent of the available R141.4 million. Spending was 4 per cent below the projected R147.5 million. It was slower than expected due to delays in the procurement of technical equipment for mine survey and vacancies in the inspectorate due to the inability to attract skills with the current salary bands.

4.4.
Mineral Regulation

Mineral Regulation-spent R184.4 million or 100 per cent of the available R184.4 million. Spending is 14 per cent more than the R162.2 million projected expenditure.

4.5. Mineral Policy and Promotion

Mineral Policy and Promotion-spent R446.2 million or 99.7 per cent of the available budget of R447.2 million. Spending is 8 per cent below the R481 million projected. It is slow because of, among other things, under expenditure on travel and subsistence due to postponement of public participation workshops
4.6.
Economic classification of spending trends

4.6.1.
Current Payments

The current payments spent by the department amounted to R589.8 million or 98.4 per cent of the available R599.4 million. Spending was within the benchmark of the projected R588.8 million. The slow spending mainly in goods and services is due to unspent funds, Information Technology systems and office accommodation. 

4.6.2.
Transfers and subsidies

Transfers and subsidies spent amounted to R420.8 million or 100 per cent of the available R420.8 million, which is 4 per cent below the projected R438.4 million. There were savings that were shifted to current payments. This translates to spending is within the allocated funds. 

4.6.3.
Payment of capital assets

The payments for capital assets spent 18.6 million or 100 per cent of the available budget. Spending was 58 per cent more than the projected R11.7 million, mainly attributable to the reclassification of finance lease costs from the item goods and services to capital payments. The rehabilitation of ownerless and derelict mines were not realised as anticipated. There were delays in implementing the projects and capacity problems within the sub-programme Mine Environmental Management: Mine Closure Directorate. The sub-programme spent 69 per cent of the allocated budget. Transfers and subsidies to public entities and agencies constituted R438 million or 42 per cent of the total vote allocation.

5.
Analysis of the Department’s Annual Report and Financial Statements

5.1.
Analysis of Non-Financial Performance

The Department of Mineral Resources comprises four programmes, namely: Administration, Promotion of Mine Safety and Health, Mineral Regulation and Mineral Policy and Promotion.

5.1.1
Administration

This programme comprises: Audit Services Chief Directorate, Corporate Service Branch, the Office of the Chief Financial Officer and the Chief Operations Officer.

5.1.1.1.
Corporate Services Branch

Contribute to skills development

The Department had 15 mining career awareness initiatives against a target of eight.

Sustainably develop vulnerable groups

The Department exceeded the target of two projects facilitated and led by vulnerable groups by achieving six.

Communicate the DMR policies and programmes among internal and external stakeholders

The DMR exceeded the target of holding five media engagements by 2011/2012 by a variance of 18. It held a total of 23 media engagements. The DMR achieved the target of developing and implementing one new website and intranet by 2011/2012. The target of 80 positive or balanced news items by 2011/2012 was exceeded by 115.

Facilitate and support transformation initiatives

There is inconsistency in the manner in which the targets under this strategic objective are stated in the Strategic Plan and the Annual Report. The Strategic Plan stated the target was to initiate two mainstreaming projects for women in mining. The Annual Report reflects that 12 women mainstreaming projects were initiated against a target of four.

Develop, review and improve internal processes/ guidelines/ procedures

The Strategic Plan reflected a target of nine polices to be reviewed developed by 2011/2012. However, the Annual Report shows that 14 policies were developed/ reviewed against a target of three. Therefore the variance is wrongly reflected as 11 instead of five.

The Strategic Plan reflected a target of developing/ reviewing three guidelines and procedures by 2011/2012. However, the Annual Report shows that the Department exceeded the target by developing/reviewing two guidelines against a target of one. Therefore the Department did not achieve the target of developing/ reviewing three guidelines and procedures as stated in the Strategic Plan.

The DMR also did not achieve the target of implementing one service level agreement by 2011/2012.

Provide professional legal support and advisory service to Ministry and Department

The DMR achieved 68 per cent timeous response rate to opinions, appeals and litigation against a target of 75 per cent.

Effective implementation of the Performance Management Development System (PMDS)

The Department managed to sign only 89 per cent of SMS agreements within the prescribed period against a target of 100 per cent.

Facilitate management and leadership development

The Strategic Plan reflected a target of implementing six management development programmes by 2011/2012. However the Annual Report reflects the Department achieved the target of implementing two management development plans. The department trained 45 managers against a target of 12, thus exceeding the target by 33.

Filling of fully funded vacant positions

The Department only managed to reduce its vacancy rate by 18 per cent against a target of 50 per cent.

Attract develop and retain skills

The Department did not achieve a target of improving numbers for identified EE categories. It only achieved 32 per cent of this measure. It also failed to reduce staff turnover rate by one per cent. It implemented eight HRD initiatives out of a target of 10.

Align budget to strategy

The Department exceeded its target of allocating 80 per cent of budget to strategy by allocating 100 per cent.

Maximise utilisation of resources

The Department managed to reduce the number of assets disposed by branches prior to the end-of-lifespan by 100 per cent against a target of 15 per cent.

Manage cost effectively

The Department planned to reduce wasteful, fruitless and irregular expenditure by 60 per cent but only managed 18 per cent. It reported that verbal or written warnings were given to responsible officials. The Department also could not reach the target of five per cent underspending on allocated budget for goods and services. The underspending was 10.27 per cent of allocated budget.

Promote corporate governance

Management did not achieve a 30 per cent reduction in repeat audit findings on internal audit follow-up report within the branch. It only managed 16 per cent reduction. The Department achieved 100 per cent PFMA compliance. It executed 57 per cent of Fraud Prevention and Enterprise Risk Management Plans against a target of 100 per cent.

5.1.1.2.
Chief Financial Officer

Align ICT with business objectives

The Department did not manage to reduce licensing costs by 10 per cent in 2011/2012 financial year.

Attract, develop and retain skills

The Department reduced staff turnover rate by two per cent, instead of the planned five per cent.

Fill funded vacancies

It was reported that the Department did not manage to reduce the vacancy rate by 50 per cent as planned. However, the report reflects that the Department reduced the vacancy rate by 79 per cent, which should be reported as over achievement.

Manage costs effectively

The Department reduced wasteful, fruitless and irregular expenditure by 86 per cent, exceeding the target of 60 per cent.

Promote corporate governance

The Department executed 87 per cent of Fraud Prevention and Risk Management Plans against a target of 100 per cent. It slightly missed the target of reducing repeat audit findings on internal audit report. It reduced it by 29 instead of 30 per cent.

5.1.2. Promotion of Mine Health and Safety

The programme is composed of two sub-programmes, namely, Mine Health and Safety (Regions) and Governance Policy and Oversight. Mine Health and Safety (Regions) is responsible for conducting audits, inspections, investigations, enquiries and examination services, as well as enforcing the Mine Health and Safety Act and its provisions and providing professional advice. The Governance Policy and Oversight sub-programme develops policy and legislation to guide enforcement, provide technical support to regional offices, chair tripartite structures and facilitate HIV and AIDS work in the sector.

Promote health and safety

The Department reduced occupational injuries, fatalities, diseases and dangerous occurancies by 15 per cent instead of planned 20 per cent. The explanation provided was that the number of fatalities was higher than could be expected. It conducted 473 audits against a target of 396, thus exceeding the target by 77.

The Department exceeded the target of conducting 8 000 inspections by 161. It conducted 8161. It completed 83.5 per cent of enquiries against a target of 70 per cent, thus exceeding the target by 13.5 per cent. However, the above three targets do not appear on the relevant Strategic Plan.

Improve Turnaround Time

The Department did not achieve the target of completing 100 per cent of appeals. It managed to complete 76 per cent of appeals. It completed 93 per cent of Mineral and Petroleum Resources Development Act (MPRDA) applications against a target of 100 per cent. The explanation provided is that the target was not achieved because of Resolution 3 and shortage of staff. To rectify the situation, the Department reported that it has applied for exemption from Department of Public Service and Administration (DPSA) Resolution 3 and is awaiting outcome. The Inspectorate will continue with advertising and filling of vacant posts in 2012/2013 financial year.

The Department fell short of two per cent in achieving the target of 80 per cent improvement in adherence to prescribed time frames. Of the above measures, this is the only one appearing under Improve Turnaround Time strategic objective.

Attract, develop and retain skills

The Department achieved 35 per cent improvement for identified Employment Equity (EE) categories against a target of 80 per cent. It did not achieve the target of reducing staff turnover by one per cent. The reason provided for not achieving the planned percentage was Resolution 3 and shortage of staff. The Department exceeded its target of implementing 10 per cent Human Resources Development (HRD) initiatives by five.

Fill funded vacancies

The Department planned to reduce the vacancy rate by 20 per cent in 2011, according to the Strategic Plan (See page 37 of the Strategic Plan 2011-2014). However, in the Annual Report the number of HRD initiatives implemented is used as a measure for the above objective (See page 60 of the Annual Report 2011/2012).

Lack of alignment between these measures makes it difficult to assess performance against this objective.

Manage costs effectively

The Department exceeded its target of reducing wasteful, fruitless and irregular expenditure cases by 60 per cent. It reduced theses cases by 75 per cent.

Promote Corporate Governance

The Department did not manage to reduce repeat audit findings in internal audit follow-up report by 30 per cent. It only achieved 86 per cent compliance to the PFMA against a target of 100 per cent.  Only 88 per cent execution of fraud prevention and enterprise Risk Management Plans was achieved against a target of 100 per cent.

5.1.3.
Mineral Regulation

Implement transformation policies

All targets under this objective were met and exceeded. They relate to:

· Number of consultations/ engagements with communities

· Number of industry workshops conducted

· Number of new HDSA entrants supplying the mining industry

· Number of rights issued to new HDSA entities

Nevertheless, the report does not clearly articulate the link between the first two measures and transformation.

Promote job creation

Thirty four Local Economic Development (LED) projects were created against a target of 76.

Twenty new Small Medium and Micro Enterprises (SMMEs) development projects were implemented by mining companies against a target of 40.

Seventeen thousand and twenty three jobs were created through issuing of new mining rights against a target of 14 000.

Promote sustainable resource use and management

All targets under this objective were met. They included:

· Percentage of approved environmental plans relative to rights issued

· Percentage of approved Social and Labour Plans relative to rights issued

· Percentage of evaluated work programmes relative to rights issued

It is worth noting that all the above are statutory requirements.

Reduce state environmental liability and financial risk

Six hundred and twenty nine rights and/or mines with inadequate financial provisions for rehabilitation were identified.

All mines that were issued with closure certificates had no residual state liability.

Monitor and enforce compliance

· The Department conducted 164 legal compliance inspections against a target of 65.

· It conducted 1 898 environmental management plan/ programme inspections against a target of 1 740.

· Two hundred and fifty nine mining charter inspections (SLP and BEE) were conducted against a target of 160.

· Only 541 mining work programme/ prospecting work programme inspections were conducted against a target of 650. The shortfall was 109. However, according to the Strategic Plan, the target was 565. Therefore, shortfall was 24.

Attract, develop and retain skills

Only two HRD initiatives were implemented against a target of ten.

Staff turnover was reduced by 0.2 per cent instead of one.

Fill funded vacancies

The vacancy rate was reduced by 51 per cent against a target of 50 per cent

Manage costs effectively

The Department managed to reduce wasteful, fruitless and irregular expenditure by 100 per cent.

Promote corporate governance

· Only 69 per cent of fraud prevention and risk management plans was executed.

· The Department managed to reduce repeat audit findings in the internal audit follow-up report by 38 per cent, exceeding the set 30 per cent targets.

· It fully complied with the PFMA.

5.1.4.
Mineral Policy and Promotion

Promote investment in the mining sector

The Department produced two beneficiation strategy implementation plans against a target of one. The target of implementing two economic strategic partnerships was achieved. Twelve publications were produced against a target of one. Eighty five SMMEs were supported against a target of 67. The Department met the target of forming five strategic partnerships.

Promote sustainable resource use and management

The Department met the target for developing one framework for mine environmental management.

The Department rehabilitated three derelict and ownerless mines against a target of ten.

Fill funded vacancies

The Department did not achieve the target of reducing the vacancy rate by 50 per cent. The vacancy rate remained at 11 per cent.

Attract, develop and retain skills

The Department exceeded a target of reducing staff turnover. It was reduced by four per cent against the target of one per cent. The target of implementing ten HRD initiatives was achieved. The target of 80 per cent improvement in identified EE targets was not achieved.

Manage costs effectively

The Department did not achieve the target of reducing wasteful, fruitless and irregular expenditure by 60 per cent. The sub-programme had two cases of irregular expenditure during the year under review, which reflects an increase rather than a decrease in irregular expenditure.

Promote corporate governance

The Department was unable to reduce repeat audit findings in internal audit follow up report by 30 per cent. The sub-programme recorded a 75 per cent increase on repeat audit findings. The Department did not achieve 100 per cent compliance with the PFMA. It only managed 71 per cent. The Department achieved a 43 per cent execution of the fraud prevention and enterprise risk management plans against a target of 100 per cent.

5.2.
Analysis of Financial Performance

5.2.1. Statement of Financial Performance

The original budget for the Department was R1.036 billion. After virements and shifting of funds, the total budget was R1.038 billion (See page 21 of the Annual Report). The Departmental revenue was R93.1 million amounting to the total revenue of R1.132 billion. This is an increase of six per cent from the previous year’s total revenue. The appropriation increased from R995.8 million in 2010/2011 financial year to R1.038 billion in 2011/2012 or by 4.3 per cent.

The current expenditure amounted to R589.8 million or 57.3 per cent of total expenditure. This is an increase of R61.6 million or 11.6 per cent from the R528.1 million in the previous financial year. The larger portion of current expenditure (61.8 per cent) went to compensation of employees. This was followed by Goods and Services at 37.7 per cent of the total current expenditure.

Expenditure on Transfers and Subsidies amounted to R420.8 million or 40.9 per cent of total expenditure. This amount was divided as follows:

· Departmental Agencies and Accounts – R199.0 million

· Public corporations and private enterprises – R220.3 million

· Households – R1.5 million

Transfers to Departmental Agencies were divided as follows:

· Council for Geoscience – R154.4 million

· Mine Health and Safety Council – R5.3 million

· South African Diamond and Precious Metals Regulator – R39.4 million

Transfers to Public Corporations/ Private Enterprises were divided as follows:

· Mintek – R196.9 million

· Industrial Development Corporation of South Africa – R23.3 million

Transfers to Households were divided as follows:

· Leave Gratuity – R1.4 million

· Household claims against State – R5 000

· Donations and Gifts – R120 000.

Expenditure for Capital Assets amounted to R18.6 million or 1.8 per cent of total expenditure. Expenditure on Capital Assets was divided as follows:

· Tangible Capital Assets – R17.9 million

· Computer software – R630 000

Payment for Financial Assets amounted to R209 000, which was used to write off debts

The Department recorded a surplus of R102.7 million in the 2011/2012 financial year.

5.2.2.
Statement of Financial Position

The Department registered the total assets of R28.5 million and the total liabilities of R26.3 million resulting to the net assets of R2.1 million. There was a significant decrease in total assets, total liabilities and an increase in net assets of R29.7 million, 30.8 million and R1.8 million respectively. Net assets increased by 102.4 per cent between 2010/2011 and 2011/2012.

5.2.3. Report of the Auditor-General

5.2.3.1. Audit Opinion

The Department of Mineral Resources received an unqualified audit opinion in the 2011/2012 financial year.

5.2.3.2.
Report on other legal and regulatory requirements

Achievement of planned targets

Of the total number of planned targets, 107 targets were achieved during the year under review. This represents 72 per cent of total planned targets that were achieved during the year under review. In other words, 42 or 28 per cent of the targets were not achieved during the year under review.

According to the Auditor General, the root cause for failure to achieve some targets was the formulation of targets whose achievement was beyond the Department’s control.

Expenditure management

Money owed by the Department was not always paid within 30 days of receiving an invoice or statement, as required by section 38(1)(f) of the PFMA and Treasury Regulation 8.2.3.

Prepayments for goods and services (i.e. payments in advance of the receipt of the goods or services) other than where required by the contractual arrangements with the supplier was not avoided as required by Treasury Regulation 15.10.1.2(c).

Human Resources Management

Employees received overtime compensation in excess of 30 per cent of their monthly salaries, in contravention of Public Service Regulation I/V/D.2(d).

Employees acted in higher vacant posts for an uninterrupted period exceeding 12 months, in contravention of the Public Service Regulation 1/VII/B.5.3.

5.2.3.3 Irregular expenditure

The Department incurred an irregular expenditure of R7.97 million in the 2010/2011 financial year. Of this amount, R619 000 was condoned and an amount of R131 000 was recorded as recoverable. This resulted to the amount of R7.2 million recorded as irregular expenditure in the 2010/2011 Annual Report of DMR.

The Department incurred an irregular expenditure of R7.9 million in 2011/2012 financial year. The opening balance was R7.2 million plus R120 000 relating to irregular expenditure of the previous year adding up to R15.3 million. The condoned amount of R810 000 was subtracted from this amount leaving a balance of R14.4 million irregular expenditure awaiting condonation. There was no fruitless and wasteful expenditure recorded in the 2011/2012 financial year.

6.
Committee’s Observations

Having assessed the above information, the Portfolio Committee on Mineral Resources has made the following observations:

· Of the total number of planned targets, 42 were not achieved during the year under review. This represents 28% of total planned targets that were not achieved during the year under review.

· Employees received overtime compensation in excess of 30% of their monthly salaries, in contravention of Public Service Regulations I/V/D.2(d).

· The audit committee was not regularly meeting as it supposed to meet.

· The Department is seriously underfunded to the extent that it is difficult for it to perform some of its functions.

7. Conclusion

The Portfolio Committee on Mineral Resources commends the department for getting the unqualified report for the year 2011/2012. The Department met most of the target it set in the Strategic Plan (72 per cent). However, there are some of the targets that were not met (28 per cent) and are highlighted in this brief. In terms of financial performance, the Department recorded a surplus of R102.7 million. The Department is in a good financial position with assets worth more than its liabilities.

8. Recommendations

The Portfolio Committee on Mineral Resources recommends that the Minister of Mineral Resources ensures that:

· The Department of Mineral Resources should fast-track the filling of vacant posts, especially the funded vacancies. 

· The Department of Mineral Resources should create a recruitment and retention strategy for its staff members.

· The Department of Mineral Resources should fast-track the implementation of the talent management strategy to reverse the tide of staff-turnover.

· The Department of Mineral Resources should give quarterly reports of financial performance to ensure speedy observation of deviations and to prevent regression of audit outcomes. 

· The Department of Mineral Resources should build capacity to ensure the enforcement of compliance requirements.

· The Department of Mineral Resources should address the issues raised by the Auditor General in his 2011/12 financial year report and present to Parliament action plan thereof with specific timeframes.

· The Department of Mineral Resources should consider a downward adjustment for the Payment of Capital Assets in order to mitigate a possible over expenditure on Transfers and Subsidies.

· The Department of Mineral Resources should fast-track the quantification of government liability with regard to the Rehabilitation of Derelict and Ownerless Mines.

· The Department of Mineral Resources should ensure that inspections of projects that impact upon vulnerable groups are conducted.

· The Department of Mineral Resources should develop a much clearer score card used for compliance to the Mining Charter in order to prevent the confusion within the mining industry. 

Report to be considered

