The Budgetary Review and Recommendation Report of the Portfolio Committee on Public Service and Administration on the performance of the Department of Public Service and Administration for the financial year  2009/10, dated 26 October 2010
The Portfolio Committee on Mining, having assessed the performance of the Department of Mineral Resources, reports as follows:

1.
Introduction

The Portfolio Committee on Public Service and Administration is obligated to report to the National Assembly on the performance of the Department of Public Service and Administration (DPSA), in relation to Budget Vote 11 for 2010, as prescribed by the Money Bills Amendment Act, 2009. 

The Portfolio Committee’s task to report on the performance of the DPSA was based on the Committee’s reference and review of the following reports:

· The Strategic plan of the DPSA for 2009/10 and 2010/11,

· The Annual report of the DPSA for 2009/10,

· The Operational plan for the department DPSA for 2010/11,

· National Treasury’s Section 32, in terms of the Public Finance Management Act, 1999, reports for the first quarter of 2010/11 , 

· The Auditor-General’s opinion on the financial statements of the DPSA for 2009/10, and

· Any other relevant documents.

In addition to looking at these reports for the DPSA, the Committee reviewed the annual reports and Auditor-General’s reports of the Public Administration Leadership and Management Academy (PALAMA) and the Public Service Commission (PSC), since these entities received transfers from Budget vote 11 for 2010/11. 

The State Information Technology Agency (SITA) was reviewed as part of the process, despite it not receiving public funds directly. It receives public funds indirectly by providing ICT Services to Government; and  is scheduled as a Schedule 1A National Entity according the Public Finance Management Act. SITA is also accountable to the Minister of Public Service and Administration.

The Committee hosted a workshop in Johannesburg from the 12–13 October 2010 to receive briefings from the DPSA, PSC, PALAMA and SITA on their annual reports for 2009/10 and their performance reports for the first two quarters of 2010. The Auditor-General’s office provided a briefing on the A-G’s opinions on the financial statements of the above-mentioned entities. This briefing provided the Committee an objective view of the veracity of the financial statements submitted by the Department and entities. 

2.
Delegation:

The Delegation consisted of the following Committee members: Mrs. JC Moloi-Moropa, MP (ANC) (Chairperson); Ms. FC Bikani, MP (ANC); Ms. JM Maluleke, MP (ANC); Ms. MC Mohale, MP (ANC); Mr. L Suka, MP (ANC); Mrs. AM Dreyer, MP (DA); Dr. HC van Schalkwyk, MP (DA); Mr. L Ramatlakane, MP (COPE); Prof. CT Msimang, MP (IFP) 

The Committee’s report is divided into three sections. The first section provides a review of the Department of Public Service and Administration and above-mentioned entities’ performance. The second section gives an overview of the Auditor-General’s reports for each entity. The third section gives an overview of the Committee’s findings, conclusion and recommendations.  

Section 1: Overview of the Performance of the Department of Public Service and Administration and selected entities. 

3. The Department of Public Service and Administration

The Department of Public Service and Administration (the Department) is a state department dealing with public service personnel matters relating to conditions of service, management of compensation, human resources, labour relations, public service governance, service delivery, state information technology, capacity-building and skills management. The Department has technical oversight on all state departments as they deliver a service to the people of South Africa.
3.1
Department’s Strategic Priorities and Measurable Objectives

3.1.1 Strategic Plan of the Department

The DPSA’s strategic plan focuses on the following: 

· Service delivery quality and access

· Developing effective systems, structures and processes

· Leveraging information communication technologies (ICT) as a strategic resource (enabler)

· Ensuring effective employment entry into the Public Service and human resource development / cadre development

· Developing efficient human resource management practices, norms and standards 

· Promoting healthy and safe working environments for all public servants

· Ensuring appropriate governance structures and decision-making

· Encouraging citizen engagement and public participation

· Tackling corruption effectively
· Contributing towards improved public service and administration in Africa and the international arena.

3.1.2 Measurable Objectives of the Department

The measurable objectives of the Department are:

· Minister developing a list of key activities and providing resources to achieve targets

· Minister signing a performance agreement with the President

· All sectors/entities accounting to the Minister forming a service delivery forum to negotiate terms of delivery and signing sector service delivery agreements with the Minister

· Developing a skilled and capable workforce to strengthen the human resource base

· Intensifying capacity development of officials through the introduction of cadre development programmes

· Building a developmental state with a view to improving public services through a development-oriented Public Service

· Reviewing the performance management system to ensure accountability by public officials

· Reviewing the management of discipline in the Public Service


· Improving turnaround times in accessing government services

· Shortening the time to fill a vacancy in the Public Service

· Deepening the fight against corruption in the Public Service

· Interrogating the public sector integrity framework with a view to eliminating conflict of interest by public officials

· Broadening the culture of e-governance

· Strengthening citizen engagement in government programmes

· Giving a new practical meaning to the implementation of the Batho Pele programme.

3.1.3. Analysis of the Department’s prevailing Strategic and Operational Plan 

a) Service delivery quality and access

Quality of service in the Public Service is improving relatively. People are able to access government services. The challenge currently is in turnaround times to access the full range of services. These turnaround times affect the quality of service delivery, even though people have access.

b) Leveraging ICT as a strategic enabler

This is an important strategy for effecting the e-governance programme of Government. SITA plays an important role in this regard as an entity in the public service and administration. The provision of equipment in the Thusong Service Centres leaves much to be desired. Therefore, the enablement of e-governance will not manifest the desired output. There is, however, collaboration between the Department and the Department of Co-operative Governance and Traditional Affairs on the matter of Thusong Service Centres. 

c)
Developing effective systems, structures and processes

According to the 2009 PSC’s State of the Public Service Report, there are still challenges in government systems regarding vetting processes, signing of performance contracts, supply chain management and turnaround times to deliver a particular service. The Department has a role to play in this regard and it is ‘work-in-progress’ regarding these issues.

d)
Ensuring effective employment entry into the public service and human resource development / cadre development

The Department and the entire Public Service have internship and learnership programmes to ensure effective employment entry into the public service. This strategy also helps in ensuring a constant successive pool of human resources. The Job-Access Strategic Framework also assists in giving access to employment for women and people with disabilities. People with disabilities are however not adequately represented in the public service across sectors. This is where the Department has failed to show leadership in enforcing adherence to the employment targets set across government.

e)
Developing efficient human resource management practices, norms and standards

There is still much to be desired regarding this strategy. Personnel in the Public Service still flout straightforward procedures and human resource requirements. For example, tender procedures are still not followed as per the legislation and policies that govern SCM practices. Some director-generals have not signed performance agreements with their respective Ministers and have failed to file these with the Public Service Commission. It is an anomaly that Parliament has to hear about these basic accountability challenges from the PSC, when Ministers should enforce these procedures on their director-generals.

f)
Ensuring appropriate governance structures and decision-making

Appropriate governance structures are impossible to motivate if the status quo is that director-generals do not sign and file performance agreements. They cannot enforce proper accountability of those under their charge if they cannot honour a performance contract themselves. In light of this, the Department and PALAMA are working together to implement the cadre development programme, so that all and sundry understand that there is a responsibility to serve the people. 

g)
Encouraging citizen engagement and public participation

The Department hosts an annual Public Service Week to make people aware of what the Public Service does and the procedures to follow in seeking recourse to their complaints. Senior managers are dispatched, through Project Khaedu, annually for a week to go to the front desks in regional offices, to deliver and monitor services, in order to understand the nature of the challenges experienced by both the front desk staff and the public who use their services. The Department hosts the Batho Pele Learning Network annually and the Community Development Workers’ Summit from time to time. There is also the “Know Your Service Rights Campaign”, whereby pamphlets and books are distributed to the public through izimbizos, public participation events, schools and Community Development Workers.

h)
Effectively tackling corruption

The Department is driving two projects to assist departments to build institutional capacity in order to address the issue of corruption in the Public Service. These projects are Minimum Anti-Corruption Capacity (MACC) Audit and Anti-Corruption Capacity-Building Programme. The Department is currently verifying the MACC Audit reports from state departments. The Department has developed a Code of Good Practice and presented it to the Minister for his approval to instil and inculcate good and ethical conduct in the Public Service. 

3.2. Analysis of Section 32 Expenditure Reports 

3.2.1
The Overall Departmental Allocations and Expenditures 2009/10 

The Department of Public Service and Administration (DPSA) was allocated an amount of R429.8 million in the 2009/10 financial year. This takes into account the adjustment made by the Department during the adjustment period in the same year. The Department has only spent R417.1 million thus far (97 per cent) at the end of 2009/10 which is R12.7 million (2.9 per cent) underspending of the total budget. The major under-expenditure emanated from transfer payments, where the Department only spent 63.8% at the end of the 2009/10 financial year. This has been correctly analysed below per departmental programme:

a) Programme 1: Administration

Programme 1 was allocated a total budget of R124.6 million after the adjustment. The programme has managed to spend R124.3 million or 99.7% of this budget.  This means that the Department has underspent its budget by 0.3%t.  The reason for lower than expected expenditures was not provided by the Department in this regard. In the same programme an amount of R9 million was provided as additional budget to cater for the Information Technology and accommodation costs for the Minister in Cape Town.  

b) Programme 2: Human Resources Management and Development in Government
Programme 2 was allocated a total amount of R67.1 million after adjustments, but the Department only spent about R63.4 million or 94.5% of this budget. The lower than expected expenditure was due to the R3.4 million which was not spent due to the delays in commencing the last phase of the HR Connect project. The Department applied for rollovers to complete the project. The HR Connect project has been rolled out to 46 departments; an amount of R10.1 million has been spent on the project. In the same programme an amount of R3.5 million was not spent due to the vacant posts of staff that were seconded to the newly established Department of Women, Children and People with Disabilities.   

c) Programme 3: Labour Relations and Compensation Management in Government
Programme 3 was allocated a total amount of R114.7 million for the 2009/10 financial year. The programme has only spent about R110.4 million or 96.3% at the end of the 2009/10 financial year. This reflects 3.7% under-expenditure in this programme. The major under-expenditure in this programme was mainly due to fact that Policy for Incapacity Leave and Ill-health Retirement (PILIR) project was not completed; yet it accounted for a majority of the budget in this programme. The PILIR project was then completed in the 1 April 2010. 

d) Programme 4: Information and Technology Management in Government Programme 4 was allocated a total budget of R37.2 million in 2009/10 and the Department has managed to spend about R36.9 million or 99.1%. This only reflects 0.9% under-spending of the budget in this programme. The reasons for the under-expenditure were not provided in this regard.  

e) Programme 5: Service Delivery Improvement throughout Government Programme 5 was allocated a total amount of R34.1 million in the 2009/10 financial year after the adjustment period. Of this amount, the Department has only spent up to R34.0 million or 99.9 per cent of the entire budget of this programme. The Department has not yet provided reasons for its under-expenditure in this regard. 

f) Programme 6: Governance for Public Service and Administration

Programme 6 was allocated a total amount of R35.4 million in the 2009/10 financial year after the adjustment period. Of this amount, the Department has only spent up to R31.8 million or 89.6% of the entire budget of this programme. The reasons for this high level of under-spending were not provided. 

3.2.2
Rollovers of the Unspent Funds to the 2010/11 Financial Year

The level of underspending in the above section is an indication that the Department might apply for rollovers to the National Treasury for the 2010/11 financial year. Depending on the circumstances, certain rollovers will be approved by the National Treasury, whilst others will never be approved.  Looking at Table 1 below, about R6,034 million in rollovers were requested at the end of the 2009/10 financial year. However, only R2,569 million was approved by National Treasury. 

Table 1: Approved Rollovers for the Department 

	R Thousand
	Requested 
	Approved

	Department of Public Service and Administration Total
	6 034
	2 569

	Breakdown of total:
	
	

	Human Resource Connect project 
	2 569
	2 569

	Severance Packages
	865
	0

	Single public service change readiness assessment project
	2 600
	0


Source: National Treasury (2010)

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

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

· Section 43 (2) of the Public Finance Management Act provides that “the amount of a saving under a main division of a vote that may be utilised in terms of (1) may not exceed 8% of the amount appropriated under that main division.”
 Moreover section 43 (4) states that this section does not authorise the utilisation of a saving if:

· An amount is specifically and exclusively appropriated for a purpose mentioned under a main division within a vote.
· An amount is appropriated for transfers to another institutions.
· An amount is appropriated for capital expenditure to defray current expenditure.    

3.2.4 The First Quarter Expenditure Report for Financial Year 2010/11 

In the 2010/11 financial year
, the Department of Public Service and Administration was allocated a total budget of R651.4 million. In the first quarter, the Department has only managed to spend about R132.3 million, i.e. 20.3% of the allocated budget in 2010/11. Though the current expenditure is in line with the projected estimates, certain programmes have experienced slower than expected expenditure namely:  

· Programme 1: Administration was allocated a total budget of R138.7 million for the 2010/11 financial year before adjustment. Of this amount the Department has spent up to R25.1 million or 18.1% of the allocated amount. The slower than expected expenditure was due to delays in invoices from the Department of Public Works for accommodation charges. 

· Programme 4: Information and Technology Management in Government was allocated a total amount of R45.3 million for the 2010/11 financial year before the adjustment. In the first quarter the Department has spent up to R3.7 million or 8.2%  of the voted amount. This programme has also experienced lower than expected expenditure due to the non-submission of invoices by SITA for the e-Government project.      

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

a) Programme 1: Administration

The Department was able to hold a strategic planning session with all entities reporting to it. In turn, the Department, entities and the Ministry held a co-ordinated strategic planning session which included all heads of the sector institutions.  The Department also presented its 2010-2014 Medium-Term Strategic Plan to the Portfolio Committee on 03 March 2010. 

b) Programme 2: Human Resource Management and Development in Government

The Department, together with PALAMA, developed the Human Resource Planning Learning Programme to build capacity in human resource planning in the Public Service. Individual departmental reports were generated and issued to departments in August 2009 for quality improvement. By September 2009 an annual HR Planning Report was compiled by the DPSA, based on inputs submitted by national and provincial departments. The directive on HR Planning was issued in October 2009. 

It is fair to conclude that the time lag between the processes in this regard was too short for effective guidance, monitoring and evaluation. This anomaly leads to large time lags to fill vacancies and to ensure fair and equitable representivity of women and people with disabilities. The national targets of 50% women and 2% of persons with disabilities in senior management have therefore not been achieved since 2005. Presently, only 34% representation of women and 0.22% for persons with disabilities have been achieved.

The Department developed a concept paper on Compulsory Training Programmes for HR Practitioners in collaboration with PALAMA. The Department launched the Employee Health and Wellness Strategic Framework in November 2008 in line with its priority for a healthy and safe working environment in the Public Service. The department has developed policies on HIV and AIDS and tuberculosis; health and productivity; safety, health, environment, risk and quality; as well as wellness management.

The Department was able to facilitate the reconfiguration of 16 departments after the 2009 elections.

c) Programme 3: Management of Compensation

All occupation specific dispensations (OSDs) were finalised except for Medical and Therapeutic Services that was not signed. Further negotiations took place related to this profession. Progress was made regarding pension and medical provisioning deficiencies identified.  Necessary costing is ongoing. The roll-out took place where issues had been resolved.

The development and implementation of the HR Module for an integrated financial management system was completed in June 2009. The Department had hoped to fully implement the system before the end of the 2009/10 financial year. This did not, however materialise, since the PERSAL System still has challenges.

d) Programme 4: Information and Technology Management

The Department visited eight of the nine provinces to understand the challenges they experienced regarding the State Information Technology Agency (SITA) and other IT-related matters. Profiles were developed and it is expected that by November 2010 the project should be finalised.  Only 44 of the 120 Thusong Service Centres are connected to ICT infrastructure and related electronic government services. Pro-poor services that were meant to be undertaken through the e-enablement project were delayed as a result of the Auditor-General’s investigation into some irregularities identified. The tender process was resuscitated and was processed by SITA.

e) Programme 5: Service Delivery Improvement

The Department hosts an annual Public Service Week to make the public aware of the public services and the procedures to follow in seeking recourse to their service-related complaints. Senior managers were dispatched, through Project Khaedu, annually for a week to go to the front office in regional offices to deliver and monitor a service in order to understand the nature of challenges experienced by both the front office staff and the recipients of service (the public). 

The Department also hosts annually the Batho Pele Learning Network and at times the Community Development Workers’ Summit. There is also the “Know Your Service Rights Campaign”, whereby pamphlets and books are distributed to the public through izimbizo, public participation events, schools and Community Development Workers.

During the period under review, the Department worked closely with eight key service delivery departments (e.g. Home Affairs, Social Development, Health, Water and Environmental Affairs, etc.) to determine how accessible their service points were to communities living in the most underdeveloped rural areas of the country. The project had helped in identifying geographical areas where access needed to be improved through the introduction of mobile services.

f) Programme 6: Governance

The Department led this programme to ensure that other departments had the capacity to prevent, detect and investigate corrupt and unethical practices in the workplace. The Department also led in terms of ensuring that all reported cases were successfully resolved. 

The Department led two projects to assist departments to build institutional capacity in order to address the issue of corruption in the Public Service. These projects were the Minimum Anti-Corruption Capacity (MACC) Audit and the Anti-Corruption Capacity Building Programme. The Department is currently verifying the MACC Audit reports from state departments. The Department has developed a Code of Good Practice and presented it to the Minister of Public Service and Administration for approval. The aim of the Code of Good Practice is to instil and inculcate good and ethical conduct in the Public Service. 
The Department co-ordinated the Continental Capacity Development Programme and co-hosted a Bangladeshi PSC delegation to exchange information and experiences in the field of public service and administration. The Department also made preparations for the China-South Africa Bi-National Commission (BNC).

The Department had developed and piloted the Monitoring and Evaluation (M & E) Programme, which consisted of six courses that would assist M&E practitioners on the processes of collection, collation, analysis and dissemination of information on the progress and impact of government programmes.

g) Programme 7: Centre for Public Service Innovation (CPSI)

The CPSI successfully hosted the third Innovation Conference in August 2009, which attracted more than 400 public sector delegates and international interest. The CPSI also hosted the 7th Annual Innovation Awards Ceremony, which attracted public, civic and private sector interest among the role-players. Five innovative initiatives were awarded accolades in five categories. In December 2009, the CPSI was charged by the Minister to drive the implementation of the All-Africa Innovation Awards Programme. 

3.3. Consideration of Reports of Committee on Public Accounts

The Department did not appear before the Committee on Public Accounts.

3.4. Consideration of Other Sources of Information

The 2010 State of the Public Service Report would have been handy in assessing some Government programmes, but it was not yet available at the time of the drafting of this report. The Committee consulted the Annual reports of the Public Service Commission, the Public Administration Leadership and Management Academy (PALAMA) and the State Information Technology Agency (SITA). 

Section 2: Overview of the Auditor General’s findings for the DPSA, PALAMA SITA and the PSC

4. Report of the Auditor-General

The Auditor-General’s briefings focused specifically on the AG’s findings for the annual reports of Department and the selected entities for 2009/10.  All the entities that were reviewed received an unqualified audit report. However, in assessing the performance information the Department and entities provided, it is important to note the A-G’s remarks on the usefulness of the information and the other matters he raised. 

In the A-G’s report on other legal and regulatory requirements the A-G used the following criteria to assess the usefulness of the reported performance information:

· Consistency: Has the entity reported on its performance with regard to its objectives, indicators and targets in its approved corporate plan, i.e. are the objectives, indicators and targets consistent between planning and reporting documents?

· Relevance: Is there a clear and logical link between the objectives, outcomes, outputs, indicators and performance targets?

· Measurability: Are objectives made measurable by means of indicators and targets? Are indicators well defined and verifiable, and are targets specific, measurable, and time bound?

A breakdown of the findings is provided below for each entity reviewed. 

4.1 The Department of Public Service and Administration

Matters of Emphasis raised were the Basis of Accounting, restatement of the corresponding figures and irregular expenditure. The A-G’s report included a report on other legal and regulatory requirements. The A-G’s findings on the legal and regulatory requirements were: 

Predetermined objectives:
Non-Compliance with regulatory and reporting requirements

· The accounting officer of the Department of Public Service and Administration did not provide Parliament with the strategic plan at least ten days prior to the discussion on the Department’s budget vote, as required by Treasury Regulation 5.2.1 and 5.2.2.
· Contrary to Treasury Regulation 5.2.2 (d) the Department’s 2009/11 strategic plan does not include indicators (measures) for the Department’s programmes.

· The Department of Public Service and Administration has not reported on all the predetermined objectives, as required by section 40(3)(a) of the PFMA and Treasury Regulations 5.2.4 and 18.3.1.
The A-G found that the usefulness of the information the DPSA reported met the above-mentioned criteria as follows: 

· The planned and reported performance targets were not specific, measurable and time bound for the selected programmes

· Changes to the objectives from the approved strategic plan for the year under review were not disclosed and explained as required in terms of the relevant National Treasury preparation guide.

· For the selected programmes, some of the planned and reported indicators were not verifiable, as it was not possible to adequately validate the processes and systems that produced the indicator.
The Department did not comply with the following legislation: 

· Contrary to the requirements of paragraph 3.4.3 of National Treasury Practice Note No. 8 of 2007/08, a deviation from the tender process for procurement in excess of R1 million was not reported to the National Treasury and the Auditor-General within ten working days.

· Contrary to the Preferential Procurement Policy Framework, 2000, the 80/20 preference point system formula was not used to calculate the points for price in respect of procurement of goods or service with a monetary value equal to or above R30 000 and up to a monetary value of R500 000.

· Contrary to section 42A (7) of the Public Service Act, 1994, the delegations for concluding collective bargaining agreements on behalf of the Minister were not in writing.

4.2 The Public Administration Leadership and Management Academy

The A-G found that PALAMA did not comply with the regulatory and reporting requirements, as the Strategic Plan of the PALAMA Vote and the Training Trading Account (TTA) did not include the measurable objectives, expected outcomes, programme outputs, indicators (measures) and targets for all the entity’s objectives, as required by Treasury Regulation 5.2.3(d).

Usefulness of reported performance information:

The criteria outlined above were used to evaluate the usefulness of reported performance information. For selected objectives, 31% of the planned and reported targets were not specific in clearly identifying the nature and the required level of performance; and measurable in identifying the required performance

4.3 Public Service Commission

In the A-G’s report of other legal and regulatory requirements it was found that:

In terms of Section 38(1)(f) of the Public Finance Management Act No.1 of 1999 and  Treasury Regulation 8.2.3 of 2005, the PSC did not settle all payments due to creditors within 30 days of the receipt of an invoice, as required.

4.4 State Information Technology Agency

Matters of emphasis were the restatement of corresponding figures and the irregular expenditure of R214 million. 

In terms of the usefulness of the information, the A-G found that in terms of the above-mentioned criteria on the usefulness of the information:

· Planned and reported measures were not well defined: For selected objectives, 44% of the planned and reported measures were not clear, with an unambiguous definition to allow for data to be collected consistently.

· Planned and performance targets were not measurable and specific: For the selected objectives, 22% of the planned and reported targets were not specific in nature and measurable in identifying the required level of performance. 

In terms on non-adherence to legislation, the A-G report highlighted the following for SITA: 

· Contrary to the requirements of Section 53 of the PFMA, the strategic plan and budget for the financial year 2010-11 had not been approved by the executive authority of SITA within the prescribed period.

· PFMA section 51(1)(a)(iii) and Treasury Regulation 16A.3.2 require that a fair, equitable, transparent, competitive and cost-effective procurement and provisioning system should be in place. A contract management system that facilitates the above was not in place during the financial year to comply with the PFMA and Treasury Regulations.

Contrary to the requirements of the laws and regulations relevant to procurement at SITA, the following were identified as constituting non-compliance:

· In some instances service level agreements with government departments and other government entities were not signed or concluded as required by section 20(2) of the SITA Act.
· No standards relating to the interoperability of information systems between departments and comprehensive  information systems security environment for departments were set and approved as required by section 7(6)(a) of the SITA Act. Consequently, SITA has not been able to certify that acquisitions for information technology goods and services by a government department had been in compliance with the standards as required by section  7(6)(b) of the SITA Act and paragraph 4.3.3 of the SITA Act Regulations.

· Reporting to the Minister of Finance on supplier performance criteria in respect of all contracts for information technology services and goods for departments in terms of the SITA Act Regulation 7.4.1, had not been performed. 

· In some instances the initiation of tender process occurred without an approved business case and in other instances the business cases did not include a budget for the required goods and services, as required by the SITA Act regulations paragraph 8.1.3 (a), 8.5 (a) and 8.5(h).

· A procurement schedule for the execution of a request for a bid was not always submitted for approval to the designated official at the government department, as required by SITA Act Regulations paragraph 8.2.1(a). In some instances the timelines set in the procurement schedule (project plan) were not achieved, as required by SITA Act regulation 8.2.2, with no communication to the government department as to the reasons for the delays, as required by SITA Act Regulation 8.2.3.

· The bid invitations were not approved by the designated officials at the government departments, as required in terms of SITA Act Regulation 8.1.7(a). In several cases the bid invitation document had been approved on a date after the bid was advertised, which is in contravention of Treasury Regulation 16A3.2(a). In some cases there was no proof that the bid had been advertised as required by Treasury Regulation 16A3.2(a) and 16A6.3(c) and the SITA Act Regulations paragraph 8.3.1.

· Instances were noted where bid responses received after the approved bid closing date were evaluated. No evidence could be provided that the bid closing date had been extended. This resulted in a contravention of Treasury Regulation 16A3.2(a).

· The declaration of interest form was not completed and signed at the meetings of the Recommendations Committee (RC), Supplier Recommendation Committee (SRC) and the Supplier Selection Board (SSB) held to evaluate tenders, as required by Treasury Regulation 16A8.4 and Practice Note 7 of the 2009 – 10 paragraphs 3.2.1 and 4.1.2. The A-G could not confirm that the members of these committees did not have an interest in the tenders being evaluated. 

Further non-adherence to legislation ranged from:

·  The composition of the RC/SRC and Bid Evaluation Committee (BEC) did not meet the requirements set out in the SITA Act.
· Information used in evaluation reports did not always agree to bid responses submitted by the bidders, which is in contravention of the Preferential Procurement Policy Framework Act (PPPFA). 

· Functionality criteria in respect of black economic empowerment (BEE)/ historically disadvantaged individuals (HDI) preference points set out in the PPPFA were not applied correctly and there were inaccuracies in the calculations performed in some instances. In some instances, the calculations could not be re-performed as there was no evidence that the BEC calculated in the BEE/HDI preference points when evaluating the contract. This constitutes non-compliance with Treasury Regulation 16A3.2 and PPPFA Regulations 8(1), 8(4), 13(2), 13(4), 13(5), 13(6), 13 (7) and 13(8).

· The winning bidder was not always published in the government bulletin, as required by Treasury Regulation 16A6.3(d).

· After the conclusion of the tender process, contracts with suppliers were not concluded on a timely basis and, in some instances, the contract signed with the suppliers could not be provided. This could result in irregular expenditure and is in contravention of SITA Act regulation 9.5.

· It was noted that in some instances quotations were requested from suppliers who were not on the list of preferred suppliers. Furthermore, a minimum of three quotes was not always obtained and the reasons for it documented. The process of receiving and screening quotes has not been properly implemented. This constitutes non-compliance with Treasury regulation 16A3.2(a) and National Treasury Practice Note 8 of 2007-08 paragraph 3.2 and 3.3.3.  

SITA does not have adequate policies, procedures and systems in place to ensure compliance with laws and regulations and an effective system of internal control. Ongoing monitoring and supervision are not undertaken to enable management to determine whether internal control over financial reporting is present and functioning. In addition, management did not take corrective action on the following internal control deficiencies identified in our audit:

· An adequate system for managing contracts has not been implemented to ensure effective supply chain management. 

· The prior year’s financial audit findings have not been substantially addressed.

· There is a lack of consequence management against employees who are found to be continuously in breach of policies and procedures.

· There was a significant portion of application controls that could not be relied upon for audit purposes. These weaknesses in controls included access control, security settings, lack of audit trails and lack of training for employees using the systems.

· Controls to ensure compliance with procurement laws and regulations have not been designed and implemented effectively, resulting in poor risk management, irregular expenditure and increased exposure to fraud.

SITA did not have reliable information systems for recording and reporting financial information and therefore extensive manual intervention was required to prepare the annual financial statements for the financial year. The following internal control deficiencies were identified in the management of financial reporting: 

· The financial statements were subject to material corrected misstatements resulting from the audit.
· Significant difficulties were experienced during the audit concerning delays with respect to and the availability of information.

· Manual or automated controls are not designed to ensure that the transactions have occurred, are authorised and are completely and accurately processed.

·  Monthly management accounts are incomplete and therefore decision-making by management is impacted negatively.

· Delegations of authority are not followed consistently and in some instances could not be provided.

· System reports are not readily available in the financial and reporting system, resulting in ineffective monitoring and reconciliation of accounts. 

Governance structures and management did not appropriately address identified significant deficiencies in internal control relating to the overall control environment to prevent non-compliance and detect fraud. The lack of accurate monthly management accounts limits the effectiveness of the risk identification, management and monitoring processes. The following internal control deficiencies were identified in this regard:

· The risks in the procurement process have not been adequately identified and therefore appropriate controls were not designed and implemented to ensure compliance with laws and regulations.

· An instance was identified where an employee had defrauded the entity but this was not detected by the systems of internal controls within the entity.

Other reports:
The Special Investigations Unit is currently investigating four cases of procurement irregularities.

· As at 31 March 2010, there were 20 cases under investigation by internal audit. These investigations related to

· Procurement irregularities

· Conflicts of interests

· Alleged irregularities in the human resource and payroll departments. 

The financial impact of the above investigations has not been quantified at this stage as the investigations are still in progress. An investigation into the Gateway project has been concluded and the report was presented to the Minister of Public Service and Administration. 

An investigation into the CabeNet project has been finalised and the matter was handed over to the commercial crimes unit of the South African Police Service (SAPS).

As at 31 March 2010, internal audit has completed 15 investigations for the  review. Twelve relate to irregularities within the procurement process and the remaining three to human resources matters and contract and invoicing disputes. 

Section 3: Committee’s findings, Conclusion and Recommendations. 

5. Observations and findings

Some of the observations made during the workshop were:

· Most of the matters raised were not satisfactorily responded to by DPSA, SITA and PALAMA. It was suggested that a meeting with the DPSA, SITA, PALAMA and the Auditor-General should be arranged in order for the entities and the Department to respond to matters raised at the Committee’s workshop. 

· The Committee’s legislated responsibility with the BRRR report was to report on the performance of the Department in relation to the expenditure of Budget Vote 11. The Auditor-General’s audit found that the DPSA did not have proper systems in place for performance management. This meant that the Committee’s task of reporting on the Department’s performance was hampered. 

· A request was made to the Auditor-General’s office for the audit outcomes of the DPSA, the PSC, PALAMA and SITA from 1994 or the entities’ inception, in order for the Committee to see if there has been improvement in the entities’ performance over time. 

· The entities in the Public Service portfolio didn’t seem to collaborate with one another, which provided more reason for the Committee to conduct oversight of the Department and the entities. It was only in the Committee’s meetings that the entities reporting to the Committee sat together, learnt about what the other entities were doing and made contact with one another. 

· The SITA’s new board was willing to work on correcting the challenges SITA was facing, both internally and externally. In order for the new board to succeed, it would need to put in greater effort in calling fraudulent people to book. 

· The PSC was a very valuable entity supporting democracy that could assist the Committee in conducting oversight of the Public Service. The entity functioned on a very small budget. Parliament had the ability to amend the budget and the Committee was tasked with making recommendations about Budget Vote 11. It was suggested that the Committee should look at all the available options to ensure that the PSC was awarded more funds. 

· The Committee should make a proposal to the appropriation committee. The PSC could support the proposal by making a case to motivate for a greater budget allocation. 

· The chairperson should seek a discussion with the presiding officers on Section 196 of the Constitution and seek an update on the progress with the matter of the separate budget for the PSC. 

· Since the BRRR was a new responsibility of parliamentary committees, there was a need to change the way the Committee interacted with the Department and the entities reporting to the Committee. The discussion should become more focussed on delivery, which would force departments and entities to focus on their performance management systems. 

· SITA had an irregular expenditure of R214 million, which should be recovered from the responsible staff. 

· The Committee was dissatisfied with the level of engagement given by the Minister. It seemed like the Department was doing the Committee a favour, yet it is their constitutional responsibility to report to the Committee, as the committee is an extension of the National Assembly. It was difficult for the Committee to hold the executive accountable if they didn’t make an input. It was unacceptable that the Minister of Finance or a representative of the Department was not with the Committee. 

· The relationship established between the Committee and the Public Service Commission and the Auditor-General should be maintained. It was established at the committee’s strategic planning workshop that these entities provided the Committee with technical oversight that aided the Committee in its oversight of the executive. Many of the issues the A-G raised, under matters of emphasis for the entities, showed that there were still gaps that needed to be addressed, if anti-corruption and other public service programmes were to be implemented successfully.  The Department and entities could not really report on the progress made. Performance monitoring and management was important to measure the gains made in these programmes.  

· The Committee needed to remain steadfast in monitoring the progress SITA makes with correcting its current challenges, as raised by the A-G. 

· SITA’s operations grossed R4 billion for 2009/10. This entity required closer oversight, as it generated its income from government departments.

· PALAMA didn’t market their training products to government departments. If PALAMA marketed its training products and the DPSA assisted in co-ordinating other departments, PALAMA could really make an impact on training in the Public Service. 

· The SITA Act had unintended outcomes; and was established for government ICT services only. It seems that the entity is not performing well, as it is incurring irregular expenditure of R214 million, which are public funds paid from other departments for ICT services.  

· PALAMA trained women in the public service and alluded to a database of the DPSA where information is stored on the women trained for SMS management. The Committee should make a follow-up with the DPSA on the database. 

· SITA spent R57 million on unintended interest repayments. This showed that there was a weakness in the system to pay debt in a timely fashion.  

· The culture of virements and shifting of funds is still continuing since the past financial year (2009/10).  Even during the first quarter of 2010/11 financial year some funds have been shifted from one programme to the other. Though the Public Finance Management Act allows the conduct, it is subject to abuse in a number of ways; hence the fund does not shift with the programme. Furthermore, it is indicative of lack of proper financial planning in the Department. 

· Worth noting is that for a number of programmes that have underspent their budget, the Department did not provide adequate information to support the expenditure patterns.

· It was also noted that most of underspending in various programmes was as a result of invoices not being submitted on time, as well as vacant posts not being filled.

· Continuous efforts should be aimed at ensuring service delivery of quality and at granting access to services for communities in far flung rural areas. Thusong Services Centres should be extended to areas where they are non-existent. These centers should also be well equipped and manned by competent personnel.

· The vetting processes remain a challenge, especially for officials recruited in supply chain management. This works against the zeal to pre-empt and prevent corruption in the Public Service.

· The executive has not been vigilant in ensuring that senior management signs performance agreements on time for proper evaluation and accountability.

· The turnaround times in the filling of vacancies have relatively improved, but the ideal state has not been realised.

· The spirit to implement the Job-Access Strategic Framework has not been efficiently carried through to ensure that women and people with disabilities have access to employment in the Public Service and that these vulnerable groups are promoted to senior management positions, so that their constitutional rights are upheld.

· SITA had not included in the annual report the information on how it had implemented its turnaround strategy.

· SITA had not reported on how much had been recovered regarding embezzled funds.

· There are so many acting positions at SITA and this hampers efficiency and progress of the entity.

· The flouting of tender procedures is still recurrent in the entity.

· There should be more emphasis on outputs than on promises in the annual report.

· The Department of Public Service and Administration has not reported on progress regarding the separation of the Commission’s budget from that of the Department.

· PALAMA’s mandate is not properly executed by the entity.

· PALAMA is still waiting on the departments to send people for training instead of proactively marketing its courses and programmes.

· There has not been a proper study to evaluate the impact of PALAMA’s training programmes on service delivery improvement.

· The Committee still finds it unparliamentary and discourteous that whenever the Ministry is requested to appear before the Committee, there is always an excuse coming from the Ministry as to why it cannot honour the invitation.
· The Committee finds it unproductive that there is no collaboration between the Ministry for Performance Monitoring and Evaluation and Administration in the Presidency and the Committee, when these two bodies have common issues to deal with concerning service delivery in Government and the Public Service.
· The Committee regretted the failure of National Treasury to attend and provide the Committee with a briefing for the BRRR workshop which the Committee held.  The input by National Treasury would have been beneficial to the discussions which the Committee would have had, especially on the rollovers that the DPSA had requested from National Treasury and that were not approved. The BRR report of the Committee would be used by Parliament to form an opinion on Budget Vote 11 for 2010/11, and a briefing by National Treasury would have been beneficial to the Committee’s understanding of the roll-overs and the Section 32 reports the Committee used to gauge the expenditure for Budget vote 11 for 2010/11. 
· The Public Service Commission is a Constitutionally established independent entity, and its independence should be maintained, as outlined by section 196(3) of the Constitution,1996. By having the Public Service Commission’s budget as part of the budget of the Executive (Budget Vote 11 for 2010/11), the perception of its impartiality and independence is eroded. 
6. Conclusion

The Portfolio Committee concludes that, in terms of available information and efforts by the entities to address outstanding matters, budgetary review should be supported to execute the entities’ mandated programmes. The Department’s performance management should be addressed urgently, in light of the new way that Committees are expected to report on the performance of departments, and the focussed public interest on service delivery. 

7. Recommendations

The Portfolio Committee on Public Service and Administration, having assessed the annual performance of the Department of Public Service and Administration, recommends that:

· Continuous efforts should be made to ensure service delivery of quality and to grant access to services for communities in far-flung rural areas. Thusong Services Centres should be extended to areas where they are non-existent. These centers should also be well equipped and manned by competent personnel.

· Vetting processes should be improved and be vigorous, especially for officials recruited in supply chain management, so that corruption can be pre-empted and prevented.

· The Executive should be vigilant to ensure that senior management service signs performance agreements on time for proper evaluation and accountability.

· Turnaround times for the filling of vacancies must be improved.

· The Job-Access Strategic Framework must be vigilantly implemented to ensure that women and people with disabilities have access to employment in the Public Service and that these vulnerable groups are promoted to senior management positions, so that their constitutional rights are upheld.

· The Portfolio Committee recommends that all outstanding issues that are supposed to be addressed by the entities in the financial year under review, should indeed be addressed; and the current programmes and matters in the 2010/11 financial year should continue to receive due attention. 

· The Department of Public Service and Administration should report to the Committee by March 2011 on the progress made with correcting the matters raised by the Auditor-General in its annual report for 2009/10, with specific focus on matters of non-compliance with legislation.

· The Public Administration Leadership and Management Academy should report to the Committee by March 2011 on the progress made with correcting the matters raised by the Auditor-General in its annual report for 2009/10, with specific focus on matters of non-compliance with legislation.

· The State Information Technology Agency should report to the Committee by March 2011 on the progress made with correcting the matters raised by the Auditor-General in its annual report for 2009/10, with specific focus on matters of non-compliance with legislation.

· The Public Service Commission’s budget for 2011/12 should be separate from the budget of the Department of Public Service and Administration or any other department of the Executive. 
Report to be considered.
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