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4 October 2011

ANNUAL REPORT OF THE SAPS 2010/11:
SUMMARY AND ANALYSIS OF THE FINANCIAL STATEMENTS AND NOTES FOR 2010/11

1.
INTRODUCTION

The Department of Police received an adjusted appropriation of R53 529 740 billion for 2010/11. Additional revenue collected was R287. 737 million (which was less than the R347. 572 million collected in 2009/10) and Aid assistance was received to the amount of R7.516 million. The total revenue for 2010/11 was thus R53 824 993 billion compared to R47 974 694 billion in 2009/10.

Expenditure for 2010/11 can be divided into Current expenditure of R49 737 791 billion, Transfers and subsidies of R500.296 million and Expenditure for capital assets of R3 293 287 billion. The Department spent its entire budget recording only a small surplus of R40 thousand on Voted funds which must be surrendered to the Revenue Fund. However, the total surplus (including Departmental revenue of R287. 737 million) and unspent funds from Aid assistance (R2. 996 million) came to R290. 743 million. 

2.
SPECIFIC ISSUES

Scrutiny of the Financial Statements and the Notes reveals the following:

2.1.
Appropriation Statement

	
	Voted funds
	Adjusted Appropriation 
	Virement
	Final appropriation
	Expenditure

	Administration
	18 167 072
	18 066 960
	(194 993)
	17 871 967
	17 871 936 

	Visible policing
	20 702 464
	21 500 927
	201 700
	21 702 627
	21 702 627

	Detective Services
	8 757 701
	8 850 257
	17 866
	8 868 123
	8 868 123

	Crime Intelligence
	1 886 902
	1 947 635
	
	1 947 635
	1 947 626

	Protection and Security Services
	3 042 301
	3 163 961
	(24 573)
	3 139 388
	3 139 388

	Total
	52 556 440
	53 529 740
	
	53 529 740
	53 529 700


The Appropriation Statement illustrates the above, namely that of the total adjusted appropriation of R53 529 740 billion, R53 529 700 billion was spent (leaving a small surplus of R40 000). 

While expenditure per Programme was 100% the following issues of interest can be noted:

· Funds were moved from one Programme to another in the 4th quarter (virement) to ensure the 100% expenditure of funds. Once again, it can be noted that the adjusted estimates period provides an opportunity for the Department to shift funds (within Programmes) or to proceed with virement (move funds between Programmes), and the reasons for this movement of funds is recorded in the Adjusted Estimates of National Expenditure, thus ensuring a high level of transparency and accountability. However, when funds are moved during the 4th quarter, the same high level of transparency is not required. While the Report of the Accounting Officer provides some indication of reasons for the virement, and while National Treasury may be aware of and have approved this virement, this particular report does not provide detailed reasons for virement and thus the same level of transparency is not afforded to Parliament and the public. The issue is not that these virement are not in line with legislation but rather that the level of transparency is reduced. 

· While virement (shifting of funds between Programmes) occurred, it can be noted that no funds were shifted within Programmes in the 4th quarter. 

In terms of virement per Programme the following reflects the areas within Programmes in which the largest virement occurred:

· Administration (under- R194.9 million): Expenditure on Current payments (salaries/goods and services etc.) was R752.8 million less that the adjusted appropriation, while expenditure on Capital assets (equipment, buildings etc.) was R477.8 million more than the adjusted appropriation. In terms of the R752.8 million reduction in Current payments, the highest reduction was to Goods and services (-R457.5 million). The highest addition to Capital assets was for Machinery and equipment (R421.6 million). Most of this movement occurred in the biggest sub-programme- Corporate Services. Reason: Related to later Polmed payment and redirection of money allocated to Eastern Cape Tetra system to other programmes.

· Visible policing (over- R201.7 million): In contrast, expenditure on Current payments for Visible Policing was R329.4 million more than the adjusted appropriation, and expenditure on Capital assets was R114.9 million less than the adjusted appropriation. In terms of Current payments, Compensation of employees increased by R215.6 million and Goods and services by R113.7 million. The decrease in Capital assets was for Machinery and equipment.  The main decreases occurred in the Crime prevention sub programme in which Current payments increased (by R261.2 million) but payment for Capital assets decreased by R163.8 million. Allocation and spending in sub programme- Specialised Interventions increased in all economic classification areas. Reason: Anticipated overrun of Compensation of employees budget (Crime Prevention) and over commitment to Borderline Security sub programme. Overruns came from Programme 1.

· Detective Services (over- R17.8 million): The expenditure for Current payments for the Detective Service programme was R205.3 million less than the adjusted estimates and the Capital assets expenditure was R230.0 million more. In terms of Current payments the main reduction occurred in three Sub programmes i.e. Criminal Records Centre, Forensic Science Laboratory and Specialised Investigations. These were reductions in Goods and services (and not Compensation of employees). Machinery and equipment increases were also most apparent in those three sub programmes. Reason: Overrun of budget for compensation of employees- Crime Investigations. Overrun in capital spending was due to capital purchases in the FSL/CRC environment (initially made under Goods and services).
 

Similarly, in terms of virement, per Economic classification:

· The final appropriation and expenditure on Current payments was R595. 935 million less than the Adjusted Appropriation. The highest decrease was not in Compensation of employees but rather in Goods and services which decreased by R595.2 million. 

· The final appropriation and expenditure on Capital assets was R534. 039 million more than the Adjusted Appropriation. The highest increase was in Machinery and equipment, which increased by R467.5 million.

Questions:

· Can the Annual Report in future clearly outline detailed reasons for the virement made during the 4th quarter in order to provide an increases level of transparency. Can it be described if this virement was or was not approved by National Treasury?

· It should be noted that the Committee has raised the issue in the 2010 BRRR; that while the Department clearly does not exceed the 8% virement ceiling, the fact that it has such a huge budget, means that even when small percentage amounts are shifted between programmes, these actually reflect very large amounts of money. In this case for example, R752.8 million which is not a small amount of money was shifted out of payment of salaries and goods and services (Current payments) in the Administration programme, but no detailed explanation is given as to why this occurred. 

· Can the Department explain the reasons for the virement made in the 4th quarter in the Administration (specifically Corporate Services sub-programme), Visible Policing and Detective Services programmes (especially the reduction in Goods and services and the increase in Machinery and equipment in the Criminal Record Centre, Forensic Science Laboratory and Specialised Investigations sub-programmes)?

· Similarly can the Department explain the reasons for the virement made in terms of Economic classification? Provide reasons for the more than R500 million decrease in Goods and services and the concomitant R467 million increase in Machinery and equipment?

· Explain what exactly the earmarked funds for the Integrated Justice System and Criminal Justice System Revamp were spent on eventually? They were presumably earmarked for expenditure on certain systems etc. Were they spent in line with the original intention of these funds?

2.2.
Revenue

The total Departmental revenue received in 2010/11 (R287.7 million) was less than the revenue received in 2009/10 (R347.6 million). Of note, in line with the interest of the Committee, is the fact that Sales of capital assets, specifically Machinery and equipment resulted in only R1. 135 million in 2010/11 which is lower than the small amount of R4. 879 million received in 2009/10. This is money that is received as cash on transport items (vehicles) that were disposed of during the financial year. 

Questions

· Explain the lower revenue received for disposed vehicles during 2010/11 in comparison to the previous year? While it is clear that the cost of the vehicles written off during 2010/11 was less than those written off during 2009/10, the cash received was proportionally even less than in the previous year. Can this be explained in the light of assurances given to recoup more rather than less funds? Page 7 of the Report states that ‘the negative deviation of 3.9% is due to fewer vehicles that were boarded than expected’.  
· Explain the Table on page 6 of the Report which highlights expenditure deviations from targets. Where were these targets listed/established? They certainly do not appear in the 2010/11 Annual Performance Plan which does not stipulate any targets for expenditure with the exception of an ideal ratio for compensation versus operational expenditure.

2.3.
Donor funds/Aid assistance

The financial statements illustrate that R4. 199 million was spent on Current expenditure from Aid assistance in 2010/11 in comparison to the much higher expenditure of R13.1 million in the previous financial year. An additional small amount of R351 thousand was spent on Capital assets (in comparison to R1.6 million spent in 2009/10).

Foreign funding:

A total amount of R7.516 million was received in the form of foreign donor funds/aid assistance. Total expenditure of foreign funds was R4. 239 million and of this amount, R351 thousand was used for Capital assets, specifically for Machinery and equipment (See Note 8.1). A total of R996 thousand was surrendered to the RDP from the 2010/11 funds received. 

Annexure 4 provides a statement of local and foreign aid assistance for the year, and in this Annexure it states that a total of R1. 038 million was actually surrendered in 2010/11.  This includes an additional amount of R42 thousand that was already in the opening balance from a previous year/s for United Kingdom DRC projects. The other projects concerned (where funds were surrendered) included Norwegian funding for DRC projects (an amount of R251 thousand), and Enhlangano Project France funding for Training support (an amount of R745 thousand). It is not explained why these funds were not spent and needed to be surrendered.

The largest amount of foreign funds received for 2010/11 was a total amount of R6. 520 million which was received from Norway (Sudan) for training support. R3.8 million of this revenue was spent. 

Local funds:

In terms of local funds, the SAPS had an amount of R7. 021 million of Criminal Assets Recovery Account (CARA)
 funds in its account during 2010/11 of which only R311 thousand was spent (on current expenditure) leaving a balance of CARA funds of R6. 710 million. In contrast, in 2009/10 it had spent R6. 540 million of CARA funds. It had also received CARA funds during that year, but had not received any new funds in 2010/11.

Questions

· It seems as if there may be a problem with the spending of donor funds- both local and foreign. Out of the total funds available (not received) for 2010/11 only R4.5 million was spent of which the vast majority was spent on a project for sustainable policing in Sudan. A tiny proportion of local funds (of which R7 million was available) was spent. Is there a problem with spending donor funds? 

· Why was R1. 038 million of foreign donor funds not spent, and surrendered? What is the RDP fund? 

· Why was only half of the Norway money for sustainable policing in Sudan spent? 

· Were CARA funds given to the police for a specific purpose? Do they need to be used for a specific purpose? Why were only R311 thousand of the available R7. 021 million of CARA funds spent? 

· It can be noted that in a presentation to the Select Committee on Security and Constitutional Development early in 2011 it was stated that a key priority for utilisation of CARA funds by the SAPS would be for the establishment of Victim Friendly Rooms. Was money allocated from CARA in 2011 for this purpose? If so, how much. Will the current funds (R6 million) be used for this purpose?

· According to the Report of the Accounting Officer an agreement has been signed with France (in March 2009) for building capacity to fight against Transnational Organised crime and Terrorism, to the value of 1.2 million Euros. Has this project commenced and has funding being made available to date?

· The Report of the Accounting Officer also mentions a project funded by the Belgium government with regard to improving strategic management in the SAPS. No mention of this funding is included in the Annexure 4 which deals with expenditure for 2010/11. Why?

2.4.
Current expenditure

2.4.1.
Compensation of Employees

Expenditure for Compensation of Employees increased from R33.7 billion in 2009/10 to R38.4 billion in 2010/11.

Note 4.1 illustrates that a total of R9. 8 million was paid out in performance rewards for 2010/11 in comparison to R191. 210 million paid out in 2010/11. This is a huge decrease of 94.8 per cent. Page 211 of the Annual Report explains this decrease in payments for Performance rewards. It states that rewards were only paid to members of the Civilian Secretariat of Police during 2010/11 for services rendered in 2009/10. The Report notes that ‘due to spending pressure experienced in the compensation environment, essentially for the payment of allowances to members with the hosting of 2010 Soccer World Cup, the Department decided to reprioritise the amount initially reserved for the payment of performance rewards, thus supplementing the provision made for expenses for hosting the Soccer World Cup’.  

In contrast, all other wages/allowances increased including:

· Service Based- to R53.1 million from R39.5 million (additional R14 million)

· Compensative/circumstantial- to R989.6 million from R664.5 million (additional R325 million)

· Other non-pensionable allowances- to R4.6 billion from R3.8 billion (additional R800 million)

Medical aid expenditure increased from R3.9 billion in 2009/10 to R4.2 billion in 2010/11.

Questions

· How many police members were actively involved in the Soccer World Cup and received allowances? Members who were not involved and had performed well in the previous financial year (2009/10) may have lost out in this process. Can the Department provide some information about this? 

· The Minister in his response to questions from Members on the expenditure for the Soccer World Cup had provided the following information during 2010
:

· Non-pensionable allowances of R700 per day was paid to members irrespective of number of hours of overtime worked, but limited to not more than 18 hours a day.

· Total amounts paid to Members (including overtime allowance, travels an subsistence and Sunday and public Holiday remuneration was R642 275 325 million.

· Amounts paid to reservists totalled R22 799 696 million. Reservists were ‘paid from the annual allocated reservist budget’.

· What was the budget for reservists for 2010/11 and the total expenditure?

2.4.2.
Goods and services

Expenditure on Goods and services increased from R10.6 billion in 2009/10 to R11.3 billion in 2010/11.

Note 5 on page 164 provides some details. The following can be noted:

· Consultants, contractors and agency/outsourced: Expenditure decreased from R1.44 billion in 2009/10 to R1.38 billion in 2010/11.

Note 5.3 shows that decreases in expenditure for these services were apparent in:

· Infrastructure and planning (which decreased from R5.3 million in 2009/10 to R883 thousand in 2010/11).

· Agency and support outsourced services (which decreased from R516.4 million in 2009/10 to R430.1 million in 2010/11)

It is clear that the expenditure for Infrastructure and planning consultants in the building services sector is at last decreasing in line with concerns raised by the Committee and commitments made by the Department to ensure that permanent posts were filled. The Committee had also previously raised concerns that consultants are used for policy making and other services for which the Department should have in-house capacity. 

However, increases occurred in:

· Business and advisory services (increased from R12.4 million in 2009/10 to R16.8 million in 2010/11)

· Laboratory services (increased from R137 thousand in 2009/10 to R970 thousand in 2010/11)

· Legal costs (increased from R89.6 million in 2009/10 to R109.4 million in 2010/11)

· Contractors (increased from R816.6 million in 2009/10 to R819.5 million in 2010/11)

· Computer services: Expenditure increased from R1.987 billion in 2009/10 to R2.051 billion in 2010/11.

Note 5.2 reflects that expenditure to SITA decreased in 2010/11 from R1.56 billion in 2009/10 to R1.49 billion in 2010/11. However, expenditure on External computer service providers increased from R424.4 million in 2009/10 to R563.1 million in 2010/11. It can also be noted that a total of R80.0 million was spent on Computer software in 2010/11, which is a decrease from the R92.0 million that was spent in the previous year. It can also be noted (Note 29) in that in terms of Capital assets R145.7 million was spent on Computer equipment in 2010/11 in comparison with R159.8 million that was spent on computer equipment in 2009/10. Less money seems therefore to have been spent on Computer equipment and software in 2010/11 in comparison to the previous year.

· Operating leases and owned and leasehold property expenditure: Expenditure on Operating leases increased from R1.5 billion in 2009/10 to R1.7 billion in 2010/11. Expenditure on Owned and leasehold property expenditure increased from R807.3 million in 2009/10 to R947.3 million in 2010/11.

In terms of Owned and leasehold property expenditure quite substantial increases can be noted in expenditure for Cleaning services as well as Safeguarding and security. The Department spent R182.8 million in 2010/11 for cleaning services for both its owned and leased property (in comparison to R157.1 million in 2009/10). In addition, expenditure on Safeguarding and security (private security companies) increased from R160.9 million in 2009/10 to R199.9 million in 2010/11.

· Other operating expenditure: Other operating expenditure increased from R417.5 million in 2009/10 to R443.5 million in 2010/11.

It can be noted that this line item includes expenditure on Informer fees (Note 5.8). In 2010/11 payment for informers decreased in comparison to the previous year. In 2010/11, a total of R35.4 million was paid in informer fees in contrast to the R39.2 million that was paid in 2009/10. 

Questions:

· Explain the decreases and increases in Consultants, contractors and agency/outsourced? 

· Explain the relatively high increases in Cleaning services and Safeguarding and security expenditure for 2010/11 in comparison with the previous year?

· In a recent question to the Minister, the Minister stated that the SAPS will now be employing cleaning staff on a full-time basis and the estimated costs will be R218.5 million (as compared to R182.8 million in 2010/11). In addition he stated that the cost of employing them full time versus outsourcing is more or less the same. What then is the benefit of employing cleaning staff full time?

· Explain the decrease in SITA payments for 2010/11 and the concomitant increase in payments to External computer service providers?

· Explain the decrease in payments for informers during 2010/11. The Portfolio Committee has noted in its visits to stations that many detectives do not have productive informer networks and little idea on how to foster these. It may also be possible that decreased expenditure in informer fees marks an increasing level of mistrust of the police by the communities in which they work. How does the Department explain this decrease?

· Is it true that expenditure on computer equipment and software decreased in 2010/11 in comparison to 2009/10? If so, can the reasons for this be explained? This is raised in the light of continuing experiences of shortages in computer equipment, particularly for detectives by the Committee in its station visits.

2.5.
Spending on capital assets

Note 8 illustrates that expenditure for capital assets totalled R3 293 287 billion for 2010/11 (increasing from R2 800 331 billion in 2009/10) and was divided into:

· Buildings and other fixed structures: R1 182 141 billion (increasing from R1 071 712 billion in 2009/10 and R991.150 million in 2008/09). 

· Machinery and equipment: R2 110 241 billion (increasing from R1 726 766 billion in 2009/10  and R1 616 023 billion in 2008/09). R351 thousand  of this total expenditure came from Aid assistance. 

· Biological assets: R905 thousand (decreasing from R1.853 million in 2009/10  and R1.996 million in 2008/09). 

Questions: 

· Explain the Aid assistance of R351 thousand for Machinery and equipment for 2010/11 which came from France and was to be used for training support?  What was this money spent on?

· Explain Biological assets and the 51.2 % decrease in expenditure for biological assets in 2010/11 in comparison to the previous year?

Movable Assets (Machinery and equipment/ and Biological assets) acquired during 2010/11:

Note 29 illustrates that the total value of additions to the Asset Register for Machinery and Equipment is further subdivided into:

· Transport assets: R 1 432 097 billion was spent on transport assets (vehicles) in 2010/11 (increasing from R1 035 695 billion in 2009/10).

· Computer equipment: R145. 662 million was spent on computer equipment in 2010/11 (decreasing from R159.819 million in 2009/10).

· Furniture and office equipment: R22. 473 million was spent on office equipment/furniture in 2010/11 (decreasing from R30.494 million in 2009/10).

· Other machinery and equipment: R174. 522 million was spent on other machinery and equipment in 2010/11 (decreasing from R194.920 million in 2009/10).

Movable Assets disposed of during 2010/11:

Note 6.6 provide details of assets written off during 2010/11. Assets to the value of R542. 550 million were written off in 2010/11 (decreasing from R704.689 million in 2009/10 and R555.080 million in 2008/09).  

The majority of these written off assets were Transport assets –vehicles. The total value of vehicles written off was R463. 342 million (decreasing from R647.787 million in 2009/10  and R463.420 million in 2008/09). The Disclosure Note 29.2 describes that of these total Transport Assets, the cash received was only R1.135 million. Note that in terms of total cash received as a result of sales of capital assets, the amount was R1.141 million as this includes an additional R6 thousand for the sale of biological assets.

In addition, Computer equipment to the value of R24.4 million, furniture and office equipment to the value of R2.1 million and other machinery and equipment to the value of R51 million was transferred out of the Department, destroyed or scrapped. No cash was received for any of these items.

The Department has acknowledged in its discussion with the Committee that it is looking at ways of recouping additional funds from disposed assets but clearly this has not occurred to date. 

Questions:

· What progress has been made in measures to recoup funds for disposed items?

· While it is clear that the cost of the vehicles written off during 2010/11 was less than those written off during 2009/10, the cash received was proportionally even less than in the previous year. Can this be explained in the light of assurances given to recoup more rather than less funds? Page 7 of the Report states that ‘the negative deviation of 3.9% is due to fewer vehicles that were boarded than expected’.  

Immovable assets (Buildings and other fixed structures)

According to Note 6.6 immovable assets to the amount of R773 thousand were written off of in 2010/11 (in comparison to R1.0 million in 2009/10). 

Total expenditure was R1 182 141 billion in comparison to R1 071 712 billion in 2009/10. It can be noted that the Appropriation Statement on page 138 makes it clear that an amount of R63 940 million was moved to Buildings and other fixed structures in the form of virement in the 4th quarter thus increasing the adjusted appropriation of R 1 118 201 billion to R1 182 141 billion. 

The total ring-fenced amount for expenditure on the construction and upgrading of police stations was R878 492 million. The actual expenditure by end December 2010 was R912 million (which was already 103.9 per cent of the earmarked amount).

A total of 19 out of 33 police facilities were reported as completed in the 2010/11 financial year. The Report provides reasons for non-completion of the other 14 facilities.

Questions:

· Can Disclosure Note 30.1 be explained?

· Treasury noted with concern in the 3rd quarter report of 2010 that there was already over-expenditure in the construction and upgrading of police station projects and there was an anticipated R162.5 million overspending at the end of March 2011 attributable to ‘the prolonged procurement process resulting in the escalation of construction costs due to price changes in the market. It has been noted that construction costs of police stations are costly and delivery is slow, especially where the SAPS is responsible for these projects’.
 Describe delays that have occurred in the capital construction and renovation projects and the financial costs that these incurred?

· The ring-fenced amounts for Construction and upgrading of police facilities was already exceeded by end December 2010. The adjusted appropriation was increased by R66.9 million. Yet only 19 of the 33 projects targeted for completion were actually completed. This means that the running costs of the remaining projects continue. Surely the 33 projects should have been completed within the budget, and the fact that they were not means that the budget has been totally exceeded?
· Provide total expenditure costs for the 19 facilities completed in 2010/11.
· Provide costs to date of the remaining 14 facilities/or total completion costs if they have already been completed in 2011/12.
2.6.
Irregular expenditure

National Treasury Practice Note No. 4

In summary Section 1 of the Public Finance Management Act, 1999 states that Irregular expenditure is expenditure other than unauthorised expenditure, incurred in contravention of or that is not in accordance with a requirement of any applicable legislation including the PFMA, the State Tender Board Act/Regulations and any provincial legislation providing for procurement procedures. Practice Note No. 4 of 2008/09 states that the Accounting Officer must forward submissions to National Treasury to request condonation for non-compliance with regard to any of these Acts. This should contain a detailed motivation as to why the irregular expenditure should be considered for condonation and steps taken to avoid a reoccurrence of this type of irregular expenditure. Condonation from National Treasury should only be requested ‘where good reasons exist for condonation’. If the expenditure is not condoned by National Treasury, ‘immediate steps must be taken to recover the irregular expenditure from the responsible employee, if he/she is liable in law’. 

National Treasury or the ‘relevant authority’ may condone the expenditure. Who may condone, depends on the type of Irregular expenditure. Thus irregular expenditure that is incurred as a result of ‘non-compliance with a Treasury Regulation where prior written approval was required from a relevant treasury’ or ‘with a Treasury Regulation which required cognisance to be take(n) of a National Treasury determination’ must be condoned by National Treasury. However, irregular expenditure incurred as a result of procurement for goods and services other than though competitive bids and where reason for deviating for inviting competitive bids have not been recorded and approved by the Accounting Officer or in term of non-compliance with an institution’s delegations of authority, can be condoned by the Accounting Officer.

Disclosure Note 25 provides details on Irregular expenditure. Irregular expenditure for 2010/11 totalled R76. 152 million (in comparison to R2. 523 million for 2009/10. This is a huge increase in Irregular expenditure of 2,918.3 per cent. While most of this Irregular expenditure has been condoned (according to the Report by the ‘Accounting Officer/ BAC’ (Bid Adjudication Committee)) it is a concern that the amount is so high. A total of R5. 618 million of this R76.0 million has not yet been condoned, in addition to a total of R1. 258 million from previous years.

Areas in which the highest amounts of Irregular expenditure occurred were:

· Accommodation and meals- R45. 209 million (11 disciplinary cases)- R45.213 million condoned

· Transport- R12. 629 million (2 disciplinary cases)- condoned

· Contractors- Artists and performers – R11. 950 million (6 cases)- condoned

· Catering- R9. 272 million (3 cases); Total amount R9 312- condoned

· Communication- R3. 769 million (3 cases)- condoned

· Inventory- R3. 469 million (2 cases)- condoned

· Advertising-R3. 461 million (2 cases)- condoned

· Renovation (Buildings)- R554 thousand (4 cases): Total amount R 6. 270 million.- only R652 thousand condoned.

As noted, in most of these instances the Accounting Officer/BAC had condoned the expenditure. A total of R6.876 million worth of Irregular expenditure is under investigation. By far the highest amount (R5. 618 million) of this amount which is under investigation falls under Renovations (Buildings). 

Questions:

· Explain the huge increase in Irregular expenditure for 2010/11. What are the reasons for this high amount of Irregular expenditure?

· What are the flaws with the control processes that allowed this to occur?  How have these been addressed?

· The Report states that certain amounts have been condoned. Can the Auditor General and the SAPS explain whether these were condoned by the National Commissioner (as the Accounting Officer) and the BAC or whether they were condoned by National Treasury?

· On what basis were the extremely high amounts highlighted above condoned by the Accounting Officer/BAC. Did they apply to a specific event? 

· Why is the high increase in Irregular expenditure not highlighted by the Auditor General?

· Explain Irregular expenditure in the Renovation (Building) category? Why are there so few disciplinary cases in this category?  

· What is the status of the investigations around irregular spending in Renovation (Buildings)?

· According to National Treasury the condoned expenditure as reported is condoned by the National Commissioner and the Bid Adjudication Committee within SAPS. Some of it may have been sent to Treasury but the Report does not make this clear. 

· What was the outcome of the disciplinary processes? Were any funds recovered from the employees? How much of irregular expenditure was recovered and how much ‘written off’?

2.7.
Fruitless and wasteful expenditure

An amount of R771 thousand was incurred as Fruitless and wasteful expenditure in 2010/11 (in comparison to R647 thousand in 2009/10). A total of R2. 757 million is still awaiting condonation (including amounts from previous years). In none of the highlighted incidents were disciplinary steps taken. Highest amounts occurred in:

· Accommodation- R324 thousand

· Incorrect payments- R225 thousand

· Licence fees- R216 thousand

Questions 

· Explain each instance of Fruitless and wasteful expenditure. Why were no disciplinary action taken in any of these cases?

· Explain the R216 thousand in licence fees? The Committee has noted that the SAPS vehicles in some of the stations are not renewing the car licence discs timeously and are in fact driving vehicles with lapsed licences. Is this related to this problem? What steps have been taken to address this?

2.8.
Contingent liabilities

It is noted that the Sanlam Middestad building lease (to the value of R611. 692 million) has been included as a contingent liability. 

Questions:

· Explain what the inclusion of the Sanlam Middestad lease as a contingent liability entails? Will the SAPS be liable for paying this R600 million if the case is lost by the Department of Public Works?

2.8.1.
Claims against the Department by private parties

Annexure 5 provides details of claims against the Department by private parties. The total amount of accumulated claims by private parties included as contingent liabilities for 2010/11 were to the value of R11 044 698 billion (increasing by 47.5 per cen from R7 486 819 billion in accumulated claims in 2009/10). These are accumulated claims over the years.

 Liabilities totally R3 692 193 billion were incurred during the 2010/11 financial year (increasing from liabilities of R2 522 463 billion incurred during 2009/10). This is an increase of 46%. A total of R85.6 million was paid in claims during 2010/11 (increasing from R79 million that was paid in 2009/10) and claims to the amount of R660.6 million were cancelled/reduced (compared to claims to the value of R2.8 billion which were cancelled/reduced in 2009/10). 

The overwhelming majority of claims were for Police actions (R2 666 245 billion worth of new claims during 2010/11 and total claims in this area of R 5 655 552 billion). The second highest area in which private parties are claiming against the Department is for Shooting incidents (R439.0 million incurred during 2010/11, which is lower than the  total claims of R526.5 million in 2009/10). 

It is apparent that the number of claims against the Department are increasing but of more concern is the fact that accumulated claims are increasing even faster. The fact that so few claims were settled/reduced during 2010/11 is a concern (R660.6 million in 2010/11 compared to R2.8 billion in 2009/10).

Questions:

· It is noted that during 2010/11 the actual amounts paid from claims was R85.6 million out of claims totalling over R660.6 million. In the previous year less was paid out (R79 million) out of claims totalling over R2.8 billion (a much higher amount). This has resulted in increasing contingent liabilities for the Department in 2010/11. Can this be explained to the Committee? Why was such a low amount of claims dealt with in 2010/11? What are the risks to the Department?

· Clearly a relatively small amount of actual amounts claimed are paid out. Are claimants over stating their claims unrealistically, are the claims unmotivated/unsubstantiated, or does the Department have better legal services? 

· Explain the Police actions category for claims? What types of actions are included in this, by far the largest category for which claims are made?

· What were the legal costs for litigation during 2010/11? (Beeld Report stated R223 million). 

· In a response to a question submitted by Parliament, the Minister stated that a new Litigation and Administration Unit has been established as ‘part of a turnaround strategy relating to the legal affairs of the Department’.
 How will this Unit save costs in litigation? To date, what is the expenditure in litigation services of this new Unit both in terms of claims paid out and costs of the litigation itself? How long does it take to process a claim on average in 2011 compared to 2010? Is this Unit succeeding in reducing the backlog in claims that need to be finalised?

2.9.
Receivables

Note 11 shows that claims recoverable for 2010/11 amount to R117. 914 million (in comparison to R31. 922 million in 2009/10). Of these claims the vast majority- R103. 989 million – are recoverable from other national departments. Annexure 2 identifies the responsible departments. Highest claims recoverable are from:

· Department of Minerals and Energy- R82. 693 million (R349 thousand in 2009/10)

· Department of Foreign Affairs- R9. 670 million (R9. 028 million for 2009/10)

· Department of Health – R4.411 million (R4.010 million for 2009/10)

· Department of Public Works- R1. 647 million (R1. 662 million for 2009/10)

Questions

· Explain the large amount of funds recoverable from the Department of Minerals and Energy of R82.7 million for 2010/11?
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� Report of Accounting Officer page 121


� Report of Accounting Officer page 122


� Report of Accounting Officer page 122


� The CARA is a separate account within the National Revenue Fund into which monies and property are deposited, following a judicial forfeiture or confiscation order. The funds are managed in an office of the CFO in the Department of Justice and Constitutional Development. A Committee may make recommendations to Cabinet regarding this money which may be allocated to specific law enforcement agencies and/or institutions/organisations or a fund established to render assistance to victims of crime. Section 69A of the Prevention of Organised Crime Act states that whenever Cabinet allocates such funds the Minister (of Justice) shall cause all particulars of such allocation to be tabled in Parliament. 


� Questions 171, 2962 and 3115 of 2010


� National Treasury (December 2010) Budget and Expenditure Status Report for the Department of Police


� Question 743 of 2011
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