
 
 
 

REPORT OF THE SELECT COMMITTEE ON FINANCE ON THE PROVINCIAL TREASURIES 
EXPENDITURE REVIEW FOR THE 2014/15 FINANCIAL YEAR, DATED 14 OCTOBER 2015  

1. Introduction and Background  

The Select Committee on Finance is mandated to exercise oversight over provincial government 
departments and their respective public entities. The Committee influences budget policy decisions 
through implementation of the Money Bills Act. The Money Bills Act gives the Committee powers and 
functions to consider and report on macroeconomic and fiscal policy as well as the fiscal framework. 

The Committee has therefore resolved to engage with the Provincial Treasuries on a quarterly basis 
to ensure fiscal sustainability and enhance its oversight role over provinces. The Public Finance 
Management Act (section 18 (1) (a, b) and section 18 (2) (e and g) requires that the provincial 
treasuries must amongst other things, exercise control over the implementation of the provincial 
budget and may assist the provincial departments and entities in building capacity for efficient, 
effective and transparent financial management.  

The Committee had public hearings with the Members of the Executive Council (MEC’s) of Finance 
from all nine provinces on the 05

th
, 17

th
 and the 19

th
 June 2015, in Parliament. The Provinces 

presented the economic and fiscal positions; growth and development strategies and overall spending 
for the financial year ending 2014/15. 

2. Overview of provincial economies 

National Treasury provided an overview of provincial economies’ contribution to Gross Domestic 
Product (GDP), relative size of these economies by industry and provincial labour markets, based on 
the latest Statistics South Africa information.   

It transpired from the presentation that, between 1996 and 2011, Gauteng, KZN and Western Cape 
provinces are the dominant economic growth hubs, contributing almost 65 per cent to GDP in 2011. 
This trend, of economic activity highly concentrated in a few regions is likely going to remain in the 
future, though the collective contribution has declined over time. 

In 2011, sector contribution to GDP differed per province but finance and business services, 
wholesale and retail trade, manufacturing and general government services were key economic 
drivers.  

Unemployment rates differed significantly per province, ranging from 18.4 per cent in Limpopo to 34.7 
per cent in the Free State in 2014. The Eastern Cape, Free State and Mpumalanga experienced 
higher levels of unemployment. 

3. Overview of provincial budgets 

The preliminary budget spending figures for the financial year 2014/15 by the National Treasury show 
that all the provinces spent 98.6 per cent, on aggregate. Underspending amounted to R6.4 billion, of 
which Gauteng contributed R1.54 billion, Eastern Cape R1.4 billion and Limpopo R1.3 billion. The 
Free State province overspent by R230.4 million. The reasons for underspending were mainly delays 
in infrastructure projects, supply chain management challenges and high vacancy rates.  
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Table 1: Aggregate provincial spending in 2014/15 financial year 

Source: National Treasury  

Provinces mainly spend their budgets in the departments of Education and Health, particularly on 
Compensation of Employees (CoE). The departments of Education in several provinces overspent on 
capital infrastructure. CoE in the provincial departments of Health and Education was underspent by 
R1.2 billion and R658 million, respectively. The North West department of Health overspent its budget 
by 5.6 per cent. Most of the Health departments’ overspending was in goods and services (R563 
million). 

Fiscal position  

In terms of the fiscal position, seven of nine provinces, excluding Free State and Northern Cape, had 
sufficient cash to cover the unpaid invoices. The fiscal risks were mild in the Eastern Cape, Limpopo, 
KZN, Northern Cape and Mpumalanga, high in the Free State and low in Gauteng and the Western 
Cape. 

The amount of unpaid invoices, greater than 30 days has grown from R4.5 billion in 2009/10 to R5.6 
billion in 2013/14. The fiscal risk to provinces has declined from 1.6 per cent to 1.3 per cent in 
2013/14. The exception is Free State, where unpaid invoices rose to 5.8 per cent of the total 
provincial budget, the highest amount on record.  

4. Eastern Cape Province 

The Province is experiencing socio-economic challenges such as higher levels of unemployment, 
poverty and low levels literacy and total household incomes. Given lack of employment opportunities, 
out-migration continues. Government is the biggest employer in the Province, followed by finance and 
retail trade sector. Despite the comparative advantage, agriculture remains largely underdeveloped. 
The automotive sector dominates the manufacturing base, however, due to deindustrialization, the 
share of manufacturing has declined.  

The Province identified the need to diversify the industrial base, comprehensively review its public 
entities and assess the impact of Industrial Development Zones (IDZs) in enhancing regional 
exporting capacity. The Province’s growth and development strategy aims to improve institutional 
capacity, increase access to basic services, support smallholder farmers development, the regional 
tourism sector and ensuring fiscal sustainability.  

The Eastern Cape Province received an adjusted budget of R 62.8 billion in 2014/15. It had a positive 
cash balance of R 6.02 billion, with accruals of R 1.7 billion payable in the 2015/16 financial year. The 
Province over collected own revenue of R485.7 million from interest earned, money surrendered, 
recoveries of staff debt and monies surrendered from departments. Eastern Cape lost R7.9 billion due 
to 2011 Census results as well as a decrease in learner numbers. In 2015/16, contingent liabilities 
amounted to R 8.5 billion, up from R 4.9 billion in 2013/14 financial year. The departments of Health 
and Education litigations amounted to R 110 million. 

R thousand 

Eastern Cape 62 141 204             62 842 321                 61 468 156                   97.8% 1 374 165          

Free State 27 925 210             28 545 814                 28 776 182                   100.8% -230 368            

Gauteng 86 968 620             87 209 390                 85 665 087                   98.2% 1 544 303          

Kwazulu Natal 96 718 134             97 807 700                 97 399 942                   99.6% 407 758              

Limpopo 51 459 548             52 224 041                 50 927 063                   97.5% 1 296 978          

Mpumalanga 36 469 814             37 138 235                 36 459 391                   98.2% 678 844              

Northern Cape 13 122 700             13 530 381                 13 390 321                   99.0% 140 060              

North West 31 769 791             32 413 772                 31 980 932                   98.7% 432 840              

Western Cape 47 934 872             48 955 041                 48 202 111                   98.5% 752 930              

Total 454 509 893          460 666 695               454 269 185                 98.6% 6 397 510          
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Overall, the Province spent R 61.4 billion (97.8 per cent) of the R 62.8 billion adjusted budget and 
under spent by R 1.3 billion by the end of the 2014/15 financial year. Main contributors to under 
spending were mainly the departments of Education (R691.5 million), Health (R178.8 million), 
Economic Development, Environmental Affairs and Tourism (R104.2 million), Roads and Public 
Works (R202.8 million), Transport (R54.9 million) and Office of the Premier (R34.1 million). 

National Treasury identified higher spending on CoE, higher levels of under-spending in critical 
departments, poor infrastructure performance as some of the service delivery risks. The Province 
indicated that the national transfers are not sufficient to cover expenditure. 

5. Northern Cape Province 

The economy of the Northern Cape Province is driven by mining, transport and storage and 
agriculture. The Province has recorded the third highest unemployment during the 4

th
 quarter of 2014.  

The number of poor people has slightly decreased between 2003 and 2013.  

Northern Cape received an adjusted budget of R13.5 billion during the financial year 2014/15. On 
aggregate, the Province spent 99 per cent of its adjusted budget, underspending by R140.1 million in 
2014/15. The levels of accruals were higher but the Province reported a positive cash position of 
R295 million.  

There was a total over collection of own revenue of R287.7 million, contributed mainly by Provincial 
Treasury (R36 million). However, under collection in the departments of Transport, Safety and 
Liaison, Health and Economic Development and Tourism led to a net over collection of only R9.3 
million. 

National Treasury identified high accruals as a percentage of total budget (5.1 per cent) and poor 
performance of infrastructure projects in the department of Health (mental health, Upington and De 
Aar hospitals) as key risks to the Northern Cape fiscal framework. 

6. North West Province  

The North West economy is currently dominated by community or government services and mining 
activity. The provincial government recognises Small Micro and Medium Enterprises (SMMEs) and 
cooperatives as engines of economic growth given their potential to address socio-economic 
challenges in villages, townships and small towns.  

The Province was allocated an adjusted budget of R32.4 billion for the financial year 2014/15, of 
which 98.71 per cent was spent. The Province reported a positive cash balance of R 1.1 billion, with 
accruals higher than the available cash. 

On aggregate the Province underspent by R432.8 million. According to National Treasury, 
notwithstanding this, North West department of Health in particular is under significant pressure while 
some non-service delivery departments such as Tourism and Provincial legislature appear to be over-
funded.  

Provincial Treasury put the departments of Education, Health and Public Works under Section 18 of 
the Constitution, in April 2015. The budgets of these departments have been under pressure.  Fiscal 
risks include increasing levels of unauthorised expenditure from R351 million in 2012/13 to R849 
million in 2013/14. 

The average provincial spending on CoE was R18.5 billion (102 per cent) of the allocated budget of 
R18.2 billion, which was over spent by R327.5 million. 

7. Western Cape Province 

The risks facing the Western Cape provincial economy include uncertain global outlook, high levels of 
youth unemployment, water and energy shortages and food security. Growth is concentrated in skills 
intensive services sectors. The provincial strategic goals aims to create opportunities for jobs and 
growth, improve education outcomes, tackle social ills and embed good governance and integrated 
service delivery through partnerships and spatial alignment.  

The Province was allocated an adjusted budget of R48.9 billion for the financial year 2014/15. It had a 
positive cash position of R5.49 billion, with accruals of R 61.1 million. 
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National Treasury indicated that the fiscal risks are low and the Province is maintaining a significant 
fiscal space, with lowest unpaid invoices in the country. 

Western Cape spent 98.5 per cent of the adjusted budget but under spent by R753.9 million (1.5 per 
cent). Underspending was mainly due to the department of Education (R281 million) as a result of 
efficiencies undertaken on personnel expenditure in reducing relief educators. The Department of 
Health under spent by R147.4 million on infrastructure projects (R105.5 million), District Health 
Services (R38.2 million), HIV and AIDS and Global Fund journals. 

The Office of the Premier under spent by R305.9 million due to delayed implementation and roll-out of 
the Broadband transversal project amounting to R261 million. The departments of Environmental 
Affairs and Development Planning (R25.3 million), Social Development (R23.3 million) and Transport 
and Public Works (R190 million) also underspent.  

8. Gauteng Province 

The economic growth and development strategy of Gauteng Province is based on ten pillars including 
transforming the state and governance, modernization of the public service, the economy, human 
settlements and urban developments,  public transport infrastructure and re-industrializing the 
Province. 

Gauteng Province contributes more than a third of South Africa’s GDP, accounting for 36 per cent in 
2012. This was attributed mainly to finance and business services sub-sector and administrative arm 
of government.  

The Province received an adjusted budget of R87.2 billion in 2014/15, of which equitable share 
amounted to R68.7 billion. Provincial own revenue collections amounted to R5 billion, which 
exceeded a set target of R4.3 billion by R700 million (16 per cent).  

Gauteng spent 98 per cent of total adjusted budget but under-spent by R1.5 billion. The 
underspending was contributed mainly by the departments of Health, Education, Housing and Roads 
and Transport.  

National Treasury indicated that underspending was mainly contributed by CoE while Education 
mainly underspent on payments for capital assets due to changed specification for 15 new schools. 
There are concerns in the provincial departments of Health, human Settlements, Community Safety 
and Infrastructure Development as these departments had insufficient cash to pay suppliers and 
service providers in 2014/15.  

The Province had high cash balances (R8.2 billion), which are higher than the accruals, placing it on 
the fairly low risk category, despite service delivery risks. In addition to that, unauthorised expenditure 
decreased significantly and spending on personnel is stabilising as a result of the Identification 
Verification System introduced by the Provincial Treasury.  

9. Limpopo Province 

Limpopo Province received an adjusted budget of R52.7 billion.  The provincial own receipts 
amounted to R1.4 billion of the adjusted budget of R1.39 billion. The Province had a positive cash 
position of R3.1 billion, with accruals of R102.5 million. Accumulated unauthorised expenditure has 
declined from R2.4 billion to R1.1 billion and is set to continue to decline. 

Limpopo underspent by R1.3 billion in 2014/15 financial year. The main contributors to the under 
spending were the departments of Education (R404.1 million in compensation of employees and 
goods and services); Public Works, Roads and Infrastructure (R282.5 million) and Co-operative 
Governance, Human Settlements and Traditional Affairs (R322.4 million).  

National Treasury indicated that the Province experienced delays in filling vacant posts and slow 
spending on infrastructure by the department of Public Works. Limpopo Province has the highest 
percentage spending on CoE (over 70 per cent) with more than 8 000 vacant posts in Education and 
more than 2 000 vacant posts in Health department.  

Continued support of the Limpopo Economic Development Agency (LEDA) from the fiscus (from 
R245m to R293m), even though it is supposed to be a self-sustaining business enterprise, poses a 
fiscal and service delivery risk. 
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10. Mpumalanga Province 

Mpumalanga Province’s contribution to the national economy was the fifth largest in 2013, with a 
share of 7.6 per cent.  The provincial GDP growth of 1.7 per cent for 2013 was lower than national 
growth of 2.2 per cent. 

Key drivers of the provincial economy are mining, community services and trade services.  The 
Province recorded 27 478 more jobs between the first quarter of 2014 and the first quarter of 2015. 
The rate of unemployment remained high at 30.4 per cent in 2014. In 2013, about 1.5 million of the 
Mpumalanga population lived below the lower bound poverty line, though the trend is decreasing.  

The Province’s economic growth and develop strategy targets human capital development, rural 
development, infrastructure and beneficiation. In order to realise the strategy, the Province prioritised 
implementation of industrial development as well as trade and investment plans; economic 
interventions and Local Economic Development (LED) on municipal level to stimulate economic 
growth and development; establishment of the international fresh produce market and agri-hubs; 
Specical Economic Zone (SEZ) project and investment opportunities through Mpumalanga Economic 
Growth Agency (MEGA).  

The Province was allocated an adjusted budget of R34.2 billion during the financial year 2014/15, of 
which 97.9 per cent was spent. The Province had a fairly strong positive cash balance of R1 billion, 
with accruals of R432.9 million. 

National Treasury highlighted service delivery risks in the provincial departments of health and 
Education. These are persistently poor progress in the finalisation of infrastructure projects (e.g. Rob 
Ferreira Hospital); under-capacitated infrastructure unit of the department; low sending on 
compensation budgets due to resignations in the department of Education and slow implementation of 
agriculture projects. 

Levels of unauthorised expenditure have remained persistently high in the province, reaching R937.2 
million in 2013/14. Growing transfers to the provincial public entity (MEGA) with no indicated plans for 
it to be self-sufficient poses a further risk. 

11. Free State Province  

The Free State Province has the second smallest economy in the country. In the first quarter of 2015, 
unemployment rate decreased from 32.2 per cent in the last quarter of 2014 to 30.2 per cent. The 
Province’s estimated share of the population is estimated to have decreased further since the Census 
2011 to 5.2 per cent in 2014. Free State’s share to national output has decreased from 5.5 per cent in 
1998 to 5.1 per cent in 2013. The economy is growing below the national average GDP, with tertiary 
services dominating growth. 

Free State’s economic growth and development strategy aims to achieve inclusive growth and 
sustainable job creation, improve quality of life, building social cohesion, good governance and 
sustainable rural development. In order to realise its strategy, the Province has identified SIPs 
including agri-logistics and rural infrastructure, revitalisation of health facilities and regional integration 
for Africa development and cooperation. 

Free State Province received an adjusted budget of R28.5 billion during the financial year 2014/15. 
Provincial own receipts amounted to R918.9 million, an under collection of R469 million, mainly due to 
outstanding patients fees.  

The Province overspent by R230.4 million in 2014/15 due to an overspending of R441 million in the 
Department of Education, attributable to accruals. The Department of Education is currently under 
administration by Provincial Treasury in terms of Section 18.  

The Province reported a positive cash balance of R162.6 million, with accruals of R1.2 billion which is 
more than the available cash balance. Free Sate owed municipalities debts amounting to R216.4 
million. Former government employees, 93 347, owed the Province about R38.8 million and a service 
provider had been appointed to recover debt. 

Challenges in the province include sluggish economic growth affecting own revenue collection; slow 
implementation of revenue enhancement initiatives; cash constraints experienced by Road Accident 
Fund; late conclusion and payments of rental contracts by entities; and collection of patients fees from 
Lesotho. 
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National Treasury indicated that the fiscal and service delivery risks are high in Free State, requiring 
strict management. Nevertheless, fruitless and wasteful expenditure has decreased from R16.3 
million in 2011/12 to R9.8 million in 2014/15. 

12. KwaZulu-Natal Province  

The KZN provincial economic growth trend is similar to the national picture. Provincial economic 
growth is estimated at 1.8 per cent for 2015 compared to 2.1 per cent estimated in January 2015. 
Continued electricity constraints, labour concerns, logistical bottlenecks, digital un-competitiveness 
and economic policy divide will hamper the growth prospects for 2015.  

The 2011 Census shows that though KZN did not have fewer people, its proportion of national total 
had dropped resulting equitable share cuts. The Province has relatively less money with increased 
service delivery needs. Urbanisation continues with more than 50 per cent of the KZN population 
expected to live in urban areas by 2024. The expanded unemployment rate has increased from 38.53 
per cent during the second quarter of 2011 to 40.2 per cent in first quarter of 2015.  

The KZN growth and development strategy aims to achieve world class infrastructure, job creation, 
strategic infrastructure, investor confidence, skilled and employable labour force and increased 
access to basic services, amongst other things.  

The Province received an adjusted budget of R97.3 billion for spending during the financial year 
2014/15. Provincial own receipts amounted to R3.1 billion with an over collection of R364.4 million 
(13.1 per cent). The Province reported a positive cash position of R4.3 billion and accruals of R322.7 
million. 

The preliminary outcomes showed that during 2014/15, KZN spent 99.9 per cent on aggregate, 
underspending by R380.5 million (0.1 per cent).  The departments of Health and Education recorded 
the highest underspending, particularly on CoE and goods and services. 

National Treasury classified fiscal risks in this Province as mild, notwithstanding significant service 
delivery risks. Cash balances were strong; accumulated unauthorised expenditure decreased from 
R1.1 billion in 2013/14 to R812 million in 2014/15 and the cash balance looked healthy at R4.2 billion 
and higher than the accruals.  

KZN had the largest reduction of personnel in the department of Education, at 3 000, due to 
resignations and retirements.  Service delivery risks included accruals in Education mainly on 
infrastructure payments. 

13. Committee observations  

The Committee made the following observations: 

13.1  Noted the following from the Provincial Growth and Development Strategies and the 
presentations made: 

 Rates of unemployment are more pronounced in five (Mpumalanga, Free State, North West, 
Eastern Cape and Northern Cape) of the nine provinces, hovering between 29 per cent and 
34.7 per cent; 

 Agriculture, culture and tourism industries dominate the North West economy but the 
people of the Province are not benefitting from the mining sector; 

 Noted a comprehensive and good presentation and report by the Free State Provincial 
Treasury. The Committee further noted that the Province identified 18 Strategic 
Infrastructure Projects to support growth in the Province;  

13.2 Challenges in the provincial departments largely include unauthorised expenditure, slow 
implementation of infrastructure projects, payment of invoices within the prescribed 30 day 
period and budgeting for compensation of employees; 

13.3 There are serious planning, budgeting and implementation challenges in the provincial 
departments of Health and Education; the biggest cost drivers of the provincial budgets; 
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13.4 Provinces were affected differently by movement of people within the provinces. This resulted 
in a reduction or increase of the equitable share budget; 

13.5 Noted that, most of the Provincial Treasuries had reported positive cash balances; 

13.6  Noted that, the Northern Cape did not have enough cash to pay accruals that were over R1 
billion; 

3.6.1 The Province was experiencing challenges of operational funds that were not 
available; 

3.6.2 Municipalities were not transferring Motor Vehicle License Fees to the Province; 

13.7 Noted that, the transfers to the Mpumalanga Economic Growth Agency (MEGA) with no plans 
for it to be self-sustainable posed a fiscal risk; 

13.8 The Limpopo Provincial Executive was looking at a possibility of creating another company to 
replace the Gateway Airports Authority Limited (GAAL); 

13.8.1 Noted that, the mining companies were not contributing to the economic development 
of the Limpopo Province;  

13.9 Noted that, the Gauteng Provincial Treasury had decentralised the payment of invoices and 
introduced an electronic system, where service providers register and submit invoices online 
and are able to trace their payments;  

13.10 Noted that, the Free State Department of Health was owed some fees by the citizens of the 
Government of Lesotho; and  

13.11 Cash balances are sufficient to cover accruals in Gauteng Province. There is better 
overall fiscal discipline; an increase in provincial own revenue in the last financial year; 
improvement in personnel spending as a result of Provincial Treasury’s Identification 
verification system and that the biggest risk would be the new wage agreement. 

14. Recommendations  

14.1 The MECs should identify areas in which the provinces prioritise economic growth potential in 
line with government policies and explore innovative ways of stimulating growth and creating 
jobs given the current domestic economic conditions; 

14.2 Provinces should ensure that there are effective cash management mechanisms in place in 
order to enable the provincial departments to pay its bills on time; manage overspending, 
payment of invoices within the prescribed period of thirty days and reduce under-expenditure  
in compliance with the PFMA to achieve government priorities as set; 

14.3 The provincial departments of Health and Education should: 

 Improve planning and budgeting and put measures in place to address  possible over-
expenditure on Compensation of employees’ budgets allocated;  

 Develop personnel management strategies to address compensation of employees budgets 
and effectively manage vacant posts emanating from resignations, death, early retirement 
packages; 

 Implement cost containment measures and savings given the possible impact of the 
new wage agreement and the changes in equitable share allocations; 

 Ensure adequate budget for non-negotiable items such as medicines at hospitals and 
clinics, and Learner Teacher Support Materials provision; and  

 Plan for budget changes emanating from the equitable revenue sharing formula changes and 
the impact this may have on educators, learners and infrastructure. 
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14.4 The provinces should anticipate and plan for unforeseen circumstances such as in-migration, 
out-migration or urbanisation and the possible impact this may have on budgets and 
outcomes; particularly provincial departments with higher spending on compensation of 
employees; 

14.5 Provinces should redirect the cash balances (savings) into areas that require funds for service 
delivery purposes; 

14.6 The National Department of Health should conduct an investigations the Mental Health 
Hospital in the Northern Cape on progress made on completing the hospital and the funding 
to complete it; 

14.7 The Mpumalanga Provincial Executive should take a decision on MEGA as it could be a 
financial liability to the Province. Provincial Treasury should monitor the transfers to ensure 
that MEGA works on being self-sufficient; 

14.8 The Minister of Cooperative Governance and Traditional Affairs should engage the South 
African Local Government Association (SALGA) on the issue of municipalities not paying over 
the Motor Vehicle Licences fees to the Provincial Treasuries; 

14.9 The Limpopo Provincial Executive should make use of the Airports Company of South Africa 
to take over the running of their airport; 

14.10 The Limpopo Provincial Executive should form partnerships with the mining companies in 
order to create jobs and address unemployment in the Province;  

14.11 Provincial Treasury should monitor the transfers made to the Limpopo Economic 
Development Agency and report to the Committee on progress of the Agency towards self-
sustainability; 

14.12 Provincial Treasuries, should learn best practises from the electronic system of the Gauteng 
Provincial Treasury when it comes to the issue of payment of invoices; and 

14.13 The National Department of Health should engage its counterpart from the Government of 
Lesotho in trying to recover fees owed by its citizens to the Free State Department of Health. 

 

Report to be considered. 
 


