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THIRD QUARTER EXPENDITURE REPORT FOR THE STANDING COMMITTEE ON APPROPRIATIONS FOR 2009/10 FINANCIAL YEAR
1. INTRODUCTION
The SCOA was established in terms of section 4(3) of the Money Bills Amendment Procedure and Related Matters Act No.9 of 2009. The Act requires a Committee to consider and report on spending issues, and on actual expenditure published by the National Treasury. The Committee has adopted a tradition of inviting both National Treasury and the affected departments to account on government spending. This consultative approach gives the Committee an opportunity to interrogate departments on their spending with a view to identify and strengthen gaps in public spending. The Committee sees itself as a strategic centre to flag issues which might impact negatively on service delivery through scrutiny of government spending. As such, it agreed during its business planning session to move swiftly towards balancing its expenditure monitoring with actual performance. 
This report provides a detailed overview of government spending for the period 1 April 2009 to 31 December 2009. It intends to highlight spending patterns of national department and to draw the attention of Parliament and the Executive to the findings and recommendation made for improved public spending.   

2. THE REVIEW OF THE TOTAL EXPENDITURE
The national departments were allocated an adjusted budget of R408.9 billion for the 2009/010 financial year, which excludes direct charge.
 Of the appropriated funds, R118.7billion (29.03per cent) was allocated to current payments, R282.1 billion (68.98 per cent) to transfers and subsidies, and R8.1 billion (1.99 per cent) to capital expenditure. An overall expenditure at the end of the third quarter is R304.02 billion (74.35 per cent) of the adjusted budget. The government spending has increased/decreased by 2.7 per cent compared to the same period in 2008/09. In the third quarter of 2008/09, government had only spent R268 billion or 71.7 per cent of the available budget, while in the third quarter of 2009/10 government has spend R304 billion or 74.4 per cent. However, close scrutiny of government spending suggests that stricter systems should be put in place to strengthen budget implementation. 
An amount of R216.7 billion (76.84 per cent) was transferred to the receiving entities. The expenditure of R82.1 billion (69.16 per cent) was reported on current payment, while R8.1 billion (63.99 per cent) was spent on capital expenditure. The consolidated expenditure of national departments reflects a slow spending in both current and capital expenditure, while the overall expenditure trend for transfers and subsidies is on track.  However, it should be noted that national departments record expenditure when funds are transferred to receiving entities and this does not mean that these funds are spent for their intended purposes. The implementation of transfers and subsidies is executed by receiving entities and accounted for in terms of their accountability instruments. The following departments provide a synopsis of the spending trends by national departments.  
3. SPENDING BY THE DEPARTMENTS IN THE 2009/10 FINANCIAL YEAR
After the restructuring of government, its overall budget comprises 43 Votes. All these departments have reported different expenditure patterns, with Department of Education highest expenditure of 91.77 per cent and Department of Public Service and Administration (DPSA) least spending department at 47.14 per cent. After considering government priorities and the spending pattern, the following departments were identified.
Table 1: Actual Expenditure for the period 1 April to 31 December 2009 

	Department
	Adjusted Budget (R'000)
	Actual Expenditure Apr 09-Dec 2009

	 
	 
	Amount
	%

	Home Affairs
	5 263 784 
	3 743 766 
	71.12

	Public Works
	6 049 130 
	4 424 492 
	73.14

	DPSA
	0 429 833 
	0 265 492 
	61.77

	Arts & Culture
	2 632 110 
	1 637 928 
	62.23

	Education
	21 848 857 
	19 948 635 
	91.30

	Health
	18 423 459 
	12 877 166 
	69.90

	Transport
	24 238 517 
	19 111 694 
	78.85

	CoGTA
	36 527 133 
	25 517 944 
	69.86

	Minerals and Energy
	4 682 004 
	3 327 676 
	71.07

	Agriculture, Forestry & Fisheries
	3 763 800 
	2 311 407 
	61.41

	Water Affairs
	7 774 022 
	5 027 615 
	64.67


Department of Home affairs (DHA)
The Department of Home Affairs was allocated a total budget of R5.26 billion in the 2009/10 financial year. The departmental budget comprises four programmes namely, Administration, Service to Citizens, Immigration Services, and Transfers to Agencies. The highest share of the departmental adjusted budget was allocated to two of its programmes. These are Immigration programme which was allocated R1.49 billion and R1.35 billion for Service to Citizens programme. 
The department reported an expenditure of R3.74 billion or 71 per cent at the end of the third quarter. This was due to under-spending for these two major programmes. 

The Department has only spent R883 million or 58.9 per cent in the Immigration Services programme. The under-spending in this programme was due to the invoices of the WHO AM I ONLINE project which were not submitted and processed timeously. The Department has indicated that certain measures were put in place to make all outstanding payments before the end of March 2010. The Committee will work together with the relevant Portfolio Committee to assist the development in resolving the challenges associated with this project. This is the same project that negatively impacted on the budget management of the Department. This will assist Parliament to conduct its oversight in a more synergic manner in dealing with matters that might compromise service delivery.  
In the same period, the Department has only spent R885 or 65.1 per cent in the Service to Citizens programme. This was due to unspent funds for Smart Card ID project. The Smart Card ID project was suspended by the Minister of Home Affairs in order to conduct forensic investigation on tender processes which was not completed by State Information Technology Agency (SITA). The Minister has put the project on hold to deal with its challenges but the delays in rolling out this project affect the budgeting process of the Department. The department should come up with a clear plan on how this project is going to be implemented, accelerated and monitored after the forensic audit. The department should also come up with certain measures or mechanism to ensure that such problems are addressed in advance and do not occur in future projects. The Committee will monitor very closely the outcomes of this audit and the implementation of its recommendations. The Department projects an under-spending of R104 million (2 per cent) due to the slow spending in Smart Card ID project.  

Department of Public Works (DPW) 
The Department of Public Works (DPW) was allocated a total budget of R6.0 billion in the 2009/10 financial year. The departmental budget consists of four programmes. These are Administration with a budget of R688 million, Provision of Land and Accommodation with R4.42 billion, National Public Works programme with R884 million and Auxiliary and Associated Services being the lowest with R49.2 million. The Department has under spent in two of its major programmes namely National Public Works Programme and Provision of Land and Accommodation programme. In the third quarter the DPW has spent R3.31 billion or 74.9 per cent of the allocated budget in the Provision of Land and Accommodation programme. The under spending in this programme was due to the payment to the Property Management Trading Entity not being made. This was due to the fact that the Entity has not yet submitted invoices regarding its client departments. 

The DPW has only spent R518 million (58.6 per cent) in the National Public Works programme. The under-spending in this programme was due to an additional allocation of R91 million made during the adjustment period which has not yet been spent. The Department has been experiencing some delays in transferring funds to other receiving public bodies for Expanded Public Works. All incentive Grants to Municipalities and Provinces are determined through performance threshold of the public body, so all Municipalities and Provinces that have not met their performance threshold have not yet received their grants. The main purpose of the grant is to incentivise provinces and municipalities to increase labour intensive employment through programmes that maximise job creation and skills development in line with the Expended Public Works Programme (EPWP) guidelines. 
In his State of the Nations address President Jacob Zuma pronounced five priorities for the next five years one of which is job creation
. The DPW is very instrumental in making sure that this government priority is achieved through this grant. The lack of spending in this area is worrying and the Department together with Department of Cooperative Governance and Traditional Affairs, and National Treasury should draw a clear plan outlining interventions to assist struggling municipalities and provinces in order to meet their performance threshold. This intervention is necessary because non transfer of these grants hampers the job creation programme and it ultimately affects the vulnerable that could have been absorbed by the labour market. This plan will be closer monitoring by the Committee together with other relevant portfolio committees.  
Department of Public Service and Administration (DPSA)

 The Department of Public Service and Administration (DPSA) was allocated a total budget of R429.8 million in the 2009/10 financial year. The DPSA is responsible for seven programmes namely, Administration with the budget of R115.3 million, Human Resource Management and Development in Government with R69.9 million, Management of Compensation of employee with R117.3 million, Information and Technology Management in Government with R40.1 million, Service Delivery Improvement throughout Government with R34.3 million, Government for Public Service and Administration with R38.4 million and Center of Public Service Innovation with R14.2 million. It is important to note that these allocations also include adjustments budget for 2009/10 financial year. The Department has spent R265.4 million or 61.8 per cent of its budget at the end of the third quarter. 

The major under-spending is reported on the Human Resource Management and Development in Government where the Department has only spent R27.6 million or 39 per cent of the programme budget. This was attributed to transfers to PSETA that were never made and the progress payment for the Human Resource connects a project which was not made timeously. The Department is already anticipating and under-spending of R1.8 million in this programme at the end of the 2009/10 financial year. 
The Department has only spent R16.6 million or 41.4 per cent of the allocation in Information and Technology Management in Government programme. The under-spending emanates from the delays in the procurement process of the Thusong centre connectivity. The Department has also under-spent in the Government for Public Service and Administration programme, as the implementation of the Community Development Workers programme was postponed to March 2010. The expenditure on the re-printing of “Know Your Service Right” document is expected to increase in the last quarter of the financial year. The slow spending in the programme budget is an indication of poor financial planning in the Department. The department should come up with certain measures to deal with challenges such as procurement processes, payment delays, March spike, postponement and finalisation of certain projects. These challenges do not only affect the government’s programme of action but it also hampers the service delivery in the public sector as a whole.

Department of Art and Culture 
The Department of Art and Culture was allocated a total budget of R2.6 billion in the 2009/10 financial year. The Department is responsible for six programmes namely, Administration with the budget of R144 million, Art and Culture in Society allocated R393 million, National Language Services allocated R93.3 million, Cultural Development and International Co-operation allocated R214 million, Heritage Promotion allocated R1.21 million and finally National Archives, Records, Libraries and Heraldic Services allocated R568 million. The Department has spent R1.63 billion or 62.2 per cent at the end of the third quarter. This was largely due to under-spending in transfer payments which are not yet paid to certain projects. This was due to the suspension of the DDG and the Acting DDG of this programme, therefore the approval of such payments takes longer than it was normally expected.  The Department must address this problem as it has a potentially to affect many areas of service delivery in government. The under-spending was also attributed to the delays and slow spending on capital works under Heritage Promotion programme. This is due to the delays in the submission of evaluating proposals by cultural public entities. 
The Department has reported a high spending of 87 per cent in current payment category. This was due to the international travelling expenses in support of promotion of art and culture internationally. The Department indicated that the overspending will be set off through virements from transfers to households’ allocation. Even though section 43 of the Public Finance Management Act allows virements of funds from one programme to the other but (4) (b) does not authorise virements of transfers which were earmarked for specific purpose. 

The Department has also reported an overspending of 194.9 per cent in programme 6 (National Archives, Records, Libraries and Heraldic Service). It has further indicated that this will be rectified by means of virements from other areas where the Department is under-spending. It is clear that the Department has a challenge of financial planning and it uses the adjustment period to address its financial planning capacity challenges. In this regard, it will be noteworthy to check whether these virements are still inline with section 43(2) of the Public Finance Management Act. 
.  
The Department envisages an under-spending in transfers for Household projects due to vacancies. Household projects include projects such as Investing in Culture which was meant to be a driving force of poverty alleviation strategy in government yet the Department is anticipating under spending in this regard. It has only spent 33 per cent of R93 million which was allocated for this project. The Department has appointed a new project manager for 2010 FIFA World cup projects. It is however important to note that the Department had a structure that was established to oversee 2010 FIFA World cup projects, whose reasons for its dissolution remains unclear.  
Department of Education (DoE)
The Department of Education was allocated a total budget of R21.8 billion in the 2009/10 financial year. In the third quarter, the Department has spent R19.9 billion or 91 per cent of the allocated budget. The over-spending occurred in programme 3 (General Education), due to the unexpected increased costs of moderators and examiners during Grade 12 examinations. The over-spending of 97.9 per cent in transfers and subsidies was due to the transfer payments to higher education institutions. This is a once of payment for all tertiary institutions. However, this excludes the allocations to University of Venda and Walter Sisulu University of Technology which have not yet submitted their business plans related to institutional merger. The Department has also transferred the once of payment to provinces for the National School Nutrition programme conditional grant. 

The over spending of 119.4 per cent for capital assets emanates from the higher than expected expenditure of 84.7 per cent in the Further Education and Training programme. The high spending in this area was due to the upgrading process of the examination system and the installation of phone line which were required in the new office buildings. This spending exceeded the projected level of expenditure by R16.6 million before the end of the financial year. This level of over-spending is concerning as it is an indicative of lack of proper planning with the departmental expenditure inconsistent with its budget projections.   

The under-spending in current payments was due to the cancellation of tender for literacy and numeracy work books from grade 1 to 6 due to irregularities. The additional allocation of R254 million was added in the programme during the adjustment period, and this has not yet been spend. The Department should anticipate through risk management and take precautionary measures to prevent challenges such as irregularities during the tendering process, since the delay of tender will now affect the delivery of services to learners. The tender processes should always be in line with the relevant legislation and in the event of non-compliance corrective measures should be taken. The delay in the delivery of literacy and numeracy workbook undermines government’s commitment and effort to prioritise education.           
Department of Health (DoH)
Government has committed to enhance health care system and in improving its efficiency over its term of Office. Due its prioritisation of health care system, government allocated R18.4 billion to the Department of Health (DoH) in the 2009/10 financial year. A substantial share of this budget was allocated to Heath Services (R9.9 billion) and Strategic Health (R4.5 billion) programmes. The budget growth for Strategic Health programme was for rolling out HIV and AIDS and STI treatment coverage and implementing dual therapy of mother to child transmission programme. The budget for Health Services programme includes the national tertiary services and hospital revitalisation conditional grants. The largest share of this budget amounting to R17.2 billion was allocated to transfers and subsidies, R1.1 billion to current payments and R26.4 million to capital expenditure (CAPEX). The budget allocation for transfers and subsidies includes a number of conditional grants that are administered by the Department. 
At the end of the third quarter, the Department has spent R12.9 billion (69.86) per cent of its budget. The Department spent R690.6 million (60.07 per cent) on current payments, R12.2 billion (70.60 per cent) on transfers and subsidies, and R9.7 million (36.82 per cent) on capital expenditure. The Department has under-spent on Heath Services programme budget due to slow spending in Hospital Revitalisation grant, mainly from KwaZulu-Natal, Northern Cape and Free State. The under-spending in KwaZulu-Natal was attributed to the under-performance by contractors in King George V Hospital, delayed payments to contractors due to invoicing errors in Dr Pixley Ka Seme hospital, and delay in awarding contracts by the Department of Public Works in Umfolozi hospital. It was further reported that the slow spending in Northern Cape was due to the low turnover of claims by contractors for both Kimberly and Upington hospitals. The under-spending in Free State is due to slow progress on projects. 
The expenditure performance of this grant indicates that the Department is experiencing challenges in managing this grant. Funds amounting to R87.7 million were rolled over from 2005/06, R234 million from 2006/07, R132.1 million from 2007/08 and R183.9 million from 2008/09. It is clear that the Department will further request rollover for the Hospital Revitalisation grant in the current financial year. This grant aims to transform quality management and to improve the quality of health care. While the country has made significant strides in improving the health care system, there is still a lot to be done. The slow spending in Hospital Revitalisation programme is concerning as improved quality and management of public hospitals is instrumental in the implementation of National Health Insurance system. 

There department has been delayed transfers to some receiving entities due to the necessary documents such as business plans and reports not being submitted. These include transfers to Soul City, loveLife, SAAVI and Heath Disaster Management grant. Of the funds allocated to Health Disaster Management grant, it only transferred 54 per cent at the end of the third quarter.

Furthermore, the Department was allocated R3.4 billion for comprehensive HIV and AIDS grant. This grant aims to develop an effective response to HIV and AIDS, support the implementation of National Operation Plan for Comprehensive HIV and AIDS treatment and care, and to subsidies funding for antiretroviral treatment programme. The Department has only transferred R2.7 billion (61.85) of the allocated budget.  
It is not clear why the Department has only spent 36.82 per cent of the budget allocation for CAPEX. The Department is projecting an under-spending of R385 million at the end of the fourth quarter due to slow spending in Hospital Revitalisation programme, Forensic Pathology Services grant and H1N1 Flu vaccines. The country cannot afford to delay Health care infrastructure development any longer, the Department in conjunction with its provincial counterparts and National Treasury should develop a comprehensive plan on how they intend resolving challenges that are associated with Hospital Revitalisation programme. 

Department of Transport (DoT)
The Department of Transport was allocated R24.2 billion in the 2009/10 financial year. The largest share of the budget amounting to R14 billion was allocated to Public Transport programme and R8.7 billion was allocated to Integrated Planning and Inter-sphere Coordination programme. The departmental budget was dominated by transfers and subsidies with an amount of R23.2 billion, including conditional grants to provinces and municipalities. The budget for current payments was R1 billion while R3.8 million was allocated to capital expenditure.  
The Department has spent R19.1 billion (78.85 per cent) at the end of the third quarter. The Department has reported an expenditure of R5.8 million (154.59 per cent), exceeding its budget by R2 million (54.59 per cent). It has spent R769.7 million (75.40 per cent) in current payments and R18.3 billion (78.99 per cent) of their respective budgets. The overall spending of the Department is within the acceptable range but programme spending reveals a different picture. It has overspent in some programmes, including Administration, and transport regulation and accident and incident investigation. The Administration programme has overspent by R44.3 million due to the more anticipated expenditure on Presidential inauguration, Arrive Alive campaign and Electronic Content Management. The overspending in Transport Regulation and Accident and Incident Investigation programme was attributed to higher than anticipated expenditure for hosting the African Union (AU) conference and payments for the electronic National Traffic Information System (eNaTIS). The Committee should request progress phase of eNaTIS and its impact on improving efficiency and reducing long queues at the traffic centres. 
The Department has under-spent in some programmes, including Transport logistics and Corridor Development, and Public Entity Oversight and Border Operations and Control. The Transport Logistics and Corridor Development, which is responsible for ensuring efficient operations and regional integration spent only R10 million or 37.40 of its budget. This was attributed to the delays in appointing service providers for numerous projects. These include, National Freight Information System, National Freight Databank update, Freight Movement Optimisation Plans, Freight Master Plan, Port Reform Strategy and Air Freight Strategy. It is no clear why the appointment of service providers was delayed, as there was little information from the Department regarding this issue. The Public Entity Oversight and Border Operations and Control programme aims to develop a monitoring and evaluation mechanisms to oversee public entities and border operations and control. This programme under-spent by R32.3 million due to the delays in appointing service provide for Road Accident Fund (RAF) restructuring project. Funds have been persistently rolled over for RAF restructuring since 2007. An amount of R14 million was rollover in 2007, R14 million in 2008, and R7.1 million in 2009. The spending trend in this area further reflects that the Department will not spend its budget allocation for RAF restructuring in 2010. Furthermore, the Department delayed a transfer of R3.2 million to South African Maritime Safety Authority (SAMSA) due to non-compliance. This amount was allocated during the 2009 budget adjustments for long range identification and tracking system. 

 The Department reported zero spending on Rural Transport Service and Infrastructure grant. This grant was allocated R9.8 million to improve accessibility to essential services. It aimed to improve rural infrastructure by upgrading rural access roads, constructing intermodal transport facilities and rural freight logistics facilities. The need for this service is overwhelming in rural areas, while the Department held funds the road infrastructure is deteriorating in these areas. The lack of spending in this area undermines government effort to develop rural areas through linking their economic potential with the market. The spending for Public Transport Infrastructure grant is also not satisfactory. The grant was allocated R2.4 billion but only R1.6 billion (67.3 per cent) was transferred at the end of the third quarter. This grants aims construct and improve transport infrastructure and systems. These infrastructure grants have a potential to create jobs, and the lack of spending does not assist attainment of government goals.   
The procurement management and supply chain process of the DoT seem to be very slow. A number of projects are stalled due to inefficient supply chain management systems of the Department. 

Department of Cooperative Governance and Traditional Affairs
The Department of Cooperative Governance and Traditional Affairs was allocated R36.5 billion in the 2009/10 financial year. The budget for this Department is dominated by provincial and local government transfers. These transfers include both grants and equitable shares. The largest share of the budget amounting to R36.1 billion (98.78 per cent) was allocated to transfers and subsidies, R433.1 million (1.19 per cent) to current payments and R13.3 million (0.03 per cent) to capital expenditure. The most important grant under this Department is Municipal Infrastructure grant (MIG) which was allocated R11.4 billion in 2009/10 for the eradicating backlog in municipal infrastructure. 

The Department has spent R25.5 billion (69.86 per cent) at the end of the third quarter. It has under-spent by R1.88 billion (5 per cent) compared to its projected spending R27.4 billion. The expenditure for all the economic classification is less than 70 per cent. An amount of R25.2 billion (69.95 per cent) was transferred at the end of the third quarter, R275 million was spent on current payments (63.48) and only R5.2 million (38.77 per cent) was spent on capital expenditure. The Systems and Capacity Building programme spent 47.2 per cent of its budget. The slow spending in this area is due to the unspent adjusted budget of R40 million that was allocated for disaster management national readiness for the 2010 FIFA World Cup. This lack of spending was attributed to slow processes in appointing consultants and long tender processes. The department indicated that the tender to the value of R4 million for the purchasing of emergency vehicle was advertised. It has further envisaged that these funds will be spent in the last two months of the financial year. 

The Department reported R4.7 million under-spending on compensation of employees budget due to the moratorium not yet been lifted on the filing of vacant posts. The Department indicated that it was still awaiting approval from the Department of Public Service and Administration. It also indicated that its new structure will come into effect in the new financial year. Furthermore, of the R11.4 billion allocated to MIG, only R7.4 billion (64.44 per cent) was transferred at the end of the third quarter. This translates to an under-spending of R1.8 billion. This is due to the lack of readiness by municipalities to implement infrastructure projects as a result of lack of capacity and lack of plans and terms of references. The Department rolled over R817.7 million for MIG from 2006/07 while R287.8 million was rolled over from 2008/09. It is also clear from the department’s spending trends in this area that roll-over will be further requested in the current financial year.  This grant aims to enhance access to water, sanitation, electricity and roads. These projects are undertaken in a labour-intensive manner.
 The lack of spending in these areas negatively impacts on the development and job creation initiatives of government. 

Department of Minerals and Energy

The Department of Minerals and Energy was allocated R4.7 billion in the 2009/10 financial year. A substantial share of this budget amounting to R3.7 billion was allocated to Associated Services which comprises only transfers and subsidies. The Electricity, Nuclear and Clean Energy programme received the second largest share of the departmental budget amounting to R340 million. The Department was allocated R4 billion for transfers and subsidies, R703.5 million for current payments and R11.2 million for capital expenditure.
The Department has spent R3.3 billion (71.07 per cent) at the end of the first quarter. Whilst the overall spending of the Department seems impressive, the Electricity, Nuclear and Clean Energy programme has only R141.7 million (47.7 per cent) of its budget. The Department has only R5.6 million (52 per cent) against R10.7 million budget for Renewable Energy Subsidy Scheme. Of the R5 million budget allocation for Working for Energy, no funds were utilised at the end of the third quarter. Furthermore, the Department was allocated R74.5 million for National Energy Efficiency and Demand Side Management grant. It has only transferred R6 million (8. 1 per cent) of this grant at the end of the third quarter. 
Another area of concern is a slow spending in Integrated Nation Electrification programme. The Department was allocated R149 million to deal with backlogs in the electrification of clinics and schools and R84 million for the non-grid electrification service providers. The Department has reported zero per cent expenditure in these areas at the end of the third quarter. The Department has already exceeded its budget for capital expenditure. It was allocated R11.2 million in this area but R12.7 million (113.9 per cent) at the end of the third quarter. The Department could not provide sufficient information regarding its spending trends.  

Department of Agriculture, Forestry and Fisheries

The Department of Agriculture, Forestry and Fisheries was allocated R3.8 billion in the 2009/10 financial year. Of this budget, R1.7 billion was allocated to current payments, R2 billion to transfers and subsidies, and R64.5 million to capital expenditure. It is important to note that during the revision of government structure, the Forestry function of the Department of Water Affairs and Forestry was shifted to this Department with its budget. 
The Department has spent R2.3 billion (61.41) at the end of the third quarter. It has transferred R1.5 billion (75.78 per cent) to receiving entities, spent only R731.4 million (44 per cent) on current payments and R36.3 million (56.38 per cent) on capital expenditure. The Department has reported zero expenditure in the Forestry programme, which was allocated R579.1 million. Further clarification regarding this lack of spending could not be provided by the Department. Furthermore, there are other areas where zero per cent spending was reported by the Department. These include outsourced research and Food Bank SA under programme 2, Land and Agriculture Bank of South Africa: AgriBEE and Perishable Products Expert Control Board. The expenditure pattern of the Department further reflects slow spending in Land and Agriculture Bank of South Africa- Micro-agricultural Financial Institutions of South Africa (Mafisa) at R146 million (39.8 per cent) of its allocated budget of R367 million. Detailed information could not be provided by the Department in this regard.
Of particular concern is a lack of spending in both Mafisa and AgriBEE, as these programmes aim to develop emerging farmers through financial support.
Department of Water Affairs 
Among government priorities in 2009 Budget was to expend environment in the built environment to meet universal access targets in water and sanitation.
 During the government restructuring, funding allocation for Forestry programme was shifted with the function to the previous Department of Agriculture.  The 2009 Budget remaining budget for the Department to finance its programmes amounts to R7.8 billion. Of the departmental budget, R3.2 billion was allocated to current payments, R4.1 billion to transfers and subsidies, and 432.5 million to capital expenditure. The Department envisaged providing access to free basic water services to 89 per cent South Africans by the end of 2009/10.

The Department has reported an expenditure of R5 billion (64.67 per cent) at the end of the third quarter. It has spent R1.9 billion (60.12 per cent) on current payments, R3 billion (72.72 per cent) on transfers and subsidies, and only R96.4 million (22.30 per cent) on capital expenditure. The Department has an under-expenditure of R801 million (10.3 per cent) due to a number reasons. An amount of R481.5 million was not spent due to vacancies and unpaid invoices, while R286.2 million was not spent as reclassification of Backlogs in Clinics and Schools grant has not been reclassified from Capital Payments to Transfers and Subsidies. Furthermore, there has been a slow spending in some grants. These include both Bulk Infrastructure and Backlogs in Water and Sanitation at Clinics and Schools grants. The Department was allocated R611.5 million for Bulk Infrastructure grant but only spent R364.2 million (59.6 per cent) at the end of the third quarter. This is due to a number of projects in Eastern Cape (4), Limpopo (1) and Western Cape (1) that are still an the construction phase. Furthermore some projects in the Western Cape are either in the design or tender phases. The grant aims to develop regional bulk infrastructure for water supply and the slow spending thereof might impede government’s goal of universal access to clean water.

The Department was allocated R350 million for Backlogs in Water and Sanitation at Clinics and Schools grant. It has only spent R206.7 million (59.1 per cent) at the end of the third quarter. The Department has indicated that some of the projects are still at tender phase but it is not clearly why the Department has waited up until the end of the third quarter to accelerate procurement processes. Furthermore, an extent to which the reclassification of expenditure from capital payments to transfers and subsidies has delayed the execution of budget has not been clarified. Of particular concern, this is the same grant that was discontinued in the 2010/11 budget without details about the achievement of its purpose. The slow spending in this area might be an indication that the Department struggles to monitor this grant for accelerated delivery of the services. 
Both Bulk Infrastructure and Backlogs in Water and Sanitation at Clinics and Schools grants were meant to provide infrastructure to communities, thus creating extra jobs. While some communities have protested against the slow pace in delivering basic services, the departmental spending in water provision programmes is still slow. This has a potential to impact negatively on the government image and lack of confidence in its programmes. 
The Department is further projecting an under-spending of R372.8 million (5 per cent) of the end of the financial year. Of this projected under-spending, R297 million is for infrastructure projects, namely, Nandoni Water Treatment Works and Distribution Network, Inyaka Water Treatment Works (Phase 2) and Distribution Line, and Hluhluwe Regional Water Scheme (Phase 1,2 and 3). The Department is expected to request for a rollover of these funds. 
4. SUMMARY OF FINDINGS
The analysis of the 2009/10 third quarter has identified a number of challenges in relation to the budget implementation and expenditure monitoring. The most prominent challenge faced by almost every Department that has under spent is the issue of vacancies. The following findings were identified by the Committee during its scrutiny of public spending.   

· There is a lack of action on the Committee’s recommendation. This results to recurrence of findings as issues previously raised by the Committee remain unresolved. These include, among others vacancy rate, delays in supply chain management processes, challenges in the PSETA and infrastructure spending.
· The government departments experience challenges in managing conditional grants. Slow spending has been reported in a number of conditional grants. These include Hospital Revitalisation, Rural Transport Service and Infrastructure, National Energy Efficiency and Demand Side Management grant, Public Transport Infrastructure, MIG, Bulk Infrastructure and Backlogs in Water and Sanitation at Clinics and Schools grants
· Late submission and quality of business plans, high vacancy rate, skills shortage, delays in tender processes, and delays in both submitting and signing necessary documents (e.g MoUs, SLAs etc) continue to impact negatively in government spending.
· There is a culture of acting in key positions in some government departments that contributes in the delays experience supply chain management processes. This culture also compromises both performance and financial management in these departments.
· Funds for some infrastructure development projects and capacity building programmes that are meant to address countries socio-economic challenges are not optimally utilised. These include funds that were allocated for water infrastructure and Mafisa. Some of these projects are undertaken in a labour-intensive manner.
· The procurement management and supply chain management processes in some departments are very slow. A number of projects are stalled due to inefficient supply chain management systems. Certain tenders are either suspended or cancelled due some irregularities.
· The departments reported a slow spending is some areas that were pronounced to be among government policy priorities. These include job creation, provision of workbooks to learners and skills development. 
· The Department of Public Works has not transferred incentive grant to some provinces and local government who struggle to meet the targeted threshold. This grant aims to increase labour intensive employment through programmes that maximise job creation and skills development.
5. RECOMMENDATIONS
· Based on the above findings, the departments should provide an implementation plan to the Committee within 30 days, outlining its response to issues that are reported by the Committee.

· The country cannot afford to delay Health care infrastructure development any longer, the Department of Health in conjunction with its provincial counterparts and National Treasury should develop a comprehensive plan to address challenges that are associated with Hospital Revitalisation programme. This principle should also apply to some conditional grants that continue to under-spend on their budgets.
· The culture of rolling over funds for infrastructure projects requires government to develop a project management strategy as soon as possible. 

· Government’s supply chain management processes should always be in line with the relevant legislation and corrective action should always be taken in the event of non-compliance with such legislation.
· Government must expedite the filling of vacancies and must improve its turnaround times for recruitment. An effective plan for retaining skills should be developed. 
· More effective Internal Audit functions and Audit Committees are required to assist management with the achievement of departments’ goals. Such governance structures should have a capacity to assess and reduce any risk that has a potential to impede on service delivery. They should provide sound advice for improved systems and management of budgets. 
· The Department of Public Works in conjunction with CoGTA and National Treasury should support the struggling municipalities and provinces that fail to meet its requirements for accessing the incentive grant. 
· There is a need for the departments to enhance their budget planning and implementation. The level of compliance with relevant statute during the budget implementation also requires some improvement. 
� National Treasury (2009:V)


� (JG Zuma:2010)


� Public Finance Management Act(1999: P52)


� National Treasury (2009:122)


� National Treasury (2009:99)


� National Treasury (2009:838)
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