The Budgetary Review and Recommendation Report of the Portfolio Committee on Mining on the performance of the Department of Mineral Resources for the 2009/10 financial year, dated 21 October 2010.
The Portfolio Committee on Mining, having assessed the performance of the Department of Mineral Resources, reports as follows:

1. Introduction
During May 2009, the President of the Republic of South Africa announced the restructuring of Cabinet and national departments to align the structure and electoral mandate of government with developmental challenges. As a result, the Department of Minerals and Energy (DME) was divided into two Departments, that of Mineral Resources and that of Energy. A government-wide task team was established under the auspices of the Department of Public Service and Administration (DPSA) to oversee the transition. The establishment of the Department of Mineral Resources as a stand alone Department was finalised at the end of the 2009/2010 financial year. This report therefore seeks to analyse, amongst others, the performance and expenditure of the Mineral Resources part of the former DME during the 2009/2010 financial year.

1.1 The Committee

1.1.1
The role of the Committee
In terms of the Constitution of the Republic of South Africa, Portfolio Committees have a mandate to legislate, conduct oversight over the Executive and facilitate public participation. 

The Portfolio Committee on Mining’s mandate is governed by Parliament’s mission and vision, the rules of Parliament and Constitutional obligation. The mission of the Portfolio Committee on Mining is to contribute to the realisation of a developmental state and ensure effective Service Delivery through discharging its responsibility as a Portfolio Committee of Parliament. Its vision includes enhancing and developing the capacity of Committee Members in the exercise of effective oversight over the Executive Authority. One of the Committees core objectives is to oversee, scrutinise and influence the action of the Executive and its agencies. This implies holding the Executive and related entities accountable through oversight of objectives of its programmes, scrutinising its budget and expenditure (annually), and recommending through Parliament actions it should take in order to attain its strategic goals and contribute to service delivery. 
Furthermore, Section 5 of the Money Bills Amendment Procedures and Related Matters Act, No 9 of 2009 (the Act) provides that the National Assembly, through its committees, must annually assess the performance of each national department and these Committees must annually submit Budgetary Review and Recommendations reports for tabling in the National Assembly. These should be submitted to the Minister of Finance and the relevant Ministers.
1.1.2 Process/method followed by the Committee in writing the BRR Report

For the period under review, the Portfolio Committee on Mining, in exercising its oversight role, had interacted with the Department of Mineral Resources and analysed its 2009/10 to 2011/12 strategic plan, the 2009/10 annual report, the 2009/10 Estimates of the National Expenditure and used the Constitution as its basis.
1.2 The Department

The Department of Mineral Resources (DMR) is the primary Government institution that is responsible for formulating and implementing policy on mining. It reports to and advises the Minister of Mineral Resources who, in conjunction with the Cabinet, takes final responsibility for Government policy. The DMR is headed by the Director-General responsible for ensuring the exploration, development, processing, utilisation and management of South Africa’s mineral resources. 
The mandate of the stand alone Department of Mineral Resources is to ensure transformation, economic growth, health, safety and sustainability of the minerals and mining sector. Its vision is to promote investment in the mineral sector and through regulation ensure a healthier, safer and equitably transformed mineral sector by 2014, and also be a leader in the transformation of South Africa through economic growth and sustainable development by 2025. Its mission includes promoting and regulating the Minerals and mining sector for transformation, growth, development and ensures that all South Africans derive sustainable benefit from the country’s mineral wealth. 

The mandate of the former Department of Minerals and Energy was to provide services for effectual transformation and governance of minerals and energy industries for economic growth and development, thereby improving the quality of life. The vision of the Department was to become the world-class minerals and energy sectors through sustainable development, with its mission being to regulate and promote the minerals and energy sectors for the benefit of all.

2.
Department’s Strategic Priorities and Programmes
2.1
Strategic Priorities of the Department
The strategic objectives of the Department of Minerals and Energy (DME) for the period under review comprised the following:

· Promoting and regulating the minerals and energy sector, through ensuring optimal service to all stakeholders by improving turnaround times, providing clear regulatory and policy frameworks and credible and accessible information, building alliances and partnerships, and improving the awareness and reputation of the DME.

· Ensuring effective service delivery through efficient organisational processes-through implementing legislation, consistent monitoring and enforcement guidelines, standardised policies and procedures, service standards and managed service level agreements, as well as understanding and managing customer expectations and providing regular consultation and feedback.

· Promoting and maintaining a learning organisation-by attracting, developing and retaining skills, improving leadership and management capabilities, instilling core institutional values and managing institutional knowledge.

· Ensuring efficient, effective and economic use of financial resources-by aligning strategy with budget, managing budgets and costs, effectively providing State-owned entity oversight and ensuring good corporate governance.

2.2 
Programmes of the Department

The activities of the Department were organized in the following programmes: 

Programme 1: Administration
The purpose of the Administration programme was to enable the Department to deliver on its mandate by providing strategic management and administrative support to the Department of Minerals and Energy and its Ministry.

Programme 2: Promotion of Mine Health and Safety

The purpose of the Promotion of Mine Health and Safety programme was to execute the Department’s statutory mandate to safeguard the health and safety of the mine employees and people affected by mining activities.

The measurable objective of the programme was to reduce mining-related deaths, injuries and ill-health through the formulation of national policy and legislation, the provision of advice and application of systems that monitor, audit and enforce compliance in the mining sector.

Programme 3: Mineral Regulation

The purpose of the Mineral Regulation programme was to regulate the minerals and mining sectors to achieve transformation and sustainable development.

The objective of the programme was to transform the minerals and mining sectors into one that competitively contributed to the sustainable development in the country.

Programme 4: Mineral Policy and Promotion

The purpose of this programme was to formulate mineral-related policies and promote the mining and minerals industry of South Africa, making it attractive to investors.

The measurable objective of the programme was to, through research, provide relevant information to enhance global competitiveness, review policies and formulate legislation to achieve transformation and attract new investment into South Africa’s minerals industry.

Programme 7: Associated Services

The purpose of the Associated Services programme was to provide services in support of the Department’s mandate through funded and non-funded statutory bodies and organisations.

The measurable objectives were to enhance the Department’s objectives through policies and directives, promoting its legislative mandate and leading to the creation of an environment conducive to sustainable development, investment and the improvement of the quality of life of all South Africans.

3.
Analysis of the Department’s Prevailing Strategic and Operational Plans 
Programme 1: Administration
Under this programme, the Department has done the following:
· Successful implementation of the President’s request to split the Department of Minerals and Energy into Department of Mineral Resources (DMR) and Department of Energy (DOE) by:
· Successfully realigning the Organizational Structure in line with the new mandate of the newly established Department.

· Successful matching and placing.

· Developing a Service Level Agreement and agreeing to be the hosting Department for DOE.

· Sharing Support Services.

· Evaluation of Memorandum of Understandings signed with prioritized countries.

· Implementation of the Media and stakeholder engagement plan. 

· Compliance Framework developed, approved and implemented.

· Policies, procedures and guidelines approved.

· Development and implementation of the balance score card implementation plan.

· Completion of the executive leadership development program through Wits.

· Improved security measures.

· Continued addressing of issues of transformation regarding vulnerable groups.

Programme 2: Promotion of Mine Health and Safety

With regard to this programme, the Department has managed to do the following:

· Improved stakeholder relationships by having quarterly meetings in all regions with Unions and also by having quarterly meetings with the Department of Labour, Department of Human Settlements and Director of Public Prosecution.
· Addressed Health and Safety Risks by completing inquiries and investigations as planned with Audits by 83 percent and Inspections by 91 percent.

· Developed Guidelines by reviewing the existing Guidelines (e.g. Underwater Mining; Emergency Preparedness; and Drawpoints, Tipping Points and Orepasses).

· Reviewed and developed internal policies and procedures by establishing Exams Policy, Medical Appeal Procedure; and Inclusion or Non-Inclusion of Fatal accidents in Statistics.
· Developed Human Resources by letting 99 Officials complete a course on Risk Management in Mining and 97 Officials on Health and Safety Training (Legal, Inspection, Audit, Investigation and inquiries).    
Programme 3: Mineral Regulation

Some achievements of the programme include:

· A total of 465 mineral rights were granted to historically disadvantaged South Africans (HDSA) against a target of 27.

· A total of 73 women led companies were licensed against a target of 18.

· The Mineral Regulation Branch conducted a total of 18 workshops with mineral and mining industry stakeholders against a target of 10.

· The Branch achieved 317 Mining Charter compliance inspections against a target of 140.

· It conducted 3 449 environmental management plan inspections against a target of 1 380.

Programme 4: Mineral Policy and Promotion

Achievements for this programme were the following:

· Mining Summit was held with all industry stakeholders.
· Mining Industry Growth Development and Employment Task Team (MIGDETT) intervened to mitigate job losses and saved 60 000 jobs in excess.
· A strategy on sustainable growth and meaningful transformation of mining industry by stakeholders was adopted.
· The state’s exposure to mining industry was evaluated leading to the moratorium on disposal of State owned mining assets.
· A report outlining the mining industry’s progress against the developmental targets agreed at the 2002 United Nations Commission on Sustainable Development (UNCSD) was submitted.
· The Mining Charter Assessment report was completed. 

· The Minister approved the strategy for rehabilitation of derelict and ownerless mines.
4.
Analysis of Expenditure Reports 

4.1
The Overall Departmental Allocations and Expenditures for 2009/10
For the period under review, the Department of Minerals and Energy was allocated an amount of R4.65 billion, which was 1.08 per cent of R429.64 billion which was the main budget. When adjustments are taken into account, the total budget amounted to R4.68 billion. Of the R4.68 billion budget, the Department managed to spend R4.54 billion or 96.9 per cent at the end of the fourth quarter of the 2009/10 financial year. The variance between total budget and actual expenditure amounted to R143.21 million or 3.1 per cent. This is less than the five per cent benchmark of the National Treasury. The expenditure in the fourth quarter per programme was as follows: 

4.1.1
Administration: 
The total budget for the Administration programme amounted to R257.3 million. The programme had spent R252.3 million or 98.1 per cent of this budget at end of the fourth quarter. This means that the programme under spent by R4.963 million or 1.9 per, which is an insignificant amount of under expenditure.

4.1.2
Promotion of Mine Safety and Health: 
Programme 2 had a budget of R138.7 million after adjustments. Of this budget amount, the programme spent about R138.5 million or 99.9 per cent.

4.1.3
Mineral Regulation: 
The total budget for Mineral Regulation programme was R151.1 million in the 2009/10 financial year. The programme spent R147.6 million or 97.6 per cent at the end of the fourth quarter. The reason for the lower than anticipated expenditure related to delays in the signing of contracts with appointed service providers and subsequent payments for projects aimed at rehabilitating ownerless and derelict mines.

4.1.4
Mineral Policy and Promotion: 
Of the R69.3 million total budget allocated for this programme, R73.7 or 106.5 per cent was spent. The reason for the higher than expected expenditure under this programme was due to an increase in compensation of employees as a result of additional staff employed above the limitations of the existing approved structure.

4.1.5
Associated Services

Out of the R3.7 billion total allocated programme budget, R3.5 billion or 96.5 per cent was spent. The reason for the lower than expected expenditure was mainly due to transfers amounting to R82 million that did not take place as anticipated for the Integrated National Electrification Programme (INEP-Non Grid service providers), due to delays in the finalisation of the contracts with commissioned service providers.

Of the R43.1 million allocated for assistance to mines under this programme, R31.1 million or 72.1 per cent was spent. A total of R12 million was not spent due to delays in submission of invoices from beneficiaries of the mining subsidy.

4.2
Expenditure analysis per Economic Classifications

4.2.1
Transfers and Subsidies
A lower than expected spending in the 2009/10 financial year amounting to R143.2 million comprised of the following transfers:

· INEP: Non-grid service providers: Out of the R84 million total allocated programme budget, R1.3 million was spent leading to a lower than expected expenditure amounting to R82.7 million. This was due to delays in the procurement processes of appointing service providers and the signing of contracts thereof.

· INEP municipalities: Out of the R932.95 million total allocated budget for transfers to municipalities, only R899.55 million was transferred as at 31st March 2010, culminating in a lower than expected expenditure of R33.41 million (equivalent to 3.6 per cent). This was due to late submission of requests for funds by municipalities and delays in finalising the service level agreements between municipalities and the Department.

· Assistance to mines: Out of the R43 million total allocated budget, R31.1 million which translates to 72 per cent of the total available budget was spent leaving R12 million not transferred due to delays in submission of invoices from beneficiaries of the mining subsidy.

4.3
The First Quarter Expenditure Report for the 2010/11 Financial Year

In the 2010/11 financial year, the Department of Mineral Resources was allocated a budget of R1.0 billion which is 0.2 per cent of R461 billion which is the main budget. This does not take into account the adjustment. Of the R1.0 billion budget, the Department has managed to spend R249.1 million or 24.2 per cent at the end of the first quarter of the 2010/11 financial year. This is in line with the 25 per cent benchmark which the Department is supposed to spend every quarter. The expenditure in first quarter per programme was as follows: 

4.3.1
Administration: Programme 1 was allocated a total budget of R239.0 million. The programme spent R67.4 million or 28.2 per cent of this budget in the first quarter. This means that the Department has over spent by 3.2 per cent in the first quarter budget. The over expenditure was due to spending on goods and services, which was associated with the payments of the previous financial year that took effect in April and May 2010. The expenditure for this programme was therefore expected to slow down during the second quarter of the financial year.

4.3.2
Promotion of Mine Safety and Health: Programme 2 was allocated a total amount of R145.9 million. Of this budget allocation, the Department spent about R34.6 million or 23.7 per cent. This was below the 25 per cent per quarter benchmark for the programme. This programme spent almost the total budget allocation for the 2009/10 financial year at 99.9 per cent.

4.3.3
Mineral Regulation: Programme 3 was allocated a total amount of R215.9 million in the 2010/11 financial year. The programme only spent about R40.5 million or 18.7 per cent at the end of the first quarter. Slower than expected spending was as a result of spending on goods and services, which stood at 5.3 per cent by the end of the first quarter. This programme managed to spend only 97.6 per cent of its total budget during the 2009/10 financial year.

4.3.4
Mineral Policy and Promotion: Programme 4 was allocated a total budget of R429.2 million in the 2010/11 financial year. The Department managed to spend about R106.7 million or 24.9 per cent. The spending was reported to be 18 per cent below the projections for the quarter and this was due to a technical challenge with the contracts that the Industrial Development Corporation of South Africa (IDC) signed with the SSME and for Assistance to mines where the administrative processes were not yet finalised, therefore the funds could not be transferred. This appears to be a recurring problem since an amount of R12 million reserved for assistance to mines could not be transferred in the last financial year due to administrative problems.

Of the R106.7 million that has been spent by the programme, R96.3 million or 90.2 per cent was spent on transfers and subsidies. This included transfers to the Council for Geoscience and Mintek.

4.4
Expenditure analysis per Economic Classifications

Table 1: Economic Classification spending trends as at the end of the fourth quarter of the 2009/10 financial year. 
	ECONOMIC CLASSIFICATIONS
	AVAILABLE BUDGET
	ACTUAL EXPENDITURE TO DATE 
	% SPENT

	Compensation of Employees
	352.344
	83 930
	23.8

	Goods and Services
	254 919
	53 724
	21.1

	Current Payments
	607 263
	137 654
	22.7

	Transfers and Subsidies
	408 681
	108 421
	26.5

	Payment for Capital Assets
	14 072
	3 076
	21.9

	Payments for Financial Assets
	
	12
	

	TOTAL
	1 030 016
	249 163
	24.2


Source: National Treasury (2010)

4.4.1
Current Payments

4.4.1.1
The compensation of employees was allocated a total budget of R352.3 million in the 2010/11 financial year. The Department of Mineral Resources has managed to spend up to 23.8 per cent of this budget. This spending is in line with the 25 per cent spending per quarter benchmark.

4.4.1.2
Goods and Services were allocated a total amount of R254 919 in the 2010/11 financial year. The Department has only spent up to R53.7 million or 21.1 per cent on goods and services. This indicates that the Department has spent far below the 25 per cent benchmark for the first quarter in goods and services budget. It is therefore important to ascertain what could be the reason for this slower spending.

4.4.2
Transfers and Subsidies
The transfer and subsidies were allocated a total amount of R408.7 million for the 2010/11 financial year. The Department managed to spend about R108 4 million or 26.5 per cent of the budget. While this spending appears to be above the 25 per cent benchmark, the Department reported that it was 18 per cent below the projected expenditure for the quarter due to the administrative processes that were not finalised and the funds could therefore not be transferred by the IDC to the SSMEs for mine assistance.

4.4.3
Payments for Capital Assets (CAPEX)

The CAPEX were allocated an amount of R14.1 million in the 2010/11 financial year, however, the Department only spent about R3.1 million or 21.9 per cent in the first quarter. The reason for slower spending had to be ascertained from the Department.

4.4.4
Payments for Financial Assets

The Department spent only R12 000 on payments for financial assets for the first quarter of the 2010/11 financial year.

4.5
Roll-overs of Unspent Funds during 2010/11 Financial Year

Table 2 below reflects that an amount of R5 million roll-overs was requested for the rehabilitation of ownerless asbestos mines project at the end of the 2009/10 financial year and approved by the Ministry of Finance.

Table 2: Approved Roll Overs for the Department 

	R thousand
	Requested 
	Approved

	Department of Mineral Resources
	5 000
	5 000

	Rehabilitation of ownerless asbestos mines project
	5 000
	5 000


Source: National Treasury (2010)

4.6
Virements and Shifting of Funds from and to, within and between Programmes during the Adjustment Period in line with the Legislative Framework 

Though section 43 of the Public Finance Management Act No 1. of 1999 (the Act) makes provision for the virements and shifting of funds from one programme to the other, as well as movement of funds within the programme, there are certain requirements that need to be met by an accounting officer.

These conditions are as follows:

· The Act provides that the amount of a saving under a main division of a vote that may be utilised to defray excess expenditure under another main division may not exceed eight per cent of the amount appropriated under that main division.”

Moreover, section 43 (4) states that the section on virements does not authorise the utilisation of a saving in: 

· An amount specifically and exclusively appropriated for a purpose mentioned under a main division within a vote;

· An amount appropriated for transfers to another institutions; and

· An amount appropriated for capital expenditure to defray current expenditure.

Most importantly, it was noted that the Department of Mineral Resources did not report any virements and shifting of funds during the first quarter of the 2010/11 financial year.

4.7
Issues for the Committee’s Considerations

Mostly, the over or under expenditure of the departmental budget in the first quarter of the 2010/11 financial year was as a result of the following issues:

· The administrative processes that were not finalised and the funds could not be transferred. 

· Payments of the previous financial year that took effect in April and May 2010.

· Slower expenditure on goods and services.

5.
Analysis of the Department’s Annual Report and Financial Statements

The following brief seeks to analyse the performance of the Department of Minerals and Energy during the 2009/2010 financial year with a special focus on the programmes of the Mineral sector.

5.1 Performance analysis

5.1.1
 Programme performance

The former Department of Minerals and Energy was composed of seven programmes that are reflected in Table 3 below. Some of the programmes were sector specific like Promotion of Mine Health and Safety, Mineral Regulation, and Mineral Policy and Planning were specific to the minerals sector while Hydrocarbons and Energy Planning, and Electricity, Nuclear and Clean Energy were specific to the energy sector respectively. Administration and Associated Services programmes were over arching programmes providing services to both sectors.

This analysis therefore focuses on the minerals sector since It relates to the Department of Mineral Resources.
Table 3: Summary of expenditure per programme

	Programme
	Original Budget as per ENE
	Total Budget
	Actual Expenditure
	Variance
	Variance

	
	R’000
	R’000
	R’000
	R’000
	%

	Administration
	229.282
	250.216
	249.253
	963
	0.4

	Promotion of Mine Health and Safety
	133.027
	138.717
	138.543
	174
	0.1

	Mineral regulation
	168.066
	158.164
	150.596
	7 568
	4.8

	Mineral Policy and Promotion
	62.363
	73.776
	73.724
	52
	0.1

	Hydrocarbons and Energy Planning
	55.285
	56.973
	56.925
	48
	0.1

	Electricity, Nuclear and Clean Energy
	338.363
	338.936
	334.070
	4.866
	1.4

	Associated Services
	3 660.810
	3 665.222
	3 541.605
	123 617
	3.4

	Total
	4 647 196
	4 682 004
	4 544 716
	137 288
	2.9


Source: Department of Minerals and Energy-Annual Report 2009/2010

5.1.1.1
Administration

The performance of this programme was affected by the split of the Department into two separate departments since it was providing services to both minerals and energy sectors. However, the Department attributed some of the failures to achieve set targets to budgetary constraints. This might be a sign of poor planning since the Department is supposed to draft its planning based on available resources.

Table 3 indicates that the Department under-spent by R963 000 on the Administration programme. 

5.1.1.2
Promotion of Mine Health and Safety

The Inspectorate reported that it appointed 19 Engineering Learner Inspectors on 1 August 2007 on a two-year training contract which ended on 31 July 2010. The learners comprised 15 males and four females. The Inspectorate also reported that it offered 18 bursaries to students during the reporting period.

The objective of promoting and regulating minerals and energy sectors was not achieved. The failure to achieve this objective was attributed to the system still being developed.

The Inspectorate conducted fewer audits (83 per cent) and inspections (91 per cent) than it set out to and the reason proffered was the lack of capacity.
5.1.1.3
Mineral Regulation

The Annual Report of the Department indicated that funds amounting to R9.9 million were shifted from the Mineral Regulation programme in terms of section 43 of the Act, resulting to the reduction of the total programme budget from R168 million to R158 million as reflected in Table 3. 

5.1.1.4
Mineral Policy and Promotion

The achievements of this programme during the year under review included the following:

· The programme continued to play a lead role in the Mining Industry Growth Development and Employment Task Team (MIGDETT), which sought to mitigate job losses and position the mining industry along a growth path with concurrent transformation. This intervention saved in excess of 60 000 jobs, representing more than half of the original projected losses. MIGDETT also developed a draft strategy on sustainable growth and meaningful transformation in South Africa’s mining industry with an emphasis on growth and transformation.

· The Mineral Policy and Promotion undertook a survey of the South African assets in the mining industry with the ultimate aim of ascertaining the possibility for consolidation of those assets to establish the state owned mining company. Consequent to the findings of this exercise, Cabinet imposed a moratorium on the disposal of any state mining assets subject to a more detailed audit completed by the Department. The completed report on the creation of the state mining company was expected to be tabled for consideration by Cabinet during the 2010/2011 financial year.

· The consultation of the beneficiation strategy was finalised and the strategy is now ready for tabling before Cabinet for formal adoption as a policy of South Africa.

· The Branch developed a rehabilitation strategy for derelict and ownerless mines, which was approved by the Minister of Mineral Resources in December 2009. An interim rehabilitation oversight committee was also established to develop an implementation plan for the rehabilitation strategy until the Branch was adequately capacitated to take over this responsibility.

· South Africa’s sustainable development (SD) framework was finalised and the SD thematic report submitted to the United Nations Commission on Sustainable Development (UNCSD) in preparation for the 18th session of the Commission.

5.1.1.5
Associated Services

The greater percentage of the Departmental budget (close to 80 per cent) was allocated to this programme. The greater portion of the programme budget was for transfers and subsidies. Funds were transferred from this programme to entities like, Mintek, Council for Geoscience, State Diamond Trader and the South African Diamond and Precious Metals Regulator (SADPMR). During the year under review the amounts of R155.5 million, R129.5 million, and R39.4 million were allocated to Mintek, Council for Geoscience and SADPMR respectively. An amount of R43.1 million was allocated to Assistance of Mines sub-programme. This sub-programme aimed to prevent the uncontrollable movement of water in and out of underground mine openings or holdings in the Witwatersrand area by providing pumping subsidies to marginal mines and to undertake research to develop and implement strategic solutions for mine water management, including contaminated water. The actual transfers to entities are discussed under Statement of Financial Performance.

5.2.
Annual Financial Statements

5.2.1
Report of the Auditor-General
The Department received a qualified audit opinion on the following basis:

· In terms of section 38(1)(a)(i) and section 40(1)(a) of the Public Finance Management Act (Act 1 of 1999) the accounting officer of the Department did not ensure that full and proper records of the receivables for the Departmental revenue were kept as prescribed by the norms and standards. The Department could not provide sufficient appropriate audit evidence to support the Departmental receivables for revenue balance amounting to R25.6 million. There were no satisfactory alternative audit procedures that could be performed to obtain reasonable assurance that all the receivables for Departmental revenue were properly recorded and disclosed.

· Interest was not levied and recorded on all outstanding balances and for the individual receivable balances where interest was levied, the rate used was not in accordance with the rate specified by the Minister of Finance, as required by Treasury Regulation 11.1.

5.2.1.1
Emphasis of matter

The Auditor-General drew attention to; inter alia, the following matters:

· Irregular expenditure to the amount of R4.2 million incurred as a result of contravention of the authorised delegations of authority of the Department, the irregular expenditure was condoned in the financial year.

· The Department has materially under spent the budget on Programme 5: Associated services to the amount of R123 million.

5.2.1.2
Report on other legal and regulatory requirements

Incomplete reporting on all predetermined objectives

The actual achievements with regard to 26 per cent of all planned indicators and targets specified in the strategic plan for the year under review for the selected programmes were not reported in the annual performance report submitted for audit purposes.

Timeliness of the reported performance information

The reliability of 40 per cent of the targets could not be verified, since the information was not received in time for audit purposes.

5.2.2
Statement of Financial Performance

The total revenue of the Department amounted to R4.9 billion comprising R4.7 annual appropriation and R217.1 million departmental revenue. The total revenue increased by 20.35 per cent from the allocation of the last financial year. However, the departmental revenue decreased by 17.95 per cent.

The total expenditure amounted to R4.6 billion comprising R673 million total current expenditure; R3.8 billion total transfers and subsidies; and R48.7 million total expenditure for capital assets. The total current expenditure increased by 10.94 per cent and the total transfers and subsidies by 22.63 per cent respectively. The overall expenditure increased by 21.42 per cent from the R3.8 billion spent in the last financial year. The surplus for the year amounted to R348.6 million. The transfers included R150.3 million to Council for Geoscience, R5.1 million to Mine Health and Safety Council, R39.4 million to South African Diamond and Precious Metals Regulator and R1 million to State Diamond Trader. The transfer to Mintek amounted to R161.1 million during the year under review. A total amount of R21 million was made available for transfer to Grootvlei Proprietary Mines but R13.5 million was actually transferred. The Assistance to Mines sub-programme had a total budget of R38.6 million after the adjustments but its actual expenditure was R31.1 million.

5.2.3
Statement of Financial Position

The value of total assets of the Department amounted to R215 million and total liabilities to R211.7 million resulting in net assets of R3.3 million. The total assets of the Department increased by 20.61 per cent and total liabilities by 20.84 per cent from the previous financial year.

5.3.
Human Resource Management

The former Department of Minerals and Energy had an establishment of 1 554 employees during the year under review. Of these posts, 1 350 were filled, translating to a vacancy rate of 13.1 per cent. The vacancy rate was highest among the highly skilled supervision salary band at 17.4 per cent. The expenditure on compensation of employees amounted to R403.3 million, which constituted 8.9 per cent of the R4.5 billion total voted expenditure. The training expenditure amounted to R7.3 million, which constituted 1.8 percent of the total expenditure on personnel.

The Department made 202 appointments and 79 terminations during the period under review, which translated to a turnover rate of 6.5 per cent. The majority of terminations (58.2 per cent) were through resignations.

Total number of employees per occupation category

Table 4: Total number of employees per occupational category

	Occupation Category
	Male
	Female


	Total

	
	A
	C
	I
	Total Black
	W
	A
	C
	I
	Total Black
	W
	

	Legislators, senior officials & managers, Permanent
	53
	3
	1
	57
	11
	32
	0
	0
	32
	2
	102

	Legislators, senior officials & managers, Temporary
	1
	0
	0
	1
	0
	0
	0
	0
	0
	0
	1

	Professional , Permanent
	100
	0
	2
	102
	12
	130
	1
	2
	133
	14
	261

	Technicians & associated professionals, Permanent
	236
	4
	2
	242
	73
	180
	2
	1
	183
	11
	509

	Technicians & associated professionals, Temporary
	0
	0
	0
	0
	1
	0
	0
	0
	0
	0
	1

	Clerks, Permanent
	82
	4
	0
	86
	2
	225
	15
	0
	240
	33
	361

	Service & sales workers, Permanent
	50
	2
	0
	52
	4
	24
	0
	0
	24
	1
	81

	Plant & machine operators & assemblers, Permanent
	2
	0
	0
	2
	0
	0
	0
	0
	0
	0
	2

	Elementary occupations, Permanent
	9
	2
	0
	11
	0
	19
	0
	0
	19
	0
	30

	Other, Permanent
	0
	0
	1
	1
	1
	0
	0
	0
	0
	0
	2

	TOTAL
	533
	15
	6
	554
	104
	610
	18
	3
	631
	61
	1 350


Source: Department of Minerals and Energy-Annual Report 2009/2010

A= Africans
C= Coloureds

I= Indians

W= Whites

The Department had 1 185 black and 165 white employees during the period under review. There were 692 female employees, which constituted 51.3 per cent of the total work force. However, the female employees constituted only 38.1 per cent of the technicians’ category and 30.8 per cent of the service sales workers category. There were only 7 employees (0.52 per cent) with disabilities in the Department.

A total of 308 employees benefited from the skills development initiatives, the majority of whom were the clerks’ category at 136 employees.

The Department did not have a dedicated unit and did not designate a specific staff member to promote the health and well-being of its employees. However, it employed an HIV/AIDS coordinator and implemented a wellness programme. Counselling was outsourced to an EAP service provider for employees and their immediate families and employees were referred to a relevant institution if necessary.

6. Committee’s Observations
Having looked at the above information, the Portfolio Committee on Mining has made the following observations:

· The split of the former Department of Minerals and Energy (DME) into the Department of Mineral Resources (DMR) and the Department of Energy (DOE) was completed successfully on 30 March 2010. This partly accomplished the instruction given by the State President, Honourable Jacob Zuma, in his 2009 State-of-the-Nation-Address when he opened the Fourth Parliament, where he announced the reconfiguration of government Ministries and Departments.

· The divisions within the DMR have been set up and that the Committee is awaiting written response on the approved organogram.

· The Auditor-General in his 2009/10 report to Parliament has given DME a qualified audit opinion due to lack of accounting for ‘receivables for departmental revenue’ and that DMR acknowledged that they did not have a Debtors Control System in place. As a result, the Department has lost potential revenue on interest that could have been levied to both the already paid and outstanding balances from its debtors. This constitutes a breach of National Treasury Regulations. The Committee has taken note of the fact that this is the first qualified opinion report given by the Auditor-General after, at least, five consecutive years of clean audit reports.

· Under ‘Emphasis of Matter’, the Auditor-General raised a concern on a condoned irregular expense to the sum of R4.2 million. Of particular concern is the material under-spending of R137 million which the Committee believes has negatively impacted upon service delivery by the Department, in that the objectives of Programme 7 and other programmes discussed below have not been entirely met.

· There is a lack of capacity in Programmes 1, 2 and 3 in that the Department have insufficient number of inspectors to enforce compliance to Mining and Mineral Resources Laws and those related to Health and Safety. Yet, the country has high levels of fatalities and accidents when compared to other mining countries in the World that are used to benchmark the country’s progress/problems.

· Programme 3 had an under spending of R7.4 million of which R5 million was approved by National Treasury as a roll-over to this financial year. This occurred despite a challenge on ownerless and derelict mines and mine dumps that poses a serious challenge of health and environmental hazards.

· The Committee has noted that the DMR, in its presentation on the 2009/10 Annual Report and 2010/11–2012/13 Strategic Plan, has put together formidable action plans, including amendments to various pieces of legislation, to remedy the situation raised in the Annual Report and to prepare themselves to deal with Developmental and Transformation challenges in the Mining Industry.

· The Committee notes that the 2009/10 Annual Report closes a long chapter of the existence of the DME and ushers the country into a new era of the DMR within the context of South Africa being constructed into its proper nature of being a Developmental State.

7. Conclusion

The Department appeared to be in a good financial position. However, its income statement showed a net surplus of R348.6 million. This can be interpreted in two ways, firstly it might reflect that the entity made savings or profit from its operations and secondly, it might be that it under-spent, thereby not delivering some of the services that it was supposed to deliver. Be that as it may, the Department has to address issues identified by the Auditor-General in his report.

The balance sheet reflected current assets that are greater than current liabilities, which indicates that the Department is in a good financial position. The greater portion of the budget is spent on transfers and subsidies, which necessitate more effective measures of oversight to be put in place in order to ensure efficient utilisation of funds by receiving entities.

Overall the Department should be commended for fulfilling its mandate and encouraged to improve where there is still room for improvement.

8. Recommendations

The Committee recommends that:

· The National Assembly approves the 2009/10 Annual Report of the former Department of Minerals and Energy (DME).

· The Director-General should ensure that the Committee receives the organogram of the new DMR.

· The Director-General in his capacity as an Accounting Officer, together with his financial team, need to ensure that the concerns raised by the Auditor-General are acted upon and work towards a clean audit report for the 2010/11 financial year and beyond.

· The Minister of Mineral Resources needs to ensure that capacity within the Department is built and therefore avail/provide for the necessary resources including financial budgets. Particularly the strengthening of the Inspectorate Division to enable the Department capacity to enforce compliance with the Mineral and Petroleum Resources Development Act (MPRDA), Mine Health and Safety Act (MHSA), Mining Charter, Codes of Good Practise, Housing and Living Standards and other related laws. The Committee’s oversight visits to various provinces revealed a shocking state of affairs where Labour Sending Areas and Mining Communities were found to be trapped into abject poverty, high levels of unemployment, lack of provision of social needs such as basic health care facilities, children schooling in church buildings and lack of clean running water and sanitation. The Department requires a dedicated team of Health and Safety Inspectors, not only to react to fatalities and accidents that occur, but as part of preventative mechanisms, to embark on proactive workplace inspections and spontaneously conduct company audits.

· In order to ensure the DMR’s contribution to the process of Creating Decent Jobs and ensuring Sustainable Livelihood for the people, the Minister of Mineral Resources needs to speed up the process of completing Beneficiation Strategy and Small Scale Mining Strategy.

· The Minister of Mineral Resources and the Minister of Finance are urged to create conducive conditions for an equitable access to mineral resources and ensure meaningful participation by formerly disadvantaged South Africans in the mining industry, through the establishment of the Resource Financial Institution or alternatively arrange for financial guarantees for the Emerging and Small Scale Miners to fund prospecting activities.
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