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MOD/R/505/1/3/1(06/07)
The Chairperson and Members

Standing Committee on Public Accounts

APPROVAL OF UNAUTHORISED EXPENDITURE: DEPARTMENT OF DEFENCE (DOD)
1. The SCOPA hearing on the DOD’s financial statements held on 21 November 2007 and this Department’s letter under the same reference dated 13 February 2008 have reference.

2. In the above mentioned letter the DOD submitted the following requests to SCOPA:
a. To recommend the expenditure incurred for the Military Museums to the amount of Rm 15,110 138 to Parliament for approval as the new Defence Act, 2002 was promulgated.  (See Enclosure 1 Par 5 as well as Appendix A to Enclosure 1).

b. To recommend the over-expenditure for Peace Support Operations to the amount of Rm 40,292 419 to Parliament for approval.  (See Appendix B to Enclosure 1).

3. To date the DOD has not received a reply from SCOPA regarding these two requests and these amounts are still reflected in the Department’s debtors account.
4. SCOPA is also requested to recommend the following two cases, that have since been finalized, to Parliament for approval:
a. The expenditure on the photocopiers contract that occurred in various years to Parliament for approval as the court case was finalized (nolle prosequi). (See Enclosure 1 Par 6).

b. The expenditure on the repair of furniture that occurred in 1999/2000 as the Directorate Public Prosecution declined to pursue the case any further. (See Enclosure 1 Par 6).
5. You are hereby requested to consider these requests to enable the DOD to clear these debtor accounts.

(L.N. SISULU)

MINISTER OF DEFENCE AND MILITARY VETERANS
ENCLOSURE 1 TO

MOD/R/505/1/3/1(06/07)

DATED    JUN 2010

UNAUTHORISED EXPENDITURE LISTED AS DEBTORS

1. The following regarding unauthorised expenditure was reported in the financial statements of the DOD for the financial year 2008/2009:

Opening balance carried over from 2007/2008:

  Rm  20,625  

Amounts approved by Parliament:

                Nil  

Transfers to receivables for recovery:
 
               Nil  
Unauthorised expenditure awaiting authorization:

Rm    20,625  
2. 
The amount recognized in the financial statements as “Transfers to receivables for recovery” consist of the following (See Appendix A for a detailed table):

	Serial
	Amount
	Description
	Current Status

	a.
	Rm 2,084
	Various issues that occurred in 1996/97
	Approved by Parliament vide Government Gazette number 29764 dated 31 March 2007, awaiting refunding from NT

	b.
	Rm  0,815
	Contraventions of STB Regulations that occurred in 1997/98
	

	c.
	Rm  0,586
	Contravention of STB Regulations that occurred in 1998/99
	

	d.
	Rm 3,894
	Contravention of STB Regulations that occurred in 1999/2000
	

	e.
	Rm  0,117
	Contravention of STB Regulations that occurred in 2000/01
	

	f.
	Rm 427,411
	Budget over expenditure on personnel that occurred in 1997/98
	Rejected by Parliament.

	g.
	Rm 40,292
	Budget over expenditure on peace support operations that occurred in 2003/04
	Not approved by Parliament yet.  (See Appendix B for the detailed motivation and explanation of the expenditure).


3. The reason for paragraph numbers 2.a-e above not disclosed as “Amounts approved by Parliament” in the financial statements is because the refunding from the National Treasury is still awaited.

4. 
The amount recognized in the financial statements as “Unauthorised expenditure awaiting authorization” consist of the following:




	Serial
	Amount
	Description
	Current Status

	a.
	Rm 15,110
	Expenditure on military museums
	New Defence Act allows for this expenditure.

	b.
	Rm  5,498
	Expenditure on the hire of photocopiers contract that occurred in various years awaiting the results of a court case
	This case was presented in Court – a nolle prosequi was granted.

	c.
	Rm  0,017
	Expenditure on the repair of furniture that occurred in 1999/2000
	This case was finalized by the Military Police and submitted for prosecution – the Director Public Prosecutions subsequently declined to prosecute due to a lack of evidence.


5. 
SCOPA indicated that the unauthorised expenditure on the military museums would be approved with the passage of the new Defence Act of 2002.  The Defence Act has been promulgated and the department is requesting that SCOPA recommends this expenditure for approval by Parliament.

6. Both the cases in par 4.b & c above have been finalized and SCOPA is requested to recommend the approval of these cases to Parliament.




APPENDIX A TO ENCLOSURE 1
	STATUS OF DOD UNAUTHORISED EXPENDITURE PER FINANCIAL YEAR

	FINANCIAL YEAR
	APPROVED BY PARLIAMENT
	NOT YET APPROVED BY PARLIAMENT
	REJECTED BY PARLIAMENT
	INCIDENT
	SCOPA RECOMMENDATION

	1996/1997
	R2,083,837.55
	 
	 
	Contravention of STB Regulations
	Parliament Approved - Government Gazette 29764 dated 31 March 2007

	1997/1998
	 
	 
	R427,411,111.87
	Budget Over expenditure
	Not included in schedule for Finance Act – Not approved in SCOPA Resolution Report 113, 2003 

	
	R814,618.52
	 
	 
	Contravention of STB Regulations
	Parliament Approved - Government Gazette 29764 dated 31 March 2007

	1998/1999
	R586,333.80
	 
	 
	Contravention of STB Regulations
	Parliament Approved - Government Gazette 29764 dated 31 March 2007

	
	 
	R7,475,276.05
	 
	Military Museums
	Parliamentary Approval Deferred until Passage of Legislation

	
	 
	R1,700,893.13
	 
	Contract for Hire of Photocopiers
	Nolle Prosequi by the Court

	1999/2000
	R3,893,825.13
	 
	 
	Contravention of STB Regulations
	Parliament Approved - Government Gazette 29764 dated 31 March 2007

	
	 
	R2,376,437.00
	 
	Military Museums
	Parliamentary Approval Deferred until Passage of Legislation

	
	 
	R16,980.00
	 
	Repair of Furniture
	Case was investigated and submitted  - Directorate Public Prosecutions decided not to pursue the case any further

	
	 
	R1,765,920.44
	 
	Contract for Hire of Photocopiers
	Nolle Prosequi by the Court

	2000/2001
	R116,619.80
	 
	 
	Contravention of STB Regulations
	Parliament Approved - Government Gazette 29764 dated 31 March 2007

	
	 
	R1,534,659.00
	 
	Military Museums
	Parliamentary Approval Deferred until Passage of Legislation

	
	 
	R2,031,420.71
	 
	Contract for Hire of Photocopiers
	Nolle Prosequi by the Court

	2001/2002
	 
	R1,464,766.00
	 
	Military Museums
	Parliamentary Approval Deferred until Passage of Legislation

	2002/2003
	 
	R2,099,000.00
	 
	Military Museums
	Parliamentary Approval Deferred until Passage of Legislation

	2003/2004
	 
	R160,000.00
	 
	Military Museums
	Parliamentary Approval Deferred until Passage of Legislation

	
	 
	 
	R40,292,419.92
	Budget Over expenditure - Peace Support Operations not adequately funded via the Adjustment Budget
	Not included in schedule for Finance Act – No SCOPA Resolution Report submitted yet.

	TOTAL
	R7,495,234.80
	R20,625,352.33
	R467,703,531.79
	 
	

	Note 1:  Expenditure on Military Museums – Legislation was passed, refer to Defence Act, 2002 – SCOPA to recommend amount of Rm 15,110 138 to Parliament

	Note 2:  The two cases of Budget Over Expenditure were not approved by Parliament (R467 703 531.79) 


APPENDIX B TO

ENCLOSURE 1

EXPLANATION OF BUDGET OVER EXPENDITURE ON PEACE SUPPORT OPERATIONS (PSO) IN 2003/2004

1. During the 2003/2004 financial year the Defence Vote was over-spent by 
Rm 40,292.  This over-expenditure was due to an inadequate allocation in the Adjustment Estimate for the deployment of the SANDF in the Peace Support Initiatives in Africa as ordered by the President, directed by the Minister and approved by Cabinet.  The Treasury Committee was informed accordingly in November 2003.

2. An additional amount of Rm 803,350 was requested during the Adjustment Budget in 2003 but the National Treasury Committee approved only Rm 500,0.  The netto shortfall was limited to Rm 40,292 by reprioritising planned expenditure within the DOD.  The detail figures for Peace Support Operations (PSOs) are depicted below:

	INCOME
	EXPENDITURE

	Voted for PSO
	Rm 246,200
	DOD Payments during PSOs
	Rm 808,170

	Plus-Adjustment Budget
	Rm 506,453
	Minus – Virement/Savings
	Rm   15,225

	Roll Over
	Rm     6,453
	Virement
	Rm   13,811

	Unforeseen/Unavoidable
	Rm 500,000
	Other Savings
	Rm     1,414

	TOTAL INCOME
	Rm 752,653
	TOTAL EXPENDITURE
	Rm 792,945

	Shortfall
	Rm   40,292
	
	


3. This amount (Rm 40,292) was not included in the Schedule for Finance Act 2006 (See Government Gazette 29764 dated 31 March 2007) due to the absence of a SCOPA Resolutions Report.

4. It is hereby requested that SCOPA recommends this amount for approval by Parliament to enable the DOD to remove this amount from its debtors account.
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