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Department of Communications

2 138 001 965 280 45.15

Statistics South Africa

2 101 379 1 058 252 50.36

Department of Water Affairs

8 203 193 5 072 003 61.83

Department of Home Affairs

5 834 390 3 750 745 64.29

Department of Education

6 171 999 4 075 328 66.03

Department of Rural Development

7 308 243 4 860 156 66.50

Department of Health

21 661 512 16 016 979 73.94

Department of Public Works

7 364 797 5 280 648 71.70

Department of Police

53 529 740 38 993 670 72.84

Department of Defence and Military Veterians

30 442 591 21 568 333 70.85

Department of Justice and Constitutional Review

10 787 345 7 622 343 70.66
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15 February 2011

The Summary and Analysis of the third Quarter Expenditure Report Analysis 2010/11
Introduction 

This paper provides a brief summary and analysis of third quarter expenditure for selected departments. This is going to assist the Standing Committee on Appropriations in conducting it’s in- year monitoring process as part of committee oversight. This focus of this analysis is to report and reflect the issues led to the high levels of under expenditure and over expenditure in government. This will assist the committee to be able to check whether government is still spending the 2010/11 budget according to the projections or general benchmark of 25 per cent per quarter. 
The table below provides the list of the selected departments which have reported under expenditure at the end of the third quarter 2010/11 financial year
. 
Table 1: Departments Reported under Expenditure in the Third Quarter
National Treasury (2010)

1. Department of Communications

The Department of Communications was allocated a total amount of R2.138 billion for 2010/11 financial year. At the end of the third quarter, the Department has spent R965.2 million or 45.15 per cent of the allocation.  This means that in the third quarter the Department has reported under expenditure of R638.2 million or 29.85 per cent of the allocation. The under expenditure was due to the lack spending in the following programmes:
ICT Enterprise Development programme

This programme was allocated a total amount of R1.6 billion; the Department has only spent R737.8 million or 45.61 per cent of this budget. The slow spending was due to the following transfers which were made to the departmental agencies at the end of the third quarter:

· Telkom: 2010 FIFA World Cup 0 per cent was transferred

· South African Post Office 0 per cent was transferred

· National electronic Media Institutes of South Africa 0 per cent was transferred 
· Universal Service and Access agency of South Africa: Infrastructure 0 per cent was transferred 

·  Universal Service Fund 0 per cent was transferred

· South African Broad casting Authorities 0 per cent was transferred

· Channel Africa 0 per cent was transferred
· Public Protector 0 per cent was transferred

· Sentech: Digitisation  and Digital Terrestrial Telephone (Dual Illumination) 0 per cent was transferred

· And only 38.26 per cent was spent on goods and services in this programme at the end of the third quarter.

ICT Infrastructure Development 

This programme was allocated a total amount of R177.4 million, in the second quarter the Department has spent R32.1 million or 17.83 per cent of this budget. This high level of under expenditure was due to the under spending of 8.24 per cent on goods and services in the same programme. An amount of R1.5 million was allocated for transfers and subsidies in this programme; the Department has only managed to spend R56 thousand or 3.73 per cent in the third quarter. This level of under spending attributed to the following transfer payments which were not made to the Departmental agencies: 

· .za Domain Name Authority: contribution to operations 0 per cent was transferred

· Only 46.07 per cent was spent in the Capital assets of the same programme

Presidential National Commission 
In the third quarter, this programme only spent 52.36 per cent of the R32.5 million allocated for the current financial year. The under expenditure in this regard was due to the lack of spending in the following areas at the end of the third quarter:

· Compensation of employees has only spent 53.04 per cent
· Goods and Services has only spent 37.94 per cent

· Capital payments of the same programme has only spent13.93 per cent.

However, it is really concerning that the Department of Communications have under spent in the above programmes as some of these transfers were intended to fund infrastructure projects in support of the fight against poverty and job creation as a top priority of government. It is also concerning that some of these funds were earmarked in order to fund the daily operational activities and important programmes. This is an indication that the Department is going to embark on a March Spike or fiscal dumping at the end of third or fourth quarter of the current financial year. 
Concern:

How will the delay in transferring funds to government entities impact on service delivery and on government’s ability to achieve its set outcomes in the Communication sector?

2. Statistics South Africa

In the third quarter of 2010/11 financial year, the Statsa has only spent 50.36 per cent of R1.9 billion. This means that in the third quarter the Department has reported an under expenditure of R517.7 million or 24.64 per cent of the allocation. Even though Statsa has reported both over and under expenditure in a number of programmes but still the overall expenditure falls below the general spending benchmark of 75 per cent. The under expenditure was the result of slow spending in the following programmes:
Survey Operations

This programme has only spent 24.03 per cent to date of R716.6 million at the end of the third quarter. The high level of under expenditure in this programme was due to the lack of spending in the following areas:
· Only 26.16 per cent was spent on current payments as results of less expenditure in goods and services

· Only 13.59 per cent was spent on goods and services 

· Only 2.60 per cent was spent on Payments for capital assets 

According to the National Treasury, the lack of spending in the above programmes was due to the delays in finalising the Census 2011 project. Furthermore, it was also due to the software licences which are expected to be paid in the last quarter. 
Corporate Relations
Even though Statsa has under spent in the above mentioned programme, it will be important to note that Statsa has over spent in the Corporate Relations (programme 6). At the end of the third quarter this programme has spent R269.1 million or 80.40 per cent of the total allocation. The over expenditure emanated from the following areas in the second quarter: 

· Compensation of employees has already spent 80.09 per cent of its budget  
· Goods and Services has already spent 83.50 per cent of its budget
· Transfers and Subsidies has already spent 199.29 per cent of its budget

· Payments for Capital Assets has already spent about 1 316.67 per cent  

This is an indication of poor programme budgeting and planning, though according to the National Treasury this high level of over expenditure was due to the appointment of fieldworkers for the Income and Expenditure Survey which is under funded. 
3. Department of Water Affairs

The Department was allocated a total amount of R8.20 million, at the end of the third quarter the Department has spent R5.07 billion or 61.83 per cent of the allocation. This means that in the third quarter, the Department has reported an under expenditure amount of R1.08 billion or 13.17 per cent of the allocation. The high level of under expenditure was reported in the following areas, namely current payments and capital assets. 

An overall allocation of R3.73 billion was made available for current payments, at the end of the third quarter the Department has only spent R2.05 billion or 55.17 per cent of the allocation. The under expenditure in this area was noticed in the following programmes. 

· In the administration programme R915 million was allocated for current payments, at the end of the third quarter the department has only spent R542.8 million or 59.29 per cent of the allocation. Part of the under expenditure was a slow spending on compensation of employees and goods and services in the following programmes: 

· In the Water management programme R393 million was allocated for current payments, at the end of the third quarter R212 million or 53.85 per cent was spent. This level of under expenditure may have attributed to the slow spending on goods and services.   

· In the Regional Management programme R2.23 billion was allocated for current payments, at the end of the third quarter R1.22 billion or 54.66 per cent was spent of the allocation. The under expenditure in the third quarter was due to the slow spending in the compensation of employees in the following, 

· Water Service Operating Subsidy Grant was allocated R106.5 million 0 per cent was spent. 

· Regional bulk Infrastructure Grant (indirect grant) was allocated R17.5 million 0 per cent was spent.   

· In the Water Sector Regulation programme R186 million was made available for current payments, at the end of the third quarter the department has only spent R81.4 million or 43.76 per cent. This level of under expenditure was due to the slow spending in compensation of employees (59.25 per cent) as well as goods and services (36.12 per cent).  

In the Regional Management R1.61 billion was allocated for goods and services, at the end of the third quarter the department has spent R821.7 million or 50.88 per cent of the allocation. This was due to the slow spending on the following areas, 

· An amount of R39.4 million was allocated for Water Services subsidy was not spent. 

· An amount of R41.8 million was allocated for Infrastructure Grant had only spent R14.3 or 34.29 per cent. 

· An amount of R23.4 million was allocated for EPWP Incentive for working for fire project only spent R5.47 million or 23.28 per cent.

· An amount of R79.0 million was allocated for EPWP Incentive for working for water has only spent R48.6 million or 61.5 per cent. 

According to National Treasury, the higher level of under expenditure in current payments was due to the following,

· Unfilled and funded vacancies which require technical, engineering and scientific skills

· Delays by service providers in submitting invoices for goods and services

· Delays in approving training and development plans

· Delays in obtaining approval of terms of references for various projects to strengthen the use of water efficiency, upgrading of water use licenses

· Climate Survey was put on hold 

An overall amount of R1.11 billion was allocated for capital assets, at the end of the third quarter the Department has spent R37.5 million or 3.36 per cent of the allocation. Noting this level of under expenditure an amount of R6.51 million was shifted from capital budget to current payments. While this conduct is in contravention with Public Finance Management Act, the department has only spent 3.34 per cent of the allocation. 

· In the administration programme R39.9 million was allocated for capital payments, at the end of the third quarter the Department has spent R17.2 million or 43.24 per cent. 

· In the Water Management R8.27 million was allocated for capital assets, at the end of the third quarter R6.0 million or 72.71 per cent was spent.  

· In the Regional Management R1.07 billion was allocated for capital assets, at the end of the third quarter the department has spent R13.5 million or 1.25 per cent of this allocation. This was due to slow spending on Regional Infrastructure Grant and Regional Management (planning and implementation of water management services).

· In the Water Sectoral Regulations programme R2.28 million was allocated for capital assets, at the end of the third quarter only R698 million or 30.57 per cent was spent.   

4. Department of Basic Education

The Department was allocated a total amount of R6.17 billion for the 2010/11 financial year. At the end of the third quarter, the Department has spent R4.07 billion or 66.03 per cent of the allocation. This means that in the third quarter the department has reported an under expenditure of R553.6 million or 8.97 per cent of the allocation. This level of under expenditure was identified in the area of goods and services, and compensation of employees, while transfer payments have reported over expenditure of 77.24 per cent.  The overall allocation for goods and services was R1.51 billion, at the end of the third quarter R505.8 million or 33.40 per cent was spent. This overall under expenditure has emanated to the following programmes:
· An amount of R1.21 billion was allocated for goods and services in the Curriculum Policy, Support and Monitoring programme. At the end of the third quarter only R341.6 million or 28.02 per cent was spent. Part of this allocation an amount of R7 million was shifted from this programme to administration programme during the adjustment. 

· An amount of R23.2 million was allocated for goods and services in the Teachers and Education Human Resources Development programme, at the end of the third quarter only R6.65 million or 28.63 per cent was spent. Of note is that, an amount of R7 million was also shifted from this programme to administration programme. 

· An amount of R85.1 million was allocated for goods and services in the Planning, Quality Assessment and Monitoring and Evaluation programme, at the end of the third quarter only R30.2 million or 35.51 per cent was spent. 

The overall allocation of transfers and subsidies was R4.38 billion for the current financial year. At the end of the third quarter only R3.38 billion or 77.24 per cent of the allocation was spent. However, even though transfer payments have reported over expenditure of 77.24 per cent but in certain programmes transfers had not yet been made at the end of the third quarter. 

· An amount of R12.2 million was allocated for transfer payment in the administration programme; at the end of the third quarter only R143 thousand or 1.17 per cent had been transferred. This was due to the unspent funds of R10.1 million which was allocated for United Nations Education, Scientific and Cultural Organisation. 

· An amount of R80.1 million was allocated for transfer payments in the Curriculum, Policy, Support and Monitoring programme. At the end of the third quarter R30.8 million or 38.48 per cent was spent of the allocation. This was due to the unspent R80.0 million which was allocated for technical secondary schools recapitalisation grant. At the end of the third quarter these funds were not transferred to the receiving institutions. 

Concern:

It is important to note that the most unspent budget was influenced by the under expenditure on goods and services and non transfer of funds to the receiving entities at the end of the third quarter, therefore this is very concerning due to the fact that this Department is expected be very instrumental in the drive to enhance quality of education and also to achieve Triple T concept as announced by his Excellency President Zuma in the State of the Nations Address 2011(SONA)
.

5. Department of Home Affairs


The Department of Home Affairs was allocated a total amount of R5.83 billion for the 2010/11 financial year.  At the end of the third quarter, the Department has spent R3.75 billion or 64.29 per cent of the allocation. This means that in the third quarter the department has reported under expenditure of R625 million or 10.71 per cent of the allocation. Even though the Department has reported under expenditure in current payments and transfer budget, over expenditure has been reported by capital assets.  

An overall allocation of R4.09 billion was allocated for current payments, at the end of the third quarter R2.68 billion or 65.61 per cent was spent. The slow spending in the overall current payments was due to the slow spending in the compensation of employees in the administration programme. 

· The current payments were allocated R1.47 billion in the administration programme, at the end of the third quarter, the Department has spent R793 million or 57.64 per cent. 

· An amount of R1.29 billion was allocated for current payments in the Immigration Services programme. At the end of the third quarter, the Department has spent R702 million or 54.29 per cent of the allocation.    

 An overall allocation of R1.59 billion was earmarked for transfers and subsidies, at the end of the third quarter the Department has only spent R898.5 million or 56.29 per cent of the allocation. This level of under expenditure has emanated to the following programmes in the transfer budgets. 

· An amount of R1.59 billion was allocated for transfers to agencies; at the end of the third quarter R893 million or 56.16 per cent has been transferred. The slow spending in this regard was due to the less transfer being made to Electoral Commission (IEC). 

· In the administration programme R1.33 billion was allocated for transfers, at the end of the third quarter the Department has spent R831 million or 62.11 per cent of the allocation.     

An overall allocation of R139.3 million was made available for capital payments, at the end of the third quarter the Department has spent R162.7 million or 116.83 per cent of the allocation. This means that the Department has over spent the capital budget by 16.83 per cent in the third quarter. This level of over expenditure was due to the following areas. 

· An amount of R41.4 million was allocated for capital budget in the Service to Citizens Program. At the end of the third quarter R136.4 million or 328.75 per cent of the allocation was spent. This means that the Department has overspent by 253.75 per cent during the third quarter. 

· Of note is that in the Immigration Service programme R6.42 million which was not budgeted was spent at the end of the third quarter. 

According to the National Treasury the higher level of under expenditure on current payments was due to the following:

· Unspent funds for accommodation, and contractual monthly commitment for Who Am I Online (WAIO)
· Logis system which cannot split Provincial Civic and Immigration expenditure

· Large amount of outstanding debts for suppliers from previous years

6. Department of Rural Development 


The Department of Rural Development was allocated a total budget of R7.30 billion for the 2010/11 financial year. At the end of the third quarter, the Department has managed to spend R4.86 billion or 66.50 per cent. This means that in the third quarter the Department has reported an under expenditure of R621 million or 8.50 per cent. This level of under expenditure has been identified into two different areas, namely current payments and capital assets. 

An overall allocation for current payment amounted to R2.38 billion, at the end of the third quarter R1.35 billion or 56.65 per cent was spent. The under expenditure in the current payments have emanated from the following areas:

· An amount of R770.7 million was allocated for administration programme, at the end of the third quarter R445.4 million or 57.80 per cent was spent. This was due to the slow spending on compensation of employees and goods and services. 

· An amount of R486.7 million was allocated for Geospatial and Cadastral Services programme, at the end of the third quarter R259.2 million or 53.27 per cent was spent. This was due to the slow spending in compensation of employees and goods and services.

· An amount of R342.4 was allocated for Rural Development programme, at the end of the third quarter R166.4 million or 48.61 per cent was spent. This level of under expenditure was also due to the slow spending on compensation of employees and goods and services. 

· An amount of R2.11 billion was allocated for Land Reform programme after the adjustment process, at the end of the third quarter the department has spent R1.08 billion or 51.38 per cent. The under expenditure was due to the slow spending on compensation of employees, while goods and services have reported over expenditure of 78 per cent. 

An overall allocation of R4.89 billion was allocated for transfers and subsidies, at the end of the third quarter the Department has only spent R3.49 billion or 71.32 per cent of the allocation. This level of under expenditure has been identified in the following programmes in the transfer budget. 

· An amount of R14.8 million was allocated for transfers and subsidies in the administration programme. At the end of the third quarter the Department has spent R1.74 million or 11.77 per cent of the allocation. This level of under expenditure was due to the slow spending on studies in cadastral, survey and mapping.    

Of note is that, an amount of R1.9 billion or 50 per cent was shifted particularly from transfer budget of Land Reform to Restitution programme. The PFMA does not allow the shifting of funds which are earmarked for transfer budget to a certain entity. It was also noted that most of the Restitution budget of R2.16 billion or 130 per cent was spent on land claim settlements. This is the reason, the department has reported an over expenditure of 83.89 per cent of the R3.17 billion allocated for transfers budget in the Restitution programme.   

7. Department of Health


The Department of Health was allocated R21.6 billion for 2010/11 financial year, at the end of the third quarter the Department has spent R16 billion or 73.94 per cent of the allocation. This means that in the third quarter the department has reported R229 million or 1.06 per cent under expenditure. The under expenditure has been noted under the following areas at the end of the third quarter 2010/11. 

Of the total budget R30.7 million was allocated for Capital Assets, the Department has only spent R11.9 or 26.65 per cent of this allocation.  The most of under expenditure in this economic classification has been reported in the following programmes. 

8. Capital payments under administration programme were allocated R17.7 million after adjustment; of this amount the Department has only spent R3.1 million or 17.71 per cent at the end of the third quarter.

9. Capital Payments under Strategic Health Programmes were allocated R16.3 million; the department has only spent R2.9 million or 18.3 per cent at the end of the third quarter.

10. Love Life programme under the same programme was allocated R77.3 million, at the end of the third quarter the Department has spent 0 per cent of this budget. 

11. National Health Laboratory Services under the same programme was allocated R77.7 million, at the end of the third quarter the Department has only spent R21.6 million or 27 per cent of the total budget.

Transfers and Subsidies under the Health Planning and Monitoring were allocated R277.8 million; however, at the end of the third quarter the following funds were not yet transferred to the receiving entities.  

· Council for Medical Scheme was allocated R3.9 million; at the end of the third quarter 0 per cent was transferred. 

· Health Systems Trust was allocated R2.9 million; at the end of the third quarter 0 per cent was spent. 

· Medical Research Council was allocated R270.5 million to conduct research and other research related matters, at the end of the third quarter the Department has spent R157.7 million or 58.33 per cent of the total budget. 

According National Treasury, the higher level of under expenditure on transfers and subsidies was mainly due to the slow spending in Hospital Revitalisation programme as well as in certain departmental entities.
Concern:

How will the delay in transferring funds to receiving entities impact on service delivery and on government’s ability to achieve its set target and outcomes (ten point plan) in the health sector?

Goods and services under the Health Human Management and Development programme was allocated R13.9 million, at the end of the third quarter R2.8  million or 20.40 per cent has been spent. In the same programme only 18.22 per cent has been spent by the Department for Capital Assets budget. 

Goods and Services under the Health Services programme were allocated R59.2 million, of this amount R18.1 million or 21.25 per cent was spent at the end of the third quarter. In the same programme R2.6 million was allocated for Commissioner’s compensation, at the end of the third quarter 0 per cent was spent in this budget. An amount of R103.1 million was allocated for compensation of employees, at the end of the third quarter the Department has only spent R50.3 million or 38.34 per cent of this budget. In the same programme an amount of R38 thousand was spent without being budgeted for payment for financial assets.   

According to National Treasury, the slow spending on goods and services was due to the delay in the tendering process for primary health care audits, procuring of condoms, payment of invoices for World TB Day event, and travel and subsistence receipt by the Department of International Relations and Co operations
. 

8. Department of Public Works (DPW)
The Department was allocated a total amount of R7.3 billion after adjustment. At the end of the third quarter the department has only spent R5.2 billion or 71.70 per cent of this budget. This means that in the third quarter the Department has reported an under expenditure of R242 million or 3.30 per cent of the allocation. Of note is that the capital payment was allocated a total amount of R1.5 billion after adjustment but the Department has only managed to spend R692.9 million or 45.67 per cent. This under expenditure has emanated to the following programmes: 

Immovable Asset Management   

· An amount of R75 million which was allocated for Energy Efficiency in Government Buildings 0 per cent was spent
· An amount of R223.6 million was allocated for goods and services; the Department has only spent 50 per cent of the allocation.

· An amount of R1.3 billion was allocated for Council for Built Environment only 49.05 per cent was spent

· An amount of R1.3 billion was allocated for Capital Payments the Department has only spent 45.02 per cent 

· Of note is that an amount of R25 thousand was spent on Payment for Financial Assets without being budgeted for in this programme. 
It is important to note that Devolution of Property Rate Funds to provinces grant was allocated R1.0 billion but the Department has managed to spend R1.8 billion or 170 per cent of this budget at the end of the third quarter. This simple means that the Department has spent 70 per cent more than its allocation before the end of the financial year. This high level of over expenditure is an indication of poor planning and the misalignment between budget and strategic plan of the Department. This also clearly indicates that funds have been moved from other programmes to adjust this grant.
Expanded Public Works Programme

· An amount of R1.4 billion was allocated for this programme, at the end of the third quarter the Department has only managed to spent R737 million or 49.75 per cent. The slow spending on this programme was due to the lack of spending in the following areas:

· An amount of R276.7 million was allocated for compensation of employees, the Department has only managed to spent R121 million or 44.1 per cent at the end of the third quarter. 

· An amount of R1.2 billion allocated for transfers and subsidies, the Department has only managed to spend R613 million or 51.05 per cent of the allocation. This was due to the slow spending of transfer payment for the EPWP grant to municipalities. Of this amount only 66 per cent has been transferred to municipalities for the EPWP. 
According to National Treasury, the main cause of under spending was due to the following reasons, namely:  

· The lack of sufficient technical and management capacity in ensuring the implementation of projects in programme 2.   

· The failure of municipalities and provinces to meet the requirements of EPWP performance thresholds in order to qualify for EPWP incentives under programme 3.
The reported level of under expenditure in this programme is concerning, hence the main focus of this programmes is to strengthen government’s fight against unemployment and poverty alleviation. Job creation is one of the most important priorities of government, therefore it will also be important for the Committee to engage the Department in order to obtain detailed information in this regard.

Auxiliary and Associated Services

· An amount of R17.4 million was allocated for Commonwealth War Graves Commission as a contribution to the maintenance of solders’ graves o per cent was spent at the end of the third quarter. 
9. Department of Police

The Department of Police was allocated a total budget of R53.5 billion for the 2010/11 financial year. At the end of the third quarter the Department has only managed to spend R38.9 billion or 72.84 per cent of the allocation. This means that the Department has reported an overall under expenditure of R1.15 billion or 2.16 per cent for the third quarter.  The reported under expenditure has attributed to the following programmes, namely Capital Assets and Goods and Services.
An overall Capital Asset was allocated a total amount of R2.7 billion; the Department has spent R1.6 billion or 59.62 per cent at the end of the third quarter. Part of the capital budget was an amount of R19.8 million which was shifted from capital budget to defray current payments (compensation of employees). This conduct is in conflict with the section 43 (4) (c) of the Public Finance Management Act. This section does not allow the shifting or virements of funds to defray current payments. 

An overall Goods and services were allocated a total amount of R12.1 billion, at the end of the third quarter the Department has spent R8.0 billion or 67.65 per cent. Of note is that, an amount of R274.1 million was shifted from goods and services to compensation of employees. 
Administration Programme

· Goods and Services in this programme were allocated a total amount of R6.5 billion, at the end of the third quarter the Department has spent R3.9 billion or 59.96 per cent. 

Integrated Justice Programme

· This programme was allocated a total amount of R1.16 billion, at the end of the third quarter the Department has only spent R252 million or 21.6 per cent.  

The fundamental reason for such under expenditure was due to the slow procurement of goods by SITA.  Even though the national treasury indicated that these funds were shifted in order to accommodate members of SAPS who had worked overtimes during the 2010 FIFA World Cup but more explanation is still required in relation to the non compliance with the section 43 (4) C  of the PFMA. 
10. Department of Defence and Military Veterans
The Department of Defence was allocated a total amount of R30.4 billion for 2010/11 financial year.  At the end of the third quarter the Department has spent R21.5 billion or 70.85 per cent of the allocated budget. This means that during the third quarter, the Department has reported an under expenditure of R1.26 billion or 4.15 per cent of the budget. It was noted that R225 million was shifted from the overall budget of the Department of Defence to the Department of Police in order to cater for the unforeseen expenditure which was occurred during the 2010 FIFA World Cup. Therefore, the budget of the Department has been reduced from R30.7 billion to R30.4 billion during the adjustment period. Even though the budget of the Department was reduced, at the end of the third quarter the Department reported under expenditure. This level of under expenditure was due to the following programmes, capital assets and goods and services. 
An overall budget of Capital Assets was R750.5 million, at the end of the third quarter the Department has only spent R412.7 million or 54.99 per cent. It was also noted that R35.6 million was shifted from capital assets to current payments during the adjustment period. This conduct is in contravention with section 43 (4) (c) of the Public Finance Management Act. This section of the Act does not allow the movement of funds from capital assets to current payments. 
· Force Employment programme was allocated R62.6 million for capital assets, at the end of the third quarter only R26.6 million or 42.43 per cent was spent. There was no further explanation provided for this under expenditure.  
· Military Health Support programme was allocated R49.3 million for capital assets, at the end of the third quarter only R19.0 million or 38.69 per cent was spent. 
.  
An overall goods and services were allocated a total amount of R9.53 billion, at the end of the third quarter the Department has only spent R5.87 billion or 61.57 per cent of the allocation. Of note is that, R114.7 million was also shifted from goods and services to compensation of employees during the adjustment. 
An overall transfers and subsidies were allocated a total amount of R3.94 billion after R2.88 billion was shifted from transfer budget to current payments. It will be important also to note that an amount of R951.7 million or 20 per cent of the budget in programme 3 has been shifted to programme 8. This is way above 8 per cent which is required by section 43 (2) of the Public Finance management Act. This conduct is in contravention with section 43 (4) (b) of the Public Finance Management Act. This section of the Act does not allow the movement of funds from transfer budget to any other economic classification. Of note is that even though certain funds were moved outside this area, the Department has only spent R2.91 billion or 73.98 per cent of the transfer budget. This level of under expenditure was due to the following: 
· Force Employment programme was allocated R145.3 million for transfers and subsidies, at the end of the third quarter only R87.3 million or 60.09 per cent was spent. This under expenditure was due to the slow spending on special defence account in the acquisition of main weapons systems and technology. 

· Air Defence programme was allocated R2.28 billion for transfers and subsidies, at the end of the third quarter only R558.3 million or 39.24 per cent was spent. This was due to the R1.15 billion (0 per cent expenditure) for Special Defence Account which was not spent. 
· Part of the slow spending was R1.11 billion in transfer budget which was allocated for the acquisition of strategic armament capabilities for the South African Air force. Of this amount only R547.8 million or 43.70 per cent has been spent at the end of the third quarter.  
· Maritime Defence was allocated R421.1 million for transfer budget, at the end of the third quarter; the Department has only spent R225.2 million or 54.29 per cent. 
· Part of the under expenditure was due to the unspent R100 million or (0 per cent spent) for Maritime Defence which were allocated for acquisition of strategic armament capabilities for South African Navy.    
· Military Health Support programme was allocated R35.7 million for transfers and subsidies, at the end of the third quarter only R25.2 million or 70.63 per cent was spent
An overall allocation of compensation of employees was R25.7 billion, at the end of the third quarter the Department has spent R18.2 billion or 70.74 per cent. The National Treasury indicated that the slow spending in this department was fundamentally due to the implementation of costs savings measures to fund the new SANDF salary dispensation. 
11. Department of Justice and Constitutional Review 

The Department of Justice was allocated a total amount of R10.7 billion, at the end of the third quarter the Department has spent R7.62 billion or 70.66 per cent of the total budget. This means that, in the third quarter the Department has report an under expenditure of R468.1 million or 4.34 per cent. This level of under expenditure was mainly due to the slow spending in current payments namely, compensation of employees and goods and services as well as transfers and subsidies.  
An overall amount of R8.47 billion was allocated for current payments, at the end of the third quarter the Department has only spent R5.85 billion or 69.00 per cent of the allocation. This level of under expenditure has attributed to the slow spending in the following programmes.  

· State Legal Services was allocated R577 million for compensation of employees, at the end of the third quarter, the department has spent R378.3 million or 65.57 per cent of the allocation. 
· The National Prosecuting Authority was allocated R2.61 billion for compensation of employees, at the end of the third quarter the Department has only spent R1.72 billion or 65.92 per cent of the allocation. 
· Auxiliary and Associated Services were allocated R359.9 million for compensation of employees, at the end of the third quarter R236.2 million or 65.64 per cent was spent of the allocation. 
An overall amount of R1.62 billion was allocated for transfers and subsidies budget, at the end of the third quarter the Department has only spent R1.21 billion or 74.57 per cent of the allocation. This level of under expenditure in the transfer budget was precisely due to the slow spending in the following programmes: 

· Administration programme was allocated R9.78 million for transfers and subsidies, at the end of the third quarter the Department has only spent R1.24 million or 12.78 per cent of the allocation.
· Part of this was unspent R4.8 million for safety and security sector education and training authority. 
· Part of this was also an unspent amount of R4.71 million for International Criminal Courts (membership fees). 

According to the National treasury, the fundamental reasons behind the under expenditure in this Department was due to the delays in the establishment of Constitutional Development subprogramme as a results of interview process which is still in progress. While the under expenditure in the National Prosecuting Authority was due to the late payment of occupation specific dispensation (OSD) phase 2 which will be corrected during the last quarter of 2010/11. 
Key Issues for Committee Considerations 
At the end of the third quarter the following Departments ha reported different expenditure trends as follows: 
· The Department of Communication has reported under expenditure of R638.2 million or 29.85 per cent due to the transfer payments not made to the receiving entities, the lack of spending compensation of employees, and services and other capital projects

· Statssa reported under expenditure of R517.7 million or 24.64 per cent due to the lack of spending on goods and services, capital projects, software licences and the delays in finalising Census 2011 project.  Though overall report indicates under expenditure for Statsas but Corporate Relations Programme have reported over expenditure of more than 10.40 per cent of the budget due to over expenditure of 80.09 per cent on compensation of employees, 83.50 per cent on goods and services, 199.29 per cent on transfer payments and capital payment 1 316.67 per cent
· Water Affairs reported under expenditure of R1.08 billion or 13.17 per cent due to under spending on compensation of employees and on goods and services in the administration programme and due to unspent funds in the following Water management programme, Regional Management programme, Water Service Operating Subsidy Grant, Regional bulk Infrastructure Grant, Water Sector Regulation programme, EPWP Incentive for working for fire, EPWP Incentive for working for water project, Unfilled funded vacancies

· Department of Basic Education reported an under expenditure of R553.6 million or 8.97 per cent due to the under spending on goods and services, compensation of employees and over expenditure on transfers does not translate into good expenditure in all programmes
· Home Affairs Department has reported under expenditure of R625 million or 10.71 per cent due to lack of spending on current payments, and transfer budget such as transfer payments for Electoral Commission has not been made. This Department has also reported an over expenditure of 116 per cent for capital payments due to extremely over expenditure on certain programmes.  
· Department of Rural Development has reported an under expenditure of R621 million or 8.50 per cent due to the slow spending in compensation of employees. A huge chunk of budget has been shifted from Land Reform to Restitution to settle land claims, this amount to R2.66 billion or 130 per cent. These shiftings and virements amounted to R53.0 million or 20.7 per cent and R2.21 billion or 52.2 per cent of programme allocations.   
· Department of Public Works reported under expenditure of R242 million or 3.30 per cent due to slow spending on immovable assets management programme, Expanded Public Works Programme, and on Auxiliary and associated Services. 
· Department of Military and Veterans, it will be important to note that an amount of R951.7 million or 20 per cent of the budget in programme 3 has been shifted to programme 8. This is way above 8 per cent which is required by section 43 (2) of the Public Finance management Act. This conduct is in contravention with section 43 (4) (b) of the Public Finance Management Act.
· Department of Police, Part of the capital budget was an amount of R19.8 million which was shifted from capital budget to defray current payments (compensation of employees). This conduct is in conflict with the section 43 (4) (c) of the Public Finance Management Act
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