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REPORT OF THE PORTFOLIO COMMITTEE ON HOME AFFAIRS BUDGETARY REVIEW AND RECOMMENDATION REPORT ON THE PERFORMANCE OF THE DEPARTMENT OF HOME AFFAIRS FOR  2015/16 FINANCIAL YEAR, DATED 1 MARCH 2017
1. INTRODUCTION 
As specified by section 5 of the Money Bills Amendment Procedures and Related Matters Act (MBAP) of 2009, the National Assembly, through its Committees, must annually assess the performance of each national department. A Committee must submit the Budgetary Review and Recommendation Report (BRRR) annually to the National Assembly which assesses the effectiveness and efficiency of the department’s use and forward allocation of available resources and may include the recommendations on the use of resources in the medium term.

The Committee must submit the BRRR after the adoption of the budget and before the adoption of the reports on the Medium Term Budget Policy Statement (MTBPS) by the respective Houses in November of each year. The Portfolio Committee on Home Affairs (the Committee), however only considered its BRRR on 5 December due to delays in the tabling of the Department of Home Affairs (DHA) Annual Report on 2 December rather than the end of September 2016. The Committee were briefed in time by the Electoral Commission (IEC) and the Government Printing Works (GPW) on their 2015/16 annual reports on 11 and 12 October 2016 along with a briefing by the Auditor General (AG).
1.1
The Portfolio Committee on Home Affairs
In line with the core objectives of Parliament, the mandate of the Committee is to consider and pass legislation; oversee and scrutinise executive action; facilitate international participation; and facilitate co-operative government and facilitate public participation and involvement.
On the basis of challenges and problems encountered by the Committee in its oversight and from the 2016 State of the National Address and National Development Plan 2030; key issues were put forward by the Committee covering the following entities: the DHA, IEC and GPW. 
The Report of the Committee is based primarily on the following activities:
· Briefings by Department and Committee deliberations.
· Drafting, consideration and voting on internal committee reports.
· Scrutinising Strategic and Annual Performance Plan, the State of the Nation Address, Policy documents, Estimates of National Expenditure, Medium Term Expenditure and Budget allocations as well as other external briefings and reports.
· Conducting oversight visits, public participation during constituency periods and committee meetings.
1.2
The Department of Home Affairs
The mission of the DHA is to ensure the efficient determination and safeguarding of the identity and status of citizens and regulation of migration to ensure security as well as to promote and fulfil South Africa’s international obligations. This mandate is administered through the following three overarching budget programmes:

Programme 1 - Administration: The programme provides leadership, management and support services to the Department of Home Affairs.
Programme 2 - Services to Citizens: The programme provides secure, efficient and accessible services and documents for citizens and lawful residents. This programme also includes the transfers to the IEC and GPW.
Programme 3 - Immigration Services: The programme facilitates and regulates the secure movement of people into and out of the Republic of South Africa through ports of entry; determines the status of asylum seekers and regulates refugee affairs. It also confirms and provides enabling documents to foreign visitors legally residing within the Republic of South Africa and enforces immigration legislation and effects deportations.
1. THE DEPARTMENT’S STRATEGIC PRIORITIES AND MEASURABLE OBJECTIVES
National government has fourteen outcomes and the DHA contributes to four of these outcomes, which comprise three Strategic Outcome Orientated goals for the 2015-2020 period. These in turn translate into nine Strategic Objectives as follows:
	                              STRATEGIC OBJECTIVES
	Strategic Outcome Oriented Goal 1: Secure South African citizenship & identity.

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

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

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

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

	
	2.2 
	Refugees and asylum seekers are managed and documented efficiently.

	
	2.3 
	Enabling documents issued to foreigners efficiently and securely.

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

Efficient.

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

	
	3.2
	Good governance and administration.

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

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


2.1
The Department’s Contribution to the National Development Plan (NDP)

The major focus of the NDP is to confront the triple challenge of poverty, inequality and unemployment by achieving higher growth rates. The DHA contributes the following to the NDP:

· Facilitating the acquisition of the critical skills so as to facilitate the building of capable state. 

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

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

· Through the modernization programme, seeking to reduce fraud and the cost of doing business.
2.2
Ministerial Priorities to Address Challenges
In support of achieving the strategic objectives of the DHA, government priorities and the NDP, the DHA has identified the following Ministerial Priorities for delivery by 2019:
	Priority
	Main 2019 Delivery

	1. Complete the Modernisation Programme
	Integrated digital systems and re-engineered processes (NIS, immigration and related) managed and protected by the required compliment of effective professionals.

	2. Establish an effective BMA
	Founding legislation, model and basic structures, people, processes and systems in place.

	3. Upgrade key ports of entry (6)
	New model piloted and implemented in 6 POEs with significant improvements in respect of infrastructure, processes and leadership.

	4. Comprehensive review of Immigration Policy
	Green Paper and White Paper approved and new comprehensive legislation drafted.

	5. Improved client experience through leadership (Moetapele)
	Officials at all levels responding to client needs by demonstrating leadership through improving front and back office culture, processes and systems.


3. ANALYSIS OF THE ANNUAL PERFORMANCE PLAN OF THE DHA
The Department of Home Affairs’ mandate is to safeguard the identity and status of every South African. Its strategic focus therefore primarily seeks to: secure the identity of each citizen; to manage immigration effectively and moreover, to deliver services effectively and efficiently. 

The Department has ambitions to be known as a professional department that delivers critical services in a high security environment and play a key role in national and personal security; in service delivery; and in socio-economic development.

The DHA’s strategic priorities for the 2015-2018 Medium Term Expenditure Framework (MTEF) as well as planned objectives and targets for the 2015/16 APP have a total of 9 objectives and 36 targets for the year. The number of objectives and targets across the three budget programmes (administration, services to citizens, and immigration services) in the current and former years as well as most recent performance rates are shown in table below.

	Programme 
	Objectives

2015/16
	Targets

2015/16
	Objectives 

2014/15
	Targets

2014/15
	Base: Achieved in 2014/15

	1. Administration
	4
	    19
	3
	21
	17 (81%)

	2. Services to Citizens
	2
	   5
	4
	7
	3 (43%)

	3. Immigration Services
	3
	  12
	4
	9
	6 (67%)

	Total
	9
	  36
	11
	37
	26 (70%)


2. SECTION 32 EXPENDITURE REPORTS 
The DHA made presentations on the Second and Third Quarter Expenditure and Performance Reports on 23 February 2016 and on the Fourth Quarter 2015/16 and First Quarter 2016/17 Reports on 23 August 2016. This report provides the Committee’s key deliberations and recommendations relating to the DHA’s performance in the latter two quarters. The highlights of the performance against strategic objectives were as follows: 

4.1 
Performance against Quarterly Targets

During the 4th Quarter of 2015/16, the DHA issued 683 550 Smart ID Cards to persons 16 years of age and above. There were 69 903 first issue Identity Documents issued within 54 working days and 51 468 re-issued IDs within 47 working days. Capturing of foreign travellers biometric details have been rolled out at Lanseria Airport, King Shaka International Airport, Cape Town International Airport and OR Tambo International Airport. This seeks to improve security and tracking of movements of persons, particularly those in transit through South Africa.

The Permitting Section has migrated from a manual to an electronic adjudication with regards to Temporary Residence Visas (TRV) and Permanent Residence (PR) Permits, reducing the amount of printing errors. The DHA processed in excess of 1.29 million travellers at our Ports of Entry from 22 March 2015 to 30 March 2016. There was an increase of 0.32 percent compared to the 2015/16 Easter period. 

Continuing challenges during the fourth quarter of 2015/16 were that births that occurred at health facilities after-hours, weekends and public holidays were not registered. Mothers were not all informed that births should be registered within 30 days after births. There are also capacity limitations at local DHA offices and health facilities to capture births within 30 days.

In order to improve efficiency of services in provinces, the reporting by Refugee Reception Offices (RRO) had been centralised to Head Office. In addition, a court ruling had confirmed the DHA decision to close the Cape Town RRO.  Progress was also being made in the RRO concept paper assessing the relocation of the processing of asylum seekers closer to the border. Land has already been procured in Lebombo in Mpumalanga nearer to the border for the new RRO.

The issuing of Refugee Identity Documents and travel documents is still a manual and slow process. The DHA was moving this function to Civic Services within Home Affairs offices so that these documents will be issued using the same systems as Citizens. There were also capacity challenges with regards to appeals. The adjudications of PR permits by employees at salary level 6 has been stopped since they are not appointed adjudicators. It was also reported that the verification of Permanent Residence for naturalisation is very thorough, with only 6 appointed staff members and it thus delays the naturalisation process.

During the Fourth Quarter, the DHA had a total of 42 targets of which 33 (78%) were achieved and 9 were not achieved. The 2015/16 overall performance, compared to 2014/15, improved by 8 percent. The DHA spent 99.9 percent of its budget for 2015/16. The auditing of these figures had not yet been finalised and could be delayed due to the need to update numbers to newly introduced accounting practice. The final appropriation for the year, including the DHA and the Electoral Commission was R7.345 billion. The revenue collected was R941 millions of which R209 million was collected via the Department of International Relations and Cooperation (DIRCO) performing DHA functions at missions abroad. Additional revenue will be recorded once DIRCO has collected and deposited outstanding monies into the National Revenue Fund.

During quarter one of 2016/17, the DHA had 38 targets, of which 82 percent were achieved. The reason why the DHA was still continuing with ID books, despite the new Smart ID, was because there were still mostly small rural offices which relied on manual applications. From April to June 2016 there were 190 440 births registered within 30 days; 719 178 Smart ID Cards issued to citizens 16 years of age and above; 63 223 first issue IDs within 54 working days and 43 872 re-issued IDs within 47 working days. The introduction of a stable power supply at BVR (Population Registry Office), had improved efficiency in this regard.

A total of 98 percent of Business and General work visa applications are completed within 8 weeks and 96 percent of Critical Skills work visa applications were finalised within 4 weeks.

One of the reasons for many uncollected documents was due to the fact that banks and airlines still accept the driver’s licence as a form of identification. The DHA is improving significantly on dispatching Smart ID Cards and Passports with the eHome Affairs platform being expanded to allow online applications and payments. Naturalised citizens were not yet able to apply for Smart ID Cards because the DHA was still in the process of verifying their data on the National Population Register.

Cabinet approved the DHA move to the Justice, Crime Prevention and Security (JCPS) Cluster of government departments. A service provider has been appointed to help with a business case to develop specific legislation defining the DHA’s mandate in a manner similar to those for the other JCPS departments.

Resource constraints had hampered operations. The DHA was not in a position to replace new officials once they had resigned. There was a directive from National Treasury (NT) to cut the DHA’s Compensation of Employee’s budget by R255 million in the next financial year. 
DHA was dependent on the Transnet National Ports Authority (TNPA) for accommodation and had to pay rent to TNPA in sub-optimal locations whilst it was in fact assisting them to clear persons coming through the harbours. The DHA was still using the old Movement Control System at some Ports of Entry which is not integrated fully with the new Enhanced Movement Control System.

Expenditure for the first quarter of 2016/17 was at 29.6 percent of the annual budget. Higher than 25% linear projection expenditure was due primarily to additional funds submitted to the IEC for the local government elections. All business units were reported to be doing well except Households which, albeit a relatively small allocation, had already overspent 182.1 percent of its budget. This was due to pay out of benefits to higher than anticipated numbers of officials exiting the DHA. The provinces had on average spent about 23 percent of their budget for the quarter.

Passport and ID applications were mostly automated, however births, marriages and deaths (BMD) were still reliant on manual processes, which created security and service delivery challenges for the DHA. Death registration is still a challenge because people are abusing the system and not all fingerprints are being verified yet. A process was in place to ensure the automation of BMD.

The Border Manager Authority (BMA) will be established by the DHA which would include several functions currently performed by various other departments and state organs. The vetting of BMA staff would be done as prescribed by legislation. All DHA staff appointed had as much of relevant documents and verifications done by the DHA as possible before submitting to the State Security Agency (SSA) since it takes the SSA longer to complete the vetting given its challenges of capacity. If a person fails the necessary security clearance, the person has to be moved to another directorate and this was a challenge since most sections of the DHA require security clearance. 

During the First Quarter, the following were the targets that were achieved/not achieved per programme:

	Programme
	No. of targets
	Targets achieved
	Targets not achieved

	a. Administration
	24
	
	19
	
	5
	

	b. Citizen Affairs
	5
	
	5
	
	0
	

	c. Immigration Services
	9
	
	7
	
	2
	

	Total
	38
	
	31
	
	7
	

	Percentage
	100%
	
	82%
	
	18%
	


The DHA reported on reasons for targets that were not achieved in the First Quarter of 2016/17:

· A service provider was supposed to be contracted to support a business case for a modern, secure DHA. The related tender had however only been concluded at the end of July 2016.

· The report reviewing the current status of Live Capture for Refugees Smart ID Cards and travel documents was not completed.

· The automation of Births, Marriages and Deaths (BMD) still had business requirements under development.

· The concept paper on moving RROs close to borders was not yet approved by the Minister of Home Affairs during the reporting period.

· The DHA’s dependency on the Department of Public Works resulted in it not being able to improve the infrastructure at 15 selected POEs. 

· The BMA will be established as an entity reporting to the Minister of Home Affairs by April 2017. During the reporting period, the related Change Management Plan should have been approved by the DG, but due to the lack of technical expertise, the BMA Project Manager Office still had to appoint a service provider to prepare and implement the Plan.

4.2
Financial Report per Programme

The total budget of the DHA was R7.167 billion for 2016/17. This included the R1.587 billion transferred to the Electoral Commission and R134.4 million earmarked for the Represented Political Parties’ Funds. The funding for DHA alone was R4.9 billion. Of the R7.167 billion, it was reported that R2.1 billion had been spent, which represented 29.3 percent of the total budget. 

	Per Programme
	Budget R’000
	Expenditure
	Available Budget
	% Spent

	Administration
	R2 087 250
	R462 202
	R1 625 048
	22.1%

	Citizen Affairs
	R2 104 309
	R910 441
	R1 193 868
	43.3%

	Immigration Affairs
	R1 026 425
	R301 019
	R725 406
	29.3%

	Provinces
	R1 949 156
	R449 128
	R1 500 028
	23.0%

	Total
	R7 167 140
	R2 122 790
	R5 044 350
	29.6%


Expenditure per programme and provinces of the 1st Quarter of 2016/17

The DHA spent 29.6 percent which is 4.6 percent over the linear projection. The provinces however, had spent 23 percent of their budget for the quarter.  Northern Cape Province spent 27 percent, and Mpumalanga Province underspent by a significant amount at only 18.2 percent, which is 6.8 percent below the linear projection. Compared to the pervious financial year’s first quarter there has been a significant reduction in overspending in provinces from 30 percent to 23 percent; bringing the DHA more in line with National Treasury guidelines. The low spending in Mpumalanga will be monitored by the Committee.
	Province
	Expenditure Quarter 1 2015/16
	Expenditure Quarter 1 2016/17

	Eastern Cape
	25.3
	23.4

	Free State
	36 (significant Goods and Services budget shortage)
	24.4

	Gauteng
	34 (contractual commitments on goods and services)
	24.3

	KZN
	42 (as at mid-August and in-line with projections)
	22.1

	Limpopo
	25.6
	26.3

	Mpumalanga
	26
	18.2

	North West
	25
	21

	Northern Cape
	32
	27

	Western Cape
	24
	22

	Total Average
	30
	23


In terms of economic classification, the DHA had spent higher than the linear projection of 25 percent of the budget allocations for the quarter on the following: 

· 39 percent of the Department Agencies and Accounts, 

· 182 percent on Households, 

· 62 percent on Machinery and Equipment, and 

· 29 percent on Goods and Services. 

It was reported that this expenditure was in line with expectations and would normalise by the year’s end. Significant Households overspending was due to higher than expected payments to those who were exiting the Department either through resignations, dismissals or death. Given the continued occurrence of this issue, the CFO committed to plan better in this regard for the future. In terms of revenue collection, the DHA had projected to collect R163 069 million and only collected R70 958. However, revenue from foreign missions collected by DIRCO were yet to be reflected.

3. ANALYSIS OF IEC, GPW & DHA 2015/16 ANNUAL REPORTS 

The Committee considered the 2015/16 annual reports of the IEC and the GPW on 11 and 12 October 2016 along with a briefing by the AG on these reports. The DHA Annual Report was only tabled on 5 December 2016 rather than the end of September 2016 as required. Reasons for the late tabling were given in a tabled letter to Parliament on 29 September as required as well as to the Standing Committee on Public Accounts on 28 October (see section 6.4 below).  The Committee were briefed on the DHA’s annual report on 6 December, thus not leaving much time for analysis of the report by the Committee for inclusion in its BRRR.
5.1
The Electoral Commission of South Africa Annual Report
The IEC indicated in their presentation to the Committee on 12 October on its Annual Report that the mission, vision, values and legislative mandate of the IEC had remained the same as the previous year. The IEC has three Strategic Outcome-Oriented Goals which are:

· strengthening governance, institutional excellence, professionalism and enabling business processes at all levels of the organisation; 

· achieving pre-eminence in the area of managing elections and referenda, including strengthening of a cooperative relationship with political parties; and 

· Strengthening electoral democracy.

The Commission has three programmes, namely, Administration, Electoral Operations and Outreach. It was reported that the IEC had 33 targets and achieved 26 (79%) of the targets during the reporting period. The Auditor-General gave the IEC an Unqualified Audit Opinion. Further reporting was on the actual targets that were achieved and those that were not achieved.

It was reported that the 2016 Local Government elections had an impact on the Annual Report. For instance, the number of Commission meetings held were 16 instead of 9. The number of bursaries awarded was 67 instead of 80 since staff were preparing for the elections held on 3 August 2016. The number of voters on the voters’ roll was 25 642 052 which exceeded the planned target by 216 831 due to the extensive communication by the IEC. The number of voting stations planned was 22 600 and the actual achievement was 22 569 due to the demarcation of the municipalities. 

It was further reported that the audience reached through the media such as radio and television exceeded targets by 8.5 percent. This was despite the negative media emanating from a number of issues and the overall public perception of the IEC was primarily positive or neutral.

The IEC received an unqualified opinion on their financial statements with one emphasis of matter on irregular expenditure but there were no financial misstatements. The irregular expenditure was attributed to non-compliance with procurement legislation but this was subject to a debate on the interpretation of the law between the AG and the IEC that would be decided by National Treasury. This matter was raised by the AG on 31 July 2016, close to the Local Government Elections on 3 August 2016. The IEC was thus not able to meet with the AG. The two parties will still meet to come to a common understanding. The Auditor general also indicated, however, that the internal audit unit of the IEC was not functioning adequately and did not meet the required amount of times
IEC revenue was R1.534 billion and expenditure was R1.412 billion leaving a surplus of R118 million, which was in fact used since the second registration weekend was moved into the new financial year. 

The IEC Chairperson expressed gratitude for the support received from the Portfolio Committee, the Department of Cooperative Governance and Traditional Affairs, municipalities and the South African Local Government Association. As result of the support, the IEC was able to achieve its objectives despite the challenges it faced for the Local Government Elections. The IEC was currently rolling out debriefings on the elections at the provinces, if there was a need for legislative amendments to improve on its operations, the IEC will brief Parliament during an elections debriefing.

5.2
The Government Printing Works Annual Report
The GPW completed the transformation process to a government component which started in 2009. The entity has received an unqualified audits and revenue has doubled since 2009. Current work on the State Printers’ Bill is still with the Deputy Minister of Home Affairs and it may come to Parliament in 2017. It was further emphasised that GPW has not received funding from National Treasury in the past three years and is self-funding. There were 26 targets planned for the reporting period and 23 were achieved which represented 88 percent.

GPW has three strategic outcome-oriented goals and it continued printing Smart ID Cards. There were 2 414 929 cards printed during the reporting period. There was ongoing renovation of the Pavilion 3 of the new GPW printing facility and it is a National Key Point. Employees were being migrated to the new GPW facility. 

The revenue collected was R1.138 billion. There was an irregular expenditure of R32 million which related to a number of tenders where three quotations were not sourced, however the Public Finance Management Act (PFMA) allows for deviation if reasons are given, however the Auditor-General felt that the motivation given was not sufficient.

Security risk management was not achieved in the past two financial years, in part since a full time Financial Manager had not yet been employed. It was reported that the Financial Manager had now been employed. There is an internal audit unit and it is fully functional reporting directly to the CEO. The vacancy rate at GPW has been reduced.
5.3
Department of Home Affairs Annual Report
The review outlines selected performance and finance against the outlined targets for 2015/16. This is done in comparison with the performances of the previous financial years (2014/15).

5.3.1
Performance by Programme
During the year under review, the DHA reports fully achieving 81% or 29 of the 36 targets it set for 2015/16. When compared to the previous financial year, this shows an improvement from the 70% achieved or 26 of the 37 set targets in 2014/15. For the past three financial years, there has been significant decline on the percentages of targets not achieved by the DHA from 47% for 2013/14 to 30% for 2014/15 and 19% for 2015/16. 

Programme performance

	Programme 
	2014/15 Targets Set
	2014/15 Targets Achieved 
	2015/16 Targets Set 
	2015/16 Targets 

Achieved 
	2015/16 Percent  Achieved Targets  

	1. Administration
	21
	    17
	19
	18
	18 (95%)

	2. Services to Citizens
	7
	   3
	5
	4
	4 (80%)

	3. Immigration Services
	9
	  6
	12
	7
	7 (58%)

	Total
	37
	  26
	36
	29
	29 (81%)


Despite the recorded improvement on the targets achieved (81%) for the year under review (2015/16), the Auditor-General of South Africa (AGSA) raised material findings on the reliability of the reported performance information. The material findings in question continue to be reported in programme 3 (Immigration Affairs). 

For the past three financial years of 2013/14, 2014/15, and 2015/16, AGSA has been reporting that performance information reported by DHA is not valid, accurate and complete when compared to the source information or evidence provided. This is mainly due to lack of monitoring of the completeness of source documentation in support of actual achievements and frequent review of validity of reported achievements against source documentation.  This raises a question whether the Department actually achieved 80% of set targets. For example, AGSA on page 162 of the annual report states that the reported achievements against planned targets for 20% of important indicators was not reliable when compared to the source information or evidence provided.

Programme 1: Administration – the purpose of this programme is to provide leadership, management and support services to the department.
	Total targets reflecting on the Annual Report
	25

	Total targets set Annual Performance Plan (APP)
	25

	Targets achieved
	24/45

	Targets not achieved
	1/23

	Targets not reported on
	0

	Performance success rate
	96.%

	Total budget spent
	R1,76 billion or 99.9%


The table above reflects that out of a total of 25 performance targets set for 2015/16 under Programme 1, the DHA achieved 24 (reflecting 95% achievement rate). This shows a significant improvement compared to the previous financial years 50% and 81% in 2013/14 and 2014/15 respectively.

This programme was allocated R1,76 billion and spent R1,75 (or 99.9%) of the budget. The under-expenditure is attributed to 4 of the 5 sub-programmes under this programme. The Ministry sub-programme has the largest under-expenditure of R1.96 million.

Programme 2: Citizen Affairs – the purpose of this programme is to provide a secure, efficient and accessible services and documents for citizens and lawful residents.
	Total targets reflecting on the Annual Report
	5

	Total targets set Annual Performance Plan (APP)
	5

	Targets achieved
	4/5

	Performance success rate
	80%

	Total budget spent
	R4,85 billion or 99.9%

	


The DHA achieved 4 of the 5 set targets for this programme (reflecting 80% achievement rate). This shows a significant improvement compared to the 43% achieved in 2014/15. It should be noted that there is a decrease in the number of set targets from 7 in 2014/15 to 5 in 2015/16. The only target that was not achieved under this programme is the registration of 750 000 births (set target) within 30 calendar days of birth, instead the DHA managed to register 703 765 births during the period under review. This is attributed to children born on weekends and after hours as well as due to staff capacity limitations.
The Citizen Affairs programme consumes the bulk of the department’s overall budget as it comprised 66.1% of the total DHA total budget for 2015/16. The total allocation for this programme is R4,86 billion and the DHA spent R4,856 billion (99.9%) for the year, under-spending by of R2.1 million.

Programme 3: Immigration Services – the purpose of this programme is to facilitate and regulate the secure movement of people through the ports of entry into and out of the Republic of South Africa, determine the status of asylum seekers and regulate refugee affairs, confirm and provide enabling documents to foreign visitors legally residing within the Republic, enforce immigration legislation and affect deportations.
	Total targets reflecting on the Annual Report
	12

	Total targets set Annual Performance Plan (APP)
	12

	Targets achieved
	7/12

	Performance success rate
	58%

	Total budget spent
	R731,406 or 99.8%


The DHA achieved 58% of its 12 set targets for this programme. This shows a decline compared to the 67% achievement rate recorded in 2014/15. Historically, the DHA appears to be struggling with achieving set targets under this function. There is an increase in the number of set targets for this financial year as compared to the previous year, from 9 to 12 in 2014/15 and 2015/16 respectively.

This programme consumes the smallest part of the total budget of the DHA. The total allocation for this programme is R731 million and the Department spent R729 million (99.8%) for the year under review. The 58% achievement rate of performance targets under this programme raises concerns, given that the entire budget was almost spent, indicating no proper alignment of set targets vs. the budget allocated.

5.3.2
Financial Statements
The overview of financial statements is derived largely from the Report of the Accounting Officer and is compared with analysis from the previous financial year (2014/15).

5.3.2.1 Overview of Departmental revenue

[image: image3.png]Percentage real growth

Programme 2: Nominal and real growth
between 2015/16 and 2016/17

20

00

Staus o

Gremment  Electoral  Represented
%o Prining  Commisson Poitical
Provinces  Works. Parties's Fund

200 Man
<00
€00
00

-1000

—e—Nominal Percentchangs n2016/17 e~ Res! Percent change in 2016/17



The DHA received an initial budget allocation of R6,45 billion as voted funds. During the adjustment estimate, an additional amount of R898 million (R921,5 million for self-financing, R68,6 million for salary adjustments and less R92,2 million transfer of baseline amount in respect of foreign operations) was allocated. The self-financing mechanism was created by National Treasury in terms of which the DHA is allocated part of the revenue it collects during the financial year to pay for certain expenditure incurred. However, the funds are only transferred around February of each year once the appropriation bill is signed, and this process caused delays in the payment of invoices. In this regard, the National Treasury is currently engaging in a process of including the amount for self-financing in the department’s baseline amount. These adjustments resulted in a final budget allocation of R7,35 billion.
Accounting treatment for revenue collected abroad

DIRCO collects revenue on behalf of the DHA on an agent/principal relationship and deposits money directly to the National Revenue Fund. During the past financial years, the DHA obtained an exemption from National Treasury, wherein revenue collected abroad was recognised in their books on receipt of supporting documents and not when cash is received due to the delay in receiving documents from missions/embassies via DIRCO. This is further detailed in the section on SCOPA below.
5.3.2.2 Virements
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During the year under review, the department shifted funds between programmes/economic classification in line with the Public Finance Management Act (PFMA) and the set threshold of 8% was not exceeded. The funds were then utilised as per the table below, the R94 million concerned was transferred from the Administration and Citizen Affairs to Immigration Affairs programmes:
5.3.2.3 Overview of Programme expenditure
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The DHA continued to improve the management of its budget during the year under review and underspent its allocation by only 0.07%. However, it should be noted that the baseline budget of the DHA over the MTEF period is being reduced in line with Government’s austerity measures. Considering this, it is concerning that around R5.4 million was unspent in 2015/16 compared to only R374 thousand in the previous years. It can however be argued that given the 10% improvement in performance against targets, there is nonetheless improved service delivery by the DHA. So as to be able to live within the reduced baseline in the coming financial years, the department has revisited its APP targets and has developed intervention strategies aimed at delivering more with fewer resources for example, considering the use of Video Conferencing, Voice over IP and a Document Management system. 
5.3.2.4
Unauthorised, Irregular and Fruitless Expenditure
The department did not incur unauthorised expenditure during the year under review and the previous balance of R1,088 billion has been approved by Parliament. SCOPA has recommended that the whole balance be a direct charge against the National Revenue Fund. Once the Finance Bill is promulgated, this amount would be cleared. 
Irregular expenditure to the amount of R9,2 million was incurred in the year under review and an amount of R3,1 million was condoned by the Accounting Officer. The major contributing factors were non- adherence to stipulated evaluation criteria in the bid documents, noncompliance with the provisions in respect of advertising conditions, use of single sourced quotations without approval for deviation and overtime worked beyond 30% threshold without prior approval due to unplanned circumstances mainly in front offices and border ports of entry. 
An additional amount of R5 million was incurred in the 2013/14 financial year. Furthermore, the opening balance was reduced by R115 million for irregular expenditure, which was condoned in the previous financial year but not processed in respect of finance lease transaction entered into by the Department and Gijima with regard to Who Am I Online (WAIO) Project. 
A total amount of R0,99 million as against (R0,96 for 2014/15) has been recorded as fruitless expenditure in the current financial year mainly due to ‘no shows’. ‘No shows’ indicate those instances where officials fail to show up at a hotel after a booking was made. These cases have been referred to the Loss Control Committee for its consideration. Depending on the recommendations of the committee, any official responsible for fruitless expenditure will be held accountable for the loss. Traffic fines are not recorded on the fruitless and wasteful expenditure register as such expenditure is summarily deducted from the salary of the driver involved. An amount of R335 million has been cleared in respect of the WAIO contract as the matter was settled. 
5.3.2.5 Investigations 
Who Am I on Line (WAIO) - As reported in the previous financial years, the department commissioned an investigation into the awarding of the WAIO tender, and requested the condonement of expenditure incurred for the implementation of WAIO from the Minister of Public Service and Administration. While proceeding with investigations, DHA was informed that the Public Protector and the Special Investigating Unit (SIU) would also be investigating the matter. During the period under review, a request for a progress report was submitted to both entities on 6 March 2015 and a response is still awaited.

Ikgodiseng - As reported in the previous financial years, the department awarded a three-year tender to Ikgodiseng Consortium for Adult Basic Education and Training (ABET) for R3,9 million per annum for a period of three years with a total value of R11,7 million. On 23 December 2011 it was discovered that a payment of R5,5 million was made while the services were not rendered. The matter was reported to the HAWKS for investigation and the Auditor- General for information, and an order was obtained to freeze their bank account. The department further instituted legal proceedings to recover the amount. The civil matter is still pending in court. 
The Hallmark building - During 2004, the Department of Labour declared the Civitas Building Headquarters of the DHA unsuitable for human occupation in terms of the Occupational Health and Safety Act. During 2008, DPW managed to procure Hallmark office building in the CBD area in line with a Cabinet Resolution. However, there were significant differences between the two buildings, namely: (a) Size of the building and (b) Price per square metre. The DHA has been informed that the procurement of the Hallmark building is being investigated by the Offices of the Public Protector and Special Investigations Unit; a report is still awaited. 
Security Tender - The department procured security services (R93,5 million) through a tender process and awarded it to various service providers per allocation of provinces. During the year under review, a complaint was received from the public alleging that the bid proposal submitted by one of the awarded suppliers may be in violation of the provisions of the Supply Chain Management guidelines. Based on this report, Internal Audit was requested to conduct an investigation and recommended that a full scale forensic audit be conducted into the award of this tender. The DHA has already appointed external forensic auditors. The final report is awaited. 
Deviations from Procurement - As reported in the previous financial year, in conducting the audit, the AG issued negative audit findings against the DHA on procurement of four transactions/contracts. The AG found that in procuring goods and/or services from the service providers through a process of deviation was irregular. The DHA disputed the findings and maintained that the procurement of goods and/or services from the four service providers was in full compliance with the applicable legal prescripts and the deviation process that was invoked. The matter was then referred for an arbitration process. In three of the four cases the Arbitrator found in favour of the DHA. 
On the last contract, however, the DHA appointed Human Science Research Council (“HSRC”) through deviation to conduct a study on migration policy trends in order for the Department to develop an appropriate policy on international migration. The AG issued a negative finding in that the Department should have tested the market to establish whether HSRC is a sole supplier therefore the deviation and the reasons furnished for deviation were invalid and therefore irregular. The Arbitrator upheld the AG’s findings. A request for condonation will be submitted to National Treasury. 

5.3.2.6 Pending legal claims: R1,112 billion

Immigration and Civic Affairs: R207,5 million and R32,9 million - Immigration claims arise mainly out of the unlawful arrests and detention of illegal foreigners, as well as damages arising from the department’s failure to timeously make decisions on permits. The increase in Civic Services claims (from R12,3 million in 2014/15 to R32,9 million in 2015/16) is due to a claim of R20 million from a person alleging that the DHA declared him deceased while he is alive. 

Labour disputes: R39,5 million - This amount relates to labour disputes of which awards have been granted against the department. However, the matters have been referred to the Labour Court/Labour Appeal Court for adjudication. 

5.3.2.8
Tenders: R630,6 million

This claim relates to a tender invitation in respect of the expansion of the Electronic Document Management System (EDMS), which was done through SITA. The tender was not finally awarded, however, the participants in the tender process (Valor IT – R28,2 million and New Dawn Technologies - R602,4 million) are claiming that the tender was awarded to them. During the year under review, the parties agreed to join the claim under one law suit and the matter is now proceeding for court hearing after the discovery of relevant documents by both parties. 

5.3.2.9
Contracts: R197 million

The Department has managed to reach an out of court settlement (withdrawal, each party to pay its own costs) with Chillibush for a claim amounting to R18,3 million. A claim from Mstrat Consulting CC to the value of R2.2 million arising from submitting a tender with a fraudulent tax certificate, which was duly awarded, has been removed from the register, as a summons has not been received. The major cases of claims are as follows: 
· Double Ring (Pty) Ltd / Minister of Home Affairs: R171,5 million
· Most Khoza Enterprises: R2,5 million 
· Borekhu Travel Tours: R4 million 
· Peak Security (Pty) LTD: R10,158 million 
· Other Claims: R5,3 million

5.3.4
Auditor General (AG) Report
In the opinion of the AG, except for the possible effects of the matters described in the basis for qualified opinion paragraphs, the financial statements present fairly, in all material respects, the financial position of the DHA as at 31 March 2016, and its financial performance and cash flows for the year then ended, in accordance with Modified Cash Standard prescribed by the National Treasury and the requirements of the PFMA.

5.3.4.1 Audit Report on Financial Statements

The DHA received a qualified Audit Opinion from the AG based on the following two reasons:
· Departmental revenue and NRF Receipts to be surrendered to the National Revenue Fund 

The AG was unable to obtain sufficient appropriate audit evidence that the departmental revenue and receipts payable to NRF has been properly accounted for, due to the status of the accounting records and reconciliations performed. The DHA did not prepare accounting records and reconciliations of repatriation deposits and refunds relating to Immigration Control Account (ICA). In addition, I was unable to obtain sufficient appropriate audit evidence that all receipts and payments had been recorded, as the department did not have adequate accounting records for the related bank account and I could not confirm this by alternative means. I was unable to confirm the departmental revenue and receipts payable to NRF by alternative means due to the lack of the required accounting records and reconciliations. Consequently, I was unable to determine whether any adjustment to the following financial statement items and the related change in accounting policy disclosure note to the annual financial statements, was necessary:  

• Departmental revenue & receipts to be surrendered to NRF stated at R3,2 billion (2015: R3,19 billion).

• Departmental revenue stated at R1,08 billion (2015: R1,11 billion).

• Current Receivables stated at R1,76 billion (2015: R1,65 billion).

• Cash and cash equivalents stated at R616,9 million (2015: R662,18 million)

· Accruals and payables not recognized
The AG was unable to obtain sufficient appropriate audit evidence that confirmed balances with other departments, as disclosed in note 19 to the financial statements, for the current and prior year had been properly accrued for, due to the lack of adequate account balance reconciliations. AG was unable to confirm these accruals by alternative means. Consequently, AG was unable to determine whether any adjustment to the following balances in the financial statements was necessary. 

• Accruals and payables not recognised – stated at R211 million (2015: R159 million).

• Contingent liabilities – R237 million (2015: R256 million).

Emphasis of matters

Attention was drawn by the AG to the following matters without modifying the audit opinion.

· Significant uncertainties – Contingent Liabilities: With reference to note 17 to the financial statements, the DHA is the defendant in various claims against the department. The department is opposing the claims. The ultimate outcome of the matters cannot presently be determined and no provision for any liability that may result has been made in the financial statements. 
· Restatement of corresponding figures - As disclosed in note 32 to the financial statements, the corresponding figures for 31 March 2015 have been restated as a result of errors discovered during 2016 in the financial statements of DHA at, and for the year ended 31 March 2015. 
· Payables - Payables which exceed the payment term of 30 days as required in Treasury Regulation 8.2.3 amount to R338,44 million. This amount, in turn, exceeds the voted funds to be surrendered of R5,35 million as per the statement of financial performance by R333,1 million. The amount of R333,1 million would therefore have constituted unauthorized expenditure had the amounts due been paid in a timely manner. 
Additional matters
Attention was also drawn by the AG to the following matters without modifying the audit opinion.

Unaudited supplementary schedules- The supplementary information set out on pages 94 to 103 of the DHA Annual Report did not form part of the financial statements and was not audited. This section deals with governance and includes matters related to Risk Management, Fraud and Corruption, Minimising Conflict of Interest, the Code of Conduct and Health, Safety and Environmental Issues.
5.4.3.2
Report on other legal and regulatory requirements

Predetermined objectives

AG performed procedures to obtain evidence about the usefulness and reliability of the reported performance information for the following selected programmes presented in the annual performance report of the department for the year ended 31 March 2016:
• Programme 2: Citizen Affairs on pages 71 to 72

• Programme 3: Immigration Affairs on pages 85 to 92

AG further performed tests to determine whether indicators and targets were well defined, verifiable, specific, measurable, time bound and relevant, as required by the National Treasury’s Framework for managing programme performance information (FMPPI). 

Reliability of reported performance information

The FMPPI requires auditees to have appropriate systems to collect, collate, verify and store performance information to ensure reliable reporting of actual achievements against planned objectives, indicators and targets. For 20% of indicators, the reported achievements against planned targets were not reliable. AG was unable to obtain sufficient appropriate audit evidence for the target in one instance, in addition, the reported achievements against planned targets for another important indicator was not reliable when compared to the source information or evidence provided. This was due to lack of monitoring of the completeness of source documentation in support of actual achievements and frequent review of the validity of reported achievements against source documentation. 

Additional matters: AG drew attention to the following matters: 

Adjustment of material misstatements - AG identified material misstatements in the annual performance report submitted for auditing on the reported performance information for Programme 3: Immigration Affairs. As management subsequently corrected only some of the misstatements, AG raised material findings on the reliability of the reported performance information. 
Compliance with legislation

AG performed procedures to obtain evidence that the DHA had complied with applicable legislation regarding financial matters, financial management and other related matters. Material findings on compliance with specific matters in key legislation are: 

· The financial statements submitted for auditing were not prepared in accordance with the prescribed financial reporting framework and supported by full and proper records as required by section 40(1) (a) and (b) of the Public Finance Management Act. 
· Material misstatements for goods and services, payables, commitments, contingent assets, accrued departmental revenue, irregular expenditure, operating lease commitments, immovable assets, tangible moveable assets and intangible assets identified by the auditors in the submitted financial statements were subsequently corrected and the supporting records were provided subsequently, but the uncorrected material misstatements and supporting records that could not be provided resulted in the financial statements receiving a qualified audit opinion. 
· Contracts were awarded to bidders based on preference points that were not allocated and calculated in accordance with the requirements of the Preferential Procurement Policy Framework Act and its regulations. 

· Appropriate processes were not developed and implemented to provide for the identification, collection, recording, reconciliation, safeguarding of information about revenue, as required by Treasury Regulations. Effective and appropriate steps were not taken to collect all money due, as required by the Public Finance Management Act and Treasury Regulations.

Internal control

AG considered internal control relevant to the audit of the financial statements, annual performance report and compliance with legislation. The matters reported below are limited to the significant internal control deficiencies that resulted in the basis for qualified opinion, 
Leadership - A lack of effective oversight responsibility regarding financial and performance reporting and compliance with laws and regulations remains a matter that needs to be addressed. The errors noted in account balances and the lack of appropriate supporting information are repeat matters. The findings and recommendations regarding financial management that were raised in both internal and external audit reports were not adequately addressed by management. 
Financial and performance management - Management have not prepared regular, accurate and complete financial reports that are supported and evidenced by reliable information. Management has not implemented a proper review and monitoring process for the annual financial statements prior to submission for audit. 
Governance - The internal control deficiencies that were identified by the DHA internal audit unit were not actioned in a timely manner to support the financial statement preparation processes. 
5.3.5
Human Resources
The overall vacancy rate in the DHA has decreased from 6.9% recorded in 2014/15 to 1.8% recorded in 2015/16 (on 31 March 2016, 173 vacancies out of the 9736 total approved posts). The vacancies per programme are as follows: Administration has a vacancy rate of 2%; Citizen Affairs has a vacancy rate of 1.8%; and the Immigration Affairs has a vacancy rate of 1.5%. The Citizen Affairs programme has the highest vacancy rate compared to the other two programmes, since it is the biggest programme with the matching highest number of employees.   

Table: Equity Statistics

	Race
	2014/15
	2015/16

	Black Africans 
	8380 (86.9%)
	8697 (87.1%)

	Coloureds
	581 (6%)
	594 (5.9%)

	Indians
	84 (0.8)
	102 (1.0%)

	Whites
	634 (6.5%)
	587 (5.9%)


Black Africans are continuing to increase (from 86.9% to 87.1% in 2014/15 and 2015/16 respectively) and higher than the target set (76.3%) to ensure that the proposed targets are in line with the Economically Active People (EAP). The table also shows that there has been an increase in the filling of posts within the Coloured and Indian and a continuing decline in the Whites population group. Even though there has been an increase in the filling of posts, the table shows that White, Coloureds and Indians are still under-represented in the workforce in terms of national demographics. 
The Department reports that for 2015/16 it stands at 1.56% for people with disabilities from 1.44% recorded in 2014/15. However, this is still below the 2% national target.

6. CONSIDERATION OF OTHER SOURCES OF INFORMATION
6.1. State of the Nation Address 2016

In SONA 2016, specific reference is made of five Home Affairs-related initiatives:

· To date, significant work was undertaken in order to promote an inclusive and a non-racial society. 

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

1.1.1. Changes between SONA 2015 and SONA 2016

The 2015 and 2016 SONA have in common a focus on a migration policy and visa regulations which will allow for attracting a particular skills set, as well as the need to eradicate racism. Job creation and growth also featured in both SONA 2015 and 2016. Specifically, SONA 2015 introduced the nine-point plan to ignite job creation and growth.  

However, SONA 2015 also committed to continue improving access to identity documents, as well as commenting on progress made towards establishing a Border Management Agency.  In addition, reference was made to the establishment of an Anti-Corruption Inter-Ministerial Committee.

1.1.2. Implications of 2016 SONA priorities for service delivery in Home Affairs
· Inclusive and non-racial society

Promoting an inclusive and a non-racial society in South Africa featured as a theme in the State of the Nation Addresses for the past few years. Sporadic incidents of racism, as highlighted in the media, polarise our society. The 2016 SONA affirmed a need to confront the racism. In this regard, for 2016, Human Rights Day will be commemorated as the national day against racism. The Human Rights Day programme will serve as a foundation for a long-term programme of building a non-racial society. DHA can play a pivotal role in conferring a sense of identity in South Africa through awareness campaigns and involving communities in government using structures such as stakeholder forums.

· Visa Regulations and attract foreign skills
The President emphasised the importance of the immigration policy and visa regulations in order to attract foreign skills and promote tourism. This suggests that the Department should engage with stakeholders such as business, labour, and academic institutions to ensure that measures to secure the country’s borders do not have a negative impact on economic growth. The President also committed to addressing public concerns related to the possible negative impact on tourism of certain immigration regulations. Stakeholders have highlighted challenges regarding the requirement that all children entering or exiting South Africa’s borders be in possession of a passport, an unabridged birth certificate, and written authorisation from both parents/ guardians. The changes in South Africa’s visa regulations were intended to prevent trafficking and smuggling of children and to bring the Department in line with the requirements of Children’s Act (No. 38 of 2005). These matters have been progressively addressed by the DHA during 2016/17
In addition, the migration policy of the country will need to be revised taking into account best practice for attracting critical skills. The latest available plans from the DHA indicate that the target of formulating of a draft white paper on migration for approval by Cabinet is 2015/16. Given the President’s commitment that the draft migration policy will be presented to Cabinet during the course of 2016, this target may need to be fast-tracked. For Parliament, this means staying abreast of the latest developments in this regard, as well as facilitating its own public participatory processes at the relevant time.

· Local Government elections

The local government elections took place 6 months after May 2016, with the first voter registration weekend scheduled for the weekend of 4 - 6 March 2016 and voting taking place on 2 and 3 August 2016. A special mention was made to the youth, in particular those who are turning 18 years of age this year (2016), to register for this first-ever opportunity to cast their votes. During the 2014 provincial elections, a study by the Institute for Security Studies (ISS) estimated that 25 million registered voters took to the polls and cast their votes. Young voters between the ages of 20 and 29 made up the second largest segment of voters at a total of 5.8 million. The number of registered 18 to 19 year olds, however, remained low at only 683 201.

It is against this backdrop that the Independent Electoral Commission (IEC) should further strengthen its voter education campaigns. In the run-up to the 2014 elections, the IEC made a concerted effort to ensure that eligible voters, and specifically young, first-time voters, register. This included adverts on public and community media platforms, such as the IEC’s ‘I Vote South Africa’ (IXSA) campaign. 

· Job creation and reducing inequality
A number of the areas raised in SONA to ignite growth and create jobs can be facilitated by the DHA. As mentioned above, the improving and fast-tracking of processes to provide visas to persons with critical skills is paramount. The need to source scarce skills applies to five points of the plan drafted by the Department of Trade and Industry under the umbrella of the Economic Sectors and Employment Cluster (better known as IPAP 2013/14 – 2015/16): the agricultural sector, mineral beneficiation, small to medium enterprises, encouraging investors and the Industrial Policy Action Plan. A concerted information and training campaign will be needed to instil a positive attitude and understanding of skilled migration for South Africa’s economic growth and job creation. 
6.2
Oversight Visits
The Portfolio Committee did not conduct any of its planned oversight trips due to a busy legislative schedule and lengthened recess due to local government elections. 
6.3
Budget Vote Report for 2016/17 financial year

Parliament of the Republic of South Africa, through the Portfolio Committee on Home Affairs, conducts oversight over the DHA, the IEC and GPW.  The Committee met with the DHA on 15 March and also with the IEC and GPW on 5 April, 2016 to receive briefings on the Annual Performance Plans for 2016/17 financial year as well their related budgets. The total budget of the DHA is R7.167 billion for 2016/17 financial year. This includes transfers to the IEC and GPW.

6.1.1. Remarks by Home Affairs on their 2015/2016 APP and Budget

The Minister of Home Affairs indicated that the APP was presented at the crucial time where the Minister of Finance has indicated that all South Africans and departments should tighten their belts with regard to spending. The DHA will thus reprioritise resources whilst continuing to strive to improve the quality of services. The priorities for the Minister of Home Affairs for 2016/17 financial year are:

•
The modernisation programme.

•
The implementation of the Border Management Agency (BMA).

•
Improving the frontline office services.

•
Reviewing the immigration policy. 

•
The overhaul of the physical infrastructure of Ports of Entry.

In implementing, the above and the targets for 2016/2017, the DHA would be very strict with regards to financial management. The minister further indicated that the DHA is now included in the security cluster.
6.1.2. The Department of Home Affairs 2016/2017 Annual Performance Plan 

MTSF priorities are based on the electoral mandate. The Electoral Mandate is: decent work and sustainable livelihoods; education; health; rural development, food security and land reform and fight against crime and corruption. The DHA facilitates these through the provision of enabling documents.

The Government has 14 outcomes and the DHA contributes directly to four outcomes which are:

Outcome 3: All people in South Africa are and feel safe; 

Outcome 4: Decent employment through inclusive economic growth; 

Outcome 12: An efficient, effective and development oriented public service; and 

Outcome 14: Nation building and social cohesion.

The Director-General reported that the BMA will be established by 1 April 2017. The draft BMA Bill was still at the National Economic Development and Labour Council (NEDLAC) at this stage. It was reported that the following issues were raised at NEDLAC:

· Agencification (The tendency to create separate non-departmental agencies to provide government services).

· The uncontested powers of the Minister of Home Affairs.

· The lack of right to strike by BMA members.

· The need for conflict resolution mechanisms.

The DHA targets for 2016/2017 have been reduced from 36 to 32. The targets on birth registration and Smart ID Card have, however, remained unchanged from 2015/2016.

It was further emphasised that the DHA classification as a security department would be used to further negotiate for related staff and budget allocations. The network problems encountered at the frontline office between the State Information Technology Agency (SITA) and the DHA also been brought to Cabinet. Cabinet has approved the exemption from using SITA in principle, however, DHA has been requested to discuss the implications with SITA before approval. The Minister and the DG indicated that the frequency of the SITA related network problems had damaged the DHA’s reputation.

The birth, marriage and death (BMD) processes would be developed into the Live Capture. The Live Capture for Refugee Smart Card and Travel documents would be developed and tested. BMD as well as the issuance of refugee Identity and travel documents needed to be automated to address service backlogs and security issues. The permitting system at foreign missions also needed to be brought online.

The DHA will maintain their vacancy rate below 10 percent by 31 March 2017 as required. There would be twenty awareness initiatives on ethics, fraud prevention and counter fraud and corruption conducted. It was reported that 64 percent of the reported cases of fraud and corruption would be finalised within 90 working days. The DHA would finalise and refer 620 files to State Security Agency (SSA) for vetting.

The feasibility study, including the financial model for the building of the Refugee Reception Offices (RROs) close ting land borders would be completed and submitted to the Minister of Home Affairs. All Ports of Entry will be equipped with the biometric systems by 2018/2019 and the Immigration and Refugees Acts will have been assented and signed by the President in 2018/2019 based on the Green and White Paper.

Premium Visa and Permit Service Centres for Corporate Accounts will be established in Durban, Port Elizabeth and potentially Cape Town, to facilitate fast-tracking of services to large investors. The target for issuance of Permanent Residence Permits (PRP) would be 85 percent of applications adjudicated within eight (8) months for applications collected within this time period. The above includes the PRP of people with the critical skills, general work permit and business permits. Eighty percent of the business and general work visas would be adjudicated within eight (8) weeks. 

Around 90 percent of the 750 000 births would be registered within 30 days and 100 percent of births would be registered within 30 days by 2018/2019 and processes were in place to improve on current rates. The DHA will issue 2.2 million Smart ID Card to citizens of 16 years of age and above and 90 percent of first Identity Documents (IDs) should be issued within 54 working days. The DHA plans to issue 95 percent of Re-issued IDs within 47 working days.

6.1.3. Budget Analysis

The spending focus over the medium term will be on the DHA repositioning itself as a highly secure, professional and modern organisation through increasing its immigration enforcement capacity, modernising and integrating its information systems, and increasing and improving its client interfaces. It should be noted that the current fiscal context is within continuing difficult global and domestic economic conditions. Therefore, government is firm in its commitment to sound fiscal management in the face of the challenging economy.

The DHA budget shows a decrease from R7.3 billion to R7.1 billion between the 2015/16 and 2016/17 financial years. When taking into account the inflation rate, this shows a real decrease of more than 8.65 percent in its allocated budget for the year under review (when considering the inflation rate). The total budget of DHA includes allocations to its related entities; the IEC and the GPW.
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In total, the DHA budget is reduced by R191.5 million from 2015/16 to 2016/17 (as indicated across the three programmes in the table above). 
6.1.4. Programme analysis  
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Programme 1: Administration

Programme 1 allocation increases by 10.5 percent (taking into account the cost of inflation/ real increase) from the previous financial year. Total expenditure for 2016/17 is R2.2 billion (compared to R1.887 billion the previous year).  Expenditure under Programme 1 is dominated by the Transversal Information Technology Management sub-programme forming 39 percent of the programme budget followed by the Corporate Services sub-programme at 21 percent.

The only sub-programme which experiences real growth from the previous year, is Transversal Information Technology Management which grows by 54 percent.   This expenditure is in line with the MTSF imperative which is aimed at ensuring that the Identity of all persons in SA is known and secured, as well as Outcome 1.1 and 1.2, which consider the following:

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

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

After inflation (6.6 per cent) the following real increases/ decreases are recorded per sub-programme:

· Ministry: 7.3 percent (decline)

· Management Support Services: 10 percent (decline)

· Corporate Services: 3.6 percent (decline)

· Transversal Information Technology Management: 54 percent (increase)
· Office Accommodation: 6.6 percent (decline)
Programme 2: Citizen Affairs

Programme 2 remains the biggest of the three main programmes in the DHA, constituting 54.4 percent of the overall departmental budget.   The programme’s allocation shrinks from R4.8 billion the previous year, 
to R3.9 billion. Overall expenditure under Programme 2 declines by 24 percent in real terms from the previous financial year. Expenditure is dominated by allocations to the following sub-programme:
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Programme 2: Services Delivery to Provinces (R1.75 billion) and the Electoral Commission (R1.59 billion)
Nominal growth is recorded for the Identification Services (5 percent), the Electoral Commission (4.6 percent), and Represented Political Parties Fund (5.3 percent) sub-programmes. Identification Services increases from R278.2 million to R292.4 million, while Electoral Commission increases from R1.517 billion to R1.586 billion.  However, taking into account the effects of inflation, all three sub-programmes experiences a decline in real terms. The rest of the sub-programmes decreased both in nominal and real terms, as indicated by the figure above. 
The Status Services sub-programme experiences the biggest decline in its funding, i.e. 87 percent (real terms) from the previous financial year. This is the sub-programme tasked with one of the main mandates of the Department, i.e. maintaining an accurate register of all citizens and immigrants who have acquired the right to permanent residence; registering births, deaths and marriages; providing travel and citizenship documents; providing financial assistance to citizens abroad who wish to return to South Africa but have no means of doing so; and determining and granting citizenship.        

Programme 3: Immigration Affairs
Programme 3, whilst the smallest of the three main programme in terms of monetary value, experiences the strongest growth both in nominal and real terms. 

Expenditure grows with 51 percent (real growth) from R645 million the previous year, to over 1.042 billion in the current year.  
Almost half of expenditure under Programme 3 is allocated towards the Admission Services sub-programme (49.4 per cent). This sub-programme is tasked to better manage immigration in a way that balances South Africa’s openness to travellers, as well as developmental and security imperatives. 
Without exception, all four sub-programmes under Programme 3 are experiencing positive nominal growth. However, given the effects of inflation, the Immigration Affairs Management and Immigration Services sub-programmes are both experiencing small decreases from the previous financial year, i.e. -6 and -3 percent respectively.  Real growth under Programme 3 is driven by the following two sub-programmes: Admission Services (80 percent) and Asylum Seekers (186 percent). These expenditures are in line with NDP which requires the DHA to facilitate the acquisition of the critical kills and to play a role in enabling regional development by working with SADC countries to improve the efficient, secure and managed movements of people. 

6.1.5. The Government Printing Works (GPW)

The work of the GPW supports Chapter 13 of the NDP by building a capable state. The GPW operates in terms of the Public Service Act of 1994, where it derives its legislative mandate. The GPW was established as a Government Component in 2009. As a Government component, the GPW delivers security printing services to government. The Chief Executive Officer of GPW reports to the Minister of Home Affairs.

The development of the Strategic Plan for 2017/2021 was guided by the policy priorities of government and the DHA. The Strategic Plan has three outcome-oriented goals, namely, to further develop the Government Component organisation to become a State Owned Company; to optimise processes and facilities to increase operational effectiveness and improve customer service; and to have an efficient, effective and well-trained workforce.

The State Printers’ Bill has been produced and it would probably be introduced in Parliament July 2016. The Bill stipulates that all government security printing will be done by the GPW unless the Ministers of Home Affairs and State Security grant exemption. The Bill will further allow the GPW with the flexibility in setting market-related salaries in order to attract and retain skilled artisans.

The GPW has completed the Visagie Street Printing Campus at a total cost of R788 million. The Pavilion 7 facility is being converted into a Dispatch Centre for passports and Smart ID Cards and it is due for completion by the end of 2017. In the implementation of the Dispatch Centre, there will be no human intervention in the production of Smart ID Cards from the time of Live Capture details of applicants at the offices of the DHA to the courier.

The High Speed Printing and Examination Papers Factory is being constructed at Pavilion 3. It was reported that the total cost of this Factory and the Dispatch Centre is R257 million and it will be completed by the end of 2016. The renovation of the building into an Administration Building next to the Visagie Street facility will cost between R10 and R15 million and the cost to purchase it was R49 million. This is expected to be completed by the end of 2016.

The Electronic Government Gazette (e-Gazette) was launched in 2012 and customers can now submit material for gazetting electronically.  This will save thousands of tonnes of paper every year. The website can be accessed at: www.gpwonline.co.za.

The GPW operates on business principles and has doubled its budget since 2009 when it was converted into a Government Component and it is ready to complete its transformation to a State Owned Company over the next few years. The CEO reported that the launch of the Smart ID Card has been a success. In the 2015/16, the GPW has produced 2 315 323 Smart ID Cards and it is on track to produce 40 million more Smart ID Cards over the next five years. The Smart ID Card is replacing the green ID Books. The GPW reported that it had been difficult to procure security printing business in the rest of the African continent but it continues to print the African Union passport.

For the financial year 2016/17, the priorities for GPW are to further develop the enabling legislation and complete the business case for the transformation into State Owned Company; the production of security printed materials according to customer requirements and local and international standards; further development and utilisation of a secure operating facility and the completion of Human Resource initiatives to produce adequately trained employees.

6.1.6. The Electoral Commission of South Africa (IEC)

It was reported that the IEC had three Strategic Goals:

· Strengthening governance, institutional excellence, professionalism and enabling business processes, at all levels of the organisation.

· Achieving pre-eminence in the area of managing elections and referenda, including the strengthening of a cooperative relationship with political parties.

· Strengthening electoral democracy.

It was reported that the IEC will have 980 permanent staff by the end of the 2016/17 financial year and there would be 120 bursaries awarded. The IEC intends to have an unqualified audit opinion by 31 March 2017. Local government elections will be held within 90 days and Proportional Representation seats will be replaced within 35 days. The date of the vacancy is the date on which the IEC receives the notification. In terms of the law, the election results have to be released within 7 days after the election. It was reported that as at 31 March 2016, the IEC had 26 139 122 registered voters on the voters’ roll. This number could increase due to the registration weekend of 9 and 10 April 2016. The voters roll will continue to be verified every month against the National Population Register.

The IEC planned to replace the bar code scanners (so-called the Zip Zip machines) after the Local Government Elections in 2016. These machines will be used for the by-elections after the Local Government Elections. The will be 22 563 voting stations countrywide. The Local Government Elections will take place on 3rd of August 2016. There will be 263 454 staff to assist with the elections. The IEC is expecting 60 percent of registered voters to turnout during the Local Government Elections which translates into 15 683 473 voters. It aims to reach an audience of an estimated 2.5 million via television and radio. There would also be 60 000 civic and democracy initiatives per year. The number of recorded spoilt ballot papers is expected to be 1.6 percent of the total votes cast.

Below is the summary of the budget in respect of the Strategic Goals:

	Strategic Goals
	2016/17
R000s
	2017/18
R000s
	2018/19
R000s

	1. Strengthening governance, institutional excellence, professionalism and enabling business processes, at all levels of the organisation.
	485 909


	535 225


	581 019



	2. Achieving pre-eminence in the area of managing elections and referenda, including the strengthening of a cooperative relationship with political parties.
	959 200


	482 650


	884 452



	3. Strengthening electoral democracy.
	200 985
	133 633
	380 581

	Grand total
	1 646 094
	1 151 508
	1 846 052


The IEC gave an update with regard to the Tlokwe Electoral Court judgement relating to the need to add the particularities/address of the voters into the voters’ roll. The IEC reported that it has appealed the Electoral Court judgement to the Constitutional Court to apply for the direct access to get clarity on whether addresses of voters should be added to the voters’ roll retrospectively. The IEC reported that approximately 8 million households in South Africa do not have known addresses.

Depending on the outcome of the appeal to the Constitutional Court judgement, there could be changes in relation to the IEC budget. The IEC was concerned about the practicality of accessing the addresses of historically registered voters to the voters’ roll.
6.4
The Standing Committee on Public Accounts (SCOPA)

SCOPA was briefed twice by the DHA in 2015/16 in relation to the following matters:

· Evidence on the unauthorised expenditure of the Department of Home Affairs in relation to previous years on 3 February 2016

SCOPA noted and reported that the Department incurred unauthorised expenditure amounting to R301,036 million in 2012/13, R687,304 million in 2010/11, and R99,883 million in 2005/06 financial years. While the Committee expressed its dissatisfaction with non-compliance with relevant regulations, it noted the written evidence on the above-mentioned instances of unauthorised expenditure as confirmed by the Accounting Officer of the DHA, that: 

a) Services for the expenditure were received to the satisfaction of the department; 

b) No individual had benefited unduly from such expenditure; and 

c) Control measures are now in place to prevent a recurrence of this nature. 

SCOPA therefore recommended that the R99,883 million and the R687,304 million incurred during the 2005/06 and 2010/11 financial years, respectively, as well as the 2012/13 amount of R160,394 million, be approved by Parliament as a direct charge against the National Revenue Fund. 

SCOPA presented its first report on Unauthorised Expenditure of Department of Home Affairs on 9 February 2016 which was considered in the National Assembly on 25 February 2016. After the Chief Whip of the majority party moved for the adoption of the report, the House adopted the First Report of the Standing Committee on Public Accounts on Unauthorised expenditure of Department of Home Affairs. (Democratic Alliance, Economic Freedom Fighters and Congress of the People dissented).

· Late tabling of the 2015/16 annual report and audited financial statements: progress report
National Treasury granted the DHA departure from the Modified Cash Standard on foreign revenue during the 2013/14 financial year. In terms of this departure, Treasury approved that DIRCO collect, reconcile and process revenue collected on behalf of the Department at missions abroad and to deposit such directly into the National Revenue Fund.  National Treasury emphasised, however, that despite the inter-departmental arrangements, the accountability for the Departmental revenue will remain with the Department and any errors or omissions found would be reported in the audit report of the DHA. 
On 8 March 2015 the DHA was informed that the departures previously granted by National Treasury do not meet the requirements of fair presentation as is required by the Modified Cash Standard. During the presentation of the DHA's 2013/14 annual report, the relationship between the Department and DIRCO in respect of the collection, reconciliation and depositing of revenue received at foreign missions was discussed and SCOPA resolved that National Treasury should lead in finding a resolution to the associated audit challenges raised by the Auditor-General (AGSA). 
In light of the comments made by the Chairperson of SCOPA during the Department's 2015/16 budget vote and the developments set out in our progress report dated 29 May 2015, the Minister of Home Affairs requested SCOPA to 'further engage the Accountant General and National Treasury on this issue with a view to find a sustainable solution early in the 2015/16 financial year'. 
The DHA requested the AG on 25 May 2015 to advise on the correct interpretation of the agent-principal relationship provisions of the Modified Cash Standard. The Department also requested National Treasury to lift the unintended consequences of the condition imposed to maintain the issued fines database on the movement control system, given the decision to stop imposing fines on over-stayers and to write-off uncollected fines during the 2013/14 financial year.  
On 7 December 2015, the AG raised concerns about the accounting treatment for foreign revenue based on the agent-principal relationship. In this regard, the AG advised that the Modified Cash Standard should be applied in full in the 2015/16 financial year and that the DHA should not recognise revenue where it does not receive cash. Further interactions with National Treasury and the AG took place and on 14 April 2016, National Treasury presented a proposed accounting treatment for foreign revenue to the DHA. In terms of this proposal, the DHA was to include a narrative in a note, disclosing the full amount collected on their behalf by DIRCO. This amount was to correspond to the amount disclosed by DIRCO. The foreign revenue contingent asset and liability was to be removed from the departmental financial statements and the Department was to comply with the agent principal disclosure requirements.    
On 26 May 2016, National Treasury issued a directive on the accounting treatment for foreign revenue.  In this regard, the Department was advised not to recognise any foreign revenue in its books, but to insert a narrative in Annual Financial Statements disclosing the full amount of foreign revenue collected on its behalf by DIRCO. The DHA was further advised to record the revenue, which was collected by DIRCO previously but for which the corresponding supporting documentation have not been received and disclosed as a Contingent Asset, as a receivable. With regard to the treatment of section 50 (1) fines, which were written-off, the Department was advised to recognise fines as revenue when received. 
The 2015/16 annual financial statements were prepared on this basis and were submitted to the AG for auditing and to National Treasury for consolidation on 31 May 2016.  On 10 June 2016, the AG raised a query on non-compliance to the Modified Cash Standard in respect of the accounting treatment of foreign revenue. Two reasons were advanced by the AGSA:  
· The revenue is not recorded in the Statement of Financial Performance of either DIRCO or the Department; and  
· The application of the directive resulted in two different account policies being applied (the agent-principal relationship in respect of the prior period and the directive in respect of the current year).  
Further engagements with National Treasury and the AG followed and on 18 July 2016. National Treasury issued a modified directive on the accounting treatment for foreign revenue. In terms of this directive, the Department was required to record both the 2015/16 revenue and the prior period balances in the Department's Statement of Financial Performance. It was recognised that this compromise directive was not fully compliant with the Modified Cash Standard.  
As detailed in a technical report, a significant amount of work was required by the DHA in order to meet the proposed accounting requirements. In terms of the prior period, this meant that the amount recognised as a contingent asset had to be recognised as revenue for the financial years 2004/05 to 2014/15. The debit and credit list (mission cashbook) was used as supporting evidence for the revenue and the receivable. Significant work was required in order to unwind the various balances in order to report in terms of the Modified Cash Standard.  With regard to the prior year balances, Treasury opined that the Department should recognise a receivable for all outstanding amounts due from DIRCO (as per the prior arrangement) in the interest of efficiency and speedy resolution.
In light of the above, the DHA requested an audit extension on 29 July 2016. This request for an audit extension was granted. The Minister of Home Affairs informed the Speaker and the Chairperson of the National Council of Provinces on 28 September 2016 that the Department was not in a position to table its 2015/16 annual report and audited financial statements by the end of September 2016.  The DHA submitted revised financial statements for auditing to the AG on 31 August 2016. Schedules and additional information were provided. The revised financial statements take into account the advice as per the independent technical report.  However, the auditing process is not yet complete. In this regard, various complexities arose during the audit, one of which is as recent as 24 October 2016 (the inclusion of the Immigration Control Account into the Department's financial statements). In this regard, the Department proposed to the AG that the DHA incorporate the bank balance of the Immigration Control Account into the 2015/16 financial statements. There are no assurances that other audit issues in respect of foreign revenue will not arise. 
It is also important to note that with the change in legislation the repatriation regime giving rise to these complexities, no longer applies. The current challenge is to find a way to successfully close a complex legacy issue. 
6. COMMITTEE’S RECOMMENDATIONS
Based on findings mentioned in this report during the oversight and engagement with the Department of Home Affairs (DHA), the Electoral Commission (IEC) and the Government Printing Works (GPW); the Portfolio Committee on Home Affairs recommends that the Minister of Home Affairs should:  

6.1. Issues outstanding from the 2015/16 Budget Review and Recommendation Report

1.1.1. Expand awareness by the public of the closing of current Late Registration of Births in December 2015, and ensure that staff are trained in time to deal with the more stringent measures being introduced.

1.1.2. Ensure stringent enforcement of standard operating procedures to improve recording of performance information.

1.1.3. Employ an adequate number of inspectorate to all ports of entry.

1.1.4. Further expand the establishment of Visa Facilitation Services (VFS) for travellers to South Africa.

1.1.5. Motivate for increased funding to prioritise the completion of the IT system modernisation programme.
1.1.6. Acting managers in Mpumalanga and North West should be filled with full time officials.  

7.2
2016/17 Recommendations
Based on the continuous engagement with the Department of Home Affairs, the Government Printing Works and the Electoral Commission, the Committee recommends that the Minister of Home Affairs should:

The Department of Home Affairs

6.1.1. Motivate more strongly for the funding of all critical positions within the Department in line with its Security Cluster mandate including an exemption from Treasury compensation of employee restrictions.
6.1.2. Report on the rate of vacancy of staff in both funded and unfunded posts especially front office service staff and immigration inspectorate.
6.1.3. Engage with Cabinet, SITA and DPSA for urgent alternative service providers and exemptions from using the SITA network at frontline offices of the DHA.

6.1.4. Ensure historical under-performance and recent decline against set targets (58% achieved) in the Immigration Affairs programme are addressed prior to such inefficiencies being transferred to the Border Management Agency.

6.1.5. Improve proactive planning to better use underspent budget allocations in areas where targets are not being met.

6.1.6. Dramatically improve internal auditing and in-year monitoring of procurement and tender processes.

6.1.7. Investigate areas experiencing high-cost litigation in order to change legislation, regulations or standard operating procedures to prevent such cases in the future. 
6.1.8. Report to Parliament within six months on progress made regarding all pending legal claims including costs to date and anticipated in the future. 
6.1.9. Report to the Committee on addressing fruitless expenditure due to ‘no shows’ for accommodation and travel arrangements.

6.1.10. Update the Committee on the final phase of recommendations of the Inter Ministerial Committee on Visa Regulations.

6.1.11. Proactively plan to address shortfalls in reporting on targets for auditing purposes.
6.1.12. Report to the Parliament on progress between the DHA, National Treasury, Department of International Relations and the AG in terms of resolving the immigration control account and outstanding repatriation deposits. Improve internal auditing around contract and tender process to prevent recurrence of costly irregularities.
6.1.13. Monitor closely the underspending of the Mpumalanga Province and ensure that the overspending in other provinces continues to be curtailed. Address the issues of staffing in order to allow for the registering of births at offices and hospitals on the weekend.

6.1.14. Encourage the expansion of DHA services through banks, particularly in more rural areas and report in this regard each quarter.
The Government Printing Works

6.1.15. Ensure that all staff are vetted to prevent breaches to security and corruption in the printing of Smart ID Cards, passports and other security printing.

6.1.16. Ensure that the construction and renovation of its projects remains corruption free.

6.1.17. The GPW must deal with the irregular expenditure.
6.1.18. The internal audit of the GPW should be freed to do their work and assist management.
6.1.19. Urgently report on the filling of the current CEO position since his contract comes to an end on 31st of December 2016.
6.1.20. Report on the irregular expenditure of R32 million regarding the matter of interpretation of legislation between the AG and GPW.
6.1.21. Inform the committee as soon as possible on the expected tabling of the draft State Printers Bill.
The Electoral Commission of South Africa
6.1.22. Address areas of concern related to perceived integrity and key controls with regards to financial management.

6.1.23. Report as soon as possible to Parliament on the Riverside Office accommodation legal proceedings and the related disciplinary processes.

6.1.24. Work with all political parties to assist the IEC to conduct credible, free and fair elections.
6.1.25. Ensure the IEC finds ways to resolve procurement system issues.

6.1.26. The internal audit of the IEC is free to do their work and assist management.

6.1.27. The GPW and IEC should ensure that they employ persons with disabilities and report as such.
6.1.28. Report as soon as possible on the outcome of the Constitutional Court judgements and the practicality of improving the voters’ roll by accessing the addresses of registered voters in as many means as possible.
6.1.29. Increase voter education in underrepresented communities to increase voter participation in elections.
_______________________  




_____________________

Mr BL Mashile, MP 
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