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Our reputation promise/mission

The Auditor-General of South Africa [AGSA) has a constitutional mandate and, as the Supreme Audlit Institution (SAl] of South Africa,
it exists fo sirengthen our countiry’s democracy by enabling oversight, accountability and governance in the
public sector through audliting, thereby building public confidence.
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This flagship publication of my office is a tool that gives simple and handy insights.
These insights empower users fo focus on those issues that will lead to improved audit outcomes. This publication also
captures the commitments that leaders have made to address audit outcomes.
Auditor-General: Terence Nombembe
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SECTION 1: FOREWORD

It is o great pleasure to present to Parlioment the 2010-11 AGSA's general
report which summarises the results of the audit outcomes of the national
departments, including Parliament, the national consolidation (containing
the national revenue fund), national public entities and trading entities,
constitutional institutions, as well as the public enfities where the audits
were not conducted by the Auditor-General of South Africa (AGSA, for the
financial year ended 31 March 201 1. The purpose of this general report
is fo provide an overview of the audit outcomes of the national government
and to guide those charged with governance and oversight, including the
executive and parliamentary committees, to work towards achieving clean
audit outcomes.

The audit results reflected that the national public entities are performing
generally better than the national departments. Only 8% of national
depariments received clean audit outcomes while 39% of the national
public entities managed fo receive this. Whilst this is commendable, | am
concemed about the continuous decreasing frend of departments and
public entities receiving clean audits. Unqualified audit opinions were
issued fo 67% of the national departments and 53% of the public entifies.
Unfortunately, 26% of the nafional departments and only 8% of the public
entities received qualified audit opinions. Of concem is the Department of
Public Works that received a disclaimer of opinion this year, while six
public entities received either an adverse audit outcome or a disclaimer of
opinion. Overall, 74% of the departments and 92% of the public entities
received unqualified audit opinions. The 26% of the departments that
received qualified audit opinions account for 53% of the total voted funds.

The results reflect 34 improvements (four departments and 30 public entities)
while there were 61 regressions (six departments and 55 public entities),
which means that the administration as a whole is not making progress

fowards the desired audit outcomes. The audit outcomes for public entities
are generally better than those of departments and having adequate
systems and adequately financially skilled staff is contributing fo this situation
whilst the improvements are mainly driven by leadership inferventions. The
regressions as well as the lack of adequate progress towards clean audits is
as a result of the high vacancy rate and staff acting in senior management
positions, including that of accounting officers. This proved to be a
stumbling block in successfully implementing commitments made in the prior
year. The lack of monitoring of action plans, basic reporting disciplines,
such as proper record keeping, monthly asset counts, reconciliations,
preparation of monthly reporting, controls over compliance with laws and
regulations and inadequate service delivery reporting also contributed to the
regressions and the lack of improvements at departments. The weak internal
control environments fo prevent irregular expenditure have resulted in an
escalating trend in iregular expenditure. From the evaluation performed it

is evident that the potfential benefits to be derived from regular interactions
between the audit committees, the executive authorities and legislatures 1
have not been exploited up fo now as improved relationship between the
role players will ensure that the executive authorities and legislatures are
provided with additional assurance on the accuracy of information.

The executive authorities agreed fo stabilise the departments and entities by
ensuring that all key positions are filled with appropriate and adequately
skilled staff, including the leadership positions. Monthly key controls,
especially controls to eliminate material corrections to financial statements
and fo address prior year findings, will be implemented by installing @
discipline of compiling monthly financial reports. These reports will be
verified by the internal audit units and the audit committees will validate this
information in order to confirm the credibility of information to the executive
authorities. The National Treasury will need to play a coordinating role with
enabling national role players, with emphasis on SCM and service delivery
reporting. With regard to the integrated financial management sysfem
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(IFMS) project run by the National Treasury, the implementation process
remains a serious challenge and requires prioritisation by the leadership
and executive authority responsible for this joint project. The Department of
Public Service and Administration (DPSA) still needs to formalise initiatives
in the areas of monitoring the successful implementation of HR requirements
and an IT governance framework.

The executive authorities and oversight structures have committed to quarterly
moniforing and evaluation of the sfatus of the key controls and commitments
in order to achieve sustainable clean audit outcomes. At a minimum, this
will require the commitment of an hour once every Q0 days of the executive
authority, followed by a briefing to the portfolio committees. Establishing
formal channels of communication and forums for communication between
audit committees, executive authorities and Parliament, together with more
effective coordination between the Standing Committee on Public Accounts
(SCOPA), and portfolio committees, will make monitoring and governance
more effective. APAC could, as is the case at provincial level, also play o
constructive role in facilitating such coordination. If these governance and
oversight structures work collectively in monitoring internal controls on a
quarterly basis, this will place the national governance on a higher level
and it will contribute greatly fo sustainable, positive outcomes.

The leadership of the AGSA will continue, as part of ifs contribution fowards
clean administration, to enhance ifs visibility and thereby provide proactive
insights on the root causes on the status of internal controls. These engagements
will also include timely feedback and inputs into the adequacy of the guidance
provided by coordinating role players, such as the National Treasury.

In this centenary year of the AGSA, | wish to thank the audit teams from my
office and the audit firms that assisted for their diligent efforts towards fulfilling
our constitutional mandate and the manner in which they continue to strengthen
cooperation with the leadership of the national portfolio. It is particularly
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pleasing to note that both audit groups have understood that, in addition to
producing audit opinions and findings, our purpose is to provide useful and
relevant information and insights that promote oversight and accountability in
government, thereby strengthening public confidence in our democracy.

Aviikor- Geveral

Auditor-General
Pretoria
December 2011




SECTION 2: AUDIT OUTCOMES

The national government comprises 40 departments (including the National
Treasury Consolidation) and 276 public entities. This report presents the
2010-11 audit outcomes of audits performed by the AGSA as well as
those performed by auditors from the private sector. The audits performed
by auditors from the private sector are those the AGSA had opted not to
perform but that still had oversight processes in place in order fo include the
audit outcomes in this report.

2.1 Audit opinions on financial statements

The audits of 39 departments and 272 public entities were finalised by

15 September 2011, which represents the cutoff date for inclusion of the
audit outcomes in this general report. The audits of the National Treasury
Consolidation and four public entities had not been finalised by this date,
as depicted in table 5 below. The audit outcomes for the 2010-11 financial
year and those of the previous year are presented in fable 1 below.
Annexure 1 to this report lists the departments and public entities together
with their 2010-11 audit outcomes and those of the previous financial year.
Further analysis of the movements and frends is also included in this section.

1 The audit outcomes of those audits not conducted by the AGSA are only included in tables 1, 3, 4, 5, 6, 8 and 9.
Furthermore, figures 2, 4, 5,7, 11, 12 and 14 include an analysis of the audits not conducted by the AGSA.

Table 1: Summary of audit outcomes

" Audits not conducted

Audits conducted by the AGSA by the AGSA
Departments*

| 2010-11 | 2009-10 [ 2010-11 | 2009-10 2009-10

Financially unqualified with

finc.iing.]s on prederermine.d 2 18 119 20 18 1
objectives and/or compliance
with laws and regulations

Financially unqualified financial 74% 6% 92% 39% 1% 98%
statements

Qualified opinion

Audit outcomes

Financially unqualified with
no findings on predetermined
objectives or compliance with
laws and regulations

—

Disclaimer of opinion

Financially qualified financial statements 26% 34% 8% 11% 9%

Total number of audits reported on
Number of audit reports not issved by

25 August 2011

Total number of audits “

Total number of auditees in which findings arose from the AGSA’s other legal reporting responsibilities:

Predetermined objectives findings 0 7 7 33 6 9
only
Compliance with laws and 8 4 54 19 10 3

regulations findings only

Findings on both predetermined
objectives and compliance with 28 19 76 62 6 7
laws and regulations

* Including Parliament and National Treasury Consolidation ** Including trading and other types of entities

Financial statements of departments and public entities that were financially
qualified contained material misstatements that caused the financial
statements not fo fairly present the financial position as at 31 March 2011
or the financial performance for the year then ended in respect of one or
more areas. An adverse opinion was issued where the materially misstated
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areas impact a large part of the financial statements. Financial statements Figure 2: Audit outcomes of public entities — Current year versus prior year
were disclaimed when the information or documentation required by the
auditors was not provided fo enable the auditor to reach an opinion on the
financial statements submitted for auditing.

201 00% = 272 2009-10: 100% = 266

Figures 1 to 4 provide additional sfafistics relating to the three facets of

audit outcomes, namely (i) audit opinions on financial statements; s3% s
(ii) findings on predefermined objectives; and (i) departments and public o e
0
entities” compliance with laws and regulations. a0%
24% 25
. . . _ . 13%
Figure 1: Audit outcomes of departments — Current year versus prior year % 7% o 5 | Is% I |
o r— :
S i EL B HR0SED Financially Financially Qualified Disclaimer/ Predetermined Compliance Findings on both
unqualified with | unqualified with Adverse objective findings| findings only predetermined
no findings findings only objectives and
compliance
72% Audit opinions Other legal reporting responsibilities
67%
54%
4 34% . . . . .. . .
Figures 3 and 4 depict findings arising from the audit of reporting on
23% . T ) ) . . . \
- predefermined objectives and compliance with laws and regulations for
% o » ‘ I departments and entities, respectively.
Financially Financially Qualified Disclaimer/ Predetérmined Compliance Findings on both
unqualified with | unqualified with Adverse objective findings| findings only predetermined
no findings findings only objectives and
compliance
Audit opinions Other legal reporting responsibilities

* In this report, ‘with findings’ or ‘with no findings’ refers to findings on predetermined objectives and/or compliance
with laws and regulations

The extent to which the audit outcomes of public entities have changed
compared to the previous financial year is depicted in figure 2 below.
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Figure 3: Departments with findings on predetermined objectives and/or
compliance with laws and regulations

10

8 (80%)

2 (20%)

29

3 (10%)

20 (69%)

6 (21%)

Financially qualified with findings

Financially unqualified with or with no
findings

¥ No findings

®Findings on both
predetermined
objectives and
compliance

®Findings on
compliance with
laws and
regulations only

“Findings on
predetermined
objectives only

Figure 4: Public entities with findings on predetermined objectives and/or
compliance with laws and regulations

22

17 (77%)

5 (23%)

113 (45%)

65 (26%)

59 (24%)

13 (5%)

Financially qualified with findings

Financially unqualified with or with no
findings

¥No findings

®Findings on both
predetermined
objectives and
compliance

®Findings on
compliance with
laws and
regulations only

“Findings on
predetermined
objectives only

Findings on predetermined obijectives are broadly analysed in section 2.3,
while an overview of auditees’ compliance with laws and regulations is
presented in section 2.4 of this report.

2.1.1 Three-year history of audit outcomes for the departments and
public entities

The audit outcomes for the departments and public entities over the past
three years are depicted below.

Figure 5: Three-year audit outcomes for the departments and public
entities

Departments

2010-11 2009-10 2008-09

®Financially unqualified with no findings “Financially unqualified with findings W Qualified/ Adverse/ Disclaimer
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Public entities Movement in audit outcome over 2009-10 — Departments

Prior year

opinion

Audit opinion | Improvement | Unchanged Regressed d L2 e e on audits
epartments .

outstanding

”‘

Disclaimer/
Adverse

EETEEEE 2 S

2010-11 2009-10 2008-09
Table 3: Movements in audit outcomes of public entities
“Financially unqualified with no findings IFinancially unqualified with findings ~ ®Qualified/ Adverse/ Disclaimer Movement in audit outcome over 2009-10 — Public entities
Prior year
2.1.2 Improvements and regressions In audit opinions on financial e New Total reported | °PiMion
. Audit opinion | Improvement | Unchanged Regressed d on audits
statements for the year under review epartments on outstanding
6
Tables 2 and 3 depict the movements in audit opinions for departments and Financially
. o . SRR . unqualified
public entities, respectively. Highlights of audit outcomes for the year under L
review are presented thereafter. no findings

Financially
unqualified

Table 2: Movements in audit outcomes of departments
with findings

Movement in audit outcome over 2009-10 — Departments

Prior year
opinion
Audit opinion | Improvement | Unchanged Regressed d 20 il on audits
epartments on :
outstanding
2010-11

Financially
unqualified
with
no findings

Qualified

Disclaimer/
Adverse

E:;tlﬁ:ﬁ!ﬁ Highlights and major trends in audit opinions on the financial statements for

with findings the year under review, with comparisons to the previous financial year, are
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presenfed below. Annexure 1 fo this report lists the auditees together with
their 2010-11 audit outcomes and those of the previous financial year.

Overall trends

Four [10%) departments improved on their 2009-10 audit outcomes, six
[15%) regressed and 21 (54%) remained unchanged

Thirty (11%) public entities improved on their 2009-10 audit outcomes, 55
(20%) regressed and 179 [66%) remained unchanged.

Financially unqualified
audit opinions with no
findings

(Clean audit outcomes)

One department, namely Public Enterprises, maintained its clean audit
outcome, while one department, Science and Technology, achieved an
improved audit oufcome compared to prior year's financially unqualified
with findings. The Department of Environmental Affairs admirably
achieved a clean outcome in its first year of establishment (2009-10: five
departments).

In total 104 (38%) (2009-10: 140) public entities managed to improve or
retain their status of unqualified with no findings on either reporting against
predetermined objectives or compliance with laws and regulations. A full
list of these entities can be found in annexure 1.

These departments and enfities were able to attain clean audit outcomes
which are sustainable due fo having accounting officers or accounting
authorities who take full accountability for dealing with identified control
deficiencies and implementing appropriate action plans to address audit
findings.

Wellestablished and effective controls as well as skilled and effective
governance structures are in place at these entities.

Disclaimed, adverse or
qualified audit opinions

One (3%) (2009-10: nil) department received a disclaimed audit opinion,
which marks a regression from the prior year.

Nine (23%) (2009-10: 12) departments received financially qualified
financial audit opinions, which marks an improvement on this percentage
for the prior year.

Three [1%) (2009-10: three) public entities received adverse audit opinions
and four (1,5%) (2009-10: five) public entities received disclaimed audit
opinions, which marks an improvement in this category on the percentage
for the prior year.

Fifteen (6%) (2009-10: 26) public entities received financially qualified
audit opinions which marks an improvement on this percentage from the
prior year.

No further progress
towards clean
administration

Twenty-nine (74%) (2009-10: 66%) departments had financially unqualified
audit opinions but 26 (90%) (2009-10: 83%) of these departments

had findings on either reporting against predetermined objectives or
compliance with laws and regulations, which prevented the department
from achieving the clean audit status.

Similarly, 250 (92%) (2009-10: 93%) public entities had financially
unqualified audit opinions but of these 137 (55%) (2009-10: 22%)

had findings on either reporting against predefermined objectives or
compliance with laws and regulations, which prevented them from
achieving the clean audit status.

An analysis of the matters preventing these departments and public entities
from progressing tfo the clean audit status is provided in sections 2.2 to 2.4
below.

Notable improvements

Three of the five (60%) departments that achieved an improved audit
outcome moved from financially qualified to financial unqualified audit
opinions. These departments are Communications, Home Affairs and
Labour.

Twelve out of the 30 (40%) public entities improved from financially
qualified to financial unqualified audit opinions.

One (4%) of the public entities, namely Sheltered Employment Factories,
improved from an adverse opinion fo a qualified audit opinion. At the
South African Social Security Agency [SASSA| the audit opinion improved
from a disclaimer to an unqualified audit opinion with findings.

Regressions

The Department of Public Works (one of the five departments which
regressed) moved from a financially qualified audit opinion to a disclaimer.
Three of the 55 (5%) public entities that regressed moved from financially
qualified to adverse/disclaimed audit opinions.

The improvements, regressions and unchanged audit outcomes analysed
above produced the results as reflected in table 4 for the national clusters of

government.
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Table 4: Salient aspects of audit outcomes per cluster

Cluster National department

P 8 s = e Arts and Culture
E 2| o2 w = S = ® Basic Education
EsE| 52| & g €5| 8¢ * Health
SH | =2 = s =9 || =& . . ) ) -
SE| B2 8 = 82| 3% Social services e Higher Education and Training
SE|EE| = 8 £8| %% * Labour
S 5 E % S E &= s = X
£ | * B a £ eE| ST e Social Development

o . .
S s -§ 3 = e Sport and Recreation South Africa

o Correctional Services
Retained/progressed to financially -n-n-n 16 : . o Dofence
unqualified with no findings Ju:‘t’li:e and protection « Independent Complains Directorate
Financially unqualified with findings 14 19 68 8 163 service e Justice and Constitutional Development
201011 e Police
Increase in number qualified --- - e Agriculture, Foresfry and Fisheries
Repeat qualified “---- e Communications
Increase in number disclaimers/adverse | 2 | - - ° ECO”OWC Development
L]
Repeotdlsclalmers/odverse . Eg\?irg)ynmemol Affairs
““““mnm Comoniserekemd || © Humon Seflemens
Audlis outstanding 2010-11 infrastructure ® Minerals Resources
e Rural Development and Land Reform
. . e Sci d Technol
These clusters are made up of the following departments and their related Ve e Eeneedy
8 pUb“C enfifies. e Trade and Industry
e Transport
* Water Affairs
Cluster National department
e Cooperative Governance and Traditional Affairs Kev highliah d f h d highliahted
e Home Affairs ey highlights ana areas of concern at these departments are hignlighte
* International Relations and Cooperation below and elaborated on Throughout this report.
Central government and o Parliament
administration o Public Works C | d admin ‘
* Women, Children and People with Disabilities enfral government and administration
e The Presidency
. SIOVSWTST”' Communicafion and Information Sysiem The Department of Cooperative Governance and Traditional Affairs
® National Treasury [ . . T
Financial and e Public Administration and leadership Academy (PALAMA) (CoGTA) rggressed frpm an UanO|lf|?d opmion W”h .flndmg.s .Oﬂ
administrative services || © PUblic Enferprises predetermined objectives and compliance to a qualified opinion due
* Public Service and Administration fo incomplefe disclosure in the financial misstatements of its irregular
e Public Service Commission di . d
e Statistics South Africa expenditure incurred.

The Department of Home Affairs received an unqualified financial opinion
for the first time in 16 years. It is commendable to see how a department,
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which has had multiple disclaimer of audit opinions in the past, has
managed fo furnaround a few sfeps closer fo achieving the clean audit
status. This is a further example that shows committed leadership that sets
themselves a goal of working towards clean administration is achievable in
the public sector.

The Department of International Relations and Cooperation regressed from
unqualified with no findings to unqualified with findings on predetermined
objectives due to lack of oversight responsibility on reporting and
compliance with laws and regulations and internal control exercised by the
accounting officer and delegated leadership.

Parliament regressed as a result of a finding on compliance in the current
year due to uncompetifive procurement processes.

The audit outcome of the Department of Public Works regressed from a
qualified opinion in 2009-10 to a disclaimer in 2010-11. This is due fo
the department not yet having implemented adequate and effective infernal
confrols in the areas of leadership, financial and performance management
or governance. The instability in leadership contributed to the lack of
oversight during the year under review. The audit process and initiatives

fo address the negative audit outcomes received in the recent past are not
being prioritised fo the extent necessary by the department.

The Department of Women, Children and People with Disabilities, which
is a newly created department subjected to audit for the first time, received
an unqualified opinion with findings on predetermined objectives and
compliance.

The Presidency refained its unqualified opinion with findings on
predefermined objectives and compliance.

Financial and administrative services

The Government Communication and Information System retained

its unqualified opinion. The previous year's findings on predetermined
objectives have been partially addressed and did not meet the audit criteria
for rereporting; however, new non-compliance findings were identified
during the current year.

The National Treasury received an unqualified opinion with findings
on predetermined obijectfives and compliance, which means that it had
regressed in the area of predetermined obijectives although the resultant
overall opinion is consistent with the prior year.

PALAMA received a financially unqualified audit opinion which represents

an unchanged audit outcome from 2009-10. While there are still non-

compliance matters which could have been avoided easily such as

submitting financial statements to the AGSA for audit which are free from

material mistakes, which need attention by the leadership of the department, 9
PALAMA has managed to address all its previously reported audit findings

on the reported predefermined objectives leaving it with a clean audit

outcome on the predefermined objectives.

The Department of Public Enterprises has achieved a remarkable accolade
of sustaining a clean administration by again receiving a financially
unqualified opinion with no findings on predetermined objectives and
compliance with laws and regulations.

Although the Department of Public Service and Administration received a
financially unqualified opinion, it is regreffable that a number of weaknesses
still remained within the reported predetermined objectives and compliance
with laws and regulations, which effectively prevented the department from
achieving a clean audit outcome. The findings on predetermined objectives
ranged from weaknesses on the consistency, measurability and reliability

of the reported predefermined obijectives. Secondly, the non-compliance
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with laws and regulations was reported due to financial statements that
were submitted fo the AGSA for audit but were not free from material
misstatements which were identified during the audit.

The Public Service Commission remained unqualified with findings on
compliance as in the prior year.

Statistics South Africa regressed fo an unqualified opinion with findings on
compliance as opposed to no findings in the previous year. This was due to
repeated corrections which had to be made fo the financial statements. The
AGSA adopted a firmer stance in the current year in reporting it as non-
compliance with the Public Finance Management Act, 1999 (Act No. 1 of
1999) (PFMA).

Social services

The Department of Arts and Culture retained its unqualified opinion with
findings on predetermined objectfives and compliance.

The Department of Basic Education, one of the newly created departments
(from splitting the old Department of Education), received a financially
unqualified opinion with findings on predefermined objectives and
compliance with rules and regulations.

The National Department of Health (NDoH) regressed from an unqualified
opinion with findings on predetermined objectives and compliance fo a
qualified opinion due fo financial misstatements in assets.

The Department of Higher Education and Training, another newly created
department (from splitting the old Department of Education), received a
financially unqualified opinion with findings on predetermined objectives
and compliance with rules and regulations.
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The Department of Labour improved its audit outcome in 2010-11 to a
financially unqualified opinion with findings on predetermined objectives
and compliance with rules and regulations. This was due to commitment

of the leadership to address and respond to the prior year findings. Even
though findings were reported on predetermined objectives, improvement in
this area was noted.

The Department of Social Development (DSD) remained unchanged

at a qualified opinion with findings on predetermined objectives and
compliance. However, there was a marked improvement (R891 million
compared to R10,5 billion) in the qualification due fo efforts made by the
department and SASSA.

The Department of Sport and Recreation remained unchanged at
unqualified with findings on predefermined objectives and compliance.

|ustice and protection service

The audit outcome of the Department of Correctional Services remained
unchanged af qualified with findings on predefermined objectives and
compliance findings.

The Department of Defence remained unchanged at a qualified opinion.
The department had no findings on predetermined objectives in the current
year.

The Independent Complaints Directorate remained unqualified with findings
on predetermined objectives and compliance.

The audit outcome of the Department of Justice and Constitutional
Development remained unchanged at qualified with findings on
predefermined objectives and compliance.




The audit outcome of the Department of Police remained unchanged at
unqualified with findings on predetermined objectives and compliance.

Economic service and infrastructure

The outcome of the Department of Agriculture, Forestry and Fisheries
remained unchanged with a financially unqualified opinion, and findings on
predefermined objectives and compliance with rules and regulations.

The Department of Communications managed to improve its audit

outcome from qualified to unqualified with findings on compliance and
predefermined objectives due to management’s cooperation during the audit
process.

The Department of Economic Development, a new department established
during the 2010-11 financial year, received an unqualified opinion with
findings on compliance.

The Department of Energy, which previously formed part of the Department
of Minerals and Energy in 2009-10, received a financially unqualified
opinion which is a remarkable achievement seeing that 2010-11 was the
first year in which the department became operational. There are however
still weaknesses that were reported on the department’s predetermined
objectives and compliance with laws and regulations, which could be
resolved with the necessary inferventions from the oversight and the
department’s leadership.

The movement in the number of departments resulted partly from the
Department of Environmental Affairs and Tourism being split info the
Department of Environmental Affairs (DEA), which achieved a clean
audit, and the National Department of Tourism (NDT) which obtained an
unqualified opinion with findings on compliance.

The Department of Human Settlements remained unchanged at unqualified
with findings on predetermined objectives and compliance. The main
concern related fo the establishment of an adequate system for collecting,
collating and maintaining PDO information to ensure that reported
information is adequately supported and substantiated. An adequate
process should also be implemented fo ensure proper review and
monitoring of compliance with laws and regulations, particularly on SCM
regulations and financial statement preparation.

The Department of Mineral Resources, which previously formed part of the
Department of Minerals and Energy in 2009-10, received a financially
qualified opinion with no findings on predetermined objectives but with
findings on non-compliance with laws and regulations. The financial
qualification items stemmed from the prior year and could not be adequately
resolved by the department in the 2010-11 financial year although
substantial progress has been made fo resolve the issues which caused the
financial qualification.

The outcome of the Department of Rural Development and Land Reform
remained unchanged at a financially qualified opinion with findings on
predetermined objectives and compliance with rules and regulations.
The department embarked on an extensive exercise to ensure accuracy
and completeness of the department's immovable asset register. It is
clear however that further work and interventions are necessary before
completeness of the asset register can be achieved.

The Department of Science and Technology improved its audit outcome in
2010-11 to unqualified with no matters, therefore a clean audit outcome.
This was due to a strong and sustainable control environment at the
department and management responding to audit findings quickly and
effectively.
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The Department of Trade and Industry remained unchanged at unqualified
with findings on predetermined objectives and compliance, despite having
an audit action plan.

The Department of Transport received an unqualified audit opinion with
findings on predefermined objectives and compliance matters which is
consistent with 2009-10, except that no compliance findings were raised in
the prior year.

The outcome of the Department of Water Affairs remained unchanged at a
qualified opinion.

2.1.3 Timeliness of the submission and auditing of financial
statements

Departments and public entities are required by the PFMA to submit their
financial statements for auditing by 31 May annually. The AGSA is required
fo complete an audit within two months of receipt of the financial statements.
Only two out of the 316 auditees were sill not able to meet the legislative
requirement of timely submission.

Table 5 below provides defails of audits that had not been finalised by the
cutoff date of this general report.

Table 5: Audits not finalised by general report cut-off date

Reason for audit outstanding or not
finalised at general report cut-off date
Financial Audit still

statements in progress

not yet due to other
received reasons

B 31Ot 11
_ unknown

Latest
financial
year audit
finalised

Expected
date of
finalisation

Auditee Late receipt
of financial

statements

National Consolidation
Special Defence Account

Third Party Funds 200708 | | unknown
Compensation Commissioner for
Occupational Diseases (CCOD) 89200 - unknown
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These outcomes are not included in the trend analyses or comparisons
presented in this general report. Thubelisha Homes is also not included, due
fo information not received in time for inclusion in this report.

Reasons include extensions granted at the discrefion of the accountant-
general affer deliberations with the executive authorities fo combine readily
available supporting documentation for auditing. Some entities prepared
annual financial statements using the incorrect basis of accounting. These
annual financial statements were then withdrawn, after which they were
prepared on the correct basis and resubmitted.

2.1.4 Outcomes of audits finalised after the cut-off date of the
2010-11 general report

By the date of this report, the audits of the national consolidation and

four public entities with yearends of 31 March 2011 had not yef been
finalised. Their outcomes for 2009-10 and 2010-11 |(if available) are
reflected in the table below. The audit outcomes for entities with yearends
after 31 March 2011 are included below for 2009-10 and 2010-11, if

available.

Table 6: Outcomes of audits finalised after the general report cut-off date

n ) Audit opinion Audit opinion

National Consolidation 31 March Qualified Qualified

R o Ey—" 31 March Autlii’t not finalised at Finqnlciolly L{nqyolified
egislated date with no findings
) - Audit not finalised due
Compensation Commissioner for —
o X : 31 March  to financial statements Adverse
ccupational Diseases (CCOD) .
not submitted
Audit not performed due Audit not performed due
Third Party Fund 31 March o financial statements  to financial statements
not submitted not submitted
Financially unqualified  ETETISTelNATCTTe] fiTsr
Amatola Water Board 30 June LR . ot
with findings with no findings

Bloem Water Board

Financially unqualified | Financially unqualified
0 with no findings with no findings




n ) Audit opinion Audit opinion

Botshelo Water Board
Bushbuckridge Water Board
Lepelle Water Board
Namaqua Water Board
Magalies Water Board
Mhlathuze Water Board
Overberg Water Board
Pelladrift Water Board
Rand Water Board
Sedibeng Water Board
Umgeni Water Board

King George V Fund

Associated Institutions Pension
Fund

Temporary Employees Pension
Fund

World Bank Donor Fund

Norway Donor Fund

Audit not finalised at

30 June ezl di Disclaimer
30 June Auclzli’r r](l)t finalised at Qualified
egislated date
Financially unqualified ~ Financially unqualified
0l with findings with findings
Audit not finalised ot [EETCTtelel VAT te[TelHitYe|
OJ legislated date with no findings
30 June Audit not finalised at Qualified

legislated date

30 June Finan.ciolly l{nqpulified
with no findings

Financially unqualified  Financially unqualified
ol with findings with findings

Financially unqualified | Financially unqualified
SO with no findings with no findings

Financially unqualified | Financially unqualified
0 with no findings with no findings

30 June Audit not finalised at  Financially unqualified
v legislated date with findings

Financially unqualified | Financially unqualified
SO with no findings with no findings

Financially unqualified | Financially unqualified
0 with no findings with no findings

30 June Audit not finalised - no  Audit not finalised — no
legislative deadline legislative deadline

Financially unqualified
with findings

30 June Audit not finalised - no  Audit not finalised — no
legislative deadline legislative deadline

31 Jul Financially unqualified | Financially unqualified
Y with no findings with no findings

31 Jul Financially unqualified | Financially unqualified
e with no findings with no findings

Matters relating to financial management presented in this analysis include
the progress (or lack thereof) by departments and entities in addressing
prior year financial statement qualification findings and material errors and
omissions in financial statements submitted for auditing.

2.2 Findings arising from the audit of financial management,
including defects in financial statements

2.2.1 Auditees’ progress in addressing prior year financial
statement qualifications

Of the audits complefed at 15 September 2011, three of the 12
departments (25%) had addressed all their 2009-10 qualification findings
in order for their 2009-10 financial statements to be financially unqualified.
The corresponding progress made by public entities is 12 out of 29 [59%).
Nine of the auditees were not successful in addressing any of their

2009-10 qualification findings.

Figures 6 and 7 depict those financial statement areas aftracting
qualification findings at departments and public entities, respectively.

Figure é: Transversal financial statement qualification areas — Departments

64%
60%
50%
40%

9 9
30% 30% 27%

18% 18%
10% 10% 9% 9%

0%

2010-11|2009-10|2010-11|2009-10 | 2010-11| 2009-10 | 2010-11| 2009-10 | 2010-11 | 2009-10 | 2010-11 | 2009-10 | 2010-11 | 2009-10

Capital assets | Current Assets Liabilities Other disclosure Revenue Expenditure Unauthorised,
items irregular, and
fruitless and

wasteful

expenditure
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Figure 7: Transversal financial statement qualification areas — Public entities

55%
48%
45% 45%
a1%  41% 1%
36%

52% 52%

34%

27% 27%

18%

2010-112009-10 | 2010-11 | 2009-10 | 2010-11 | 2009-10 | 2010-11 | 2009-10 | 2010-11 | 2009-10 | 2010-11 | 2009-10 | 2010-11 | 2009-10

Other disclosure Revenue Expenditure Irregular and

items fruitless and
wasteful

expenditure

Capital assets | Current assets Liabilities

Tables 7 and 8 depict the movements in the financial statement qualification
areas.

Table 7: Progress made by departments in addressing financial statement
qualification findings

Audit Movement in addressing 2009-10 financial statement qualification findings
udi

opinion | Capital | Current
2010-11 | qssets | assets

Department
oparimen Liabilities | disclosure | Revenue | Expenditure | UIF*

Communications  Unqualified Addressed
Home Affairs Unqualified SEGHIERTS
Labour Unqualified BEGHIERTS

Correctional

Servi Quolified  WEEL e

ervices

Defence Qualified

Justice and

Constitutional Qualified Addressed | Repeat** | Repeat™* Repeat**
Development

seelel Qualified Repeut

Development
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Audit Movement in addressing 2009-10 financial statement qualification findings
udi

opinion | Capital | Current
2010-11 | assets | assets

Qualified Repeul

Qualified New

Department

Linbilities | disclosure | Revenve | Expenditure |  UIF*

Water Affairs

Cooperative
Governance
and Traditional
Affairs

Department of
Health
Department

of Rural
Development

Qualified New

Qualified

Qualified New New New New New

Disclaimer New New

* Unauthorised, irregular as well as fruitless and wasteful expenditure
* Denotes area also qualified in years prior to 2009-10, i.e. qualification not addressed for three years or longer

Department
of Mineral
Resources

Department of

Public Works

The Department of Health moved to new buildings which required them

fo reconstruct the asset register. Deficiencies in the asset register were
highlighted during the interim audit and discussed with the minister, director-
general (DG) and acfing chief financial officer (CFO).

Although management had prepared an action plan to address the asset
issues, it was found on evaluation by the auditors not to be appropriate.
This was brought to the affention of management early in the year. A service
provider was appointed but it was too late to avoid a qualification in this
area.

Action plans to address prior year qualification matters at the Department
of Water Affairs were not adequately implemented and monitored. There
is instability in the leadership of the organisation due to a number of
suspensions and dismissals in key leadership positions (DG, deputy director-




general (DDG), CFO, chief information officer (CIO)). The structure of the
department is inadequate and does not support the department in achieving
its mandate. There is an overall skills shortage at the department and the
current control and reporting system as well as the IT network is inadequate.
Proper record keeping is not implemented to ensure that accurate, complete
and relevant information is available to support financial reporting.

Accounting for immovable assefs, complefeness of irregular expenditure
and poor record keeping remain of major concern at the Department of
Public Works. Documentation that was seized as a result of an investigation
info procurement at the department resulted in a limitation of scope on
expenditure (goods and services as well as capital expenditure) and certain
disclosure notes. Adequate progress has not been made to ensure that the
department has an asset register for immovable assets that is complete,
accurate and accounts for assets at the correct value. Key reconciliations in
this regard between the department, the Department of Rural Development
and the nine provinces have not been performed.

The Department of Public Works has made no progress in addressing
financial statement qualifications. The audit action plan to resolve 2009-
10 qualifications had been requested at the start of the 2010-11 audit
but was only received two months later. A review of the action plan
revealed significant shortcomings which were immediately communicated
fo management and those charged with governance. Concerns regarding
the lack of progress in respect of implementation were communicated
throughout the audit.

The non-submission of financial statements by third party funds since
2008-09 resulted in repeat qualifications for the Department of Justice
and Constitutional Development. A service provider was appointed in
November 2010 fo assist the department in drafting reliable financial
statements which, in time to come, would resolve these qualifications.

Despite an immense effort by the Department of Rural Development and
Land Reform during the past year to deal with the complefeness of the
immovable asset register, the department sfill faced a qualification in this
area. The key challenge at yearend related to land bought, although there
were challenges in other areas as well. While the minister has taken steps
fo better capacitate and structure the division dealing with service delivery,
there is nof yet a strong, effective and efficient control system to deal with
this area of work. Quarterly key control review discussions have been
constructive throughout and remained instrumental in our understanding

of the business of the department and the risks associated with its service
delivery. In an attempt to keep the project on immovable assets (NT, DPW
and DRDIR) going, a workshop was arranged on this topic, but poor
attendance severely hampered the success of this initiative.

The Department of Defence had no integrated systems for asset
management and the assets were not valued in accordance with the
accounting framework. There was a lack of improved or updated

policies and procedures for capital assets. Personnel were not aware of
reporting requirements or were not adequately skilled. No dedicated asset
management team was in place fo ensure monitoring and reporting fo
management.

The repeat qualification for the Department of Correctional Services was
due to non-cash additions in assefs being materially overstated by infernal
fransfers between departmental stores. Logis could not accommodate
internal transfers between various centres within the department, resulting in
a duplication of asset disposals and additions. The department was unable
to identify the duplicated transactions, which resulted in an overstatement
of the asset disposals and additions disclosed in the annual financial
statements. VWe recommended that the department consult with the National
Treasury as the matter relates to the Logis system. The department has
engaged with the National Treasury and the outcome is sfill pending. In
the meantime, a template has been sent to regions to be used in identifying
and quantifying all non-cash additions and disposals to determine the
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extent of the misstatement and effect the necessary adjustment. The template
has been used since April. At this stage intersfore transfers have been
restricted. In the past the qualification related to the valuation of assets and
the existence and completeness of the asset register. For the current year

the asset register was in place and found to be adequate; however, the
qualification for the current year related to the disclosure nofes for asset
additions and asset disposals that were duplicated due to weaknesses in
the Logis system.

The Department of Social Development’s audit opinion was the same as

for the 2009-10 audit cycle; however, there was a marked improvement

as the estimated error decreased to R891 million from R10,5 billion in

the previous year. This improvement can be attributed to the efforts made

by both the DSD and SASSA. The DSD's audit report is influenced by the
actions of SASSA, its operational agent. It was nofed in the past 2010-11
audit cycle that there was an improvement in grant administration and the
business processes at SASSA as new processes were implemented and new
management was appointed by SASSA. Structures were implemented by
the DSD to ensure that they enable oversight of the functions of SASSA.

At the Department of Mineral Resources the qualification on revenue and
related balances was due to the lack of an adequate debtor management
system. Errors arose as a result of inaccurate recording of amounts due
from debtors and payments received from debtors. In addition to regular
key control reviews, interventions during the year included discussions with
the CFO and audit committee regarding the implementation of a system fo
adequately manage debtors’ balances and the need for internal audit to
verify the adequacy of confrols implemented to address the qualification of
the previous year. The department has, however, made substantial progress
in addressing qualifications from 2009-10 to 2010-11. The engagements
the AGSA subsequently had with the minister confirmed that the
recommendations made during the audit process were being implemented.
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Table 8: Progress made by public entities in addressing financial statement
qualifications

Movement in addressing 2009-10 financial statement qualifications

Audit oth

nr . er

°P'"'_°" Capital | - Current Liabilities | disclosure | Revenve | Expenditure |  UIF*
2010-11 | assets | assets |1ems

Addressed

Public entity

National
Prosecuting

Authority

Energy Sector
Education

and Training
Authority
Independent
Electoral
Commission
National Student
Financial Aid
Scheme

Unqualified Addressed Addressed

Addressed

Addressed

Unqualified Addressed

Discaimer  BGIEST

Addressed

Performing Arts
Centre of the
Free State

Unqualified Addressed | Addressed

Performing
Arts Centre of
the Free State
trading as
MACUFE
Public Security
Industry
Regulatory
Authority
Robben Island
Museum, Cape
Town

South African
Micro-Finance
Apex Fund
South African
Social Security
Agency (SASSA)
Commission on

Gender Equality

Unqualified Addressed

Unqualified Addressed

Unqualified

Unqualified

U"quuliﬁed

Unqualified

Addressed




Public entity

Sentech Limited

Public Service
Sector Education
and Training

Authority (PSETA)

Road Traffic
Infringement
Agency

Water Trading
Account
Property
Management
Trading Entity
Road Traffic
Management
Corporation
National Arts
Council of South
Africa
Technology
Innovation
Agency
Sheltered
Employment
Factories
Compensation
Fund
Cross-Border
Road Transport
Agency

Die Afrikaanse
Taalmuseum
Ingonyama Trust
Board

Office of the

Pension Funds
Adjudicator

Current
assets

Addressed | Repeat™

Movement in addressing 2009-10 financial statement qualifications

New

Addressed

New New

New

Liabilities | disclosure

Audit Movement in addressing 2009-10 financial statement qualifications
udi
Public entit ini f
ublic entity 2%!’1“6'_"1"] i:g:::l c::::"; " | Liabilities | disclosure | Revenve Expenditure | UIF*

Independent
Communications
Authority of
South Africa

Boxing South
Africa

Companies

and Intellectual

Property

Commission Qualified New New
(Previously

known as

CIPRO)

South Africa
Heritage
Resources
Agency
Broadband
Infraco (Pty) Ltd
South African
Broadcasting Qualified New
Corporation

South African

Qualified New Repeat* Repeat Repeat New

Qualified New

Qualified New New

Qualified New

Express (Pty) Qualified New

Limited

Services SETA Qualified New
Onderstepoort

Biological Qualifed New New

Products (Pty) Ltd

* Unauthorised, iregular as well as fruifless and wasteful expenditure
** Denotes area also qualified in years prior to 2009-10, i.e. qualification not addressed for three years or longer
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2.2.2 Andlysis of areas in financial statements containing material
misstatements

Several material misstatements were corrected during the audit process. An
analysis of corrected and uncorrected misstatements is presented below:

Figure 8: Areas of material misstatements in financial statements (corrected
and uncorrected)

Public entities: 100% = 225

Departments: 100% = 39

72%

o

5%
Public
entities

Public
entities

Public
entities

Public
entities

Public
entities

Departments Departments Departments Departments Departments

Capital assets Current assets Revenue Unauthorised, irregular, and!

fruitless and wasteful
expenditure

Other disclosure items ‘

®No material 1ent: L 1ts corrected during the audit ®Qualifications

Uncorrected material misstatements (errors) in financial statements attract
modified audit opinions, which are outlined in section 2.2.3, while the
incidence of material misstatements corrected by management during the
audit is analysed in section 2.2.5 of this report.

2.2.3 Material misstatements in financial statements submitted for
audiﬁng

The PFMA directs that departments and public entities submit for auditing
annual financial statements that fairly present their state of affairs and their
financial position as af the end of the financial year. Financial statements
submitted for auditing are therefore required to be free from material
misstatements (that is, contain no material errors or omissions).
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Several departments and entities submitted financial statements of a poor
quality which had to be materially adjusted during the audit process.
Auditees had significant deficiencies in the design and implementation of
infernal control in respect of financial reporting, which resulted in material
corrections to the financial statements during the audit in the case of 28
departments (72%) and 103 public entities (46%). The corresponding level
of material misstatements for 2009-10 was 7 1% for departments and 46%
for public entities.

The high percentage of material corrections is an indication that processes
for recording financial information and disclosing it in the financial
statements and the controls governing these processes was not effective
throughout the financial year and this had the effect that there had to be a
significant effort af yearend fo avoid qualifications.

The figure below indicates the extent of material misstatements in

the financial statements submitted for auditing, some of which were
subsequently corrected by management as a result of audit findings. VWhere
material misstatements were not corrected, the financial statements were
qualified.

Figure 9: Material misstatements in financial statements submitted for
auditing

Departments (39)

Public entities (225)

None correcte No material
1% > . misstatements
. - 54%

No material
misstatements
23%




The following table provides a summary of the areas of misstatements, the
most common findings on missfatements and recommendations on the way
forward.

Qualification areas and
material corrections

Actual audit findings

Recommendations and way forward

Qualification areas and
material corrections

Actual audit findings

Recommendations and way forward

Departments

Liabilities

® Adequate supporfing
documentation for accruals,
provisions and guarantees was not
submitted.

© Policies and procedures should be
written, implemented, monitored
and complied with in ferms of
the collection and retention of
documented information to support
the disclosure of liabilifies.

Capital assefs

® There was no or inadequate
supporting documentation to
support asset values disclosed.

® Fixed assef counts were not
performed regularly and in time
to allow for investigation and
resolution of discrepancies.

® Policies and procedures were not
updated fo provide for changes in
the reporting requirements.

® Asset registers were not mainfained
and reconciled on a monthly
basis to confirm accuracy and
completeness thereof.

© Controls surrounding proper
record keeping will have to be
implemented and/or maintained to
ensure that all assets and liabilities
disclosed are supported by
adequate source documentation.

© Monthly reconciliation of
fixed assef registers with the
general ledger will have fo be
implemented.

© Bi-annual fixed asset counts need
to be conducted to ensure that
control is maintained over assets.

© Policies and procedures need
fo be reviewed by the audit
committee and executive
management on an annual basis
to confirm that they are still in
compliance with regulations and
applicable accounting frameworks.

Disclosure items

® Inadequate system for recording
commitments of the entity therefore
complefeness of commitments not
confirmed.

® Lack of monitoring controls
surrounding contract management.

® No commitments register.

® Lack of monitoring of confingent
liabilities specifically to legal
cases.

® No contingent liabilities register fo
confirm completeness thereof.

© Implementation of pre-numbered
registers for tender allocations and
confracts approved and nof yet
approved, to provide a reliable
source of such matters to be
disclosed as commitments.

© Implementation of a register for
legal cases, where any cases
which could result in legal liability
by the department, is recorded.

© An independent reconciliation
of these registers with supporting
documentation as well as an
independent review of the register
should be performed on a monthly
basis fo identify and correct any
€ITOrs Or Omissions.

Current assets

® lack of adequate control systems
fo manage the receivables and
inventory.

® Monthly accounts receivable
reconciliation processes not being
done.

® Inadequate T accounting systems.

© Monthly reconciliation of debtor
balances will have to be enforced
fo ensure adequate confrol over
the funds receivable.

© Auditees should study and apply
the inventory management
framework (IMF) available from
the National Treasury's website in
developing adequate policies and
procedures for the management of
their inventory.

Revenue

® Inadequate systems fo ensure the
complefe recording of revenue.

® Incomplete recording of funding
received from donors.

© Implementation of proper IT billing
systems.

© Implementation of procedures
for direct depositing of funds by
donors fo ensure that all donor
funding revenue can be identified
and completely recorded.

Expenditure

@ Ineffective filing systems resulting
in inadequate or no support for
amounts in the financial statements.

© The leadership must enforce the
discipline of filing all documents
on a daily basis fo ensure that they
are properly safeguarded and
available on request.

ON THE NATIONAL AUDIT OUTCOMES



20

1

H

X

YEARS

191

1-2011

Qualification areas and
material corrections

Actual audit findings

Recommendations and way forward

Qualification areas and
material corrections

Actual audit findings

Recommendations and way forward

Unauthorised, irregular
as well as fruitless and
wasteful expenditure

® Expenditure incurred in
contravention of delegation of
approval frameworks.

® Systems not adequate fo confirm
completeness of irregular
expenditure.

® Expenditure incurred in
contravention of SCM legislation.

© Lleadership should set the tone
at the top for 100% compliance
with all regulations and policies
and procedures and not approve
deviations from these unless in
exceptional cases.

© Schedule training for staff to
ensure that they are aware of
SCM regulations and schedule up
to dafe refresher courses on new
supply chain developments during
the year.

© A register should be kept where
all occurrences of non-compliance
with SCM legislation are logged
and evaluated to determine
whether they result in irregular
expenditure or not.

Public entities

Capital assefs

® Application of changes fo
accounting esfimates and errors
relating to depreciation and
impairment of assets applied
incorrectly to capital asses.

® Fixed asset registers not maintained
to confirm completeness and
validity of capital assets.

® Impairment of assefs accounted for
incorrectly as is required in ferms of
GRAP 36: Impairment of assets.

® Residual values and useful lives of
assets not being considered on an
annual basis as is required in terms
of GRAP 16: Property, plant and

equipment.

© Ensure that staff responsible for
compilation of financial statements
have a strong and up-to-date
knowledge of GRAP, GAAP and
IFRS requirements, by appointing
staff who have acquired such
knowledge either by way of formal
studies or experience and ensuring
that these staff affend refresher
courses on these accounting
requirements on at least a yearly
basis.

© Fixed assef reconciliations should
be performed on a monthly basis
and reviewed independently.
Any errors or omissions identified
should be resolved immediately.

© Update the fixed asset policy fo
ensure that assef residual values
and useful lives are considered on
an annual basis.
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Current assets

® Systems not adequate to manage
receivables and inventory.

® Monthly debtor and inventory
reconciliations not being done.

® Inventory not stated at lower of
cost and net realisable value in
terms of applicable accounting
frameworks.

® Debtors not being correctly valued
due to impairment not being
accounted for.

© Auditees should review and update
their inventory policies to be in
line with applicable accounting
frameworks.

© Current asset reconciliations should
be performed on a monthly basis
and reviewed independently.
Any errors or omissions identified
should be resolved immediately.

Liabilities

® No supporting documentation fo
support current liabilities on the
statement of financial position.
@ Provisions not being correctly
estimated and not supported
by sufficient and appropriate
evidence.

© leadership must enforce the
discipline of filing all documents
on a daily basis o ensure that they
are properly safeguarded and
available on request.

© Management should document
their considerations and
judgements made in arriving at
esfimations for provisions. This
should be supported by readily
available documentation. These
judgements should be reviewed
independently to confirm the
reasonability thereof.

Other disclosure Items

® No supporting documentation for
commitments disclosed.

® No registers fo confirm
completeness of commitments and
legal cases [contingent liabilities).

® No register in place for relafed
parties and therefore could
not confirm completeness and
accuracy of related party
fransactions.

© Implementation of prenumbered
registers for tender allocations and
confracts approved and nof yet
approved, to provide a reliable
source of such matters fo be
disclosed as commitments.

© Implementation of a register for
legal cases, where any cases
which could result in legal liability
by the department, is recorded.

© An independent reconciliation
of these registers with supporting
documentation as well as an
independent review of the register
should be performed on a monthly
basis to identify and correct any
€I1ors Or omissions.




Qualification areas and
material corrections

Actual audit findings

Recommendations and way forward

Revenue

® No adequate confrols for the
collection of revenue.

® No supporting documentation fo
support revenue collected. This is
due to inadequate systems and
controls not being maintained on a
monthly basis.

© Implementation of a proper IT
billing system fo ensure accurate
billing and complete recording of
revenue.

© Training of staff on the use of these
systems and the procedures for
filing related documentation.

Expenditure

® No supporting documentation fo
support the expenses incurred. This
is due to inadequate systems and
controls not being maintained on a
monthly basis.

© Implementation and monitoring of
a proper filing system to ensure
that documents are available on
request.

© Establish internal controls that will
create a disciplined environment
in the work area regarding the
filing of documentation by each
individual.

Unauthorised, irregular
as well as fruitless and
wasteful (UIF)

® Systems not adequate fo confirm
completeness of iregular
expenditure.

® Expenditure incurred in
contravention of SCM legislation.

© The leadership should set the tone
at the top for 100% compliance
with all regulations and policies
and procedures, and not approve
deviations from these unless in
exceptional cases.

© Schedule training for staff to ensure
that they are aware of SCM
regulations and schedule uptodate
refresher courses on new supply
chain developments during the
year.

© A register should be kept where
all occurrences of non-compliance
with SCM legislation are logged
and evaluated to determine
whether they result in iregular
expenditure or nof.

2.2.4 Assessment of drivers of internal control over financial
management and reporting

The ability of auditees o produce financially unqualified financial statements
is defermined by the operation of key drivers of internal control. These
drivers are classified under (i) leadership; {ii) financial and performance
management; and (iii) governance. Figure 10 provides an assessment, at
the time of the 2010-11 audis, of the key drivers of internal control that
should be in place af auditees to achieve their financial management and
financial reporting objectives and to meet their legislated obligations.

Figure 10: Assessment of auditees’ key controls over financial management
and reporting

Effective leadership culture

Oversight responsibility

HR management

Leadership

Policies and procedures

Action plans

IT governance

Proper record keeping

Processing and reconciling controls 44% -!!- 25%

Reporting 26% 36% 38%

management

Compliance 30%

Financial and performance

IT systems controls 18%

Risk management

Internal audit

Governance

Audit committee

Financial

®Good

“ln progress MIntervention required
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The above assessment highlights the significant attention required by the
leadership, those charged with governance and management to move these
auditees, initially to financially unqualified auditor’s reports, and ultimately fo
clean administration.

In total, 116 auditees were financially unqualified with no findings. Factors
that contributed fo these entities’ success include having effective leadership
that supports the financial management and reporting process, suitably
skilled staff, adequate systems that produce reliable financial information,
intfernal audit that reviews confrols and an audit committee that provides
oversight of the financial affairs of the entities.

The following are some of the root causes/internal control deficiencies
that need fo be addressed by management to assist them in achieving
unqualified audit reports and ultimately clean administration. These provide
some context fo the assessment made above.

Some of the public entities which received qualifications or had fo correct
material misstatements did not have a permanently appointed CFO or chief
executive officer (CEQ) with suitable skills. Some staff were acting in CFO
positions for extended periods of time and did not have the authority to
bring about change. Furthermore, sfaff af the finance divisions were not
adequately trained in respect of financial management and accounting
skills. As a result, consultants had to be appointed to prepare the financial
statements and in some instances there was undue reliance on consultants.
The risk also exists that when these consultants leave, there would be no
fransfer of skills to the existing finance staff. The leadership needs to toke
the necessary action to ensure that key positions are filled with suitable
staff and that staff are trained in the areas of financial management and
requirements of the accounting framework. They also need to ensure that
when consultants are appointed there is a process in place to ensure that
skills are transferred fo the existing staff.
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Where new public entities were created in the current financial year,
some struggled fo implement appropriate systems to ensure compliance
with the PFMA.. A structured phased-in approach should be followed for
implementing the required policies, procedures and controls.

It was nofed af some of the auditees that policies and procedures were

not developed to ensure adherence to the accounting frameworks used

fo prepare financial statements. In the absence of these policies and
procedures, staff are not guided on the processing of day-today financial
fransactions and the preparation of financial statements. Going forward,
the leadership should prepare and implement policies and procedures

that support financial reporting and management, and should review

these policies and procedures when there are changes in the accounting
framework, when deficiencies are identified in the infernal controls by either
the AGSA or internal auditors or when there are changes in the accounting
systems/business processes used by the entities.

At some of the auditees the finance components were taking sole
responsibility for the accuracy and completeness of information whereas this
information is offen sourced from other components which do not recognise
their own responsibility for ensuring the quality of the information submitted
fo finance. The leadership needs to encourage a culiure where all staff
support the financial reporting process and hold everyone accountable for
their role in the financial statements process and for poor performance.

At many of the national auditees the accounting functions have been
decentralised and many transactions are processed in the regional offices.
Adequate confrols are not in place at these decentralised entities and staff
do not have the necessary financial management competencies fo process
financial information. There is often a lack of monitoring controls fo ensure
that information is processed accurately and that controls are complied
with. In some cases the finance department at head office does not have
direct control over finance components in the regions. The regions are
accountable to regional heads of department and the CFO needs to work




through this head to get any information from the regions or to instruct the
regions. Actions that could be taken to address these weaknesses include
implementing controls over financial reporting, ensuring that financial
reporting takes place on a monthly basis, training sfaff on how to process
financial information and using internal audit to review the controls at
these decentralised entfities to ensure that credible financial information is
available to support decision-making or is submitted for auditing.

Systems used to prepare financial reporting are, in some cases, not
adequate as they do not support the reporting requirements of the entities or
are not adequately managed.

Record keeping sfill remains a challenge af many of the auditees that
received a qualification or that corrected material misstatements. Document
controls need to be implemented and monitored to ensure that the
documents that support financial reporting/fransactions can be easily
refrieved,/accessed.

Monthly reconciliations and reporting do not always take place. The
processing of monthly information and reconciliation thereof are imperative
to ensure the quality of the monthly management information and ultimately
the yearend financial statements. In the normal course of business monthly
management reports have to be monitored and yearend financial
statements reviewed by the leadership as well as internal audit and the audit
committees, prior to being used as support for informed decision-making or
submitted for auditing.

The moniforing of compliance with laws and regulations needs to be
improved fo ensure that all regulations affecting financial statements are
complied with by the various entities. In most cases the systems in place
fo ensure that entities are aware of the legislation with which they have fo
comply, and also to ensure compliance, are inadequate.

At some of the auditees the internal audit function was not effective.
Deficiencies noted in respect of infernal audit include non-approval of their
plan by the audit committee and inadequate sfaffing. Internal audit plays a
very important role in ensuring that the controls at an organisation are sound
and that credible information is produced by the accounting systems.

Condlusion on financial management

Nafional departments and entities have shown a steady improvement in qudlification areas
where the leadership took decisive action on prior audit recommendations with monthly
monitoring. Also, the infervention of the auditorgeneral on a quarterly basis had a positive
effect over the past year. There is, however, still a concern around the number of auditees
where material misstatements recurred and which required extensive effort fo correct

during the audit process as the improved audit outcomes attained in this way may not be
susfainable.

2.3  Findings arising from the audit of predetermined
objectives

2.3.1 Overview of the AGSA’s approach to the audit of 23
predetermined objectives

Departments and public entities are required to report against their
predetermined obijectives (service delivery) and to submit such annual
performance reports for auditing, together with the annual financial
statements. The objective of an audit of predefermined objectives is to
enable the auditor to conclude whether the reported performance against
those predetermined obijectives is reliable, accurate and complete, in all
material respects, based on predefermined criteria.

The AGSA has, since the 2005-06 financial year, gradually been phasing
in the auditing of predefermined objectives and explaining to leaders within
all spheres of government the importance of lending credibility to published
service delivery information through the auditing thereof. Since the 2009-10
financial year, a separate audit conclusion, based on the results of the audit
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of predetermined objectives, has been included in the management report.
However, these conclusions have not yet been elevated fo the level of the
audifor’s report.

2.3.2 Overall findings arising from the audit of predetermined
objectives

Progress made by auditees in addressing prior year findings on
predefermined objectives is depicted in the figure below.

Figure 11: Movements in findings on reporting on predetermined
objectives for departments
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The following is a frend analysis of the findings in respect of predetermined
objectives for departments:

Non-compliance with laws and regulations — Predetermined objectives

The main findings in this area relate fo strategic planning and performance
management, specifically a lack of effective, efficient and transparent
systems and infernal controls. Departments are performing well in this area
as 17 departments had no prior findings in this area and nine departments
hod addressed their prior year findings. Eight depariments have not been
able to address these findings and six departments had findings in this area
for the first time.

ON THE NATIONAL AUDIT OUTCOMES

Presentation

There has been no major variance in the number of departments with
findings on presentation, specifically the explanation of major variances.
Thirty-one of the 40 departments had no previous findings in this area while
three departments had addressed their prior year findings.

Not useful

There has been an increase in the number of findings related fo the
usefulness of the reported information as departments have difficulty in
developing fargefs that are specific and measurable.

Twenty-4wo of the departments reported on had findings in this area, 12 of
which were repeat findings.

Not reliable

There was an increase in the number of findings related to the reliability of
the reported information. In the current year 24 depariments had no findings
in respect of the reliability of information reported, of which 19 had no
previous findings and five had resolved the findings previously raised. The
main findings in this area relate fo the validity of the information, specifically
the lack of adequate evidence to support the information reported in the
annual performance report.

The National Department of Health (NDoH) has a system in place on which
provinces have fo report on predetermined objectives. The system is nof
adequately governed by policies and procedures in ferms of the collection,
monitoring and reporting of such information. The current confrol and
reporting system, as well as the IT network, is inadequate. The sfructure was
not adequate fo report on PDO indicators that happen at provincial level.
The auditing of predetermined objectives (AoPO) workshops were held
where it was highlighted to the departments that they should develop the




policies and procedures from a national level. Implementation of adequate
confrols and reporting structures at provincial level must also be enforced.
The AGSA had inferactions with the executive authority and National

Health Council (NHC] during the year to address the sector issues. It was
highlighted that the department should put a structure in place to govern and
monitor reporting on predetermined objectives.

Deficiencies in the reliability of information in the report on predefermined
objectives were raised at the Department of Police. Information on the
requirements for reporting on predetermined obijectives is not filtlering down
to the lower, decentralised levels in the structure of the Department of Police.
Cultivating an understanding of predetermined obijectives at a police sfafion
level could take Police to a clean opinion. Workshops were conducted with
Police clarifying the audit approach to predetermined objectives but this was
done at a higher, more strategic level. Nodal points were only identified at
strategic management levels and not at division levels.

The ICD experienced problems with the reliability of PDO information as the
provincial offices do not maintain proper supporting information. The AGSA
alerted the provincial heads as to the seriousness of reporting accurate

and valid performance and the need to improve their interactions with the
national office.

At the Department of Water Affairs proper record keeping is not
implemented to ensure that accurate, complefe and relevant information

is available o support reporting on predefermined objectives. AoPO
workshops were held, which included all regions as regional “targets” are
not well aligned with the strategic plan.

More leadership and monitoring are required to resolve findings on
predetermined objectives af the Department of Arts and Culture, which
mainly relate to the usefulness of the reported information. Filling of
vacancies was a challenge with the change of leadership. This has been
partially corrected with the DG being appointed post financial yearend,

as well as chief director responsible for strategic management. The CFO
position remains vacant.

The Department of Science and Technology managed to resolve their
deficiencies in predefermined objectives of prior years due fo strong
leadership.

The Department of Communications did not monitor spending in terms of
projects. This resulted in significant underspending (59%) on their budget,
which in turn resulted in service delivery objectives not being met.

The Presidency and the Department of Women, Children and People with
Disabilities had findings on reporting against predefermined objectives.
Better leadership and monitoring are required to resolve these findings,
which mainly relate to the compliance aspect and the usefulness of the
planned and reported information.

The Government Communication and Information System managed to 25
resolve its deficiencies in predetermined objectives of the prior year.

Workshops were conducted at the Department of Public Works at the
start of the audit with all major role players in the performance information
process clarifying the audit approach fo predefermined objectives as well
as the legislative requirements that must be adhered to. Despite this, findings
raised during the previous year were not resolved. The department had
still not formalised the processes of performance planning, monitoring,
measurement, review and reporting. Reported performance against
predetermined indicators and targefs was not consistent with the approved
strategic plan, while planned and reported targefs were not specific and
measurable in all instances. Sufficient appropriate evidence could not be
obtained to verify the validity, accuracy and completeness of the reported
performance against predetermined objectives.
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The Department of Justice and Constitutional Development has processes in
place according o which regional offices have to report on predetermined
objectives. However, these systems are not adequately governed by policies
and procedures in ferms of the collection, monitoring and reporting of
information, resulting in lack of sufficient appropriafe audit evidence.

The Department of Cooperative Governance and Traditional Affairs did
not maintain a sysfem of proper record keeping to ensure that adequate
and complete supporting evidence is available o support reporting on
predefermined objectives.

The Department of Human Settlements’ system of record keeping was
not adequate fo ensure that accurate, complete and valid information
is available to support reporting on predetermined objectives. The
department’s action plan based on prior year findings was successful
in reducing the compliance-related findings on strategic planning and
performance management.

At the Department of Trade and Industry there was inadequate formal
planning regarding the formulation of the fargets and indicafors.
Furthermore, the department did not implement proper record keeping to
ensure that accurate, complete and relevant information is available o
support the predetermined objectives reported.

The Department of Basic Education is one of the newly created
departments resulting from the split of the Department of Education, and as
a consequence faced the challenges of capacity constraints due to vacant
positions not being funded. This impacted on the department’s strategic
planning processes, alignment of the objectives within the education

sector and service delivery monitoring and reporting. The department has
developed a manual that guides the alignment of objectives within the basic
education sector.
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The Department of Higher Education and Training is one of the newly
created departments, and as a consequence also faced the challenges of
capacity constraints. This impacted on the department’s strategic planning
processes and, to some extent, on the department's service delivery
monitoring and reporting. Inferactions with the minister during the year were
focused, which led to the minister and his team committing to addressing the
findings that arose during the audit. The minisiry has committed to legislation
amendment, where necessary, and development of guidelines to address
challenges relating to predefermined objectives in the skill development
secfor and higher education institutions.

Predetermined objectives at the Department of Labour sfill require a lot of
affention, starting with an acknowledgement that the previous and current
strategic plans can be more solid. Unfortunately, the strength of plans has
been impacted immensely by the structural changes at the department and
regular changes in leadership. Systems relating to service delivery need to
be strengthened at both head office and regional level. This must then be
supported by putting in place operating manuals that guide provinces and
labour centres on the collection, storage and reporting on service delivery.
A lot of effort had to go into sefiling a very unstable environment affer

the departure of, first, the previous DG and then the minister, followed by
work on the clearing of the asset qualification. As a result, service delivery
reporting has not yet received all the attention it should. It is clear from

the above that the minister and the accounting officer are committed to
addressing audit findings raised and achieving a clean audit outcome.

The Department of Agriculture, Forestry and Fisheries’ primary challenge

is fo prepare a sirafegic plan with measurable objectives. This would
enable the department to provide more valuable information around service
delivery. Interactions during the year included a high-level overview of the
department’s strategic plan against the SMART principles set out in the
National Treasury framework for managing performance information. This
was followed up with a detailed presentation on the audit of predetermined
objectives to the depariment’s (newly created) Directorate: Strategic Planning




and Monitoring and Evaluation. The DG and his senior management have
firmly committed fo strengthen internal audit and address the findings raised
on predefermined objectives.

There are some basic legal issues around service delivery that require
aftention at the Department of Rural Development and Land Reform.
There has been litlle progress in this area. Quarterly key control review
discussions have been constructive throughout and remain instrumental in
our understanding of the business of the department and the risks associated
with ifs service delivery. Extensive meetings were held with the Monitoring
and Evaluation unit to deal with the department’s new strategic plan in

an affempt to create a solid basis for reporting on service delivery going
forward. The minister and the DG have committed to address all findings
raised during the year and achieve the government initiative of a clean
administration.

At the Department of Social Development there was a lack of oversight

by management fo ensure compliance with the Framework for managing
performance information [FMPPI). The problem was further compounded by
the fact that the department changed its plan fo focus on outcomes.

At the Department of Correctional Services the strategic plan did not
comply with the requirements of the FMPPI in terms of presentation and
measurability of indicafors and fargefs. Systems to capture and report on
performance information were inadequate and included computer sysfems
that were not well maintained, poor filing or information not captured af
all. The officials were not trained in respect of performance information and
there was a lack of review and monitoring of performance information.

The department is in the process of reviewing indicators and fargets to be in
line with the requirements of the FMPPI. It has also dispatched officials from
head office to train their colleagues at correctional centres and management
areas on how to capture and report performance information according fo
the new framework for strategic and performance plans.

At the Department of Sport and Recreation proper record keeping was

not in place to ensure that accurate, complete and relevant information is
available to support reporting on predetermined objectives. The reported
information is not consistent with planned objectives, indicators and

targefs. There was a lack of oversight by management and infernal control
deficiencies were not identified. Poor record keeping also contributed to the
findings.

At the Department of Defence there was an improvement; however, the
underlying internal control deficiencies have not been adequately addressed
by management. The improvements can be aftributed fo the fact that the
minister and senior management had intervened during the final stages of
the audit to ensure that all outstanding documentation was submitted.

Most notably the Department of Mineral Resources has managed to resolve
all the findings raised in the report on predefermined objectives as reported
in 2009-10.

27
The Department of Public Service and Administration had findings on
matters pertaining fo compliance, usefulness and reliability of reported
performance information for a consecutive year. The main contribufors to
the weaknesses reported on the department’s predefermined objectives are
caused by uncoordinated changes to the planned objectives. The AGSA
has had engagements with the Minister for PSA with a firm commitment of
resolving the weaknesses in the department’s predetermined objectives with
the assistance of the newly appointed DG. We are confident that the DG
will be able to provide the strong leadership that had resulted in the PSC not
having findings on performance objectives. Notably in the same porifolio,
PALAMA has managed to resolve all of its previously reporfed weaknesses
in predefermined objectives.
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Figure 12: Movements in findings on reporting on predetermined
objectives for public entities
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The following is a trend analysis of the findings in respect of predetermined
objectives for public entities:

Non-compliance with laws and regulations — Predetermined obijectives

There has been an increase in the number of findings related o non-
compliance for public entities. The main findings in this area relate to
strategic planning and performance management, specifically a lack of
effective, efficient and fransparent systems and infernal controls. Forty-four
public entities reported non-compliance while 228 had no findings on non-
compliance. Of the 228 entities with no compliance findings, 200 entities
had no previous findings and 28 entities were able to address prior year
findings.

Presentation

There has been no major variance in the number of entities with findings on
presentation, specifically the explanation of major variances. In respect of
presentation, public entities are doing very well as 255 of the 272 entities
reported on had no previous findings on presentation.

Not useful

Sixtythree public entities had findings in respect of usefulness of which 34
were repeat findings.

ON THE NATIONAL AUDIT OUTCOMES

191

1-2011

Not reliable

In the current year 232 entities had no findings on reliability. For the entities
that had findings on reliability, the main findings related fo the completeness
of the source information for reported indicators.

The following table provides a summary of the areas of findings, the most
common findings and recommendations on the way forward.

Areas of findings Actual audit findings Recommendations and way forward

© The contents of these documents
need fo be reviewed by ministers
and portfolio commitiees to ensure
that they adequately describe the
key priorities of the entities towards
achieving their mandates.

© Accounting officers and authorities
should ensure that the guidance
given by the National Treasury is
strictly adhered to in compilation
of these plans. The framework
for strategic plans and annual
performance plans issued by the
National Treasury in August 2010
should assist.

© Systems need fo be implemented,
whether manual or automated,
fo ensure that the information
is reliable and can be used for
decision-making purposes.

© Policies and procedures must be
developed to guide entities on
the requirements for performance
planning, monitoring and
reporting.

© Internal audit should be used
to verify the adequacy of these
systems.

© The audit committee should request
infernal audit to look at these
systems and request feedback on

Non-compliance —
Strategic planning
and performance
management

® Inadequate confent of strategic/
corporate/annual performance
plan

® Lack of effective, efficient and
transparent systems and infernal
controls

these systems.




Areas of findings

Actual audit findings

Recommendations and way forward

Areas of findings

Actual audit findings

Recommendations and way forward

Presentation

® Reasons for major variances not
explained

© Quarterly reports should be
reviewed to identify these
variances af an earlier stage.

© These variances should be
investigated and should be
adequately disclosed in the annual
performance report.

Reported performance
information not reliable
—Accuracy

® Reported fargets nof accurate —
inadequate supporting source
information

Usefulness of
reported performance
information —
Consistency

® Reported information not consistent
with planned objectives, indicators
and targets

© Reported information should
be reviewed for accuracy and
completeness prior fo submission
for audit purposes.

© The content of the strategic
plan must form the basis for the
information reported in the annual
performance report.

Reported performance
information not reliable

— Validity

® Reported targets not valid -
inadequate supporting source
information

® Reported fargets nof valid — no
supporting source documentation

Reported performance
information not reliable
— Complefeness

® Source information for reported
indicators not complete

® Source information for reported
targets not complete

© Systems need fo be implemented
to ensure that information required
for reporting purposes is prepared
and maintained.

© Documentation controls such as
filing should be implemented.

© National entities must provide
more guidance fo their provincial
entities on the information that
must be maintained for reporting
purposes.

© Internal audit must monitor the
adequacy of the sysfems and
information maintained at regional
level.

Usefulness of
reported performance
information — Relevance

® No logical link between
objectives, indicators and targets

© When the objectives, indicators
and targets are compiled, entities
must ensure that a link exisfs
between the objectives, indicafors
and fargefs.

© The objectives must reflect the
mandate or purpose of the entfity.

Usefulness of
reported performance
information —
Measurability

® Planned and reported performance
fargets not specific

® Planned and reported performance
fargets not measurable

® Planned and reported performance
fargefs not time bound

® Planned and reported indicators/
measures not well defined

® Planned and reported indicators/
measures not verifiable

© The National Treasury must provide
more detailed guidance/training
on the compilation of targets and
indicators.

© Entities must measure their
targefs and indicators against
the guidelines provided by the
National Treasury.

© Portfolio committees should review
the usefulness of performance
targets during their consideration of
the sfrategic plans.

2.3.3 Assessment of drivers of internal control over reporting on
predetermined objectives

Figure 13 provides an assessment at the time of the audits of the key drivers
of infernal control that should be in place to ensure that auditees produce
performance reports that are useful, reliable and meet the regulatory
requirements, including that of presentation.
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Figure 13: Assessment of drivers of internal control over reporting on Factors that contributed to the success of these departments include
predetermined objectives having systems in place to support the information reported in the annual
performance report, leadership involvement in the review and verification of
information included in the quarterly and annual reports and having stability
at leadership level.

Effective leadership culture

Oversight responsibility

HR management

Policies and procedures

Leadership

The following are some of the root causes/internal control deficiencies that
need fo be addressed by management to assist them in addressing the
findings on predetermined objectives. They provide some confext to the
assessment made above.

Action plans

IT governance

Proper record keeping

Processing and reconciling controls

The guidance provided by the National Treasury in respect of reporting on
predetermined objectives and the preparation of strategic plans was not
adequate. In most cases entities did not have an understanding of what is
required of them when reporting on predetermined objectives.

Reporting

management

Compliance

Financial and performance

IT systems controls

Risk management

Policies and procedures were not always in place fo guide the performance
reporting process. At some of the national entities, the information is kept af
regional level and there is offen a lack of guidance by head office on what
information needs fo be kept and what is expected from the regional offices
regarding the performance reporting process. There was also a lack of
2.3.4 Best practices on predetermined objective reporting by monitoring at the regional offices. To ensure that information reported on is

auditees credible, policies and procedures need to be developed and the work done
at regional level must be monitored.

Internal audit

Governance

30

Audit committee

Predetermined objectives

®Good “In progress Hintervention required

There are three departments that have sustained a record of having no

findings on predefermined objectives. These departments are: The systems in place to ensure that proper reporting fakes place, that the
entity complies with laws and regulations relating to performance reporting
e the Public Service Commission and that adequate records are maintained, were inadequate. Internal audit
e Public Enferprises was also not involved in reviewing the processes in place for managing
e Statistics South Africa. and reporting on performance. The production of quality information
on performance against predetermined objectives is a priority and must
The Department of Science and Technology also managed to clear ifs be evaluated and monitored af appropriate leadership levels to enable
findings on predefermined objectives from the previous year taking it to a quality decision-making and service delivery in support of government's

clean audit opinion. commitments to the public.
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Conclusion on predetermined objectives

The areas of usefulness of reported information, specifically measurability and non-
compliance, remain a concem. The National Treasury needs fo provide more guidance

fo entifies in these areas. The reliability of information is sfill a concem but based on a
comparison with last year's results, there has been an improvement in this area. The main
problem for these entities is developing systems that support the performance reporting
process and provides reliable information that can be used as a basis for decision-making,
with the ultimate goal of improving service delivery. The leadership needs fo focus on the
development of these systems and implement moniforing confrols fo ensure that the systems
are working adequately.

2.4 Findings arising from the audit of compliance with laws
and regulations

2.4.1 Overview of the AGSA’s approach to auditing compliance
with laws and regulations by auditees

As part of the annual audit of financial statements, the AGSA audits and
reports on compliance with laws and regulations by auditees. Broadly, such
laws and regulations sef out:

the activities that auditees are charged with on behalf of the citizens
any limits or restrictions on such activities

the overall objectives fo be achieved

how due process rights of individual citizens are protected.

Compliance refers to adherence by auditees fo the laws and regulations
to which they are subject. Conversely, non-compliance refers to acts of
omission or commission by auditees, either intenfional or unintentional,
which are contrary to such laws and regulations.

The audit of compliance is being phased in by the AGSA and details of
identified instances of material non-compliance are included in the auditor’s
reports. The AGSA specifically focused on legislative requirements relating
to the following areas for the financial year ended March 2011:

Annual financial statements, performance report and annual report
Asset management

Audit committees

Budgets and budgetfary processes

Expenditure management

Financial misconduct

Infernal audit

Revenue management

Strategic p|0rming and performonce management
Transfer of funds and conditional grants
Procurement and contract management

HR management and compensation.

Audits not performed by the AGSA also included compliance auditing,
although not all the focus areas were covered to the same exfent.

2.4.2 Transversal findings arising from the audit of compliance with
laws and regulations

The figure below depicts areas of material non-compliance that were
most prevalent at departments and public entities. As the focus areas and
legislative requirements audited differed from the previous year, the figure
does not include comparisons fo the previous year.
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Figure 14: Summary of findings arising from the audit of compliance with

laws and regulations

Expenditure management

Annual financial statements and annual
report

Procurement and contract management

Strategic planning and performance
management

HR management

Departments: 100% = 36

92%

78%

78%

44%

2%

Annual financial statements and annual
report

Expenditure managament

Procurement and contract management

Strategic planning and performance
management

Audit commitees

Public entities: 100% = 130

68%

69%

61%

24%

The Presidency and the Department of Women, Children and People with
Disabilities overspent their budgets and failed to comply with all laws and
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regulations. These require the infervention of the leadership in developing
fools for inyear monitoring of compliance with all applicable laws and
regulations by the department.

Although non-compliance was reported under procurement and contract
management, as well as revenue and expenditure management, the
Government Communication and Information System is keen to rectify such
instances of non-compliance. The noncompliance is not considered to be
extensive, but rather isolated instances. Actions were taken to rectify it after
such non-compliance was identified either by management or through the
audit reporting process.

At the departments of Public Works, Justice and Constitutional Development
and Trade and Industry lack of oversight by leadership resulted in non-
compliance findings reported. The departments have not taken a zero
folerance stance against non-compliance with applicable laws and
regulations and appropriate disciplinary action is not consistently taken in
respect of fransgressions.

The non-compliance at the Department of Economic Development was as o
result of vacancies and thus a lack of capacity to monitor compliance. Since
the department was newly established, it did not have sufficient procedures

in place.

Compliance matters were reported again at the Department of Human
Seftlements regarding expenditure management despite a concerted
effort by the department to reduce the occurrence of non-compliance. The
department also did not have an adequate system in place fo ensure that
financial statements submitted for audit comply with the financial reporting
requirements.

The Department of Cooperative Governance and Traditional Affairs
(CoGTA\) did not have an adequate system in place to ensure that
compliance with laws and regulations was monitored. There was also @




lack of monitoring compliance with laws and regulations regarding strategic
planning and performance management fo ensure compliance with Treasury
Regulations.

There remain a number of compliance issues relating fo SCM processes

and HR management at the Department of Rural Development and Land
Reform. There has been litle progress since the prior year in addressing

these issues.

The Department of Defence had inadequate controls in place to ensure
compliance with laws and regulations. Although the department did

not have an infernal audit function in place, as required by the Treasury
Regulations, the inspectorgeneral performed some of the internal audit
functions. The minister appointed a compliance officer who is in the process
of developing an overarching policy and guidelines to ensure compliance
with laws and regulations.

At the Department of Correctional Services (DCS) the internal audit function
was not performing properly due fo lack of resources. There was also a
lack of review by management fo ensure that the department complied with
all relevant laws and regulations. Inventory was acquired without following
the normal SCM processes. Awards were made to suppliers connected to
employees of the DCS and the prospective suppliers list was not updated
regularly. Action plans have been developed by the department to address
the findings.

At the Department of Social Development there was a lack of review by
management to ensure that the department complied with all relevant laws
and regulations. Action plans have been developed by the department o
address the findings.

Amongst others, the departments of Home Affairs, Mineral Resources,
Energy, Public Service and Administration, Public Service Commission
and PALAMA had material misstatements that were corrected through the
audit process. The importance of having oversight structures such as the
audit committee and internal audit unit has been re-emphasised at all the
AGSA engagements with the respective ministers and the leadership of
the departments in order fo address the credibility of information presented
fo management. The significant impact that credible information has on
management’s decision-making also influences the service delivery of these
departments.

Common non-compliance findings relating fo the AGSA's focus areas are
summarised below.

Table 9: Common non-compliance findings relating to the AGSA’s focus
areas

Focus area Summary of common findings Departments Pu'b !ic
entities 33

Prevalent non-compliance areas: All auditees

Expenditure i(f]:;dhi:t:rs not paid within 30 days of receipt of 44% 79
t
(i Irregular expenditure not prevented 64% 53%

Submitted AFS not prepared in accordance with

ibed Il ised ti 64% 53%
A‘;npuol fitncmcicﬂ E:zsc?irclej generally recognised accounting
statements .
Submitted AFS not supported by full and proper 28% 14%
records
Procurement '(I;hree wr(;iten quotations not invited — no deviation 31% 229
pprove
and contract p ; i o out South Af
management rocurement from suppliers without Sout rican 339 18%

Revenue Service (SARS) tax clearance

Strategic planning
and performance
management

Lack of effective, efficient and transparent systems

and internal controls 31% 12%
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Prevalent non-compliance areas: Departments only

TR e Senior managers did not sign performance

. 14%
management and  ElSIEEUELIS for current performance period
compensation HR plan based on strategic plan not in place 14%
Prevalent non-compliance areas: Public entities only
No audit committee in place 7%

No review of infernal controls, risk areas of the
institutions” operations, internal audit function, 6%
compliance with laws and financial information

Audit committees

Annexure 2 to this report lists all auditees where non-compliance was
identified through the AGSA's focus area audits.

Section 2.2.3 of this report provides defails on the financial statements
submitted by accounting officers for auditing which had not been prepared,
in all material aspects, in accordance with generally recognised accounting
practice (and were supported by full and proper records), as required by

the PFMA.

Details of non-compliance findings relating to auditees’ performance
reporfs are provided in section 2.3.2, while section 2.4.3 further defails
findings related to unauthorised, irregular as well as fruitless and wasteful
expenditure.

Findings arising from the audit of procurement and confract management

are analysed in section 2.4.4, while section 3.2 provides further defails on
non-compliance findings related to HR management at departments.

2.4.3 Unauthorised, irregular as well as fruitless and wasteful
expenditure incurred by auditees

The PFMA requires accounting officers or authorities to take reasonable
steps fo ensure that unauthorised, irregular as well as fruitless and wasteful
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expenditure is detected and prevented. Unauthorised expenditure results
from overspending on a vote or a main division within a vote or refers to
expenditure that is nof in accordance with the purpose of a vote or main
division.

Iregular expenditure is expenditure, other than unauthorised expenditure,
incurred in contravention of, or not in accordance with, a requirement of
any applicable legislation, including the PFMA, the Stafe Tender Board Act,
1968 (Act No. 86 of 1968) and any provincial legislation providing for
procurement procedures in a provincial department.

Fruitless and wasteful expenditure is expenditure that was made in vain and
would have been avoided had reasonable care been exercised.

It is compulsory for departments and public entities to disclose such
expenditure in their financial statements. The figure below depicts the extent
of such expenditure and the portion thereof that was identified during the
audit and not detected by the auditees.

Figure 15: Unauthorised, irregular as well as fruitless and wasteful
expenditure incurred by departments and public entities
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The incurrence of irregular expenditure remains a serious concemn at the
majority of departments and public entities. The following are the reasons
for the bad practices which led to this iregular expenditure at departments
and entities:

Departmental policies, procedures and instructions are not always updated
with National Treasury practice and instruction notes and communicated
fo the lowest level where the irregular expenditure was incurred. Senior
management does not focus on and affend appropriately to this area in
ferms of monitoring and taking action where breaches were identified.

In cases where appropriate policies and procedures are in place, irregular
expenditure is still incurred by staff members at management level who
knowingly override the approved procedures for various reasons. The most
cited reason is emergency situations; however, procedures to be followed
in those instances are not followed. Disciplinary measures instituted against
guilty parties might not be harsh enough to serve as a deferrent to irregular
expenditure.

In ferms of confrols, some infernal audit units are not adequately resourced
to work effectively in identifying areas where iregular expenditure may be
incurred and in advising management to implement and monitor controls.

Iregular expenditure also arises from a mix of deliberate fraud, ignorance
of the PFMA and inadequate understanding, therefore misinterpretations of
the SCM legislation. Reviews of the controls around the SCM processes
are performed infrequently. No one takes responsibility for accounting and
holding people accountable for iregular expenditure.

Deliberate non-compliance was also identified in the appointment of a
specific service provider who, according fo the auditees involved, would be
able to deliver the required results.

There are significant concerns over the prevention and detection of
unauthorised, irregular as well as fruitless and wasteful expenditure at the
Department of Water Affairs and its trading entity.

The contravention of SCM regulations, with the resultant incurrence of
iregular expenditure, is also an area of significant concern within the
Communications secfor. After a change in leadership, persons were acting
in the positions of DG and all DDGs, including the CFO. A new DG was
appointed on 1 June 2011 but the chief operations officer (COO) and CFO

positions remain vacant.

There are significant concems over the prevention and detection of
unauthorised expenditure at the Presidency, which could be indicative of
inadequate budgetary processes and in-year monitoring of expenditure.

There are also significant concerns over the prevention and detection of
unauthorised and irregular expenditure ot the Department of Women,

Children and People with Disabilities, which require greater leadership 35
involvement to ensure that preventative controls are in place.

Instances of iregular as well as fruitless and wasteful expenditure were
defected by the detective controls. However, the preventative controls were
not fully effective and need atfention.

The contravention of SCM regulations, with the resultant incurrence of
iregular expenditure, is also an area of significant concern within the
departments of Public Works and Trade and Industry. The accounting
officer of Public Works did not take effective and appropriate steps to
prevent and detect irregular expenditure and the department did not have
an adequate system in place for identifying and recognising all irregular
expenditure, resulting in a qualification on the completeness thereof.
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The Department of Justice and Constitutional Development's lack of
sufficient moniforing controls and a high vacancy rate in the SCM unit
resulted in non-compliance with SCM legislation. This also resulted in
imegular expenditure.

The Department of Economic Development incurred fruitless and wasteful
expenditure due fo the cancellation of an overseas frip.

The contravention of SCM regulations, with the resultant incurrence of
iregular expenditure, is an area of significant concern at the Department
of Cooperative Governance and Traditional Affairs. This resulted in the
audit outcome regressing from an unqualified to qualified opinion as the
complefeness of irregular expenditure in the financial statements could not

be established.

The Department of Human Settlements incurred irregular expenditure due to
a lack of understanding of the SCM regulations, which resulted in irregular
expenditure. The department did, however, have a system in place to
ensure that irregular expenditure is adequately reported and disclosed in ifs
financial statements.

At the Department of Transport accommodation and flight fickets were not
cancelled in a timely manner.

Due fo capacity constraints at the Department of Basic Education,
moniforing of compliance with relevant laws and regulations was not
effective, resulting in non-compliance matters being reported. The non-
compliance noted also informed the irregular expenditure reported.

The incurrence of irregular expenditure at the Department of Rural
Development and Land Reform is of concern as it is a recurring matter.
Fruitless and wasteful expenditure was incurred as a result of legal fees
and interest paid on long outstanding restitution sefflements as ordered
by the court. The department has committed fo enhance the information
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management sysfem to ensure complete and accurate information relafing fo
progress of the restitution cases.

At the Department of Defence, internal policies, procedures and instructions
were not always updated with National Treasury Regulations and practice
notes. These policies were not communicated to the lowest level where the
imegular expenditure was incurred. There was inadequate monitoring and
oversight by senior management. The irregular expenditure reported on in
the 2010-11 report is still under investigation by the department.

The Department of Mineral Resources and the Department of Energy failed
to comply with laws and regulations relafing fo irregular expenditure as

a result of finance lease fransactions and, to a lesser extent, procurement
regulations which were not fully complied with by these departments. At
both departments the underlying root cause to the weaknesses identified
related fo the split of Department of Minerals and Energy into the two
respective departments.

The Department of Home Affairs incurred unauthorised expenditure due

fo overspending on sefflements made fo third parties. This relafes to the
awarding of a tender previously reported as irregular expenditure which the
department has subsequently investigated. The outcome of the investigation
allowed the department to negotiate a setflement with the service provider
in order to ensure that the department does not unnecessarily delay the
implementation of the “Who am | online” project.

The Department of Energy incurred unauthorised expenditure due to
fransfers made which were not budgeted for in the department’s 2010-11
voted funds and was erroneously incurred in the 2010-11 financial year
although it was budgeted as a transfer in the 2009-10 voted funds. The
department did not apply for a rollover of the voted funds which caused the
contravention with the PFMA.




The nature of the expenditure and significant frends are presented in the
table below.

Table 10: Movements in unauthorised, irregular as well as fruitless and

Nature of movements

wasteful expenditure

Number of
auditees

Departments

Movement
over
2009-10

Unauthorised expenditure (applicable to departments only)

Nature —
overspending

of votes/main
division within
votes

Nature —
expenditure not in
accordance with
votes

Number of
departments
incurring

Identified during
the audit — not
detected by
auditee

Incurred for two or
more successive
financial years
Irregular expenditure

Nature — SCM
non-compliance

Nature —
compensation of
employees-related

Nature — other

Number of
auditees incurring

R746m

R56,6m

R802m

R14,8m

R1,8b

R140,1m

R356m

R2,3b

A

Comparative
figures not
available

Public entities

Movement
over
2009-10

Departments Public entities

Nature of movements | Number of Movement Number of Movement
ditees over auditees over
o 2009-10 2009-10

Identified during |nF0rF:r0|on |nf0rff:ralon
el =g 28 R1,6b  comparative 61 R1,4b  comparative
detected by : X . X
8 information information
auditee - ;
not available not available

Incurred for two or
more successive 23 44
financial years

F

ruitless and wasteful expenditure

Number of 28 R428,8m ﬁ 76 R164,2m m
auditees incurring

Identified during
the audit - not
detected by

auditee
Incurred for two or

more successive 11 42 37
financial years

Annexure 3 to this report provides a full listing of auditees that incurred the
expenditure summarised in the above table.

11 R?,2m 38 R39m

The analysis of iregular expenditure above excludes audits not performed
by the AGSA. It is important, however, to highlight the following auditees in
this report given the excessive irregular expenditure incurred by them.

In the current year, the appointed external auditors of Transnet, af the
Auditor-General's request, conducted specific audit procedures in respect
of procurement contracts. Their review covered 104 procurement confracts
valued at R22 billion. It was confirmed that the irregular expenditure
incurred by Transnet over the period of the irregular confracts was in excess
of R8 billion due fo contravention of SCM policies.
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The SA Post Office (SAPO) incurred irregular expenditure amounting fo
R577 315 000 because it had not followed a competitive process in
procuring a new office building.

2.4.4 Summary of findings arising from the audit of supply chain
management (SCM) conducted by the AGSA

2.4.4.1 Background

The audits conducted by the AGSA at departments (including Parliament
and legislatures), frading entities, constitutional institutions and listed
public entities included an assessment of procurement processes, contract
management and the confrols in place fo ensure a fair, equitable,
fransparent, competitive and costeffective SCM system that complies with
legislation and minimises the likelihood of fraud, corruption, favouritism as
well as unfair and irregular practices.

This assessment was not performed at the following auditees (public entities
only):

Reu‘son why no SCM Auditee
audit was performed

SCM audit Criminal Asset Recovery Account; Driving Licence Card Trading Account;
performed at a Equalisation Fund; Guardian Fund; Land Bank Insurance Company;
group level or by National Lottery Distribution Trust Fund; PetroSA Sudan (CEF); President's
the department Fund; SARS — Administered Revenue

Cotec Development (CEF); Cotec Partrade (Pty) Ltd (CEF); Cyclofil (Necsa);
Erasmusrand Eiendomme (Pty) Ltd; Fluorochem (Necsa); Fluoropharm
(Necsa); High School Vorentoe Disaster Fund; Institute for Maritime
Technology (Pty) Ltd; Klippoortje koolmyne (Pty) Ltd (CEF); Mahnes Areas

Entities are dormant (Pty) Ltd (CEF); MINDEV (Pty) Ltd; Oospark (Pty) Ltd; PetroSA Brass (CEF);
PetroSA Gryphon Marin Permit (CEF); PetroSA Iris (CEF); PetroSA Synfuels
International (CEF); PetroSA Themis (CEF); Refugee Relief Fund; SA National
Aids Trust; Social Relief Fund; Sportsrand (Pty) Ltd; State President Fund; The
Petroleum Qil and Gas Corporation (Namibia) (CEF)
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Findings were raised during the audit of SCM at 129 (41%) of the auditees
relating fo contracts that had been awarded and quotations that had been
accepted (referred to as “awards” in the rest of this report).

Significant findings relating to SCM are depicted in the figures that follow.
The percentages are based on the number of auditees where findings were

identified. The SCM findings are included in annexure 5.

Figure 16: Summary of findings arising from the audit of SCM

Limitation on planned scope of audit of awards 5%

Awards to state officials and their close family members

Uncompetitive or unfair procurement processes 74%

Departments

Inadequate contract management

Inadequate controls

Limitation on planned scope of audit of awards

Awards to state officials and their close family members

Uncompetitive or unfair procurement processes

Public entities

Inadequate contract management 14%

Inadequate controls 13%

1]

A summary of significant findings is provided below.

Audit evidence could not be provided, or limited audit evidence was
provided, fo conduct a specific review of procurement processes and
contract management. This prohibited the auditor from assessing whether the
SCM process prevents and detects fraud, non-performance by suppliers and
non-compliance with legislation.

Limitations on planned
scope of audit of awards

Legislation exists that sfrives to ensure that conflicts of interest do nof result in
unfair awarding of contracts or acceptance of unfavourable price quotations.
There were, however, conflicts of interest identified which resulted in non-
compliance with legislation and the auditees’ policies.

Awards to state officials
and their close family
members




The PFMA, Treasury Regulations, Preferential Procurement Framework Act,
Preferential Procurement Regulations (PPR), SCM practice notes (P/N)] issued
by the National Treasury, and the department or entity’s SCM policies exist to
ensure fair, equitable, fransparent, competifive and costeffective supply chain
management.

Uncompetitive or unfair
procurement processes

Numerous cases were identified where the procurement process was
uncompetitive and,/or unfair for competitive bids and quotations.

Contract performance measures and monitoring of contracts were
inadequate.

Inadequate contract
management

Confrols were not implemented for SCM officials or other role players to
disclose their private or business inferest or that of their close family member,
partner or associate in any awards made.

Inadequate controls

Employees who performed remunerative work outside their employment
without obtaining the consent of the executive authority were identified by
the Presidency.

The Department of Women, Children and People with Disabilities procured
goods from suppliers who had failed to provide proof that their tax affairs
were in order [tax clearance certificates).

Employees who performed remunerative work outside their employment
without obtaining the consent of the executive authority were identified by
the Government Communication and Information System. An instance was
also detected, but not prevented by management, where non-compliance
with procurement prescripts was identified and disclosed in the financial
statements.

Non-adherence to SCM regulations is a significant concern at the
Department of Public Works and its frading entity, the Property
Management Trading Entity (PMTE). Review and monitoring of compliance
were ineffective as evidenced by a qualification in both audit reports on

the complefeness of irregular expenditure. An investigation is underway

fo probe the alleged abuse of urgent and emergency procurement as

well as the utilisation of sole suppliers. Procurement at the department is
characterised by deviations from prescribed SCM processes. The findings
raised during the audit process are indicative of the fact that such deviations

are not always justified. Although commitments have been made to address
the shortcomings identified, efforts to improve SCM are yet to produce
fangible results.

The lack of sufficient monitoring controls and a high vacancy rate at the
SCM unit of the Department of Justice and Constitutional Development
resulted in the noncompliance with SCM legislation and an investigation is
currently being conducted based on allegations of possible iregularities on
the part of employees af the SCM unit.

There were many instances of non-compliance with procurement processes
at the Department of Trade and Indusiry because management failed to
adhere to the SCM regulations in all instances.

The Department of Economic Development was newly established and
did not have sufficient procedures in place to ensure that all SMS members
declared their inferests in suppliers to the department.
39
The Department of Human Settlements incurred irregular expenditure due to
a lack of understanding of the SCM regulations, which resulted in irregular
expenditure. The department did, however, have a system in place to
ensure that iregular expenditure is adequately reported and disclosed in its
financial statements.

The Department of Cooperative Governance and Traditional Affairs did not
have adequate controls regarding adherence to SCM regulations, which
resulted in the department incurring irregular expenditure. It also did not
have a system in place to detect imegular expenditure incurred, resulting in
the completeness of the reported irregular expenditure not being established.

The irregular expenditure incurred by the Department of Labour is mainly
due to inadequate SCM policies and procedures. There is an urgent need
fo align the department’s SCM policies and procedures with those of the
National Treasury.
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The incurrence of irregular expenditure at the Department of Rural
Development and Land Reform stemmed mainly from the contravention
of SCM processes and lack of project and contract management and
monitoring controls.

At the Department of Correctional Services, inventory was acquired without
following the normal SCM processes. Awards were made fo suppliers
connected fo employees of the DCS, while the prospective suppliers list was
not updated regularly.

At the Department of Defence, the internal policies, procedures and
instructions relating to SCM were not always updated with National
Treasury Regulations and practice notes. These policies were not
communicated fo the lowest level, which led to the SCM policies not being
adhered fo. Senior management’s monitoring and oversight of the SCM
process were inadequate.

The departments of Home Affairs and Mineral Resources made awards fo
suppliers, which were found not fo be fransparent and consistent with SCM
legislation and regulations. In addition, the Department of Home Affairs
did not report to the National Treasury deviations from SCM legislation
and regulations above the threshold defermined by the National Treasury.
Further engagements with the relevant minister and the leadership of the
departments clarified the need for internal audit to play an active part in
overseeing the SCM process in order to prevent noncompliance with SCM
laws and regulations recurring.

As is evident from the analysis of iregular expenditure (section 2.4.3),

R3 786 104 365 (83%) of the irregular expenditure incurred by auditees
was as a result of the contravention of SCM legislation, while 65% of the
imegular expenditure was identified during the audit process. At the maijority
of the auditees, the incomplete identification of SCM irregular expenditure
was as a result of:
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* a lack of understanding of applicable legislation

* inadequate moniforing of processes to defect contravention of legislation

* inconsistent interpretation of legislation to defermine whether expenditure
is irregular.

2.4.4.2 Limitations on planned scope of audit of awards

Not all auditees could provide sufficient appropriate audit evidence that
awards had been made in accordance with the requirements of SCM
legislation. No alfernative audit procedures could be performed to obtain
reasonable assurance that the expenditure incurred on these awards was

not irregular. Table 11 depicts the limitations experienced.

Table 11: Limitations experienced

Number of Volve of
Auditee d awards
awards R000

Departments
Department of Defence 41916
Department of Public Works 13 18 960

Public entities

The limitations

Compensation Fund 11 10 502 experienced
Cross-Border Road Transport Agency 13 110 were mainly as a
National Electronic Media Institute of SA 1 5000 result of mis§ing
Passenger Rail Agency of South Africa 101 37 400 f:ioc;menttohcc;n and .
The Property Mor;lagemen'r Tr:ding Entity 66 1376 806 ::gn:g:i:mocumen
Services Sector Education and Training systems.
Authority (Services SETA) 28 Ueriiey/
Universal Service and Access Agency of South

. 1 300
Africa
Universal Service and Access Fund 1 100

92 | dsorell

As a result of the limitations experienced, the findings reported in the rest
of this section might not reflect the true extent of irregularities and SCM
weaknesses af the auditees where the limitations were identified.




2.4.4.3 Awards to state officials and their close family members

Figure 17: Awards to state officials and their close family members

Departments

M-

Official did not declare interest | 83% 53%

Supplier did not declare interest I 19%

-

Involvement in procurement process | 13%

Irregularities in procurement process I 6% 0%

16 departments W17 public entities

The audit included an assessment of the interests of officials of the auditee
and their close family members in suppliers to the auditee.

legislation does not prohibit such awards but there is legislation which
endeavours to ensure that conflicts of inferest do not result in the unfair
awarding of contracts or acceptance of unfavourable price quotations, and
requires employees to obtfain approval for performing remunerative work
outside their employment.

Through computer assisted audit techniques (CAATs), inferest was identified
at various auditees. This interest was evaluated with regard to compliance
with SCM legislation and policies of the auditee. The awards identified
were also tested to determine non-compliance or irregularities that could
be an indication that decisions or recommendations were unlawfully and
improperly influenced.

Inferest was confirmed through the audit process at 38 auditees, although
not all interests are classified as findings. The audit findings for the auditees
where interests were identified are included in annexure 7.

2.4.4.4 Uncompetitive or unfair procurement processes

The principles of confracting for goods and services in @ manner that is
fair, equitable, fransparent, competitive and costeffective comes from our
Constitution. Legislation, most notably the PFMA and Treasury Regulations,
prescribes the processes and rules to be followed by departments and
public entities in order to consistently and correctly apply the constitutional
principles and to safeguard the process against abuse. The preferential
procurement framework further gives effect to the constitutional principle of
granting preference to the previously disadvantaged in the allocation of
work by the public secfor.

Our audits also focus on whether procurement processes followed were

fair and competitive in that they provided all suppliers equal opportunity to 41
compete for public secfor confracts and the process does not favour some

suppliers above others.

It is important that the prescribed processes are followed to ensure that the
selected supplier meets the requirements and has the capacity and ability to
deliver the goods and services, and that goods and services are procured
at competitive and economical prices.

The procurement processes of 4 193 confracts (R25 641 135 686) and
6 121 quotations [RT 635 552 316) were tested. The most prevalent
findings on non-compliance with SCM legislation that resulted in
uncompetitive or unfair procurement processes are summarised in
annexure 8.

Further details on the legislation not complied with are as follows:
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In tofal, this took place in 1 169 insfances.

No declaration of past SCM practices

Finding Detail Finding Detail
A price quotation process should be followed for the procurement of goods The other findings identified were as follows:
Written price quotations | and services of a lower value. The required number of price quotations was e Supplier list not administered in accordance with the requirements
not invited - no deviation | not always obtained and the deviations were not approved by a properly e Compelitive bids not invited — deviafions not reasonable or jusfifiable
approved delegated official or committee. Other fintings e Bids not advertised through public media
L]
L]
L]

Written price quotations
not invited — approved
deviation not reasonable or
justifiable

A price quotation process should be followed for the procurement of goods
and services of a lower value. Instances were identified where deviations
were approved for obtaining fewer than the required number of price
quotations even though it was possible to meet the requirement.

Prospective supplier
list not administered
in accordance with

A price quotation process should be followed for the procurement of goods
and services of a lower value. In order fo provide prospective suppliers

with an opportunity to take part in this process, prospective supplier lists are
maintained by auditees and should be administered in a fair and competitive

requirements manner in accordance with prescribed requirements. Some auditees did not
administer the list in accordance with the requirements.
A competitive bidding process should be followed for the procurement of
Competitive bids not goods and services above R500 000. Competifive bids were nof invited af

invited = no deviation
approved

28 auditees for goods and services with a total value of
R516 090 000. The deviations were not approved by a properly delegated
official or committee.

Procurement from suppliers
without SARS tax
clearance

Awards were made to suppliers who had failed to provide written proof from
SARS that their tax matters were in order (10 departments and 23 public
entities). These awards amounted to R162 298 000.

No declaration of interest
submitted

There are specific measures which are necessary to ensure that officials do
not abuse the system to favour their own businesses or those of their family
members or associates. In this regard, prospective suppliers are required fo
declare whether they are in the service of the state or connected fo a person
in the service of the sfafe. Awards were made to suppliers who did not
submit the required declaration.

Preference point system
not applied in the
procurement of goods and
services

The preference point system was not applied for all procurement of goods
and services above R30 000, as required by section 2(a) of the Preferential
Procurement Policy Framework Act.

No prospective supplier list
for inviting price quotations

A price quotation process should be followed for the procurement of goods
and services of a lower value. In order fo provide prospective suppliers with
an opportunity fo fake part in this process, a prospective supplier list should
be maintained by the auditee and administered in a fair and competitive
manner. Some auditees did not have a prospective supplier list.
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Bids advertised for shorter period — no justification for deviation
Awards to suppliers who committed fraudulent acts in competing for the
confract.

2.4.4.5 Inadequate contract management

Shortcomings in the manner in which contracts are managed result in
delays, wastage and fruitless expenditure, which in turn impact directly on
service delivery fo the citizens.

Findings on confract management are summarised in annexure 9.

Further details on the findings are as follows:

ndi
Finding

Detail

Contracts amended or
extended without approval
by a delegated official

Twenty-four instances were identified where contracts were amended or
extended in the favour of the supplier without the approval of a properly
delegated official or commitee.

performance measures and
monitoring

Contracts extended or It is normal business practice to extend or renew confracts, but at nine
renewed to circumvent audifees confracts were extended to such a degree that competitive bidding
compefitive bidding processes were being circumvented, resulting in the procurement process
processes being unfair, uncompetifive or non-transparent.

Inadequate contract

There was a lack of sufficient confract performance measures and monitoring
methods to ensure effective contract management.

Payments made in excess
of approved contract price
(with further approved
extensions)

A confract sfates the prices, ferms and moximum values, which can be
increased through approved extensions and variations. Twenty-five instances
were identified where payments were made to suppliers in excess of the
approved confract prices.

No signed contract or
contract not signed by
delegated official

Goods and services were supplied by the supplier and payment was made
to the suppliers without written signed contracts. Confracts were also not
signed by the delegated officials.




Finding Detail
The other findings identified were as follows:
e For consultants the original amount of contract was exceeded by more
than 15% due to a lack of contract management and non-approval by
Other findings delegated officials.

e Conditions were not prepared in accordance with the standard conditions
of contract prescribed by the National Treasury.
® No acfion was taken against non-performing contractors.

2.4.4.6 Inadequate SCM controls

Findings on deficiencies in fundamental SCM controls are summarised in

annexure 10.

Further details on the findings are as follows:

Finding Detail
No SCM policy Three entifies did not implement an SCM policy for the procurement of goods
and services.
Inadequate controls to The controls at some auditees were not adequate in ensuring that officials

ensure that interest is
declared

disclosed their private or business interests or those of their close family
members, partners and associates in any confract awarded.

Inadequate controls for
vendor acceptance and
maintenance

There was a lack of controls around the supplier’s database at some
auditees. These confrols are supposed fo assist in maintaining the database
fo prevent payments to fictitious suppliers.

Inadequate segregation of
duties in procurement

Inadequate segregation of duties in the SCM systems was identified, which
would have resulted in failure to detect irregular conduct in the procurement
and payment process.

Fraud prevention plan - no
measures for preventing
and detecting fraud in
procurement

SCM is an area that is highly susceptible to fraud. The fraud prevention plan
did not include measures for the prevention and defection of fraud in the
procurement process.

Other findings

The other findings identified were as follows:
e Performance of the SCM unit was not regularly analysed.

® SCM policies and procedures were in conflict with applicable legislation.

2.4.5 Investigations into SCM irregularities, fraud or other financial

misconduct

Table 12 lists the investigations in progress or completed by March 2011.
Not all of the investigations were conducted by the AGSA.

Table 12: Investigations completed or in progress as at 31 March 2011

Number of
investigations
per auditee

Other financial

SCM related N
misconduct

Auditee

Department of Justice and Constitutional
Development

Government Communication and
Information System

Department of Cooperative Governance

and Traditional Affairs 6
Department of Human Seftlements 2
Department of Tourism 1
National Treasury 8
Department of Correctional Services 7 43
Department of Defence 2
Department of Sports and Recreation 5
Department of Arts and Culture 1
Department of Communications 2
Department of Police 478
Department of Water Affairs and Forestry 1
Department of Public Enterprises 1
Department of Public Service and 1
Administration

Public Admin and Leadership Management
1 1 2
Academy
Department of Agriculture, Forestry and “ 2
1

Fisheries
Bl
|3 | 33 | 18 [EEEH

Department of Higher Education and
Training

—

Department of Labour
Department of Public Works
Department of Rural Development
Department of Home Affairs
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Department of Health
Legal Aid South Africa
Municipal Demarcation Board

National Home Builders Registration
Council

National Prosecuting Authority
National Regulator for Compulsory
Specifications

South African Bureau of Standards

South African Local Government
Association

Special Investigating Unit
The Commission on Gender Equality
Estate Agency Affairs Board

Driving Licence Card Trading Account
(DLCTA)

Land and Agricultural Bank of SA
Passenger Rail Agency of SA

Pension Fund Adjudicator

Road Traffic Management Corporation
SA Maritime Safety Authority

Human Science Research Council
National Arts Council of South Africa
Performing Arts Centre of the Free State

Private Security Industry Regulatory
Authority

Sentech Limited

South Africa Heritage Resources Agency
South African Broadcasting Corporation
Water Research Commission

Water Trading Account

Central Energy Fund (Pty)Ltd (CEF)
Independent Electoral Commission

Mine Health and Safety Council

South African Diamond and Precious
Metals Regulator
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State Information Technology Agency

Public Admin and Leadership Managemen’r

Trading Account

Broadband Infraco (Pty) Ltd

Bank Seta (Bankseta)

Chemical Industries Seta (CHIETA)
Compensation Fund

Construction Seta (CETA)
Education Seta (ETDP SETA)

Manufacturing and Engineering Seta
(MERSETA)

Media & Publishing Seta (MAPPP SETA)
Mining Qualifications Authority (MQA)
National Skills Fund

Safety and Security Seta

Registration of Deeds Trading Account
Sheltered Employment Factories
Agricultural Research Council
Agricultural Land Holding Account
National Student Financial Aid Scheme
Property Management Trading entity

Auditee SCM related Olher e investigations
misconduct o

per auditee
50

Number of
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For the financial year ended March 201

1, investigations were conducted

info the financial affairs of af least 23 (59%) depariments and 48

(18%) public entities. These investigations are indicators of a risk that
internal controls are either not functioning or are overridden. The focus of
investigations ranged from misappropriation of funds by employees and
payrollrelated fransactions to tender and procurement irregularities.




2.4.6 Recommendations for addressing key findings on SCM

Actual audit findings

Recommendations and way forward

Limitation on planned
scope of audits of
awards

® Awards to the value of

R9Q 239 000 were not submitted
for audit due to inadequate record
keeping systems.

© The discipline of filing all records

fo support compliance with SCM
regulations should be enforced by
leadership. Accounting officers/
authorities should review these
records and seek explanation for
any processes that occurred in the
absence of adequate support.

Awards to state officials
and their close family
members

® Remunerative work was performed

without approval; this was due to
inadequate controls to ensure that
interest is declared.

© Reviews should be performed

of declarations of inferest and
this should be reconciled with
available sources such as CIPRO.

© Disciplinary action should be

instituted on employees who fail to
declare their inferests.

Uncompetitive or unfair
procurement processes

® Goods and services exceeding

R500 000 were procured without
obtaining three quotations.

This was due fo leadership

not reviewing and monitoring
compliance with the relevant laws
and regulations.

© leadership sef the fone at the top

of 100% compliance with SCM
regulations and should review and
monitor compliance with laws and
regulations and fake action on
individuals who contravene these.

Inadequate contract
management

® It was noted that contracts were

extended or renewed to avoid
the competitive bidding process
resulting in new suppliers not
being afforded an opportunity fo
compete in this markef.

© leadership should enforce an

understanding of what the SCM
regulations aim to achieve and
emphasise the importance of
adhering fo these regulations in
each situation, including contract
exfensions.

Inadequate confrols

® There are inadequate controls to

ensure that interests are declared.
This is due to the fact that there are
no consequences for employees
and suppliers who do not declare
their interest

© Every individual should be made

aware of his/her responsibility

to obtain approval for the
performance of other remunerative
work and the declaration of his/
her interest in any awards if
he/she is a member of senior
management or involved in SCM
processes.

Conclusion on supply chain management

The most common finding arising from our audits across all auditees relates to deviation from legally
prescribed SCM processes. It is important that prescribed processes are followed to ensure that

the selected supplier has the capacity to deliver the goods and services and supplies these at a
reasonable price. Inadequate management of projects and contracts remains a weakness in the public
sector.

Non-compliance with SCM legislation was the cause of the biggest portion of irregular expenditure
incurred by both departments and public entities.

Awards fo state officials and their close family members are still a concem, especially where suppliers
do not declare their interest and where other remunerative work by employees was not approved. This
is due to inadequate SCM controls.

There appears fo be no improvement in the outcomes of the SCM audit since the 2009-10 audit
cycle.

To accelerate the elimination of tender process irregularities, every accounting officer/authority, CFO
and senior official should discharge their PFMA-prescribed obligations diligently. They are required fo
fake reasonable steps to prevent irregular expenditure by developing and implementing infernal control
systems that ensure fair, equitable, transparent, competitive and cost-effective SCM processes that can
prevent and detect fraud, non-performance by suppliers and non-compliance with SCM legislation.

Non-compliance must have consequences and accountability must be enforced at all levels.

2.4.7 Assessment of drivers of internal control over compliance with

laws and regulations (Departments and entities — excluding
entities not audited by the AGSA)

Figure 18 provides an assessment of the key drivers of internal confrol that
should be in place to ensure compliance with laws and regulations.
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Figure 18: Assessment of drivers of internal control — Compliance with
laws and regulations

Effective leadership culture

Oversight responsibility

HR management

Policies and procedures

Leadership

Action plans

IT governance

Proper record keeping

Processing and reconciling controls

Reporting

management

Compliance

Financial and performance

IT systems controls

Risk management 25% 9%
9%

Internal audit 80%

Audit committee 78% .Iu 6%

Governance

EGood Hin progress Mintervention required

2.4.8 Best practices, root causes of findings and the way forward
on compliance with laws and regulations by auditees

The above assessment highlights the significant attention required by the
leadership, those charged with governance and management to address
findings on compliance.

Approximately half of the entities reported on in this report had findings on
compliance. The entities that had no findings on compliance had achieved
this by faking charge of their dashboard reports by implementing controls
fo address weaknesses identified, by having internal controls in place to
manage the entities’ compliance with laws and regulations and by having
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effective audit committees with the requisite skills to provide oversight of
compliance issues, as well as effective governance structures, such as
internal audit, risk management, efc.

The following are some of the root causes/internal control deficiencies that
need to be addressed by management to assist them in addressing the
findings on non-compliance. These provide some context to the assessment
made above.

There are no consequences when the PFMA is contravened and no charges
of financial misconduct are laid. Non-compliance must have consequences
and accountability must be enforced at all levels. leadership must sef that
tone of decisively dealing with such malpractices.

There is a lack of monitoring by leadership to ensure compliance with laws
and regulations. In some cases it was nofed that leadership does not focus
on the timely appointment of appropriately experienced and qualified audit
committee members. The filling of vacancies at the internal audit sections is
not regarded as a priority and thus there are no suitably qualified infernal
auditors to assist the leadership with the monitoring of compliance. Systems
need to be implemented fo ensure that entities are aware of the legislation
that affects them and that they monitor compliance with legislation. The
internal audit section and the audit committee must be suitably equipped to
assist the entity to deal with matters relating to compliance. leadership and
management must also regularly review and monitor compliance by officials
with applicable laws and regulations. The focus should be on measures that
prevent unauthorised and irregular transactions and enable the discharge of
statutory responsibilities by management and senior officials. In this regard,
a compliance checklist is recommended as a handy tool to proactively
prevent deviafions from laws and regulations.

Policies and procedures are not implemented to ensure compliance with
laws and regulations relafing fo aspects such as iregular expenditure,
asset management, human resource management, revenue collection and




expenditure management. In one instance it was noted that the entity’s SCM
policy was not in line with PFMA requirements. Policies and procedures
need fo be developed fo ensure alignment with relevant laws and
regulations.

In some instances the SCM and human resource functions have been
decentralised fo the regions. Policies and procedures need fo be developed
by these entities to guide the processes at regional level. Furthermore,
internal audit should be used to evaluate the controls and systems in place
for compliance.

The findings on SCM in some cases arose due o poor planning that
resulted in the bidding process not being followed. Inadequate management
of projects and contracts remains a weakness and findings were raised
regarding a lack of written contracts, payments made in excess of confract
amounts, irmegular amendments/extensions to contracts and inadequate
monitoring of contracts. In most cases the reason for these weaknesses was
insufficient capacity and skills to manage contracts.

For commitments made in respect of compliance findings please refer to
section 4 of this report.
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SECTION 3: DRIVERS OF AUDIT OUTCOMES -
KEY CONTROLS

3.1 Overview of key controls as drivers of the three facets of
audit outcomes

The AGSA has identified three categories of drivers of improved audit
outcomes through interactions on audit outcomes with auditees over the past
several years. These categories have been used fo formally document the
results of the AGSA's quarterly key control visits to the national leadership.

These drivers (key controls) are categorised info the fundamental areas of
internal control, namely:

® |eadership
e financial and performance management
® governance.

Deficiencies in some or all of these controls can be directly linked to:

e qudit opinions on the financial statements
e findings on predetermined objectives
e findings on compliance with laws and regulations.

Auditees that had improved their audit outcomes or maintained positive
audit outcomes can atiribute this to the implementation and effective
monitoring of the three fundamentals of internal control. Similarly, where
auditees had regressed or received negative audit outcomes, this can
be attributed fo a failure to implement and monitor these fundamentals of
internal control.

Annexure 4 fo this report assesses the adequacy of key controls af auditees
at the time of the audit. An assessment of these drivers of financial reporting,

reporting on predefermined objectives and compliance with laws and
regulations is provided in sections 2.2.9, 2.3.3 and 2.4.6, respectively.

Sections 3.2 and 3.3 provide an assessment of human resource
management and information fechnology management as specific drivers of

audit outcomes.

An overall assessment of progress made by depariments and public enfities
in implementing key confrols is depicted in figure 19.

Figure 19: Progress made in implementing key controls

Overall movement

Public entities over prior year

Departments

2010-11

Leadership

49

2010-11

performance

Financial and
Governance | management

2010-11

¥Good “In progress ¥ |ntervention required

The above assessment highlights the progress made by entfities with regard
fo their key controls. As can be seen from the above, on average no
progress had been made in any of the three areas of control. Departments
are struggling, especially in the areas of leadership and financial and
performance management. The key areas under leadership that have to be
addressed include oversight responsibility, HR management, action plans
and IT governance. In respect of financial and performance management,
the following areas need to be addressed: proper record keeping,
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processing and reconciling, reporting, compliance and IT systems controls.
Sections 3.2 and 3.3 provide further information on HR management and [T
governance as drivers of audit outcomes.

The leadership and executive management need to actively monitor action
plans aimed at enhancing financial and performance reporting and
compliance with laws and regulations. The leadership should also confirm
that effective HR management policies and practices are in place and
that adequate and sufficiently skilled resources are available. Moreover,
information fechnology fools that enable government to deliver value and
improve performance should be used.

For an enfity fo have sound financial controls, the appropriate level of
management should regularly review interim/monthly reporting and prepare
regular, accurate and complete financial and performance reports that are
supported by reliable sources of information. leadership and management
must also regularly review and monitor compliance by officials with
applicable laws and regulations. The focus should be on measures that
prevent unauthorised and irregular fransactions and enable the discharge of
statutory responsibilities by management and senior officials.

The audit committees of auditees should play an important role in ensuring
that management information produced on a monthly basis is credible.

For information to be credible, it is necessary to verify that the information

is complete, accurate, valid and supported by evidence. The executive
authority should use the audit committee to provide assurance on the
credibility of management information on a regular basis. Inadequate
affention to non-compliance matters and the service delivery reporting by the
audit committees was also noted. An analysis of the effectiveness of audit
committees of departments and the level to which the executive authorities
are engaging with them is provided below.
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Figure 20: Audit committees

Departments: 100% = 40

Audit committee existence

Audit committee interaction with
executive authority

Audit committee compliance

Audit committee impact on audit
opinion

HGood/ excellent

H|ntervention required “Concerned

Evaluation of audit committees of departments

Auditee

Existence of audit
committee
Evaluation of engagement
with executive
Compliance with
legislation
Impact of committee on
audit outcome

Department of Agriculture, Forestry and Fisheries
Department of Arts and Culture

Department of Basic Education

Department of Communications

Department of Cooperative Governance and Traditional Affairs
Department of Correctional Services

Department of Defence

Department of Economic Development

Department of Energy

Department of Environmental Affairs

Department of Health

Department of Higher Education and Training

Department of Home Affairs

Department of Human Seftlements




Evaluation of audit committees of departments

Auditee

Existence of audit
committee
Evaluation of engagement
with executive
Compliance with
audit outcome

Impact of committee on

Department of International Relations and Co-operation
Department of Justice and Constitutional Development
Department of Labour

Department of Mineral Resources

Department of Police

Department of Public Enterprises

Department of Public Service and Administration
Department of Public Works

Department of Rural Development and Land Reform
Department of Science and Technology

Department of Social Development

Department of Sport and Recreation

Department of Tourism

Department of Trade and Industry

Department of Transport

Department of Water Affairs and Forestry

Department of Women, Children and Persons with Disabilities
Government Communication and Information System
Independent Complaints Directorate

National consolidation

National Treasury

Parliament

Public Admin and Leadership Management Academy

Public Service Commission

Statistics South Africa

The Presidency

3.2 Effective human resource (HR) management as specific
driver of audit outcomes

Effective HR management is a key driver of all three facets of audit
outcomes. In this confext, HR management is deemed effective if adequate
and sufficiently skilled resources are in place and performance is monitored.

The AGSA's assessment of HR management focuses on the following areas:
HR planning and organisation

Management of vacancies

Appointment processes

Performance management

Acting positions

Management of leave, overtime and suspensions

This assessment was performed at departments in the previous year and
was intfroduced at some public entities in the year under review. 51

3.2.1 Overall findings arising from the assessment of HR
management

The figures below depict the extent of weaknesses in each focus area for

departments (with a comparison to the previous year] and public entities
(without a comparison).
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Figure 21: Identified HR management weaknesses — Departments Table 13: Common findings from the AGSA’s focus areas
Performance Departments Pu.b!i‘
management . e entities
Focus area Summary of common findings
Managemengof 2009_]0 m
vacancies
H lan based trategic pl o o o
Vanagement o leave, n;r?:rg)lr;zcszurce plan based on strategic plan 6%  46% 30%

overtime and
suspensions

HR planning and
organisation

Human resource plan did not adequately
defermine gap between existing and required 7% 0% 1%

HR planning and :
planning an HR and actions necessary to address gaps

organisation 539

Senior management positions vacant more than 339 8% 21%
Aooor Management of 12 months
proimimentprocesses i Fi department — positions vacant more
vacancies inance department — positio o o o
than 12 months Ll ol L
Acting positions - Prescribed selection qnd approval processes not 1% 4% 19%
Appointment followed for all appointments
®2010-11  ¥2009-10 processes Verification process for new appointments did 299 8% 49
not always take place ° ° °
Figure 22: Identified HR management weaknesses — Public entities Senior management did nof sign performance | 4q0. | 33 | 159
Performance agreements for current performance period
52 Management of leave, management Performance bonuses paid to employees not 4% 49 13%
overtime and 16% entitled to such bonuses ° ° °

suspensions

Employees acted in positions for more than 12 30% 339% 19%

HR planning and 15%
ng a months
organisation Acting positions . . L
Senior managers acted in positions for more 15% 8% 30%
Acting positions 15% than six months ° ° °
y f Management of  Employees worked for more than maximum 30% 17% 9%,
anagement of leave, overtime hours overtime allowed ° ° °
and suspensions  Medical certificates not submitted for sick leave 19% 8% 17%
Performance o 0 o o o
management Compliance with legislation — competencies of 79 0% 6%
. (=} (=} o
Competencies of  key personnel inadequate
Appointment processes key personnel Financial reporting — competencies of key 0% 0% 11%
(<] ‘o ‘o

personnel inadequate
Competencies of key
personnel

The DPSA is mandated to defermine the policies and procedures in relation
to human resource, labour relations and compensation management for
the public sector. This is done through the Public Service Act and its related
Common findings from the AGSA's focus areas are summarised below. Prior  regulations.

year sfatistics are given for departments.

®2010-11

ON THE NATIONAL AUDIT OUTCOMES




The analysis above indicates that the weaknesses do not lie with the DPSA,
the policy setter, but rather with the implementation of the policies and
procedures. For instance, the policy setter cannot be held accountable
where some departments have not implemented a human resources plan
whereas other departments managed to do so.

It is therefore evident that the users of these policies and procedures, namely
the individual departments and other entities, are the cause of the audit
findings related to human resource and compensation management. These
implementing departments have not addressed matters as required.

Subsequent engagements with the Minister of the DPSA have confirmed
that there is still room for improvement with regard to the support and
monitoring of the implementation of human resources, labour relations
and compensation management policies and procedures at individual
departments and entfities.

3.2.2 Impact of staff vacancies on internal control

Positions should be filled in a timely manner with staff who have and
maintain a level of competence that allows them to accomplish their
assigned duties, as well as understand the importance of developing and
implementing sound internal control.

Control activities performed by staff at all levels form an integral part of
planning, implementing, reviewing and accountability for stewardship of
government resources managed by auditees and achieving results.

Such control activities include a wide range of diverse fasks related to the

three facets of audit outcomes, such as:

® maintaining sound financial management and adequate records and the
preparation of financial stafements

® seffing performance targefs and indicators; monitoring, recording and
validating performance against predetermined objectives; investigating

variances from set targets and faking corrective action for deviations
identified

enforcing compliance by officials with laws and regulations and ensuring
obligations imposed by legislation on the organisation are timeously and
fully discharged.

Such activities include, but are not limited to:

approvals and authorisations

verifications

reconciliations

performance reviews

maintenance of security

creating and maintaining records and appropriate documentation.

Control activities that may be neglected should key positions not be
timeously filled with staff possessing the requisite levels of qualifications and
experience, include the following:

53
Toplevel reviews of actual versus planned performance

Reviews by management af the functional or activity level

Controls over information processing

Physical control over vulnerable assets

Establishing and reviewing performance measures and indicators
Segregating incompatible duties, including the initiation, processing and
approval of fransactions

Proper execution of fransactions

Accurate and timely recording of transactions and events

Access restrictions to, and accountability for, resources and records
Maintaining appropriate documentation of fransactions

Enforcing compliance with policies, procedures, laws and regulations
Maintaining internal control

Risk management
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3.2.3 Root causes of findings and the way forward on HR
management

Progress by auditees since the audit of their 2009-10 financial statements
in filling vacancies is depicted below. The vacancy rate depicted is an

54

average rate based on the yearend vacancy rates af the auditees.

Figure 23: Progress in filling vacancies

Actual audit findings

Recommendations and way forward

Departments

Overall vacancy level

22%
Vacancies at senior management
rate

®2010-11 ¥2009-10

Public entities

7%

Overall vacancy level

6%
Vacancies at senior management
rate

HR planning and
organisation

® There was no approved HR plan
in place due to management
not exercising their oversight
responsibility over compliance with
laws and regulations.

® Delays in filling senior management
positions resulted in inadequate
and ineffective oversight regarding
compliance matters.

® The responsible official who had
to update the HR plan did not
understand the purpose of the plan;
as a result no effort was made to
have the plan approved.

© An approved HR plan should be
prepared and implemented.

© Where vacancies in senior
management are a concern the
accounting officer/authority should
take ownership of the HR plan.

© The accounting officer/authority
should exercise adequate oversight
responsibility over compliance with
laws and regulations.

© Officials responsible for the plan
should be informed and made to
understand the purpose of the plan.

® HR plan was approved but not
updated based on the strategic plan
due to lack of management review.

© HR plans should be reviewed and
aligned to the sfrategic plan of the
department.

© Management should assess the
human resources necessary fo
perform the functions taking info
account the specific requirements
and workload of their departments
and entities, thus linking the strafegic
plan to the HR plan.

© Management should review and
ensure that the approved HR
plan complies with Public Service
Regulations.

®2010-11 2009-10
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Actual audit findings

Recommendations and way forward

Findings

Actual audit findings

Recommendations and way forward

Management of
vacancies

® Senior management positions were
not filled within the required time
frame as some departments had a
limited number of funded posts.

® Appointments were placed on hold
due to changes at certain ministries.

® The accounting officer/authority
did not effectively exercise oversight
over compliance with laws and
regulations.

® For some public entities where
there was a vacancy in the CEO's
position this resulted in the entity not
being able fo fill senior management
vacant posts timeously.

® Management did not take efficient
and effective measures to ensure that
all vacancies are filled within 12
months.

© There should be a recruitment plan
to fill all key vacant posts.

© Delays in relation to filling of
vacancies should be addressed
fo avoid the excessive acting
allowances and overtime worked by
employees.

© Management should relook their
recruitment policies in consultation
with the DPSA fo ensure that
compensation offered is competitive
for the expertise required.

® At the finance department it
was noted that positions were
vacant for more than 12 months
due to overreliance on one or
two individuals af the finance
department, thus filling the positions
was not considered a priority.

® Where consultants were appointed
fo prepare the financial statements
this resulted in undue reliance
resulting again in the filling of stoff af
the finance department not being a
priority.

® Management is not taking sufficient
action to ensure that sufficiently
skilled personnel are appointed.

© Management should continually
evaluate the vacancies in Finance
and implement an effective HR
management plan.

© Critical posts should be identified for
urgent filling.

© Where consultants are appointed
by management fo prepare the
financial statements, positions within
the finance department still need fo
be filled to ensure there is adequate
skills transfer to existing staff.

Appointment
process

® Headhunting procedures were
applied without exhausfing all
other avenues and without written
motfivation.

® Job evaluations, job descriptions,
advertisements and CVs could
not be provided to support an
appointment due to poor record
keeping.

® Contracts are deemed to be
automatically renewable resulting
in employees working after their
confracts have expired and the
misconception that there is no need
for a new confract.

© All appointments should be
advertised and where a headhunting
process has taken place it must be
motivated.

© Management should ensure
that all appointment supporting
documentation is kept on file.

© Every appointment must be
accompanied by the relevant
supporting documentation and
approval must be granted by the
delegated official.

© No employee should commence
work without a valid employee
confract.

® No verification checks were
performed on employees’ criminal
record and qualifications, due fo
management not understanding the
need fo perform the checks.

© All new appointments should be
informed by vetfing.

© Control activities should be
regularly evaluated to ensure they
are appropriate and working as
infended.

© All verification procedures should be
recorded in writing and kept on file.

© A delegated official should monitor
whether verification processes are
performed and completed before an
official is appointed.
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Findings

Actual audit findings

Recommendations and way forward

Actual audit findings

Recommendations and way forward

Performance
management

® Senior management did not sign
their performance agreements within
the required time frames due to no
clear performance measures.

® There was no effective management
regarding the flow of information to
ensure that staff are timeously aware
of their roles and responsibilities.

® The accounting officer/authorities
have not delegated any specific
officials to ensure that senior
management have signed their
performance agreements.

® The accounting officers/authorities
did not exercise oversight
responsibility regarding compliance
with laws and regulations including
performance reporting.

© Management must lead by example
by adhering to laws and regulations.

© Performance bonuses should not
be paid if there is no performance
agreement.

© Reviews should be made to ensure
that all performance contracts are
signed and filed.

© Performance measures should be
clearly defined in performance
confracts.

® Performance bonuses were
paid to employees who did not
sign a performance agreement
due to performance bonuses
being awarded based on the
organisation’s performance and
not the employee’s individual
performance.

© Performance contracts should be
signed before an employee can
qualify for a performance bonus.

© Employees without performance
confracts should not receive a
performance bonus.

© The value of individual performance
should be highlighted fo staff.

© There must be proper record keeping
toensure all performance agreements
and assessments are filed.

Acting position

® Employees acted for more than 12
months due fo positions not being
filled timeously by management.

® The accounting authority and officer
did not ensure that where policies
exist they were adhered fo.

® There is no monitoring of acting
positions to confirm that the acfing
period does not exceed 12 months.

© Officials should act in positions
for the legislated fime frames only,
unless special circumstances allow
for an extension.

© Acting positions should be
reviewed on a regular basis fo
ensure compliance with laws and
regulations.

© Positions should be filled timeously.
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Management of
leave and overtime

® It was nofed that overtime worked
exceeded 30% of the employees’
salary due to management not
monitoring overtime worked by
employees.

® Policies and procedures relafing
to overtime were sometimes not
understood resulting in employees
working more than the maximum
hours.

® High vacancy rates contributed fo
high overtime hours being worked.

© Management must implement
controls fo monitor and review
overtime worked by employees.

© Policies and procedures relating
fo overtime must be clearly
communicated to officials.

© Strict instruction must be given to
employees not to compromise
the compliance with laws and
regulations.

® It was nofed that some departments
did not have on file employees’
medical certificates for sick leave
foken more than twice in an eight-
week period due to poor record
management.

® The leave policy was not consistently
applied as no requests would be
made for sick leave certificates for
some employees.

® Employees did not submit their sick
leave medical certificates due fo
management not enforcing their own
policies and procedures.

© Sick leave forms and medical
certificates should be filed together.

© Management should ensure that all
employees submit their sick leave
medical certificates in accordance
with their laws and regulations.

© All sick leave taken must be
accompanied by a valid medical
certificate.

Competencies of
key personnel

® It was nofed that employees did
not understand the requirements
of the departments' reporting
framework due to lack of required
competencies, this resulted in
numerous classification issues.

® It was also noted that some entities
had no skills to prepare the financial
statements due fo management not
appointing staff with the correct
skills.

® Overreliance on consultants
contributed to key personnel nof
developing the required skills.

© Departments should put in place
fraining programmes for finance
personnel fo give them those
competencies they require.

© Entities should appoint the people
with the required skills.

© Training programmes for finance
personnel should be provided to
give them those competencies they
require.

© Where consultants prepare the
financial stafements there must
be appropriate skills fransfer to
empower the employees within the
finance department.




3.3 Information technology (IT) management as specific
driver of audit outcomes

3.3.1 Computer systems in use and the management of IT

Computer general controls are those controls relating to the [T infrastructure

and are embedded in information system management processes. The

objective of audits of general controls is the evaluation of the adequacy and

effectiveness of IT confrols to ensure that:

e financial, sensitive computer systems are only accessed by authorised
officials

® systems are developed, enhanced, configured and implemented so that
they are effective, functional and secure

e critical information is recoverable and usable in the event of disasters
and disruptions.

The public sector departments and public enfities are heavily reliant on

IT systems to perform their sfatutory financial management, reporting and
administrative functions. Furthermore, these systems enable the automation
of business processes and transaction processing, which confributes to
effective internal control at departments and public entities. The information
processed and sfored on IT systems is therefore regarded as a strafegic
asset that is vital to the accuracy and reliability of the financial and
performance information used by management during the planning,
monitoring and reporting phases.

Departments

Thirty-seven national departments, subject to IT audits, utilise fransversal
systems, e.g. the Basic Accounting System (BAS), Personnel Administration
System [Persal), Logistical Information System (Logis) and other smaller non-
fransversal systems. [An IT audit was not performed af Parliament and the
Department of Police utilises POLFIN instead of BAS.)

Design of IT management

Roles and responsibilities in terms of support and usage of systems fo ensure

a confrolled environment are depicted below:

Design of controls over information systems in government by the DPSA
| (IT governance framework, policies) - informed by government-wide IT
| risk assessment, strategic plan monitoring

b
M
,_“

e ,
= Centrally supports BAS, Persal and Logis systems and \

controls any changes that can be made thereto b
= Creation of provincial system controllers
= Guidance on user account management for

departments

National Treasury

IT
environment
with adequate
controls to
mitigate risks
over financial
systems

= Centrally hosts services and networking infrastructure
= Backups and disaster recovery and data retrievel for
transversal systems
* Creates the mainframe username on Persal to allow
linking by NT
= Security management for BAS, Persal and Logis

DPSA
= Implement security management controls
Departments ‘ = Implement user access control-BAS, Persal, Logis-

Compliance monitoring by the DPSA

l = Develop own IT strategic plans for submission of the

customise guide for their implementation
= Disaster recovery for infrastructure and local network
i to connect to SITA

Public entities

Although the IT environment was formally reviewed at only 77 public
enfifies, the IT environments of the remaining public entiies were assessed
during the key confrol assessment which is performed on a quarterly basis.
The public entities that were audited used different systems for processing
their financial and information systems. These range from offthe-shelf
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packages (computer packages purchased), those developed in-house as Figure 24: Implementation of IT management

well as customised systems (computer packages purchased and modified). 20

Maintenance of these systems is performed individually and no assistance is 100%

received from either the NT or SITA fo ensure that the computer systems used

are adequately controlled and that IT is costeffectively managed. Public 80%

entities are also not subject fo the policies and procedures developed by the

DPSA around the usage of IT sysfems to support government objectives. 60%

o5 95% 100%

It is against the roles and responsibilities outlined above that the following 40%

focus areas were set for audit of the IT environment:
20%
¢ [T governance
® Security management 0%
e User access control
® [T service continuity

IT governance Security management User access management IT service continuity

¥ Departments with findings ¥ Ppublic entities with findings

Table 14: Identified control deficiencies in management of IT

58 Audits on the following focus areas are transversally performed and were Incidence of control weaknesses idenfified
conducted at the National Treasury and Stafe Information Technology — Public entities
) Focus area Outline of aspects avdited
Agency (SITA):

Number ith | Number | % with
avdited | findings | audited | findings

38 79% 69 75%

The structures, policies and process through
which the departments ensure that IT
departments and public entities support and
are in line with the business requirements.

e Program change management
e Facilities management IT governance
e Data centre management

Controls that prevent unauthorised access

Security to the networks, operating systems and 37
WISISIIN U application systems that generate and

prepare financial information.

3.3.2 Implementation of IT management 81% 72 92%

Procedures through which the departments

and public entities ensure that only valid,

authorised users are allowed segregated 38 92% 75 95%
access fo initiate and approve transactions

on the system.

IT management for financial systems was evaluated at 38 national

departments and 77 public entities. User access
management

Key areas in the management of IT where deficiencies were identified are
summarised in the table below. Processes of managing the availability of

hardware, system software, application

software and data to enable departments 37 100% 71 83%
to recover or establish information system

services in the event of a disaster.

IT service
continuity
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Key issues within the national departments are summarised as follows:
IT governance

The DPSA is responsible for the development of a governmentwide

IT governance framework fo be rolled out to the departments for
implementation. However, there has been a delay in rolling it out, resulting
in the absence of an IT governance framework af the departments. In

fofal, 79% of departments did not implement some IT governance aspecs,
namely executive management oversight of IT activities, [T risk management
processes, |T strategic planning, service level agreements and delegation of
key IT responsibilities. However, 21% of departments that did not have an T
governance framework took the initiative to design and implement adequate
IT governance controls. This is commendable; however, such controls may
not be sustainable as they were not formally rolled out by management and
cannot be enforced.

Security management

Information security controls aimed at the prevention of unauthorised access
fo the networks, operating systems and application systems that prepare
financial information were inadequate at 81% of the departments. This

can be affributed to the implementation of inadequate IT security policies
and procedures because government-wide IT security policy has not been
approved and rolled out by the DPSA to the departments. SITA has also
implemented inadequate security controls over the wide area networks

of the departments. Ninefeen per cent of departments had implemented
informally designed security controls.

User access management
Eight per cent of departments were found to have designed and adequately

implemented controls over user account management, while 92% of
departments had not implemented user account management confrols,

resulting in the following user account management processes not being
performed, namely user access not formally approved, system controller
activities access not monitored and reviewed and user access rights not
reviewed fo ensure that they are commensurate with job descriptions.

IT service continuity

Not all departments had adequately implemented controls pertaining to
IT service continuity. Deficiencies vary between backups that were not
performed, business continuity plans (BCPs) and disaster recovery plans
(DRPs) that were not established and data that was not stored off-site to
enable connection to SITA for the resumption of business operation in the
event of a disaster.

Key issues within the public entities can be summarised as follows:

IT governance
59
Seventyfive per cent of public entities did not implement all IT governance
aspects, namely executive oversight of IT activities, IT governance framework
not implemented, inadequate risk management processes, service level
agreements not monitored, [T steering committee not established and [T
strafegic plan not in place. However, 25% of public entities implemented
some IT governance aspects adequately.

Security management

Information security aimed at the prevention of unauthorised access to the
networks, operating systems and application systems that prepare financial
information was found fo be inadequate at 92% of the public entities
audited. This can be partially attributed to the absence of IT security policies
af more than half of the public entities. Eight per cent of the entities have
not adequately implemented the security management controls designed by
management.
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User access management

Five per cent of public entities were found fo have designed and adequately
implemented controls over user access management, while 95% of public
entities had not implemented user account management controls, resulting

in the following user access management processes not being performed,
naomely user access not formally approved, system confroller activities access
not monitored and reviewed and user access rights not reviewed to ensure
that they are commensurate with job descriptions.

IT service continuity

In total, 83% of public entities had not adequately implemented controls
pertaining fo IT service continuity. Deficiencies vary between backups not
being performed, BCPs and DRPs not established and data not stored off-
site. However, 17% of public enfities had adequately implemented controls
over IT service continuity, such as BCP, DRP and backups.

Program change management

Fifty-eight per cent of public entities audited had not implemented

confrols over program change management. This can be affributed to the
absence of change control policies and procedures and lack of adequate
implementation of managementdesigned policies, which could result in the
implementation of changes that had not been approved. Forty-two per cent
of public enfities had adequately designed and implemented controls over
program change management.

Facilities and environmental controls
In total, 77% of public entities audited have not implemented adequate

facilities and environmental controls over information systems to ensure the
security, infegrity, condition, performance and accessibility of the systems
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and the system information. This can be attributed to the lack of policies
and procedures, inadequate environmental controls and insufficient physical
confrols. Thirtythree of public entities had adequately designed and
implemented facilities and environmental controls.

Data centre management

Forty per cent of public entities audited have not implemented adequate
confrols over dafa centre to ensure preventive maintenance of hardware.
This can be affributed to the lack of policies and procedures. Sixty per cent
of public entities had designed and implemented adequate controls over
data centre management.

Transversal controls

An effective control environment for the fransversal systems is crucial as
large amounts of critical financial data and transactions are recorded and
processed on these systems. The following findings that have an impact
government wide, i.e. at national and provincial levels, on the above-
mentioned systems were identified:

® Adequate confrols were not always designed and implemented within
the NT as unauthorised and invalid changes could be effected to data,
tables and programs that generate the financial statfements.

® The network security weaknesses identified during the previous year audit
have been adequately addressed; however, the internal and external
vulnerability assessments performed at departments indicated that the
pafch management controls were not appropriately designed, resulting
the lafest security patches for critical network components such as routers
and firewalls not being implemented. Critical systems were therefore
exposed to vulnerabilities that could be exploited to gain unauthorised
access, fo bypass access confrols and to disrupt system availability.

® Adequate disaster recovery capacity was not implemented at the




disaster recovery site to ensure that dafa is synchronised between
production and the recovery site during testing of the disaster recovery
plan. Unauthorised access could be obtained to sensitive areas due to
inadequate database administration and user profile management in
respect of the physical access card system.

® The DPSA had not approved the governmentwide IT governance
framework and IT security frameworks that would guide the development
and implementation of policies and procedures across pertinent focus
areas.

Integrated financial management systems project

Due to prolonged contract negotiations, the lack of full capacity at SITA,
underutilisation of the approved budget, delayed project deliverables,

an ineffective risk management process, non-adherence to timelines and
ineffective oversight, the infegrated financial management system (IFMS)
was not fully implemented and rolled out to government as envisaged. Only
the asset register, HR and procurement modules were rolled out at specific
lead sites while the payroll, finance, inventory management and business
intelligence modules were still under development.

The timely implementation of the IFMS would have improved the general
confrol environment, thus helping in reducing incidents of fraud or their early
detection, where committed. The integrated functionality of the systems
would assist in ensuring more accurate business information that is available
in real time. Furthermore, it would have helped to minimise the level of
corruption in SCM processes, especially during the tendering process.

Some of the audit focus areas were also assessed in the 2009-10 financial
year. The following figure depicts progress made by departments in
addressing the weaknesses raised.

Figure 25: Progress in addressing prior year IT findings

Departments Public entities

IT governance 65% 32% 62%

Security management 59% 19% 13% 76%

User access control 74% 17% 11% T1%

IT service continuity & 74% 68%

23% 19%

Departments Public entities

¥Good “In progress M |ntervention required

Management has made some progress in addressing prior year findings as
the majority of management commitments have been partially implemented,
although management's attention is still required to ensure that commitments
are addressed fully.

Findings that require immediate management infervention as they are
repeated findings can be summarised as follows:

Departments

e [T governance — Depariments in progress have drafted IT governance
frameworks and processes, such as IT steering committees, strategic
plans and risk management processes, although these have not yet
been formally approved and rolled out. Management's intervention is
still required at departments that have not implemented management's
commitments made in the previous year. Good governance processes
have been implemented at some departments, even though they did
not have a formal IT governance framework in place. The DPSA should
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approve and roll out the IT governance framework for implementation
by the departments and ensure that resources are equipped with the
necessary skills to successfully implement the framework at departments.
Security management — Departments in progress have draffed policies
while awaiting the DPSA's governmentwide [T security framework.
These policies, however, have not yet been formalised and rolled out.
Some departments have implemented good IT security controls using
informally designed controls and there have been instances of repeated
findings where management had not implemented corrective actions as
committed. The DPSA should approve and roll out the IT governance
framework for implementation by the departments and ensure that
resources are equipped with the necessary skills to successfully implement
the framework at departments. The National Treasury should centralise
security parameter sefftings for BAS to ensure settings are standardised.
User access management — Departments in progress have designed
confrols in the form of policies and procedures although these are sfill

in draft and have not yet been approved. Some depariments have
designed and implemented controls adequately, while management’s
intervention is required atf the departments that had repeated findings
due to management's commitments that were not addressed. Accounting
officers need to play an active role to ensure that the guidelines issued
by the National Treasury and those developed within departments are
implemented.

IT service continuity — Departments in progress have disaster recovery
plans although these do not form part of the business continuity plan,
and hence may not be aligned with the business strafegies. A few
depariments adequately perform backups and store them offsite;
however, these controls are informal and may not be enforceable.
Accounting officers should provide leadership in the development of
business continuity plans within each department to ensure connectivity to

SITA.
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Public entities

IT governance — Public entities in progress have drafted IT governance
frameworks and processes, such as IT steering committees, strafegic
plans and risk management processes. Some public entities have
implemented good governance processes, even though they did not
have a formal IT governance framework in place and a few require
management intervention as they have had repeated findings resulting
from commitments that were not implemented. Public entities should
ensure that they develop and implement an IT governance framework
within their entities. Utilisation of the DPSA IT governance framework
should be considered.

Security management — Public entities in progress have draft policies in
place. Some have implemented good IT security controls using informally
designed confrols and a few have had repeated findings where
management has not implemented corrective actions as committed.
Security management policies should be formalised and implemented.
User account management — Public entities in progress have designed
confrols in the form of policies and procedures although these are sfill
in draft and have not yet been approved. A few public entities have
designed and implemented controls adequately, while management
infervention is required for those that had repeat findings due to
commitments that were not implemented.

IT service continuity — Public entities have made significant progress in
establishing business continuity plans and ensuring that the process for
ensuring data recovery is addressed in these plans, although these have
not been formalised and implemented. The accounting officers should
provide leadership in the development of BCPs.

Progress with transversal systems

* Departments indicated that SITA would be approached fo assist in

addressing weaknesses identified and that skills and capacity would be
improved to address weaknesses per individual department.




3.3.3 Root causes of findings and the way forward on information
technology management

The overall roof cause s the lack of implementation and monitoring of
commitments made by leadership. In addition, there is no system for
monitoring the implementation of commitments.

Weaknesses in HR management are also a root cause of IT deficiencies.
In particular, some auditees have not yet appointed a CIO or IT manager.
All departments reported on have appointed persons in these positions
except for the Department of Water Affairs, the Department of Infernational
Relations and Cooperation and the Public Administration and leadership
Management Academy.

IT governance
Departments

The key root cause of findings pertaining fo IT governance is the lack of
implementation of an IT governance framework at national departments
and public entities. The DPSA has not developed a governmentwide IT
governance framework for implementation by national departments.

Public entities

Public entities are not subject to policies developed by the DPSA; however,
they have in their own capacity not established and implemented [T
governance frameworks. This has resulted in inadequate IT governance
processes such as IT steering committees not being established, IT strategy
plan not established, inadequate risk assessments and key [T responsibilities
not delegated.

Security management

The key root cause of findings pertaining to security management is the
lack of IT security policy framework for government departments and
public entities. The DPSA has not established an IT security framework to
be implemented at departments and public entities have not established
controls perfaining fo [T security.

Specialist skills are needed to implement and manage these security
functions. At departments and public entities these controls were not sfrong
enough due fo the lack of adequate skills as well as lack of communication
regarding roles and responsibilities between SITA and departments.

User access management

The key root cause of findings pertaining to IT user access control is the

lack of an active role by CFOs in ensuring that guidelines that have been
established by NT or the public enfities are implemented for government 63
departments and public entities.

IT service continuity

The key roof cause of findings pertaining fo IT service confinuity is the fact
that leadership oversight does not accept responsibility for developing BCPs
for government departments and entifies.

Transversal system controls

The weaknesses pertaining to network security at departments can be
attributed to the limited number of skilled staff, which in turn contributed to

the lack of an approved patch management policy.

The rootf cause of findings pertaining fo SITA is inadequate infrastructure.
The National Treasury indicated that it would not be costeffective to incur
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further expense in addressing the weaknesses pertaining to program change
confrols due to the development of IFMS.

Way forward
Departments

® Internal audit should be more involved in fracking the progress with
regard fo implementation of management commitments, with specific
focus on IT, proactively and continuously.

e The DPSA should approve and roll out the IT governance framework for
implementation by the departments.

® In the absence of the DPSA-developed IT governance framework,
departments are encouraged to develop their own framework or at
minimum implement key control activities, such as IT strategy and risk
management processes.

e National departments, in consultation with the DPSA, should develop
and implement [T security policies and procedures.

* The National Treasury should centrally control security parameter settings
for BAS to ensure that settings are standardised and cannot be amended
at department level.

e Chief accounting officers need to play an acfive role in ensuring that
guidelines issued by the National Treasury and those developed within
departments are implemented.

Public entities

The accounting authorities at public entifies should ensure the following:

® Adoption and roll-out of an adequate IT governance framework.
Adoption of the DPSAdeveloped governmentwide IT governance
framework should be considered.

 Development and implementation of key IT policies, such as security and
user access management.

e Provide leadership in the development of BCPs.
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Transversal systems

The National Treasury should ensure that the weaknesses identified in
respect of program change confrols are addressed during the development
of IFMS development.

SITA should ensure the implementation of adequate disaster recovery
capacity.

Management should ensure that staff are equipped with the skills to develop
and implement patch management and network configuration policies and
standards.

Commitments

The DPSA Minister has committed to developing and implementing a
governmentwide [T governance framework. Although the framework has not
been finalised, the minister has demonstrated his commitment to complefing
the project through various sessions held with leadership within government.

Overall assessment of the state of IT management in terms of design at
national level in relation to the audit results

There has been great improvement regarding the development of IT controls
within government; however, challenges are sfill experienced in ensuring the
adequacy of these confrols to address IT risks with an impact on financial
information. Furthermore, where controls were adequately developed,
challenges to ensure that these controls are implemented adequately and
consistently still exist.




SECTION 4: INITIATIVES AND COMMITMENTS
FROM NATIONAL ROLE PLAYERS

4.1 The function of key national role players in audit
outcomes

4.1.1 Assessment of monitoring capacity and focus areas of
national role players at the time of the audit

The AGSA has, since August 2011, engaged national role players on
seven specific focus areas where their contributions to improving audit
outcomes can be further enhanced. An assessment of the monitoring
capacity and effectiveness of the role players in relation to these focus areas
at the time of the audit is depicted in the table below.

Table 15: Assessment of monitoring capacity of key national role players to
address audit outcomes at the time of the audit

Role players

=
S
=
S
B
L

Supply chain
management
Predetermined
objectives
management
Turnaround
plans
management
Governance
structures

Executive leadership
(National Treasury, DPSA,
Presidency)

Legislative oversight
(NCOP, NA portfolio

committees)

£
8
B
c
2
o}
19}
1%}
S
=
-
2
e
2
[}
>
@)

Accounting officers, accounting authorities, CFOs and senior
officials

Administrative accountability

- Intervention required

- Good progress

Note: Responsibility for these focus areas varies amongst the role players.

In progress

Executive leadership has not taken decisive action to address the
iregularities identified in the SCM process and therefore deficiencies in this
area are sfill prevalent when referring to the 2010-11 audit outcomes.

The National Treasury issued an instruction note on 31 May 2011, which
responds to gaps identified in SCM regulations of which the impact is
expected fo show in the 201 1-12 audit outcomes.

Action is required on departments and entities such as Public Works and
SITA which serve as procurement agencies for other auditees and which
have failed to comply with SCM regulations as attested to in their audit

reports.

SCOPA and the portfolio committees are raising this matter with auditees as
a matter of concern and monitoring of the progress in this area should have
a positive impact in future.

Executive leadership has concentrated their efforts on addressing the matters 65
of presentation and reliability of the report on predetermined objectives.

There has not been much success in addressing the preparation of targefs

fo be specific, measurable and time bound. Portfolio committees have not

placed much emphasis on reviewing of targets set in strategic plans for

compliance with the criteria set by the National Treasury when considering

the strategic plans.

Ministers have become more involved in monitoring financial management
in their portfolios. Although oversight committees are giving attention to this
matter, such attention should be more focused and better informed.

Ministers and portfolio committees are becoming involved in monitoring and

are requesting feedback on turnaround plans, whilst portfolio committees
are showing litlle interest in monitoring these plans.
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Executive leadership has demonsirated great improvement regarding
development of IT controls within government; however, challenges are

still experienced in ensuring the adequacy of these controls to address

IT risks with an impact on financial information. The National Assembly

and portfolio committees, on the other hand, did not give this area any
consideration. The DPSA, which is mandated to develop policies and
procedures perfaining fo [T, has developed a draft governmentwide IT
governance framework which has yet fo be approved by cabinet and rolled
out for implementation by the departments.

The DPSA has substantially initiated all required human resource and
compensation management policies and procedures to address the
legislative requirements set by the Public Service Act. What is left for the
DPSA now is to start engaging with individual departments in order to
support and monitor compliance with their policies and procedures.

Executive leadership has improved their focus on filling crifical positions,
whilst portfolio committees focused on the implementation of organograms.

Ministers are very involved in addressing the shorfcomings in internal audit
and audit committees, while SCOPA and portfolio committees placed
increased focus on the role of these governance structures.

4.1.2 Commitments and actions by national executive leadership
and oversight

Responses and commitments emanating from the prior year, as well as the

September/October 2011
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Table 16: Responses and commitments by the national leadership

Focus areas targeted by commitments and action
plans

Outline of role player commitment/
proposed action plans November 2011

Supply chain
management
Predetermined
objectives
Financial
management
Turnaround
plans
IT controls
management
Governance
structures

Executive leadership

EIGOEIRIZO® N oon w o=

Al

NN
— |

N
N

NN NN
o O bW

Agricultural Land Holding Account
Deeds Trading Account

Department of Agriculture, Forestry and
Fisheries

Department of Arts and culture
Department of Basic Education
Department of Communications

Department of Cooperative Governance and
Traditional Affairs (COGTA)

Department of Correctional Services (DCS)

Department of Defence (DoD)

Department of Economic Development (EDD)

Department of Energy
Department of Health

Department of Higher Education and Training --- --
Department of Home Affairs ----- -

Department of Justice (D))
Department of Labour

Department of Mineral Resources
Department of Public Works

Department of Rural Development and Land
Reform

Department of Science and Technology
Department of Water Affairs

Department of Women, Children and Persons
with Disabilities (DWCPD)

National Arts Council (NAC)

||
National Prosecuting Authority - Pretoria (NPA) --- ---

PanSALB

N
Private Security Industry Regulatory Authority -------




27
28
29
30

Focus areas targeted by commitments and action
plans

Outline of role player commitment /
proposed action plans November 2011

Financial
management

Supply chain
management
Predetermined
objectives
Turnaround
plans
IT controls
HR
management
Governance
structures

Property Management Trading Account (PMTE) -
Public Service and Administration
Third Party Funds (TPF)

Water Trading Entity

Accounting officers/authorities

1

2
3
4

10

11
12
13
14
15
16
17
18
19
20
21
22

Agricultural Research Council (ARC)
Autopax

Boxing South Africa

Chemical Industries Services Sector Education
and Training Authority

Comnmission for Conciliation Mediation and
Arbitration

Commission for the Promotion and the
Protection of the rights of Cultural, Religious
and Linguistic Communities (CRL Commission)

Companies and Infellectual Property
Registration Office (CIPRO)

Compensation Fund
Construction SETA

Constructive Industry Development Board
(CIDB)

Council for Medical Schemes

Council for the Built Environment (CBE)

Council on Higher Education

Criminal Asset Recovery Account (CARA)
Cross Boarder Road Transport Agency (CBRTA)
Department of Arts and culture

Department of Basic Education

Department of Communications
Department of Health
Department of Human Settlements

Department of Justice (D))
Department of Police

48

49

50
51
52
53
54

59

56
57
58
59

Focus areas targeted by commitments and action
plans

Outline of role player commitment /
proposed action plans November 2011

Supply chain
management
Predetermined
objectives
|
management
Turnaround
plans
IT controls
HR
management
Governance
structures

Department of Trade and Industry (DTI)

Department of Water Affairs

Department of Women, Children and Persons
with Disabilities (DWCPD)

Education Labour Relations Council

Energy Seta
Forest Industries Sector Education and Training

Authority
Freedom Park

Government Communication Information
Systems (GCIS)

Guardian Fund (GF)
ICASA
Independent Complaints Directorate

Independent Electoral Commission

Insurance Sector Education Training Authority
(INSETA)

Local Government Education and Training
Authority

Media Advertising, Printing, Publishing and
Packaging Sector Education and Training

Authority

Mining Qualifications Authority

Municipal Demarcation Board

National Consumer Tribunal (NCT)

National Gambling Board (NGB)

National Prosecuting Authority - Pretoria (NPA)

National Student Financial Aid Scheme
(NSFAS)

Office of the Public Protector (PP)
Onderstepoort Biological Products
Presidency

Private Security Industry Regulatory Authority [ ENEEEGEGEGE
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Focus areas targeted by commitments and action
plans

Outline of role player commitment/
proposed action plans November 2011

Supply chain
management
objectives
Financial
management
Turnaround
plans
IT controls
management
Governance
structures

Predetermined

Property Management Trading Account (PMTE) ---
61 Robben Island Museum

62 Safety and Security SETA (SASSETA)
63 Services SETA
64 Sheltered Employment Factories

65 South African Human Rights Commission
(SAHRC)

66 South African Social Security Agency (SASSA)
67 South African State Theatre

68 Special Investigating Unit (SIU)

69 The Commission on Gender Equality

70 The Department of Public Works

71 Transport Education Training Authority (TETA)
72 Unemployment Insurance Fund

- Previous year commitment - Post-audit commitment

- Multiyear commitment

Included below is the progress made by departments on commitments
reported in the 2009-10 general report, commitments made by the
departments on the 2010-11 audit outcomes and the actions that the AGSA
resolves to take. Action on these commitments will be monitored during the
year in anticipation of the 201 1-12 audit outcomes.

The accounting officer of the Department of Agriculture, Forestry and
Fisheries underfook in 2010 to address findings relating fo the performance
information and governance matters. The AGSA will interact regularly and
constructively with the minister and senior management and will continue
with quarterly reviews with its strategic advisers and senior management.
The AGSA aims fo strengthen its relationships with the DG, with a view to
creating stronger leadership commitment around service delivery reporting.
While the AGSA has planned for a number of workshops on the topic, the
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critical enabler is still to get leadership fully involved in and aligned to this
process.

The change in ministers in the Arts and Culture portfolio resulted in the
commitments made in the prior year not being actioned. The new minister
has, however, committed fo the resolution of predetermined objective matters
and internal control deficiencies.

The leadership of the national Department of Arts and Culture arranged
workshops with all provincial departments and public entities and invited the
AGSA fto explain the principles of PDO at these workshops. There is a drive
from national to streamline and stfandardise the process of strategic planning
and performance reporting in the Arts and Culture sector. The AGSA will
confinue with engagements in this area and monitor corrective actions faken
by the portfolio.

Quarterly key control reviews at the Department of Basic Education will
continue, with the action plans of the department on all audit issues (and
specifically service delivery reporting issues) being targeted for the next
sessions. Internal audit has committed to taking full responsibility for these
reviews in future.

The focus on strengthening the Department of Basic Education’s ability fo
deal with service delivery reporting will remain. While we are happy that
the new strafegic plan sefs a good foundation for this, dedicated affention
will still be required to make reporting a success. We will support this
through fraining and regular feedback sessions. It will also form a major
portion of the work to be done during the upcoming inferim audit.

The DG at the Department of Communications is sfrongly committed

fo improving the department’s audit outfcome and we will continue with
inferactions. The implementation of the action plans fo curb irregular
expenditure will be monitored. The department has also sfarfed a process fo
capacitate the department fo fill all critical vacancies.




Commitments made by the previous Deputy Minister of Communications o
resolve the leadership and financial management issues af the SABC were
not acted on, resulting in a regression in audit outcomes at the SABC.

The Deputy Minister of Cooperative Governance and Traditional Affairs
underfook to ensure that the accounting officers develop action plans to
address the outcomes, including the completeness of irregular expenditure.
Commitment was received that these action plans would be monitored
quarterly by the executive. Both the directors-general of Cooperative
Governance and Traditional Affairs are committed to improving audit
outcomes within the department and the AGSA will continue to interact with
them. An improvement in the infernal control systems and reporting sfructure
will require an intense monitoring effort by both the AGSA and the executive

authority.

The minister and the accounting officer of the Department of Correctional
Services gave an undertaking in 2010 to address the department’s asset
qualification finding. In the past the qualification related to the valuation of
assets, existence and completeness of the asset register. For the current year
the asset register was in place and found to be adequate, with regular asset
counts and reconciliations being performed; however, the qualification for
the current year related to the disclosure notes for asset additions and asset
disposals that were duplicated due to weaknesses in the Logis system. The
logis system does not cater for infernal transfers of assets between various
centres within the department in that the system does not distinguish between
frue non-cash additions and disposals and internal transfers. The department
undertook to address this problem by interacting with the National Treasury
fo resolve the Logis issues. Manual processes have, in the meantime, been
implemented by the department to ensure that infernal transfers are limited
and to identify the values of the errors in the asset register. Furthermore,
management indicated that they would perform asset counts before the end
of the year fo ensure that the problems experienced with Logis have been

addressed.

The accounting officer of the Department of Defence committed in 2010
fo address the remaining qualification relating to assets. The capital assets
ratification plan, however, did not address all control deficiencies and was
not adequately monitored. Furthermore, the action plan is a multiyear plan
and therefore not all qualification areas could be adequately addressed

in the first year. The DoD logistic systems are also inadequate and @
moraforium on system updates and acquisition of new systems hindered
progress in this regard. The minister has undertaken to address the findings
on compliance by appointing a compliance officer.

The Minister of Economic Development underfook to improve on the 2010-
11 audit outcomes by developing and implementing an HR plan with a
view to meefing the human resource needs of the department. Furthermore,
it was committed that the payment processes will be improved to ensure that
payments are made within 30 days of receipt of an invoice. It was also
indicated that the processes regarding declaration of inferests by all SMS
members would be improved.

69
The action plans to improve on audit outcomes, as well as the commitments
made by the Minister of Economic Development, will be monitored by
the AGSA. Feedback on progress made with implementation as well as
evaluation of the key controls will be given to the minister, directorgeneral
and audit committee on a regular basis.

At the Department of Energy quarterly engagements will continue with the
emphasis on clearing non-compliance matters and taking the last steps

fo fully address the weaknesses reported on the reported predefermined
objectives and non-compliance with laws and regulations. A process is
currently underway to emphasise this in the performance contracts of senior
management at the department.

The former Department of Environmental Affairs and Tourism undertook
fo resolve the matters on performance against predetermined obijectives for
the 2010-11 financial year. The department has since split info two new

ON THE NATIONAL AUDIT OUTCOMES




70

g

1

departments, both of which managed to achieve a clean slate in the area
of predefermined objecfives.

The Government Communication and Information System made positive
strides in acting on the commitments made by the accounting officer in

the prior year. This resulted in the partial clearing of matters relating to
predefermined objectives, which are expected to be fully addressed during
the 201 1-12 financial year.

Commitments will be secured from the CEO and confirmed through
ministerial inferactions. These commitments and the action plan will be
monifored throughout the year and feedback will be given to those charged
with governance via a dashboard indicating key control deficiencies.

The AGSA will continue to communicate all audit findings immediately to
enable the depariment fo effect corrective action where possible.

We will meet with the Portfolio Committee on Communications fo brief
them as well as the minister on key controls and the progress made with the
action plan.

The Department of Health undertook in 2010 to enhance their monitoring
and oversight of grants paid fo provinces with a view to improving service
delivery and the quality of reporting on predetermined objectives. A
champion was appointed to coordinate and monitor this process, but

has not been effective in bringing about an improvement in this area. The
department has now started a process to capacitate the department to build
on internal controls and to address the PDO matters. The AGSA will monitor
this via a quarterly review of the department’s key controls .The AGSA will
also focus on sector issues to ensure a consistent approach fo the audifs.
Action on commitments made by the minister and MECs will be monitored.
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Milestones as well as an implementation plan for the building and roll-out of
the systems by the NDoH are needed. In the interim, the AGSA will conduct
quarterly reviews.

Sufficient focus was not placed on the implementation of key controls during
2010-11, resulting in the Department of Health regressing to a qualified
opinion on assets. The DG is committed to improving audit outcomes within
the department and has appointed consultants to make the asset register
electronic and resolve the deficiencies in assets. The improvement in the

systems and reporting structure will require close monitoring by both the
AGSA and the minister.

Given that we have received very detailed commitments from the Minister
of Higher Education and Training and his team fo address the 2010-

11 findings, a lot of emphasis will be on providing him with feedback in
this regard during the upcoming key control review visit. These visits will
continue, with a major emphasis on strengthening the department’s abilities
regarding service delivery reporting.

A presentation with regard to PDO reporting has just taken place and we
will continue fo evaluate the need for further sessions in this regard. We
have also been invited to a work session on this topic where the minister
and senior officials of the department will be present.

The major part of the upcoming interim audit will also focus on the extent to
which the relationship between the department and its entities, especially
relating fo reporting against predetermined objectives, has settled.

The ministry of the Department of Home Affairs had embarked on

a furnaround strafegy in order to improve their reputation, financial
management and the delivery of critical services to the nation. A key focus
of the sfrategy is to create an environment that represents sustainable,
consistent, effective and efficient service delivery to the citizens of South
Africa and South Africa’s international partners. Also significant was




the commitment of the leadership fo improve service delivery processes
throughout the country. This strategy is still in the process of implementation,
but has already succeeded as the department managed to obtain an
unqualified audit opinion during the current year as compared to disclaimed
and qualified reports in prior years. A significant improvement has also
been seen in the area of service delivery. Significant improvement has been
made with regard to proper management of capital asses.

While the Minister of Home Affairs has reaffirmed her commitment to make
full use of infernal audit and audit committees to ensure ongoing quality of
financial information, emphasis will have to be placed on the capacity and
work method of internal audit.

The improvement on systems and reporting structures at this department will
also require close monitoring from both the AGSA and the Minister of Home

Affairs.

The DG of the Department of Human Settlements is committed to improving
the department’s audit outcome and we will continue with our inferactions
with the DG. The implementation of the action plan fo curb irregular
expenditure will be monitored by the DG; and the DG undertook to ensure
that the executive is informed on progress made on the action plan on a
quarterly basis. The department engaged in a process to capacitate the
department to fill all critical vacancies, such as the positions of compliance

officer, CIO and CFO.

The executive director of the Independent Complaints Directorate (ICD)

is committed to improving the audit outcome by resolving the remaining
deficiencies in ferms of predetermined objectives and compliance within the
department and the AGSA will continue to inferact with him. We will also
hold further lekgotla meetings to improve the understanding of PDO issues.
Compliance matters will be tracked monthly by the compliance unit.

The Minister of the Department of Justice and Constitutional Development
previously confirmed his commitment fo resolve the accounting and

systems matters with regard to third party funds within the next two years.
He underfook to support the department in appointing skilled staff in key
positions to enable the department to function effectively and to address key
areas of concern, including the SCM issues.

The minister acfed positively on the commitments made. A service provider
was appointed in November 2010 to assist with the compilation of
financial statements for third party funds. Financial statements have,
however, not yet been submitted for audit in line with the requirements of the
PFMA.

The vacancy rate at senior management level and overall for the Department
of Justice and Consfitutional Development has decreased significantly. The
SCM processes, however, should improve as they were still not preventing
iregular expenditure and compliance in all respects with SCM processes.

The AGSA will continue to monitor implementation of commitments made by
the minister and accounting officer in resolving deficiencies that contributed
fo the negative audit outcomes in the prior year’s audit.

We will continue to prioritise engagement with those charged with
governance regarding the quarterly dashboard report on the drivers of
internal controls and concerns surrounding the audit and engage the
department on the implementation of the audit action plan and monitor
progress in resolving audit qualifications.

We will also communicate all audit findings immediately to enable the
department to effect corrective action, where possible.

The Department of Labour will have to work hard to maintain the
unqualified report status and to address a number of policy-alignment issues.
The major emphasis going forward, however, will be on AcPO and the
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team is already planning a number of inferventions/work sessions to deal
with these.

The AGSA engagements will also focus quite intensively on the department’s
ability to address the long-standing problems at the Compensation Fund and
Sheltered Employment Factories (SEF).

The AGSA will continue to build relationships with the portfolio committee
and frain them on the AGSA's audit processes.

Although the Department of Minerals and Resources has made a significant
effort to address the root causes that resulted in the previous year's

audit qualification on the receivables for departmental revenue financial
statements balance, the lack of an appropriate debtors’ management
system sfill proved a challenge, resulting in an audit qudlification in the
current financial year. The manual processing approach employed by the
department is labour intensive and does not make provision for appropriate
checks and balances and it does not promote the availability of onine,
realtime information. The department is exploring a long-ferm holistic
solution fo the problem in the form of an infegrated information systems
solution as opposed fo an offthe-shelf package that might only address the
problem in the short term.

Key control reviews will continue at this department, with an emphasis

on the consideration of an accounting package to manage debtors

and training of staff on the system, especially at regional office level.
Infernal audit should conduct an audit to review the debtor system to be
implemented by the department and report to the audit committee and the
minister. Internal audit will also need to confirm the ongoing management of
fixed assefs fo ensure that the previous problems in this regard do not recur.

To assist with the resolution of the remaining predetermined objectives
the AGSA will communicate deficiencies in PDO fo all role players af the
Department of Police. \Workshops will be held in each province where all
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the police station commanders should be present as they are responsible
for feeding through reliable PDO information fo strategic management.
These workshops will be held in conjunction with strategic management to
sensitise commanders on what an AoPO is and how important their role is
in ensuring reliable reporting on predetermined objectives.

The AGSA will also communicate with internal audit at Police to emphasise

their role of monitoring systems and processes for collection and reporting of
information at police station level. Nodal points will be identified at division
level to assist with PDO-related matters.

Quarterly engagements with the Minister of Public Enterprises will continue
with the same depth of strategic discussion and emphasis on sustaining

the excellent commitment fo clean administration. The agreed cooperation
between the department and the audit team on matters relating fo state
owned entfities (SOE) will also be enhanced from the prior years. On

the advice of the minister the audit team will involve the department in

all its engagements with the leadership of the SOEs and their appointed
auditors. This will provide both the department and the AGSA with a better
understanding of what the challenges are with regard to the department’s
oversight role of SOEs and how the AGSA can assist the department in ifs
mandate.

At the Department of Public Service and Administration (DPSA) a process
flow, which maps the Public Service and Administration (PSA| roles and
responsibilities and the AGSA audit outcomes from the national general
report for the financial year 2009-10 was initiated between the PSA
portfolio and the AGSA. On the Minister of the PSA's advice the AGSA met
with the departments in the PSA portfolio and SITA to ensure an accurate
understanding of the PSA mandate in relation to the audit outcomes. This
was done at a meetfing held on 27 June 2011 where the AGSA, the
minister’s adviser and the direcforgeneral of each depariment and the
CEO of SITA were present or represented. All those present at this meeting
undertook to hold a similar meeting each quarter in order fo track progress




on commitments made in respect of matters relating fo HR management and
IT processes addressed in the process flow. An update of the process flow
was discussed with the minister and the committee based on the 2010-11
audit outcomes as it pertains fo the PSA coordination role.

The DPSA Minister undertook to develop and implement a governmentwide
IT governance framework. Although the framework has not been finalised,
the minister has demonstrated his commitment to completing the project
through various sessions held with leadership within government.

Under the leadership of the Minister of Public Service and Administration,
SITA has implemented a turnaround strategy, and of nofe is the appointment
of the new CEO, COO, CFO, CIA and other executive committee (Exco)
members. The CEO, with the new leadership, has continued with their
activities to promote the reputation of SITA within the public sector. In
addition, the leadership of SITA rolled out the turnaround strategy to the SITA
staff members and insfituted processes to address control weaknesses within
the SCM process, various non-compliance issues and weaknesses in the
infernal control environment, as reported in the audit report.

Commitments were made by the former Minister of the Department of Public
Works to monitor progress made in addressing deficiencies in key controls.
A further commitment was made fo maintain the process with regard fo the
immovable assets and the vesting process and to ultimately have a complefe
asset register for immovable assets. The focus would be on improving
processes that ensure compliance with SCM prescripts and prevention of
iregular expenditure.

The relevance of reporting on performance against predetermined
objectives which reflects the mandate of the department would be monitored
by the minister. Financial information specific to projects and the effective
management of projects would be a focus area in the current financial year.

Controls o ensure accurate accounting for lease buildings and the
recoverability of accounts receivable at the Property Management Trading
Entity would be prioritised.

The newly appointed minister in November 2010 focused, in essence,

on the commitments made by the former minister, especially with regard to
SCM, the immovable asset register and the Property Management Trading
Entity. For the year under review, however, adequate progress was not
made in any of the areas. The outcomes with regard fo immovable assets,
SCM, leases, performance against predetermined objectives, completeness
of irregular expenditure and accounts receivable did not improve.

The AGSA will continue fo priorifise engagement with the minister, porffolio
committee, accounting officer, audit committee, CFO and finance feam

regarding key controls and concerns surrounding the audit. The department’s

audit action plan will be reviewed and progress in resolving audit

qualifications and implementation of commitments made by the minister

and accounting officer with a view to improving audit qualifications will be 73
monitored. Furthermore, all audit findings will be communicated timeously to

enable the department to effect corrective action where possible.

Although the Department of Rural Development and Land Reform has
made progress in updating and correcting the immovable assef register of
the department, a significant amount of work is still required to achieve a
complete immovable asset register.

The accounting officer of the department underfook to address findings
relating to the performance information. The department nevertheless

still experienced challenges in this area because of a lack of effective,
efficient and transparent system of infernal control regarding performance
management.

Despite significant progress in addressing the ageing of commitments
disclosed, it remains a challenge to the department due fo changes in
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restitution sefflement options, community disputes, tribal disputes, family
disputes and/or unfraceable claimants. Furthermore, due fo lack of a
comprehensive system surrounding the land restitution database, it is not
possible to make a reliable estimate of the potential liability regarding
restitution claims, resulting in a significant uncertainty for the department.

Quarterly reviews in relafion fo the above areas and SCM will confinue and
will be reported to the minister on a quarterly basis through a dashboard
report on key control deficiencies.

The Minister of Rural Development and Land Reform has reacted very
positively around discussions with regard to deficiencies in key controls.
Quarterly engagements will continue, with the emphasis on addressing the
remaining issues around the completeness of assets, service delivery and
noncompliance issues. Attention will also be given to the newly developed
action plans.

The department will also place strong emphasis on getting the immovable
asset project back on track. Sessions have already taken place with the
team from the Department of Public VWorks.

The AGSA's efforts to arrange further work sessions to deal with cerfain
practical challenges around immovable assets will continue.

The AGSA's regular interaction with the Monitoring and Evaluation unit on
service delivery reporting will also continue.

Even though the Department of Science and Technology has managed to
obtain a clean audit outcome, the AGSA will continue engagements and
also involve infernal audit in the quarterly monitoring of key controls so that
the status quo can remain.

The accounting officer and the Minister of Social Development committed
in 2010 fo develop a strategy for the Department of Social Development
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(DSD) and SASSA to jointly address problems relating to the grants
administration on which the department was qualified. The qualification
was addressed through the use of consultants but this improvement may not
be sustainable if skills fransfer from consultants to SASSA staff has not taken
place. The department has implemented structures fo ensure that they can
provide adequate oversight of SASSA. Policies and procedures have been
amended at SASSA to improve grant administration and overall business
processes. Furthermore, the entity has appointed new staff to improve its
processes.

Although key control discussions were held with the Presidency, the
commitments obtained from the department in the prior year were not
adequate with proper actfion plans and assignment of responsibility fo
ensure that deficiencies communicated were adequately addressed.

The newly appointed COO is committed to improving audit outcomes
and we will continue fo interact with him. We will also monitor the
implementation of the action plans and continue with assessments of
deficiencies in key controls and feedback to the minister, COO and oudit
committee.

Meetings were held with the minister, director-general and the audit
committee of the Department of Trade and Industry on key confrols and
other auditrelated issues throughout the year.

The action plans to improve on audit outcomes will be monitored. Feedback
will be provided regularly to the minister, DG and audit committee
regarding the progress made with implementation as well as evaluation of
the key controls.

The former Minister of Water Affairs and Forestry undertook in 2010 to
implement the key confrols required to address the department’s qualification
findings and committed fo a turnaround strategy at SCOPA and portfolio
committee meefings. The current minister has appointed a panel of experts




(business process re-engineering team) to deal with the challenges at both
the department and the frading entfity.

We will work closely with management and the business process re-
engineering (BPR) feam to set clear expectations on what is needed to
address the qualification areas so as to avoid later disagreements during
the final audit. The AGSA already had preliminary discussions with the BPR
committee and a workshop is planned to ensure that the BPR committee
focuses on the correct issues which should filter to the proposed action
plans. We will be monitoring action plans (infroduced by both management
and the BPR committee] closely and report back to the DG and minister on
a regular basis.

Approval was also granted to second a CFO to the water frading entity.
The Department of Water Affairs and the trading entity previously shared a
CFO.

The AGSA will focus more strongly on communication with regions to ensure
that Water Affairs regional offices understand the audit issues as they are
responsible for most of the dayfo-day fransactions and service delivery.

We have also moved our interim audits to an earlier date to communicate
issues even earlier and will focus on the qualification areas first.

The Minister at the Department of Women, Children and People with
Disabilities undertook to fill critical vacancies and to ensure that the
department establishes the governance structures as required by legislation.
The AGSA will continue to engage with the minister, direcforgeneral and
the portfolio committee and audit committee on key controls.

4.1.3 Status of SCOPA oversight resolutions

The table below lists the progress made by auditees with the implementation

of resolutions adopted by SCOPA.

Table 17: Status of implementation of SCOPA resolutions

Total number of
resolutions made
relating to

Auditee

previous year

Resolutions in progress from
Compliance

Total number of resolutions
Number of resolutions resolved
Number of resolutions in progress
Number of resolutions not actioned

Financial management

Departments
Department of Defence 1 1

Department of Justice and 15
Constitutional Development

Department of Public Works 4 4 4 2 2
Department of Labour 8 2 2 1 2
Department of Water Affairs (main 3 3 3 3

account)

The Presidency 1 1
Public entities

National Prosecuting Authority 9 5 9 2
National Skills Fund 8

Criminal Asset Recovery Account 3 8 2 1
Energy Seta (ESETA) 17 14 3
Public Sector Seta (PSETA) 13 12 13

Council for the Built Environment 11 1 3 2 6
Companies and Intellectual Property 3 3 1 5 1
Registration Office

Compensation Fund 8 5 5 6 2
Health and Welfare Seta (HWSETA) 3 3 1 2 ]
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Sheltered Employment Factories
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It is evident from the analysis of resolutions that strong focus is placed on
problems with financial management. A limited number of resolutions were
made in the area of compliance, but reporting on predetermined objectives
is an area which has received almost no attention from SCOPA.
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It is encouraging that action has been taken on almost all resolutions, but the
majority of these actions has not been fully completed. Especially in cases
where these resolutions are coming over from prior years, the completion of
actions will need to be monitored.

4.2 |Initiatives taken by the AGSA to encourage clean
administration

The AGSA has implemented several inifiatives fo assist auditees in their drive
fowards clean administration.

Early risk identification
*Ministers

*Accounting officers/
authorities

*Portfolio committees

Key control discussions
*Ministers

*Portfolio commitees
*Management

eInternal audit

Debriefing on prior year
outcomes

Training

*Understanding and use of the audit report
*National Assembly

*Predetermined objectives
*Audit committees
*Management

Interim audits

Through quarterly discussions on deficiencies in key controls and early risk
identification the AGSA points ouf areas fo auditees which are likely to have
a negative impact on the audit outcome if not addressed.

Debriefing on prior year outcomes reminds auditees of what they need to
focus on in order fo improve on their audit outcome for the coming year.

The performance of audits in the interim affords auditees a greater amount

of time in which to take corrective action on audit findings in an attempt to
resolve these matters before the audit report is issued.
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The AGSA also assists oversight and governance structures fo understand
our approach and how our reports can be used by offering fraining on
these matters. This training was conducted on several occasions throughout
the year, including at the National Assembly.

Engagements were held with executives and management at departments,
the frequency s illustrated by the table below:

Table 18: Interactions with role players

AGSA Interventions

Interactions with the following
roleplayers

Departments

Portfolio
committee
excecutive
Accounting

officer/

authority

Agriculture, Forestry and Fisheries
Arts and Culture
Basic Education

Communications

Correctional Services

Defence

Department of Economic Development

Department of International Relations & Co-operation

O 00 NO 0 N WOWN —

Department of Women, Children and Persons with
Disabilities

10 Energy

11 Environmental Affairs

12 Government Communications and Information System
13 Health

14 Higher Education and Training

15 Home Affairs

16 Housing

17 Independent Complaints Directorate

18 Justice and Constitutional Development

19 Labour

20 Mineral Resources

21 National Treasury




AGSA Interventions Interactions with the following
roleplayers

Departments

22 Parliament of the Republic of South Africa
23 Police
24 Provincial and Local Government

25

Public Administration Leadership and Management
Academy

26 Public Enterprises

27 Public Service and Administration
28 Public Service Commission

29 Public Works

30 Rural Development and Land Reform
31 Science and Technology

32 Social Development

33 Sport and Recreation South Africa
34 Statistics South Africa

35 The Presidency

36 Tourism

37 Trade and Industry

38 Transport

39 Water Affairs

- Quarterly

Two fo three times for the year
- Less than two fimes for the year

Portfolio
committee

4.3 Emerging matters that require attention to prevent a
negative impact on future audit outcomes

All entities should take particular note of any changes to the applicable
financial reporting framework and take fimely action to put processes in
place fo ensure compliance with the framework.

Changes in GRAP standards

The following SA Standards of GRAP were issued by the ASB and are

effective for financial periods beginning on or affer 1 April 2011:

e GRAP 21 - Impairment of noncash-generating units

e GRAP 23 - Revenue from non-exchange transactions

e GRAP 24 - Presentation of budget information in financial statements
In terms of GRAP 24 an entity shall present a comparison of the budget
amounts for which it is held publicly accountable and actual amounts,
either as a separate additional financial statement or as additional
budget columns in the financial statements currently presented in 77
accordance with SA Standards of GRAP. The standard goes further in
prescribing the nature and extent of this disclosure. As this disclosure will
form part of the financial statements it will be subject to audit.
GRAP 26 - Impairment of cash-generating unifs
GRAP 103 - Heritage assets

The following SA Standards of GRAP were issued by the ASB but the date
on which they will become effective has not yet been promulgated by the
Minister of Finance:

® GRAP 25 - Employee benefits

e GRAP 104 - Financial instruments

ON THE NATIONAL AUDIT OUTCOMES
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Reporting on inventory by departments

The National Treasury issued an Inventory Management Framework (IMF)
in July 2009. This framework describes the phasing-in of requirements

for reporting on and managing inventory, which will lead departments to
report on inventory as part of their disclosure nofes on an accrual basis.
The phase-in provisions for the IMF require departments to apply GRAP 12
for the 2012-13 financial yearend. Therefore, departments must begin to
put procedures and mechanisms in place to record, measure and disclose
inventory assefs and associated fransactions.

Departments must obtain reliable values for inventory for the required
annexures to the 201 1-12 annual financial statements and prepare for full
compliance with GRAP 12 by the 2012-13 financial yearend.

For this to be achieved, depariments must ensure that inventory management
practices are implemented as necessary. This may involve implementing
physical controls over inventory and implementing systems for fracking
inventory transactions. From the beginning of 2012-13 inventory
management policies and practices must be fully compliant with the
requirements of the IMF. All required procedure manuals must be in place
and operational.

Reporting on library books by departments

As per SCOA classification circular @ of 2011, which is effective for
financial periods beginning ofter 1 April 2011, departments will be
required fo report on library books as assefs. The departments could
experience challenges in esfablishing the ownership and value of the library
books and should commence processes to establish whether they have
library books under their control and follow the guidance given to establish
the value at which these should be recorded.

ON THE NATIONAL AUDIT OUTCOMES

Developments in SCM legislation

The Preferential Procurement Framework Act (PPFA) is applicable to schedule
2 public entities from 1 April 2011 and these entities should ensure that
their policies and procedures are in compliance with this act to avoid any
regression in ferms of compliance findings.

The National Treasury issued an instruction note on enhancing compliance
monitoring and improving transparency and accountability in SCM, which
is effective from 31 May 2011, and entities will have to ensure that their
SCM policies comply with this instruction note.

Framework for strategic plans and annual performance plans

The National Treasury issued a framework for strategic plans and annual
performance plans in August 2010, which sefs out a framework fo

align strategic and annual performance planning, with the emphasis on
the outcomes-oriented monitoring and evaluation approach led by the
Presidency. Departments and entities will be required to present strategic
and annual performance plans in line with this framework in 2011-12.




CONCLUSION TO THE 2010-11 GENERAL
REPORT

The AGSA maintains its commitment to support and share insights in
influencing the achievement of clean administration, characterised by
financially unqualified audit reports that have no findings on either service
elivery reporting or compliance with laws and regulations. However, the
fone of the leadership will have to change fo tum the situation around if
the farget of clean administration is to be achieved by 2014. Regressions
in audit outcomes should be prevented at all costs by ensuring that
key controls, comprising (i) leadership {ii] financial and performance
management, and (iii) governance, are implemented and adhered fo.

A concerted effort by the leadership is needed in the areas of SCM, capital
assets, IT management, compliance with laws and regulations as well

as reporting on predetermined objectives [service delivery reporting), by
institutionalising the practice of daily discipline and preparation of credible
management information. Daily functions and monthly reconciliations with
special emphasis on monthly asset counts must be performed vigilantly and
monitored constantly by the leadership.

The effective management of IT should be strengthened to ensure
uninterrupted service delivery and the continuity of business operations
by implementing appropriate controls over [T systems, to ensure the
reliability of the systems and the protection of information. The leadership
should demonstrate a high level of commitment in addressing findings

on predetermined objectives and compliance matters by assigning this
responsibility to dedicated officials with the adequate delegated authority
fo enforce continuous credible reporting. Decisive action should be taken
against the perpetrators of fransgressions.

To reiferate the underlying message of this report fo the oversight bodies,
those charged with governance and management: It is possible to
obtain unqualified audit reports and achieve clean administration if the

fundamentals of internal control are instfitutionalised and constantly monitored
by the leadership. Confinuous inferaction between the executive leadership
and the AGSA is encouraged fo eliminate surprises and fo ensure a pro-
active approach to challenges. The challenges are not insurmountable and
the staff of the AGSA remain committed to identify and communicate good
practices fo improve governance and accountability, so as to build public
confidence in government's ability to account for public resources in @
tfransparent manner.

79

ON THE NATIONAL AUDIT OUTCOMES




45

X

‘I YEARS

19112011

80

ON THE NATIONAL AUDIT OUTCOMES




ANNEXURES TO THE GENERAL REPORT

ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Avuditee

2010-11 avdit year

Audit outcome
2010-11

Predetermined objectives

Departments
1 | Agriculture, Forestry and Fisheries Finonﬂﬁj%#gﬂ;‘z“ﬁed
Financially unqualified
2 | Arts and Culture R
with findings
3 | Basic Education Financially unqualified
with findings
4 | Communications Fincnci.olly. unguoliﬁed
with findings
Cooperative Governance and r.
S | Traditional Affairs Quolified
6 | Correctional Services Qualified
Defense Qualified
8 Economic Development Finonv(;ii?hll}li:gﬂ;c;“ﬁed
Financially unqualified
9 | Energy with findings
10 | Environmental Affairs Financially qnqyalified
with no findings

Compliance with laws and regulations

2009-10 audit year

Audit outcome
2009-10

Predetermined objectives
Compliance with laws and regulations

Financially unqualified
with findings

Financially unqualified
with findings

New department

Qualified

Financially unqualified
with findings

Qualified

Qualified

New department

Capital assets

Financial statement qualification areas

Current assets

Liabilities

Capital and reserves

Other disclosure items

Expenditure

Unauthorised, irregular, and fruitless

and wasteful expenditure

Non-compliance with regulatory

requirements

Findings on
predetermined objectives

Presentation

Reported information

not useful

Reported information

not reliable

New department

New department
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Findings on
predetermined objectives

2010-11 avdit year

2009-10 audit year Financial statement qualification areas

82

Auditee

Health

Avudit outcome
2010-11

Qualified

Audit outcome
2009-10

Predetermined objectives
Compliance with laws and regulations

Financially unqualified
with findings

Financially unqualified

12 | Higher Education and Training with findings New department
13 | Home Affairs Financially unqualified Qualified
with findings
14 | Human Seflements Financicll){ un.qualified Fincnciallx un.quclified
with findings with findings
15 International Relations and Financially unqualified Financially unqualified
Cooperation with findings with no findings
16 f)usticle and Constitutional Qualified Qualified
evelopment
Financially unqualified "
17 | Labour R gy Qualified
with findings
18 | Mineral Resources Qualified - New department
. Financially unqualified Financially unqualified
19 | Police with findings with findings
. . Financially unqualified Financially unqualified
20 | Public Enterprises with no findings with no findings
21 | Public Service and Adminisiration Financially unqualified Financially unqualified
with findings with findings
22 | Public Works Disclaimer Qualified
23 Rural Development and Land Qualified Qualified

Reform

ON THE NATIONAL AUDIT OUTCOMES

Predetermined objectives
Capital assets
Current assets

Liabilities
Capital and reserves
Expenditure
and wasteful expenditure
requirements
Presentation
Reported information
not useful
Reported information

Other discosure items
Non-compliance with regulatory

Compliance with laws and regulations
Unauthorised, irregular, and fruitless

not reliable




Financially unqualified

Financially unqualified
with findings

apital and

Qualified

Financially unqualified
with findings

83

New department

Financially unqualified
with findings

Financially unqualified
with findings

Qualified

New department

Financially unqualified
with findings

Financially unqualified
with findings

Qualified

24 | Science and Technology with no findings
25 | Social Development Qualified
26 | Sport and Recreation South Africa Financi_allx uniqualified
with findings
27 | Tourism Financially un.qualified
with findings
28 | Trade and Industr Financially unqualified
Y with findings
Financially unqualified
29 | Transport with findings
30 | Water Affairs Qualified
31 | Women, Children and Persons Financially unqualified
with Disabilities with findings
Government Communications and Financially unqualified
32 . g et
Information System with findings
33 Independent Complaints Financially unqualified
Directorate with findings
34 | National Treasury (Consolidation) AUT‘:Q?ST;:;T(IJZTS at
35 | National Treasur Financially unqualified
Y with findings
36 Public Administration Leadership Financially unqualified

and Management Academy

with findings

Financially unqualified
with findings

Financially unqualified
with findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Findings on

2010-11 audit year predetermined objectives

2009-10 audit year Financial statement qualification areas

84

37

Auditee

Public Service Commission

Avudit outcome
2010-11

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Audit outcome
2009-10

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Capital assets

Current assets

Liabilities

Capital and reserves

Other disclosure items

Expenditure

Unauthorised, irregular, and fruitless
and wasteful expenditure

requirements
Presentation
not useful

Non-compliance with regulatory
Reported information

Reported information

not reliable

with findings with findings
38 | Statistics South Africa Finqncicll){ un.quclified Finqn.cially L{nq.ucliﬁed
with findings with no findings
39 Parliament of the Republic of South Financially unqualified Financially unqualified
Africa with findings with no findings
40 | The Presidency Financially unqualified Financially unqualified . .

with findings

Public entities

with findings

Financially unqualified

Financially unqualified

41 | AEC-Amersham (Pry) id with no findings with no findings
42 The African Exploration Mining Financially unqualified Financially unqualified
and Finance Corporation (Pty) Ltd with findings with no findings
Africa Institute of South Africa, Financially unqualified Financially unqualified
43 . . L PR A
Pretoria with no findings with findings
44 African Renaissance and Financially unqualified Financially unqualified
International Cooperation Fund with findings with no findings
. . Financially unqualified Financially unqualified
45 | Agricultural Land Holding Account with findings with findings
. . Financially unqualified Financially unqualified
46 | Agricultural Research Council with findings with findings
47 Agricultural Sector Education and Financially unqualified Financially unqualified

Training (AGRISETA)

with no findings

with no findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Auditee

2010-11 avdit year

Audit outcome
2010-11

Predetermined objectives

Compliance with laws and regulations

2009-10 audit year

Avudit outcome
2009-10

Predetermined objectives

Compliance with laws and regulations

Capital assets

Financial statement qualification areas

Current assets

Liabilities

Capital and reserves

Other disclosure items

Findings on

Expenditure
Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory
requirements
Presentation
Reported information
not useful

predetermined objectives

Reported information
not reliable

. Financially unqualified Financially unqualified
48 | Arecsa Human Capital (Pty) Lid with no findings with no findings
49 | Armaments Corporation of South Financially unqualified Financially unqualified
Africa Limited with no findings with no findings
. Financially unqualified Financially unqualified
50 | Armscor Defence Institutes (Pty) Ltd with no findings with no findings
Financially unqualified Financially unqualified
ST | Artscape with findings with no findings
Financially unqualified Financially unqualified
52 | Autopax (Pty) Ltd with no findings with findings
53 Banking Sector Education and Financially unqualified Financially unqualified
Training Authority (BANKSETA) with no findings with no findings
54 | Boxing South Africa Qualified Financially unqualified
with findings
) Financially unqualified Financially unqualified
55 | Carbon Stream Africa (Pty) Lid with findings with findings
56 | Castle Control Board Financially unqualified Financially unqualified
with findings with findings
) Financially unqualified Financially unqualified
57 | CCE Solutions (Pty) Lid with findings with findings
5g | Compensation Commissioner for Audit not finalised at Adverse
Occupational Diseases legislated date
Financially unqualified Financially unqualified
59 | CEF Carbon (Pty) Lid with findings with findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Findings on

2010-11 audit year predetermined objectives

2009-10 audit year Financial statement qualification areas

86

60

Auditee

CEF (Pty) Ltd

Avudit outcome
2010-11

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Audit outcome
2009-10

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Capital assets

Current assets

Liabilities

Capital and reserves

Other disclosure items

Expenditure

Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory

requirements

Presentation

Reported information

not useful

Reported information

not reliable

with findings with findings
61 Chemical Industries Education and Financially unqualified Financially unqualified
Training Authority with findings with findings
. Financially unqualified Financially unqualified
62 | Clidet [Pty} Ltd with no findings with no findings
Clothing, Textiles, Footwear and Financially unqualified Financially unqualified
63 | Leather Sector Education Training clatly pnqt clally bnqe
! with no findings with no findings
Authority
64 | Commission for Conciliation, Financially unqualified Financially unqualified
Mediation and Arbitration with no findings with findings
Commission for the Promotion
65 and Protection of the Rights of Financially unqualified Financially unqualified
Cultural Religious and Linguistic with findings with findings
Communities
Companies and Infellectual Financially unaualified
66 | Property Commission (Previously Qualified ith %Iindi?]
known as CIPRO) W 93
67 | Compensation Fund Qualified Qualified
. . Financially unqualified Financially unqualified
68 | Competition Commission with findings with findings
. . Financially unqualified Financially unqualified
69 | Compelition Tribunal with findings with findings
70 | Construction Industry Development Financially unqualified Financially unqualified

Board

with findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Auditee

Construction Education and
Training Authority

2010-11 avdit year

Audit outcome
2010-11

Financially unqualified
with findings

72

Co-operative Banks Development
Agency

Financially unqualified
with findings

73

Cotec Development (Pty) Ltd

Financially unqualified
with no findings

Predetermined objectives

Compliance with laws and regulations

2009-10 audit year

Avudit outcome
2009-10

Financially unqualified
with findings

Predetermined objectives
Compliance with laws and regulations

Capital assets

Financial statement qualification areas

Current assets

Liabilities

Capital and reserves

Other disclosure items

Findings on

Expenditure
Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory
requirements
Presentation
Reported information
not useful

New public entity

predetermined objectives

Reported information

not reliable

Financially unqualified
with no findings

74

Cotec Patrade (Pty) Ltd

Financially unqualified
with no findings

Financially unqualified
with no findings

75

Council for Geoscience

Financially unqualified
with no findings

76

Council for Medical Schemes

Financially unqualified
with findings

77

Council for Scientific and Industrial
Research (CSIR)

Financially unqualified
with no findings

78

Council for the Built Environment
(CBE)

Financially unqualified
with findings

79

Council for Mineral Technology

(Mintek)

Financially unqualified
with no findings

Financially unqualified
with no findings

Financially unqualified
with findings

Financially unqualified
with no findings

Financially unqualified
with findings

Financially unqualified
with no findings

80

Council on Higher Education

Financially unqualified
with findings

Financially unqualified
with no findings

81

Criminal Asset Recovery Account

Financially unqualified
with findings

82

Cross-Border Road Transport
Agency

Qualified

Financially unqualified
with findings

Qualified
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Findings on

2010-11 audit year predetermined objectives

2009-10 audit year Financial statement qualification areas

88

Auditee

Avudit outcome
2010-11

Predetermined objectives

Compliance with laws and regulations

Audit outcome
2009-10

Predetermined objectives
Compliance with laws and regulations

Capital assets

Current assets

Liabilities

Capital and reserves

Other disclosure items

Expenditure

Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory

requirements

Presentation

Reported information
not useful
Reported information
not reliable

. Financially unqualified Financially unqualified
83 | Cyclofil (Pty) Ltd with no findings with no findings
Financially unqualified Financially unqualified
84 | Cyclotope (Pty) Ltd with no findings with no findings
85 | Die Afrikaanse Taalmuseum Qualified - Qualified -
86 | Disaster Relief Fund Financially unqualified Financially unqualified
: ierry with no findings with no findings
87 | Ditsona: Museums of South Africa Financially unqualified Financially unqualified
g with findings with findings
L Financially unqualified Financially unqualified
88 | Driving Licence Card Account with findings with findings
89 | Education Labour Relations Council | ' nancially unqualified Financially unqualified
with findings with no findings
Education, Training and Fi iall lified Fi iall lified
90 | Development Practices Sector mqnolch)F/. ug.quc e mcn.cI:a Y an.uc me
Education and Training Authority with findings with no findings
0] Electricity Distribution Industry (EDI) Financially unqualified Financially unqualified
Holdings (Pty) Ltd with findings with no findings
) - Financially unqualified Financially unqualified
92 | Energy Alrica Rehabilitation with no findings with no findings
Energy Sector Education and Financially unqualified s
73 Training Authority with findings Disclaimer
- Financially unqualified Financially unqualified
94 | Equalisation Fund with findings with findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

95

Auditee

Erasmusrand Eiendomme (Pty) Ltd

2010-11 avdit year

Audit outcome
2010-11

Financially unqualified
with no findings

Predetermined objectives

Compliance with laws and regulations

2009-10 avdit year

Avudit outcome
2009-10

Financially unqualified
with no findings

Predetermined objectives

Compliance with laws and regulations

Capital assets

Financial statement qualification areas

Current assets

Liabilities

Capital and reserves

Other disclosure items

Findings on

Expenditure
Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory
requirements
Presentation
Reported information
not useful

predetermined objectives

Reported information

not reliable

96

Erf 706 Rietfontein

Financially unqualified
with no findings

97

ETA Energy (Pty) Ltd

Financially unqualified
with findings

98

Film and Publication Board

Financially unqualified
with findings

Financially unqualified
with no findings

Financially unqualified
with findings

Financially unqualified
with no findings

99

Financial Intelligence Centre

Financially unqualified

Financially unqualified

Education and Training Authority

with findings

with findings with no findings
100 | Financial Services Board Fincqcially L{nqpolified Finqn‘ciclly L{nqyclified
with no findings with no findings
Finance, Accounting, Management
101 Consulting and Other Financial Financially unqualified Financially unqualified
Services Sector Education Training with no findings with no findings
Authority (FASSET)
Financially unqualified Financially unqualified
102 | Fluoro Pack (Pty) Ltd with no findings with no findings
Financially unqualified Financially unqualified
103 | Fluorochem (Pty} Ltd with no findings with no findings
Financially unqualified Financially unqualified
104 | Fluoropharm (Pty) Ltd with no findings with no findings
Food and B I 0 R o
105 Iv(\)o?nu?cnciurii\ée?ggt?:fry Sector Financially unqualified Financially unqualified

with no findings

ON THE NATIONAL AUDIT OUTCOMES

89




g

‘I YEARS

19112011

ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Findings on

2010-11 audit year predetermined objectives

2009-10 audit year Financial statement qualification areas

90

Auditee

Forest Industries Sector Education

Avudit outcome
2010-11

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Audit outcome
2009-10

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Capital assets

Current assets

Liabilities

Capital and reserves

Other disclosure items

Expenditure

Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory

requirements

Presentation

Reported information

not useful

Reported information

not reliable

106 | 4nd Training Authority with findings with no findings
107 | Freedom Park Trust Finqn;iclly qnqyclified Finqnci.ally. un.quclified
with no findings with findings
) . Financially unqualified Financially unqualified
108 | Gamma Film Industries (Pty) Ltd with no findings with no findings
. Financially unqualified Financially unqualified
109 | Gammatec NDT Supplies (Pty) Ltd with findings with no findings
Government Pension Administration | Financially unqualified S
110 Agency with findings New public entity
_— Financially unqualified Financially unqualified
111 | Government Printing Works with findings with findings
112 | Guardians Fund Financially unqualified Financially Un_qualified
with no findings with findings
113 Health and Welfare Sector Financially unqualified Financially unqualified
Education and Training Authority with findings with no findings
High School Vorentoe Disaster Financially unqualified Financially unqualified
114 . L - . .
Fund with no findings with no findings
115 | Human Sciences Research Council Finqnci'c”y' uanuclified Fincn.ciolly L{nq'ucliﬁed
with findings with no findings
Financially unqualified Financially unqualified
116 | Independent Development Trust with findings with findings
117 | Independent Electoral Commission Financially ungualified Qualified

with findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Auditee

Independent Regulatory Board for

2010-11 avdit year

Audit outcome
2010-11

Financially unqualified

Predetermined objectives

. Compliance with laws and regulations

2009-10 audit year

Avudit outcome
2009-10

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Capital assets

Financial statement qualification areas

Current assets

Liabilities

Capital and reserves

Other disclosure items

Findings on

Expenditure
Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory
requirements
Presentation
Reported information
not useful

predetermined objectives

Reported information

not reliable

Company

with no findings

with findings

118 | Auditors with no findings with no findings
119 gwrfar_r};?uefico;msnzzﬁr:;icl)fLesctronics Financially unqualified Financially unqualified
Technologies Training Authority with findings with no findings
120 | Ingonyama Trust Board Qualified Qualified - -
121 | Institute for Maritime Technology Financially unqualified Financially unqualified
(Pty) Lid with no findings with no findings
122 | Insurance Sector Education and Financially unqualified Financially unqualified
Training Authority (INSETA) with no findings with findings
123 | International Markefing Council Financially unqualified Financially unqualified
' ing S-ounci with findings with findings
124 International Trade Administration Financially unqualified Financially unqualified
Commission with findings with findings
125 | Intersite Property Management Financially unqualified Financially unqualified
Services (Pty) Ltd with no findings with no findings
126 iSimangaliso Wetland Park Financially unqualified Financially unqualified
Authority with no findings with no findings
. Financially unqualified Financially unqualified
127 | Iziko Museums of Cape Town with findings with findings
. ) Financially unqualified Financially unqualified
128 | Klippoortie Koolmyne (Pty) Ltd with no findings with no findings
129 KwaZulu-Natal Performing Arts Financially unqualified Financially unqualified
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Findings on

2010-11 audit year predetermined objectives

2009-10 audit year Financial statement qualification areas

92

Auditee

Land and Agricultural Bank of

Avudit outcome
2010-11

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Audit outcome
2009-10

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Capital assets

Current assets

Liabilities

Capital and reserves

Other disclosure items

Expenditure

Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory

requirements

Presentation

Reported information

not useful

Reported information

not reliable

130 | South Africa with no findings with no findings
Financially unqualified Financially unqualified
131 | Land Bank Insurance Company with no findings with no findings
) . Financially unqualified Financially unqualified
132 | Legal Aid South Africa with no findings with no findings
133 Local Government Sector Education |  Financially unqualified Financially unqualified
and Training Authority with findings with findings
134 | Luthuli Museum Financially unqualified Financially unqualified
with no findings with findings
. Financially unqualified Financially unqualified
135 | Mahne's Areas (Pty) Ltd with no findings with no findings
Manufacturing Engineering & Financially unqualified Financially unqualified
136 | Related Services Education and cictly unquaiine anciatly ynquatine
Traiining Authority with findings with no findings
137 | Marine Living Resources Fund Financially unqualified Financially unqualified
with no findings with no findings
138 | Market Theatre Foundation Financially UnAquolified Financially L.lnq.ualiﬁed
with findings with no findings
Media, Advertising, Publishing, Lo " L o
139 Prientil:g anéeigézll?ggin; Tlrsoilnnigg FlnonC{adl)F{ ucr;.quollﬁed Flnon.c}l]olly an_uallhed
Authority with tindings with no findings
140 Media Development and Diversity Financially unqualified Financially unqualified

Agency

with no findings

with no findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Auditee

2010-11 avdit year

Audit outcome
2010-11

Predetermined objectives

Compliance with laws and regulations

2009-10 audit year

Avudit outcome
2009-10

Predetermined objectives

Compliance with laws and regulations

Capital assets

Financial statement qualification areas

Current assets
Liabilities
Capital and reserves
Other disclosure items
Expenditure

Unauthorised, irregular, and fruitless
and wasteful expenditure

Findings on
predetermined objectives

requirements
Presentation
not useful
Reported information

Non-compliance with regulatory
Reported information

not reliable

Financially unqualified Financially unqualified
141 | MINDEV (Pty) Ltd with no findings with findings
. . Financially unqualified Financially unqualified
142 | Mine Health and Safety Council with findings with no findings
143 | Mining Qualifications SETA Financially unqualified Financially unqualified
with no findings with no findings
144 | Msunduzi/Noortrekker Museum Fincnpially Lfnq.ualified Finan‘ciclly l{nqyclified
with no findings with no findings
145 | Municipal Demarcation Board Finonc!ally_ un.quc1|ified Financi_ollx un.qualified
with findings with findings
146 | Natal Museum Fincqcially L{nq'uolified Finqn‘ciclly L{nqyclified
with no findings with no findings
147 National Agricultural Marketing Financially unqualified Financially unqualified
Council with no findings with no findings
148 Efa.ﬁonol Arts Council of South Adverse Qualified
rica
149 | National Consumer Tribunal Financially un.quoliﬁed Financially un.quct|ified
with findings with findings
150 | National Credit Regulator Fincnbcially L{nq'uolified Fincn‘ciclly L{nqyclified
with no findings with no findings
. Financially unqualified Financially unqualified
151 | National Development Agency with findings with no findings
152 National Electronic Media Institute Financially unqualified Financially unqualified
of SA with findings with findings
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Auditee

2010-11 avdit year

Avudit outcome
2010-11

Predetermined objectives

. Compliance with laws and regulations

g

‘I YEARS

19112011

2009-10 avdit year

Audit outcome
2009-10

Predetermined objectives

Compliance with laws and regulations

Capital assets

Financial statement qualification areas

Current assets

Liabilities

Capital and reserves

audit outcomes, areas qualified and findings on predetermined objectives

Other disclosure items

Expenditure

Findings on

predetermined objectives

Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory

requirements

Presentation

Reported information

not useful

Reported information

not reliable

153 National Energy Regulator of South | Financially unqualified Financially unqualified
Africa (NERSA) with no findings with no findings
154 National Film and Video Financially unqualified Financially unqualified
Foundation of South Africa with findings with no findings
155 | National Gambling Board of South | Financially unqualified Financially unqualified
Africa with findings with findings
156 National Heritage Council of South |  Financially unqualified Financially unqualified
Africa (NHC) with findings with findings
157 Noﬁonp| Home Builders Regulatory Fincmci_ally_ un.qualified Financiallx Un_quoliﬁed
Council with findings with findings
158 National Library of South Africa Financially unqualified Financially unqualified
(Pretoria/Cape Town) with findings with findings
159 | National Lofteries Board Fincmci_ct”y_ un.qualified Financiallx Un_qualified
with findings with findings
160 National Lottery Distribution Trust Financially unqualified Financially unqualified
Fund with findings with no findings
161 | National Museum Financially unqualified Financially unqualified
with no findings with findings
162 | National Nuclear Regulator Financially unqualified Financially unqualified
with findings with no findings
163 National Regulator for Compulsory Financially un.qualified Financially ungualiﬁed
Specifications with findings with findings
164 | National Research Foundation Financially unqualified Financially unqualified
with no findings with no findings
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Financially unqualified

Financially unqualified

165 | National Skills Fund with findings with findings
166 National Student Financial Aid Fincnciqllx un.quclified Disclaimer
Scheme with findings
167 | National Prosecuting Authority Finonvc/ii(f]}!%:gi?];(:“ﬁed Qualified
168 National Youth Development Financially unqualified Financially unqualified
Agency with findings with findings
169 | Nelson Mandela National Museum | Financially unqualified Financially unqualified
(Umtata) with findings with findings
- Financially unqualified Financially unqualified
170 | NTP Logistics (Pty) Lid with no findings with no findings
L Financially unqualified Financially unqualified
171 | NTP Radioisotopes (Pty) Lid with no findings with no findings
172 | Oil Pollution Control South Africa Fincnci.cu”y' un.quolified Financi'clly‘ un'quolified
with findings with findings
173 | Office of the Ombud for Financial Financially unqualified Financially unqualified
Service Providers with no findings with no findings
174 Onderstepoort Biological Products Qualified Financi'cll){ uanuolified
Ltd with findings
175 | Oospark (Pty) Ltd Financially unqualified Financially unqualified
P ty with no findings with no findings
. Financially unqualified Financially unqualified
176 | Pan South African Language Board

with findings

with findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Findings on

2010-11 audit year predetermined objectives

2009-10 audit year Financial statement qualification areas

96

177

Auditee

Passenger Rail Agency of South
Africa

Avudit outcome
2010-11

Financially unqualified
with findings

Predetermined objectives
Compliance with laws and regulations

Audit outcome
2009-10

Financially unqualified
with findings

Predetermined objectives

Compliance with laws and regulations

Capital assets

Current assets

Liabilities

Capital and reserves

Other disclosure items

Expenditure

Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory

requirements

Presentation

Reported information

not useful

Reported information

not reliable

178

Pelchem

Financially unqualified
with no findings

Financially unqualified
with no findings

179

Office of the Pension Funds
Adjudicator

Qualified

Qualified

Financially unqualified

Financially unqualified

180 | People and Parks Development with no findings with no findings .
181 Performing Arts Centre of the Free Financially unqualified Qualified
State with findings
Performing Arts Centre of the Free Financially unqualified "
182 | Siate trading as MACUFE with no findings Qualified
South African Agency for Lo " L .
183 | Promotion of Petroleum Exploration Fmonvsl.ﬁ,]”}l.:g.iuashﬂed Fm%\?.(t:}']oi'lz F:gp:h:md
and Exploitation (Pty) Ltd th findiing ! inding
Financially unqualified Financially unqualified
184 | Petrosa Brass (Pty) Ltd with no findings with no findings
Financially unqualified Financially unqualified
185 | Petrosa Egypt (Pty) Lid with findings with no findings
186 | Petrosa Equatorial Guinea (SA) Financially unqualified Financially unqualified
(Pty) Ltd with findings with no findings
187 | Petrosa Gryphon Marin Permit Financially unqualified Financially unqualified
(Pty) Ltd with no findings with findings
188 | Petrosa Iris (Pty) Lid Financially unqualified Financially unqualified

with no findings

with no findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Auditee

2010-11 avdit year

Audit outcome
2010-11

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

2009-10 audit year

Avudit outcome
2009-10

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Capital assets

Financial statement qualification areas

Current assets

Liabilities

Capital and reserves

Other disclosure items

Findings on

Expenditure
Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory
requirements
Presentation
Reported information
not useful

predetermined objectives

Reported information
not reliable

Limited

with no findings

189 | Petrosa North America Inc with no findings with no findings
Financially unqualified Financially unqualified
190 | Petrosa Sudan (Pty) Ltd with no findings with no findings
191 | Petrosa Synfuels International (Pty) Financially unqualified Financially unqualified
Ltd with no findings with no findings
. Financially unqualified Financially unqualified
192 | Petrosa Themis (Pty) Lid with no findings with no findings
Financially unqualified Financially unqualified
193 | Pharmatopes (Pty) Ltd with findings with no findings
194 | Ports Regulator of South Africa Fincnciallx un.quolified Finqnci'clly‘ un.quclified
with findings with findings
195 | President’s Fund Financially L{nq_ualified Financially unqualified
with no findings with findings
Public Security Industry Regulatory Financially unqualified .
196 Authority with findings Qualified
. " Financially unqualified Financially unqualified
197 | Project Development Facility with findings with no findings
198 Eb\?i;roperfy Management Trading Disclaimer Qualified
Public Admin & Leadershi L . Lo o
199 Ivl\qu:ggemne"nr} Tra?nciln;r?rcliging F|nc1nC|.uh||¥. ucrll‘quallﬁed FlnanC[ahll)F{ Udn.quchfled
Account with tindings with tindings
200 Public Investment Corporation Financially unqualified Financially unqualified

with findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Findings on

2010-11 audit year predetermined objectives

2009-10 audit year Financial statement qualification areas
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Auditee

Public Service Sector Education
and Training Authority (PSETA)

Avudit outcome
2010-11

Disclaimer

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Audit outcome
2009-10

Disclaimer

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Capital assets

Current assets

Liabilities

Capital and reserves

Other disclosure items

Expenditure

Unauthorised, irregular, and fruitless

and wasteful expenditure

Non-compliance with regulatory

requirements

Presentation

Reported information

not useful

Reported information

not reliable

202 | Railway Safety Regulator with findings with findings
. Financially unqualified Financially unqualified
203 | Refugee Relief Fund with no findings with no findings
204 | Deeds Reqistration Trading Account Financially unqualified Financially unqualified
9 9 with findings with findings
205 | Road Accident Fund Financially unqualified Financially unqualified
with findings with no findings
206 | Road Traffic Infringement Agency Disclaimer New public entity
207 Road Traffic Management Adverse Adverse
Corporation
208 Robben Island Museum, Cape Financi.q”y. un.quqlified Qualified
Town with findings
209 South African Civil Aviation Financially unqualified Financially unqualified
Authority with findings with findings
210 South African Gas Development Financially unqualified Financially unqualified
Company (Pty) Ltd with findings with findings
211 South African Human Rights Financially unqualified Financially unqualified
Commission with findings with findings
212 | SA Insfitute for DrugHree Sport Financially unqualified Financially unqualified

with findings
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South Africa Library for the Blind

Financially unqualified

Financially unqualified

213 (Grahamstown) with findings with findings
214 South African Maritime Safety Financially unqualified Financially unqualified
Authority with findings with findings
215 | Medical Research Council of South | Financially unqualified Financially unqualified
Africa with findings with findings
216 | South African National AIDS Trust Finqqcially qnqpalified Fincm.ciclly l{nqyclified
with no findings with no findings
217 South African National Energy Financially unqualified Financially unqualified
Research Institute (Pty) Ltd with findings with findings
South African Nuclear Energy Financially unqualified Financially unqualified
218 | - h g it - i
orporation with findings with no findings
219 | South African Defence Force Fund Financially un.qualiﬁed Financially unqualified
with findings with findings
Safety and Security Sector . . . . . "
220 | Education and Training Authority chznqﬁ!b; ucrli‘quallﬁed Fmanc'.?h"}/. uquuohfled
(SASSETA) with fincings with findings
291 South African Micro-Finance Apex Financ!allx un.quu|ified Qualified
Fund with findings
99 | South African Revenue Services Financially unqualified Financially unqualified
(Administered Revenue) with no findings with no findings
293 South African Revenue Services Financially unqualified Financially unqualified

(Own Account)

with no findings

with no findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Auditee

2010-11 avdit year

Avudit outcome
2010-11

Predetermined objectives

Compliance with laws and regulations

hag

100558

2009-10 avdit year

Audit outcome
2009-10

Predetermined objectives

. Compliance with laws and regulations

Capital assets

Financial statement qualification areas

Current assets

Liabilities

Capital and reserves

Other disclosure items

Expenditure

Unauthorised, irregular, and fruitless
and wasteful expenditure

Findings on
predetermined objectives

requirements
Presentation
not useful
Reported information

Non-compliance with regulatory
Reported information

not reliable

Services Sector Education and . Financially unqualified
224 Training Authority (Services SETA) Quolified with no findings
225 | SFF Association Finqncicll){ un.quclified Finqnci.ally. un.quclified
with findings with findings
226 | Sheltered Employment Factories Qualified Adverse
Small Enterprise Development Financially unqualified Financially unqualified
227 | A : - g it
gency with no findings with findings
228 | Social Relief Fund Financially unqualified Financially unqualified
with no findings with no findings
299 South Africa Diamond and Precious |  Financially unqualified Financially unqualified
Metals Regulator with findings with findings
230 iouth Africa Heritage Resources Qualified Financially unqualified
gency with findings
Financially unqualified Financially unqualified
231 | SA Bureau of Standards (SABS) : ) ) . 1
with no findings with no findings
232 | South African Housing Fund Financially unqualified Financially unqualified
with no findings with no findings
933 | South African Local Government Financially unqualified Financially unqualified
Association (SALGA) with findings with findings
234 South African National Biodiversity |  Financially unqualified Financially unqualified
Institute (SANBI) with findings with findings
235 | South African National Parks Financially unqualified Financially unqualified
with findings with no findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Auditee

2010-11 avdit year

Audit outcome
2010-11

Predetermined objectives

Compliance with laws and regulations

2009-10 audit year

Avudit outcome
2009-10

Predetermined objectives

Compliance with laws and regulations

Capital assets

Financial statement qualification areas

Current assets
Liabilities
Capital and reserves
Other disclosure items
Expenditure

Unauthorised, irregular, and fruitless
and wasteful expenditure

Findings on
predetermined objectives

requirements
Presentation
not useful
Reported information

Non-compliance with regulatory
Reported information

not reliable

236 The South African National Roads Financially unqualified Financially unqualified
Agency Limited with no findings with no findings
237 South African Qualifications Financially unqualified Financially unqualified
Authority with no findings with no findings
South African Social Security Financially unqualified ol
238 Agency (SASSA) with findings Disclaimer
239 South African Supplier Financially unqualified Financially unqualified
Development Agency with findings with findings
240 | South African Tourism Finonc!ally_ un.quc1|ified Fincm.ciolly u_nqpalified
with findings with no findings
. . Financially unqualified Financially unqualified
241 | South African Weather Services ! - - .
with no findings with no findings
. Audit not finalised at Financially unqualified
242 | Special Defence Account legislated date with no findings
. _— . Financially unqualified Financially unqualified
243 | Special Investigating Unit with findings with no findings
Financially unqualified Financially unqualified
244 | Sportsrand (Pty) Lid with no findings with no findings
245 | State Diamond Trader Fincqcially L{nq'uolified Fincnci'cll){ un'quclified
with no findings with findings
State Information Technology Financially unqualified Financially unqualified
246 A IR AT A A
gency with findings with findings
247 | State President Fund Fincn'ciqlly L{nq'uolified Fincn‘ciclly L{nqyclified
with no findings with no findings

ON THE NATIONAL AUDIT OUTCOMES




hag

100558

ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Findings on
predetermined objectives

2010-11 audit year 2009-10 audit year Financial statement qualification areas

Auditee

Avudit outcome
2010-11

Audit outcome
2009-10

Predetermined objectives
Compliance with laws and regulations

Predetermined objectives
Compliance with laws and regulations

Capital assets

Current assets

Liabilities

Capital and reserves

Other disclosure items

Expenditure

Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory
requirements

Presentation

Reported information

not useful

Reported information

not reliable

248 | The South African State Theatre Finonci_ally_ un.qualified Financi.c1||y. Un_quoliﬁed
with findings with findings
249 | Technical Assistance Unit Finqncicll){ un.quclified Finqn.cially L{nq.ucliﬁed
with findings with no findings
102 250 | Commission on Gender Equality Finonﬁﬂ%:&ig‘:“ﬁed Qualified
251 | Financial and Fiscal Commission Financicll){ un.quclified Fincnci.ally. un.quclified
with findings with findings
Independent Communications " i
252 Authority of South Africa Qualified Qualified
253 National English Literary Museum Financially unqualified Financially unqualified
(Grahamstown) with findings with findings
954 | Qil and Gas Corporation of SA Financially unqualified Financially unqualified
(Namibia) (Pty) Ltd with no findings with no findings
255 Petroleum Oil and Gas Corporation |  Financially unqualified Financially unqualified
of South Africa (Pty) Ltd with findings with findings
256 | The Public Profector of South Africa | ' nancially unqualified Financially unqualified
with findings with findings
. o Financial statements not Audit not finalised at
257 | Third Party Funds (Monies in Trust) submitted legislated date
55g | Tourism Hospitoli.ry.& Sport Findnciallx un.qualified Fincm'cially u'nq.ualiﬁed
Education and Training Authority with findings with no findings
250 | Transport Education and Training Finqnci'clly' uanuclified Fincn.cially L{nq'uolified
Authority (TETA) with findings with no findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Auditee

2010-11 avdit year

Audit outcome
2010-11

Financially unqualified

Predetermined objectives

. Compliance with laws and regulations

2009-10 avdit year

Avudit outcome
2009-10

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Capital assets

Financial statement qualification areas

Current assets

Liabilities

Capital and reserves

Other disclosure items

Findings on

Expenditure
Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory
requirements
Presentation
Reported information
not useful

predetermined objectives

Reported information

not reliable

with findings

Public entities (Not audited by the AGSA)

with findings

260 | Unemployment Insurance Fund with no findings with findings
261 Universal Service and Access Financially unqualified Financially unqualified
Agency of South Africa with findings with findings
262 | Universal Service and Access Fund Financially unqualified Financially unqualified
with findings with findings
263 | War Museum of the Boer Republics Fincnciallx un.qualified Financi'clly‘ un.quclified
with findings with findings
264 | Water Research Commission Financially unqualified Financially unqualified
with findings with no findings
265 | Water Trading Account Disclaimer Qualified
266 | YWholesale & Retail Sector Financially unqualified Financially unqualified
Education and Training Authority with no findings with no findings
-~ Financially unqualified Financially unqualified
267 | William Humphreys Art Gallery with no findings with no findings
268 | Windybrow Theatre Financially unqualified Financially unqualified .

269

Accounting Standards Board

Financially unqualified
with no findings

Financially unqualified
with no findings

270

Air Traffic Navigation Services

Financially unqualified
with no findings

Financially unqualified
with no findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Findings on

2010-11 audit year predetermined objectives

2009-10 audit year Financial statement qualification areas

Auditee

Avudit outcome
2010-11

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Audit outcome
2009-10

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Capital assets

Current assets

Liabilities

Capital and reserves

Other disclosure items

Expenditure

Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory

requirements

Presentation

Reported information
not useful

Reported information

not reliable

271 | Airports Company of SA Limited with no findings with no findings
272 | Alexkor Limited Financially unqualified Financially unqualified
with findings with findings
273 Breede River Catchment Financially unqualified Financially unqualified
Management Agency with findings with no findings
274 | Broadband Infraco (Pty) Ltd Qualified Financially unqualified
with no findings
COEGA Development Corporation Financially unqualified S
275 (Pty) Ltd with no findings New public entity
Financially unqualified Financially unqualified
276 | Denel [Py} lid with no findings with no findings
277 | DBSA - Development Fund Finw;}i\dgc): E:g?ncgisﬁed New public entity
278 Development Bank of Southern Financially unqualified Financially unqualified
Africa with no findings with no findings
279 | ESKOM Financially unqualified Financially unqualified
with no findings with no findings
280 | Estate Agency Affairs Board Financially unqualified Financially unqualified
gency : with findings with findings
g1 | Export Credit Insurance Financially un.qualifiecl Financially u'nq.ualified
Corporation of SA with findings with no findings
282 | Housing Development Agency Financially unqualified Financially unqualified

with findings

with no findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Auditee

2010-11 avdit year

Audit outcome
2010-11

Predetermined objectives

Compliance with laws and regulations

2009-10 audit year

Avudit outcome
2009-10

Predetermined objectives
Compliance with laws and regulations

Capital assets

Financial statement qualification areas

Current assets

Liabilities

Capital and reserves

Other disclosure items

Findings on

Expenditure
Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory
requirements
Presentation
Reported information
not useful

predetermined objectives

Reported information

not reliable

283 Industrial Development Corporation | Financially unqualified Financially unqualified
of SA with no findings with no findings
284 Inkomati Catchment Management Fincqciqlly Lfnq.uclified Financi'olly. un.quolified
Agency with no findings with findings
285 | Khula Enterprise Finance Limited Financially unqualified Financially unqualified
with no findings with findings
286 National Economic Development Financially unqualified Financially unqualified
and Labour Council with findings with no findings
287 | National Empowerment Fund Financially unqualified Financially unqualified
with no findings with no findings
288 | National Health Laboratory Service Finqnci.a”y. un.quolified Finqnci'clly‘ un.quclified
with findings with findings
289 No’rionol.Housing Finance Finon.ciolly qnqpolified Fincm.cicxlly u_nq'ualified
Corporation Ltd with no findings with no findings
) ) Financially unqualified Financially unqualified
290 | National Metrology Institute of SA with findings with no findings
201 National Urban Reconstruction & Financially unqualified Financially unqualified
Housing Agency with no findings with no findings
Financially unqualified Financially unqualified
292 | Neera Farms (Pty) Ltd with findings with findings
203 | Pebble Bed Modular Reactor Financially unqualified Financially unqualified
with findings with no findings
294 Perishable Products Export Control Financially unqualified Financially unqualified
Board with no findings with no findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Findings on

2010-11 audit year predetermined objectives

2009-10 audit year Financial statement qualification areas

Auditee

Avudit outcome
2010-11

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Audit outcome
2009-10

Financially unqualified

Predetermined objectives

Compliance with laws and regulations

Capital assets

Current assets

Liabilities

Capital and reserves

Other disclosure items

Expenditure

Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory

requirements

Presentation

Reported information

not useful

Reported information

not reliable

295 | Productivity SA with no findings with no findings
296 | Rural Housing Loan Fund Financially unqualified Financially unqualified
with no findings with no findings
297 | SA National Accreditation System Fincm_cially u_nq'ualified Finon.ciolly qnqpalified
with no findings with no findings
298 | SABS Commercial (Py) Ltd Financially unqualified Financially unqualified
ial {Fty with no findings with no findings
299 | SASRIA Limited Financially unqualified Financially unqualified
with findings with findings
300 | Sentech Limited Financi'c”y. un.quolified Qualified
with findings
. . Financially unqualified Financially unqualified
301 | Servcon Housing Solutions (Pty) Ltd with findings with no findings
302 | Social Housing Foundation Financially unqualified Financially unqualified
with no findings with no findings
Social Housing Regulatory Financially unqualified -
303 Authority with no findings New public entity
304 | South African Airways (Ply) Limited Financially unqualified Financially unqualified
ys Pty with findings with findings
305 éouth Afr.ican Broadcasting Qualified Finonc!allx ungualified
orporation with findings
306 | South African Council of Educators Financially unqualified Financially unqualified

with findings

with findings
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ANNEXURE 1: Auditees’ audit outcomes, areas qualified and findings on predetermined objectives

Auditee

2010-11 avdit year

Audit outcome
2010-11

Predetermined objectives

Compliance with laws and regulations

2009-10 avdit year

Avudit outcome
2009-10

Predetermined objectives

Compliance with laws and regulations

Capital assets

Financial statement qualification areas

Current assets

Liabilities

Capital and reserves

Other disclosure items

Findings on

Expenditure
Unauthorised, irregular, and fruitless
and wasteful expenditure
Non-compliance with regulatory
requirements
Presentation
Reported information
not useful

predetermined objectives

Reported information

not reliable

307 | South African Express (Pty) Limited Qualified Fincxi?}i]cﬂg Ezj?noghsﬁed
308 South African Forestry Company Financially unqualified Financially unqualified
Limited with no findings with no findings
South African National Space Financially unqualified R
309 Agency with findings New public entity
310 | South African Post Office Limited Finqnci.cu”y. un.quqlified Finan‘ciclly u'nqyclified
with findings with no findings
311 | Technology Innovation Agency Adverse New public entity - - - -
312 | Telkom Limited Financially L{nqycﬂified Financially U.nqulified
with no findings with no findings
. Audit not finalised at Audit not finalised at
313 | Thubelisha Homes legislated date legislated date
. Financially unqualified Financially unqualified
314 | Trans-Caledon Tunnel Authority . - - _
with no findings with no findings
315 | Transnet Limited Financially unqualified Financially unqualified
with findings with findings
316 Umalusi QA on Further Training & Financially unqualified Financially unqualified
Education with no findings with no findings
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ANNEXURE 2: Auditees with findings related to compliance with laws and regulations

Areas of non-compliance

Avuditee

Annual financial
statements and
annual report
Asset management
Audit committees
Expenditure
management
Financial misconduct
Internal audit
management
Strategic planning
and performance
management
Transfer and
conditional grants
Procurement and
contract management
HR management and
compensation

Departments

1 Agriculture, Forestry and Fisheries

Arts and Culture

2
3 Basic Education
4

Communications

Cooperative Governance and Traditional
Affairs

Correctional Services

5
6
7 Defence
8
9

Department of Economic Development

Energy

10 | Health
11 | Higher Education and Training
12 | Home Affairs

13 | Department of Human Settlements

14 Department of International Relations and
Cooperation

15 | Justice and Constitutional Development

16 | Labour

17 | Mineral Resources

18 | Police

19 | Public Service and Administration

20 | Public Works
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ANNEXURE 2: Auditees with findings related to compliance with laws and regulations

Areas of non-compliance

Auditee

Annval financial
statements and
annual report
Asset management

Rural Development and Land Reform

22

Audit committees

Social Development

23

Sport and Recreation South Africa

24

Tourism

25

Trade and Industry

26

Transport

27

Water Affairs

28

Department of Women, Children and Persons
with Disabilities

29

Government Communications and Information
System

30

Independent Complaints Directorate

31

National Treasury

32

Public Administration Leadership and
Management Academy

33

Public Service Commission

34

Statistics South Africa

35

Parliament of the Republic of South Africa

36

The Presidency

Total for departments

Expenditure

management

Financial misconduct

Internal audit

management
Strategic planning
and performance
management
Transfer and
conditional grants
Procurement and
contract management
HR management and
compensation
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ANNEXURE 2: Auditees with findings related to compliance with laws and regulations

Areas of non-compliance

Avuditee

Annual financial
statements and
annual report
Asset management
Audit committees
Expenditure
management
Financial misconduct
Internal audit
management
Strategic planning
and performance
management
Transfer and
conditional grants
Procurement and
contract management
HR management and
compensation

Public entities

37 | National Prosecuting Authority

38 The African Exploration Mining and Finance
Corporation (Pty) Ltd

African Renaissance and International
39 c -
ooperation Fund

40 | Agricultural Land Holding Account

41 | Agricultural Research Council
42 | Artscape

43 | Boxing South Africa

44 | Carbon Stream Africa (Pty) Ltd
45 | Castle Control Board

46 | CCE Solutions (Pty) Ltd

47 | CEF Carbon (Pty) Ltd

48 | CEF (Pty) Lid

49 Chemical Industries Education and Training
Authority

Commission for the Promotion and Protection
50 | of the Rights of Cultural Religious and
Linguistic Communities

51 | Companies and Intellectual Property
Commission
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ANNEXURE 2: Auditees with findings related to compliance with laws and regulations

Auditee

Compensation Fund

53 | Competition Commission

54 | Competition Tribunal

55 | Construction Industry Development Board

56 | Construction Education and Training Authority

57 | Co-operative Banks Development Agency

58 | Council for Medical Schemes

59 | Council for the Built Environment (CBE)

60 | Council on Higher Education

61 | Criminal Asset Recovery Account

62 | Cross-Border Road Transport Agency

63 | Die Afrikaanse Taalmuseum

64 | Ditsong: Museums of South Africa

65 | Driving Licence Card Account

66 | Education Labour Relations Council
Education, Training and Development

67 | Practices Sector Education and Training
Authority

68 Electricity Distribution Industry (EDI) Holdings
(Pty) Ltd

69 | Energy Sector Education and Training
Authority

70 | ETA Energy (Pty) Ltd

71 | Film and Publication Board

Areas of non-compliance

Annval financial
statements and
annual report
Asset management
Audit committees
Expenditure
management
Financial misconduct
Internal audit
management
Strategic planning
and performance
management
Transfer and
conditional grants
Procurement and
contract management
HR management and
compensation
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ANNEXURE 2: Auditees with findings related to compliance with laws and regulations

Areas of non-compliance

Avuditee

Annual financial
statements and
annual report
Asset management
Audit committees
Expenditure
management
Financial misconduct
Internal audit
management
Strategic planning
and performance
management
Transfer and
conditional grants
Procurement and
contract management
HR management and
compensation

Financial Intelligence Centre

73 Food and Beverages Manufacturing Industry
Sector Education and Training Authority

74 Forest Industries Sector Education and Training
Authority

75 | Gammatec NDT Supplies (Pty) Ltd

76 | Government Pension Administration Agency

77 | Government Printing Works

112 78 Health and Welfare Sector Education and
Training Authority

79 | Human Sciences Research Council

80 | Independent Development Trust

81 | Independent Electoral Commission

Information Systems, Electronics and
82 | Telecommunications Technologies Training
Authority

83 | Ingonyama Trust Board

g4 | Insurance Sector Education and Training
Authority (INSETA)

85 | International Marketing Council

86 | International Trade Administration Commission

87 | Iziko Museums of Cape Town

88 Local Government Sector Education and
Training Authority
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ANNEXURE 2: Auditees with findings related to compliance with laws and regulations

Auditee

Areas of non-compliance

Annval financial
statements and
annual report
Asset management
Audit committees
Expenditure
management
Financial misconduct
Internal audit
management
Strategic planning
and performance
management

Transfer and
conditional grants
Procurement and

contract management

Manufacturing Engineering & Related Services
Education and Training Authority
90 | Market Theatre Foundation
01 Media, Advertising, Publishing, Printing and
Packaging Training Authority
82 | Mine Health and Safety Council
93 | Municipal Demarcation Board
94 | National Arts Council of South Africa
95 | National Consumer Tribunal
96 | National Development Agency
97 | National Electronic Media Institute of SA
National Film and Video Foundation of South
98 Ak
rica
99 | National Gambling Board of South Africa
National Heritage Council of South Africa
1000 | (!
101 | National Home Builders Regulatory Council
National Library of South Africa (Pretoria/
102 | ~
ape Town)
103 | National Lotteries Board
104 | National Lottery Distribution Trust Fund
105 | National Nuclear Regulator
National Regulator for Compulsory
106 | o o cificati
pecifications
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ANNEXURE 2: Auditees with findings related to compliance with laws and regulations

Areas of non-compliance

Avuditee

Annual financial
statements and
annual report
Asset management
Audit committees
Expenditure
management
Financial misconduct
Internal audit
management
Strategic planning
and performance
management
Transfer and
conditional grants
Procurement and
contract management
HR management and
compensation

National Skills Fund
108 | National Student Financial Aid Scheme

109 | National Youth Development Agency

110 | Nelson Mandela National Museum (Umtata)
111 | Qil Pollution Control South Africa

112 | Onderstepoort Biological Products Ltd

113 | Pan South African Language Board

114 114 | Passenger Rail Agency of South Africa
115 | Office of the Pension Funds Adjudicator

116 | Performing Arts Centre of the Free State

South African Agency for Promotion of
117 | Petroleum Exploration and Exploitation (Pty)
Lid

118 | Petrosa Egypt (Pty) Ltd

119 | Petrosa Equatorial Guinea (SA) (Pty) Ltd
120 | Pharmatopes (Pty) Ltd

121 | Ports Regulator of South Africa

122 | Public Security Industry Regulatory Authority

123 | Project Development Facility

Public Admin & Leadership Management
124 Traini .
raining Trading Account

125 Public Service Sector Education and Training

Authority (PSETA)
126 | Railway Safety Regulator
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ANNEXURE 2: Auditees with findings related to compliance with laws and regulations

Auditee

Road Traffic Infringement Agency

Areas of non-compliance

Annual financial
statements and
annual report
Asset management
Audit committees
Expenditure
management
Financial misconduct

Internal audit

management
Strategic planning
and performance

management

Transfer and
conditional grants
Procurement and

contract management
HR management and
compensation

128 | Road Traffic Management Corporation
129 | Robben Island Museum, Cape Town
130 | South African Civil Aviation Authority
131 South African Gas Development Company
(Pty) Ltd
132 | South African Human Rights Commission
133 | SA Institute for Drug-free Sport
134 South Africa Library for the Blind
(Grahamstown)
135 | South African Maritime Safety Authority
136 | Medical Research Council of South Africa
137 South African National Energy Research
Institute (Pty) Ltd
138 | South African Nuclear Energy Corporation
139 | South African Defence Force Fund
140 Safety and Security Sector Education and
Training Authority (SASSETA)
141 | South African Micro-Finance Apex Fund
142 | SFF Association
143 | Sheltered Employment Factories
South Africa Diamond and Precious Metals
144 R
egulator
145 | South Africa Heritage Resources Agency
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ANNEXURE 2: Auditees with findings related to compliance with laws and regulations

Areas of non-compliance

Avuditee

Annual financial
statements and
annual report
Asset management
Audit committees
Expenditure
management
Financial misconduct
Internal audit
management
Strategic planning
and performance
management
Transfer and
conditional grants
compensation

Procurement and
contract management
HR management and

South African Local Government Association
(SALGA|

South African National Biodiversity Institute
(SANBI)

147

148 | South African National Parks

149 | South African Supplier Development Agency
150 | South African Tourism
151 | Special Investigating Unit

152 | State Information Technology Agency
153 | The South African State Theatre
154 | Technical Assistance Unit

155 | Commission on Gender Equality

156 | Financial and Fiscal Commission

157 Independent Communications Authority of
South Africa

158 National English Literary Museum
(Grahamstown)

159 Petroleum Oil and Gas Corporation of South
Africa (Pty) Ltd

160 | The Public Protector of South Africa

161 | Tourism , Hospitality & Sport Education and
Training Authority

162 | Transport Education and Training Authority
(TETA)

Universal Service and Access Agency of South
163 .
Africa
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ANNEXURE 2: Auditees with findings related to compliance with laws and regulations

Auditee

Universal Service and Access Fund

Areas of non-compliance

Annual financial
statements and
annual report
Asset management
Audit committees
Expenditure
management
Financial misconduct

Internal audit

management
Strategic planning
and performance
management
Transfer and
conditional grants
Procurement and
contract management
HR management and
compensation

165 | War Museum of the Boer Republics
166 | Water Research Commission

167 | Water Trading Account

168 | Windybrow Theatre

169 | Property Management trading Entity
170 | National Prosecuting Authority

Road Accident Fund
Total for public entities (audited by the AGSA)

Public entities (Not audited by the AGSA) * Non compliance not included in figure 14

172 | Alexkor Limited

173 | Breede River Catchment Management Agency

174 | Broadband Infraco (Pty) Ltd

175 | Estate Agency Affairs Board

176 | Export Credit Insurance Corporation of SA

177 Elationgl Economic Development and Labour
ouncil

178 | National Health Laboratory Service

179 | National Metrology Institute of SA

180 | Ncera Farms (Pty) Ltd

181 | Sentech Limited

182 | Servcon Housing Solutions (Pty) Ltd
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ANNEXURE 2: Auditees with findings related to compliance with laws and regulations

Areas of non-compliance

Avuditee

Annual financial
statements and
annual report
Asset management
Audit committees
Expenditure
management
Financial misconduct
Internal audit
management
Strategic planning
and performance
management
Transfer and
conditional grants
HR management and
compensation

Procurement and
contract management

South African Airways (Pty) Limited

184 | South African Broadcasting Corporation
185 | South African Express (Pty) Limited

186 | South African National Space Agency
187 | South African Post Office Limited
188 | Technology Innovation Agency

189 | Transnet Limited
Total for public entities (not audited by the AGSA)
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
impairment of assets

Nature and extent of unauthorised expenditure Nature and extent of irregular expenditure M‘“efi"l_
- - Fruitless and Material und:fr -:::e“;h"g
Avditee Expenditure :&:‘:ﬂ:‘z:“"zl"'ﬁ Compensation wusle.ful Material losses |  impairment of condifional
Overspending unrelated to condifions of SCM related of employees expentiture assets grant (finding
functional area . related il
allocation only)

Departments

! Agriculture, Forestry
and Fisheries

2 | Adsand Cultre 41768801 41768801 3000000 376000 [N
3 | Basic Education 81771 000

1065 000 1 065 000 3000

3376 000 743 000

81771 000 [ R

4 Communications 2 848 000 2 848 000 1438 000
Cooperative
5 Governance and 271 207 571 148 377 430 419 585 001 336 484
Traditional Affairs
Correctional Services 944 392 944 392 628 817 3 387 000 119
7 Defence 681604315 117744738 799 349 053 490 880 166 999 000
Department
8 | of Economic
Development
9 | Energy 14860000 14860000 1371000 [ 110992000 112363000

10 | Environmental Affairs

33 227 000 2 556 000

13 | Home Affairs 687 304 000 687304000 13012000 11479 000 24 491 000 334 640 000

14| Human Setflements 11839000 261000 || 12100 000

International Relations
15 .
and Cooperation

33 227 000

12 _'F“Qh?r Education and 4023 000
raining

11 | Department of Health

66 779 000

526 089 526 089

Justice and

16 | Constitutional 420 722 000 420722 000 1232000 12 360 000
Development

17 | Labour 015634 3507 000 ([ 0522634
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
impairment of assets

Nature and extent of unauthorised expenditure Nature and extent of irregular expenditure Mulerial_
- - Fruitless and Material und:'r-::'e:}!mg
Avditee Expenditure :22’:::"?‘ n?n'lillllz Compensation wuste_lul Material losses |  impairment of conditional
Overspending unrelated to con dilio:s of Total SCM related of employees expenditure assets grant (finding
functional area . related nl
allocation only)

Department of Mineral 4849752 3125000 7974752 4000
esources
19 | Police 97 529 000 97529000 2757000 2876000

2 Public Service and 12 240 000 12 240 000 311000

Administration
92 | Department of Public 17 948 542 17 948 542 2000 54836000 736 045
Works (0[0[0]

20 | Public Enterprises

23 | Rurel Development 11965 269 34252000 46217269 73406000 2846000
and Land Reform
120 24 | Science and 1336 000 1336 000 110 000
Technology
25 | Social Development  [INPAORLA00E 26309000 1322000 1322 000 67 000
Sport and Recreation
26 | Forge X 2513501 2513501 -
27 | Tourism 33000 [ 75000 208000 28000 3000
28 | Trade and Industry 27506000 817000 [ 28323000 159000 2306000 215407 000
29 | Transport 20 646 052 || GGG 2054 052 48806

30 | Water Affairs 38 478 428 469183 37828676 76776287 8 206 297

Women, Children

31 and Persons with 3729 000 3729 000 271 000 6358 000 6 629 000 1 000
Disabilities
Government

32 | Communications and 518 000 518 000 169 000

Information System

33 | Independent
Complaints Direcforate

8458000 || 14957000 23415000 [ s o8 000

34 | National Treasury
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
|mponrmen’r of assets

Nature and extent of unauthorised expendlture Nature and extent of irregular expenditure Muteriul.
Spendi Fruitless and Material und:fr ':::e“;h“g
' i 2 . 0
Auditee Expenditure ucpc:: d:&:?mltrlll Compensation wasle.ful Materiallosses | impairment of St/

Overspending unrelated to

SCM related of employees expenditure assefs grant (finding
functional area

conditions of related only)

allocation

Public Administration
35 Leadership and 25 000 21 000

Management
Academy
ommission
37 | Statistics South Africa 6223 000 6223 000 378 000
Parliament of the

38 | Republic of South 10 112 000 10112000 1012000 - 12 098 000
Alfrica
39 | The Presidency 28 428000 28428000 859000 ss9 000 [ GG

Total for departments msrooo [ cocrse  so2semeso  17se7sssas  waeresm  sseosstos 2286728572 azssianss a:0e7a000 227505000 736 045 000

36 Public Service

Public entities
37 | National Prosecufing 23250000 37 848 000 61098 000
Authority

38 AEC-Amersham (Pty)
Ltd
The African

39 Exploration Mining
and Finance

Corporation (Pty) Ltd

40 Africa Institute of
South Africa, Pretoria

African Renaissance
41 and International
Cooperation Fund

42 Agricpltural Land 70 694 70 694 83 000
Holding Account

13 Agricuhural Research 2319 144 2319144
Council
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
|mpo|rment of assets

Nature and extent of unauthorised expendllure Nature and extent of irregular expenditure Molerial_
Fruitless and Material und:'r-::'e:}!mg
Avditee Expenditure :22’:::"?‘ "“’A'""'I“ Compensation wuste_lul Material losses |  impairment of conditional
Overspending unrelated to on dmo:s of Total SCM related of employees expenditure assets grant (finding
functional area alocation related only)
Agricultural Sector
Education and 8 400 000
Training (AGRISETA)

45 Arecsa Human Capital
(Pty) Ltd

Armaments
46 | Corporation of South
Africa Limited

47 Armscor Defence
Institutes (Pty) Ltd

48 | Artscape 3196771 3196771
49 | Avtopax (Pty) lid 12784 473

Banking Sector
50 Education and

Training Authority
(BANKSETA)

51 Boxing South Africa 582 111 138 197 720 308 1603 809 132 335
Carbon Stream Africa

52 (Pry) Lid 15000

53 | Castle Control Board 565988 565988 || N

54 | CCE Solutions (Pty) Ltd 633 000
55 | CEF Carbon [Pty Ld ]
56 | CEF Py Lid 4813000 4813000 3357000 [N

Chemical Industries
57 | Education and 584339 584 339 1 828 000
Training Authority

58 | Clidet (Pty) Ltd

119 500 000
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
impairment of assets

I

59

Clothing, Textiles.
Footwear and Leather
Sector Education
Training Authority

SCM related

Nature and extent of unauthorised expenditure Nature and extent of irregular expenditure

Fruitless and

wasteful

expenditure

Material losses

Material
impairment of
assets

Material
under-spending
of vote/
conditional
grant (finding
only)

60

Commission for
Conciliation,
Mediation and
Arbitration

61

Commission for

the Promotion and
Protection of the Rights
of Cultural Religious
and Linguistic
Communities

62

Companies and
Intellectual Property
Commission

(Previously known as
CIPRO)

63

Compensation Fund

64

Competition
Commission

65

Competition Tribunal

66

Construction Industry
Development Board

67

Construction
Education and
Training Authority

68

Co-operative Banks
Development Agency

69

Cotec Development

(Pty) Ltd

1972 422

3545726

20 305 000
90 531 000
358 409

9265765

403762

1972 422

3545726

20 305 000

90 531 000

358 409

9265765

1 543 000 1 543 000

403 762

314 463

2023 000

25499773

108 913 422

262152
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
impairment of assets

Nature and extent of unauthorised expenditure Nature and extent of irregular expenditure Mulerial_
- - Fruitless and Material und:'r-::'e:}!mg
Avditee Expenditure :22’:::"?‘ n?n'lillllz Compensation wuste_lul Material losses |  impairment of conditional
Overspending unrelated to con dilio:s of Total SCM related of employees expenditure assets grant (finding
functional area . related nly)
allocation ULy
70

Cotec Patrade (Pty) Ltd

71 Council for
Geoscience

7 Council for Medical 3 472 451

Schemes 3 472 451

Council for Scientific
73 | and Industrial
Research (CSIR)

Council for the Built
74 Environment (CBE) 68 000

68 000 26 000

Council for Mineral
124 7> Technology (Mintek)
76 Counci.l on Higher 6211824 6211824 5906
Education

77 Criminal Asset
Recovery Account

Cross-Border Road
Transport Agency

79 | Cyclofil (Pty) Ltd
80 | Cyclotope (Pty) Ltd
g1 |Die Afrikaanse

Taalmuseum

78 9114 501 9114501 684 647

82 Disaster Relief Fund

Relations Council

83 Ditsong: Museums of 756 707 756 707 134 080
South Africa
84 /Iiriving Licence Card
ccount
85 Education Labour 2 505 559 2 505 559 116 952
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
impairment of assets

Nature and extent of unauthorised expenditure Nature and extent of irregular expenditure Material
under-spending
Avditee

- - Fruitless and Material T
i Expenditure :5::;1:1'3:3;:; Compensation e:v::'(;tzlre Moterial osses '"‘P:'s':“e‘:'s" of conditional
Overspending unrelated to condifions of SCM related of employees P grant (finding
functional area allocation related only)

Education, Training
and Development
86 | Practices Sector
Education and
Training Authority

Electricity Distribution
87 | Industry (EDI) Holdings
(Pty) Ltd

gg | Energy Africa
Rehabilitation

Energy Sector
89 | Education and 629 000 8 263 000 8 892 000
Training Authority

90 | Equalisation Fund

01 Erasmusrand
Eiendomme (Pty) Ltd

92 | Erf 706 Rieffontein
93 | ETA Energy (Pty) Ltd

Film and Publication
94 Board

0 940 0 940 4 4

05 Financial Intelligence

48 0 47 000 0180
Centre ° °

Financial Services
9 Board

Finance, Accounting,
Management
Consulting and Other
97 | Financial Services
Sector Education
Training Authority
(FASSET)
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and

|mpo|rment of assets

Nature and extent of unauthorised expendllure Nature and extent of irregular expenditure

Fruitless and
Ruditee Expenditure phas Al Compensation wasteful
Overspending unrelated to u‘::;::r::s“;?h Total SCM related of employees expenditure
functional area alocation related

Fluoro Pack (Pty) Lid

Material losses

Material
impairment of
assets

Material
under-spending
of vote/
conditional
grant (finding
only)

99

Fluorochem (Pty) Ltd

100

Fluoropharm (Pty) Ltd

101

Food and Beverages
Manufacturing
Industry Sector
Education and
Training Authority

600 000 46 600 000

102

Forest Industries
Sector Education and
Training Authority

o R

103

Freedom Park Trust

47 200 000

2 072 000

104

Gamma Film Industries

(Pty) Ltd

105

Gammatec NDT
Supplies (Pty) Ltd

Government Pension
Administration Agency

107

Government Printing

Works

2119 000

108

Guardians Fund

2119000

109

Health and Welfare
Sector Education and
Training Authority

High School Vorentoe
Disaster Fund

11

Human Sciences
Research Council

20337 000
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
|mponrmen’r of assets

I

Independent
Development Trust

Nature and extent of unauthorised expendlture

Overspending

Nature and extent of irregular expenditure

n SCM related

113

Independent Electoral
Commission

233 268 409

114

Independent
Regulatory Board for
Auditors

233 268 409

115

Information Systems,
Electronics and
Telecommunications
Technologies Training

Authority

1458 000

Ingonyama Trust
Board

1458 000

17

Institute for Maritime
Technology (Pty) Ltd

Fruitless and
wasteful Material losses |  impairment of

expenditure assets

900 000

Material

Material
under-spending
of vote/
conditional
grant (finding
only)

13728

545085

118

Insurance Sector
Education and
Training Authority
(INSETA)

International
Marketing Council

044 000

120

International Trade
Administration
Commission

2 044 000

121

Infersite Property
Management Services

(Pty) Ltd

Za

751 433

2858

122

iSimangaliso Wetland
Park Authority

123

Iziko Museums of
Cape Town

2019050

2019050
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
|mpo|rment of assets

Nature and extent of unauthorised expendllure Nature and extent of irregular expenditure Mulerial_
Fruitless and Material und:'r-::'e:}!mg
Avditee Expenditure :22’:::"?‘ "“’A'""'I“ Compensation wuste_lul Material losses |  impairment of conditional
Overspending unrelated to con dmo:s of Total SCM related of employees expenditure assets grant (finding
functional area related nl
allocation only)

Klippoortie Koolmyne
(Pty) Ltd

KwaZulu-Natal
125 | Performing Arts
Company

Land and Agricultural
126 1 Bank of South Africa 116 000

Land Bank Insurance

127 Company
128 | Legal Aid South Africa
128 Local Government
129 | Sector Education and
Training Authority

130 | Luthuli Museum
Mahne's Areas (Pty)
td

131

Manufacturing

132 | Engineering & Relqted 1715000
Services Education

and Training Authority
Marine Living
133 | Resources Fund -

134 Market Thectre 1 689 092
Foundation

Media, Advertising,
135 Publishing, Erinting 500 830
and Packaging
Training Authority

1715000 91519 6329 000

1 689 092

500 830 115 600

136 Media Development
and Diversity Agency
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
|mponrmen’r of assets

Nature and extent of unauthorised expendlture Nature and extent of irregular expenditure M‘“efi"l_
Fruitless and Material und:fr -:::e“;h"g
Avditee Expenditure :&:‘:ﬂ:‘z:“"zl"'ﬁ Compensation wusle.ful Material losses |  impairment of condifional
Overspending unrelated to condifions of SCM related of employees expentiture assets grant (finding
functional area related il
allocation only)

MINDEV [Pty Lid

Mine Health and
Safety Council

138

Mining Qualifications
139 | sera

140 msunduzi/Voortrekker
useum

Municipal
141 Demarcation Board 6 000 726 000

142 | Natal Museum

143 National Agricultural 129
Marketing Council

145 _ll_\:iciatli;r;clll Consumer

146 National Credit

Regulator

147 l/:\lational Development 2551188 2551188
gency

148 National Electronic
Media Institute of SA

National Energy
149 | Regulator of South
Africa (NERSA)

National Film and
150 | Video Foundation of
South Africa
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
|mpo|rment of assets

Nature and extent of unauthorised expendllure Nature and extent of irregular expenditure Mulerial_
Fruitless and Material und:'r-::'e:}!mg
Avditee Expenditure :22’:::"?‘ "“’A'""'I“ Compensation wuste_lul Material losses |  impairment of conditional
Overspending unrelated to con dmo:s of Total SCM related of employees expenditure assets grant (finding
functional area related nl
allocation only)

National Gamblmg
Board of South Africa

National Heritage

152 | Council of South 5790000 5790000 1 847 000

Africa (NHC)

National Home
153 | Builders Regulatory
Council

29751011

National Library
154 | of South Africa 116 851 116 851
(Preforia/Cape Town)

130 155 g‘:;i%""' Loteries 10 748 007 10 748 007

156 National Lottery
Distribution Trust Fund

157 | National Museum

15340595 15340 595

158 National Nuclear 21 493 000 21 493 000 839 206

Regulator

National Regulator
159 | for Compulsory 2 368 200 2 368 200 1515

Specifications

1250000 [ 46991 000 48241000

67 649 197 67 649 197 2 056 000 - 38 753 000

National Research
160 Foundation

161 | National Skills Fund

National Student

162 Financial Aid Scheme

163 National Youth
Development Agency
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
|mponrmen’r of assets

Nature and extent of irregular expenditure Material

Nature and extent of unauthorised expendlture
under-spending

Fruitless and Material T
Avditee Expenditure Spending not in Compensation wasteful Material losses |  impairment of condifional
Overspending unrelated to uc::"r:::r::svzlfth SCM related of employees expentiture assets grant (finding
functional area allocation related only)

Nelson Mandela
National Museum 4 837 809 4 837 809
(Umtata)
165 | NTP Logistics (Pty) Ltd
NTP Radioisofopes
166 (Pty) Ltd
Qil Pollution Control
187 | South Afica
Office of the Ombud
168 | for Financial Service
Providers
169 | Onderstepcort 396 000 7896000 94631 -
Biological Products Ltd :
170 | Oospark (Pty) Ltd
171 Pan South African
Language Board
Passenger Rail Agency
172 | of South Africa o aurey
173 | Pelchem _
Office of the Pension
174 Funds Adjudicator 1216 609 1216 609 590 164
175 | People and Parks
Development
17 | Performing Arts Cenire |ESSRTRREG! 9193133 160465 160465 830455
of the Free State
Performing Arts Centre
177 | of the Free State
trading as MACUFE
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
|mpo|rment of assets

Nature and extent of unauthorised expendllure Nature and extent of irregular expenditure Mulerial_
Fruitless and Material und:'r-::'e:}!mg
Avditee Expenditure :22’:::"?‘ "“’A'""'I“ Compensation wuste_lul Material losses |  impairment of conditional
Overspending unrelated to con dmo:s of Total SCM related of employees expenditure assets grant (finding
functional area related nl
allocation only)

South African Agency
for Promotion of
178 | Petroleum Exploration
and Exploitation

(Pty) Ltd

179 | Petrosa Brass (Pty) Ltd
180 | Petrosa Egypt (Pty) Ltd

Petrosa Equatorial
181 Guinea (SA) [Pty) Lid 12427000 12427000 16 608 000

189 | Petrosa Gryphon
Marin Permit (Pty) Ltd

183 | Petrosa Iris (Pty) Ltd

Petrosa North
America Inc

185 | Petrosa Sudan (Pty) Ltd

186 | Pefrosa Synfuels
International (Pty) Ltd

184

Petrosa Themis (Pty)
187 Iid

188 | Pharmatopes (Pty) Ltd 106 229
Ports Regulator of
189 South Africa 123973

190 | President's Fund
Public Security

191 | Industry Regulatory 4649011 4649011 12356 75495989
Authority
Project Development

192 Facility <l
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
impairment of assets

Nature and extent of unauthorised expenditure Nature and extent of irregular expenditure Material
Material under-spending
Avditee

- - Fruitless and T
i Expenditure :5::;1:1'3:3;:; Compensation e:v::';tzlre Moterial osses '"‘P:'s':“e‘:'s" of conditional
Overspending unrelated to condifions of SCM related of employees P grant (finding
functional area allocation related only)

638 000 638 000 39000

Public Admin
& Leadership
Management Training
Trading Account

193

Property Management 430 305 886 430305886 6772000
Trading Entity

194 Public Investment
Corporation Limited

Public Service Sector
105 Education and
Training Authority
(PSETA]

196 Eqilwlay Safety 08 39 851 1731
egulator

197 | Refugee Relief Fund

198 Deeds Registration
Trading Account

199 | Road Accident Fund 4 529 000 4 529 000 6 267 000

200 Road Traffic 42 894 42 894
Infringement Agency
Road Traffic

201 | Management 4 075 96 4 075 96 48 647 70 824 84
Corporation

Robben Island

202 Museum, Cape Town Al i3 A e Sk
South African Civil 00 y 00 y

203 | Aviation Authority = — .
South African

204 | Gas Development
Company (Pty) Ltd
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
impairment of assets

Nature and extent of unauthorised expenditure Nature and extent of irregular expenditure Material
: : under-spending
Avditee

: : Fruitless and Material of vote/
Expenditure :22:::1'?‘ I1(‘3Ai’il'l|11 Compensation wuste_lul Material losses |  impairment of condifional
Overspending unrelated to on dilio:s of Total SCM related of employees expenditure assefs grant (finding
functional area " related nly)
allocation only,

gmﬂh African Human 66 000 224 000 290 000
ights Commission

206 | SA Insfitute for Drug- 188 489 188 489
free Sport

South Africa
207 | Library for the Blind
(Grahamstown)

South African
208 | Maritime Safety 6 083 000 6 083 000
Authority

Medical Research
134 209 | Council of South
Africa

South African
National AIDS Trust

South African
oM National Energy
Research Institute

(Pty) Ltd

South African Nuclear
212 | ¢ .
nergy Corporation

210

213 South African Defence

Force Fund

Safety and Security
Sector Education and

214 Training Authority 981 000 981 000

(SASSETA)

South African Micro-
Finance Apex Fund

215

107 333 107 333 1047 923 4795 527

South African Revenue
216 | Services (Administered
Revenue)
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
impairment of assets

Nature and extent of unauthorised expenditure Nature and extent of irregular expenditure Material
0 ] under-spending
Avditee

- - Fruitless and Material T
i Expenditure :5::;1:1'3:3;:; Compensation e:v::';tzlre Moterial osses '"‘P:'s':“e‘:'s" of conditional
Overspending unrelated to condifions of SCM related of employees P grant (finding
functional area allocation related only)

15717000 37264000 36198000 89179 000

] 254000 2725000

220 Ehe“efed Employment 29713 000 29713 000 13 070 134 564
actories

South African Revenue
Services (Own
Account)

Services Sector
218 Education and
Training Authority
(Services SETA)

219 | SFF Association

21 Small Enterprise
Development Agency

222 | Social Relief Fund

South Africa Diamond
223 | and Precious Metals 3291 847 3291 847 609 644 609 644
Regulator

224 South Africa Heritage 13 086 000 13 086 000 598 000
Resources Agency
SA Bureau of

Standards (SABS)

226 South African Housing
Fund

South African
227 | local Government 24191744 24191744 2134 687
Association (SALGA)

South African
228 | National Biodiversity
Insfitute (SANBI)

South African
National Parks

225 843 977

229

2101 000

2101 000
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ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
|mpo|rment of assets

Nature and extent of unauthorised expendllure Nature and extent of irregular expenditure Mulerial_
Fruitless and Material und:'r-::'e:}!mg
Avditee Expenditure :22’:::"?‘ "“’A'""'I“ Compensation wuste_lul Material losses |  impairment of conditional
Overspending unrelated to con dmo:s of Total SCM related of employees expenditure assets grant (finding
functional area related nl
allocation only)

The South African ‘ ‘ ‘

National Roads
Agency Limited

South African
231 | Qualifications
Authority

South African Social
232 | Security Agency 9101 821 9101 821 148 155 67 697 149
(SASSA)

South African Supplier
233
Development Agency

136 234 | South African Tourism
235 gouth African Weather
ervices

236 apgciol Investigating
nit

237 | Sportsrand (Pty) Ltd
238 | State Diamond Trader

239 | State Information 424181314 1596206 425777 520 184478 1557020
Technology Agency
240 | State President Fund _ _—
241 The South African 15 878 922 15 878 922 491 594
State Theatre
Unit
243 | Gommission on 10 339 703 10 339 703 206 989 113 421
Gender Equality
244 Einanc_iallond Fiscal 203719 203 719 132 324
ommission

ON THE NATIONAL AUDIT OUTCOMES




ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and

245

|mponrmen’r of assets

I

Independent
Communications
Authority of South
Africa

Nature and extent of unauthorised expendlture

Nature and extent of irregular expenditure

SCM related

5057 453

246

National English
Literary Museum
(Grahamstown)

5057 453

247

Oil and Gas
Corporation of SA
(Namibia) (Pty) Ltd

248

Petroleum Oil and
Gas Corporation of

South Africa (Pty) Ltd

249

The Public Protector of
South Africa

250

Tourism , Hospitality &
Sport Education and
Training Authority

251

Transport Education
and Training Authority
(TETA)

4525 000

4525 000

1173 000

Fruitless and

wasteful

expenditure

707 413

Material
impairment of
assets

Material
under-spending
of vote/
conditional
grant (finding
only)

5043 000

945 000 000

252

Unemployment
Insurance Fund

253

Universal Service and
Access Agency of
South Africa

490 000

254

Universal Service and
Access Fund

255

War Museum of the
Boer Republics

573 000

256

Water Research
Commission

490 000

573 000

66 000

ON THE NATIONAL AUDIT OUTCOMES




g

10075

ANNEXURE 3: Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and
impairment of assets

Nature and extent of unauthorised expenditure Nature and extent of irregular expenditure Materiol
: : under-spending
Avditee

: : Fruitless and Material of vote/
Expenditure :22:::1'?‘ I1(‘3Ai’il'l|11 Compensation wuste_lul Material losses |  impairment of condifional
Overspending unrelated to on dilio:s of Total SCM related of employees expenditure assefs grant (finding
functional area " related nly)
allocation only,

m’ggrﬁ“’d'"g 334 145 000 334145000 9761000 3075000 901727 000
Wholesale & Retail
258 | Sector Education and
Training Authority

William Humphreys
259 | A Gallery

260 | Windybrow Theatre

Total for entities m

415796
1992 264 934

415796
2262 333 802

9193133 77346897 192721971 164152725 126999025 2229 535226
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ANNEXURE 4: Drivers of audit outcomes

Auditee

Departments

Legend

Intervention
Good In progress ;
required

Financial F Performance P Compliance

Leadership Financial and performance

Effective
leadership
culture
Oversight
responsibility
HR
management
Policies and
procedures
Action plans
IT governance
Proper record
Processing
and reconciling
controls
Reporting
Compliance

Governance

IT systems
controls
Risk
management
Internal audit
Audit
committee

Department of Agriculture, Forestry and Fisheries

Department of Arts & Culture

Department of Basic Education

Department of Communications

Department of Cooperative Governance & Traditional Affairs

Department of Correctional Services

Department of Defence

Department of Economic Development

Department of Energy

Department of Environmental Affairs

Department of Health

Department of Higher Education and Training

Department of Home Affairs

Department of Human Seftlements

Department of International Relations & Co-operation

Department of Justice & Constitutional Development

Department of Labour

Department of Mineral Resources

Department of Police

ON THE NATIONAL AUDIT OUTCOMES




40

100558

49

a RE 4: D 2 Of audit © ome
Leadership Financial and performance Governance
= = “ ] = 2 - - =
Auditee €EE5| §2 | =8 | 238 = s -5 |28E| I = B E S| B SE
£32| 28 B[ 23 S H 28 88§ = g NiE & g £ 2 E
i 8 Sz E | £& ] = g c-g" = S =~ = £ e
lplce[p]c]e[p]c]F[p]c[F]r]c|F]p] Flplce[p]c|e[p]c|e[p]c|F]p|c I[P c]F]P][c]F]P]c

Department of Public Service & Administration

Department of Public Works

Department of Rural Development & Land Reform
Department of Science & Technology

Department of Social Development

Department of Sport & Recreation

Department of Tourism

Department of Trade and Industry

Department of Transport

Department of Water Affairs & Forestry
Department of Women, Children and Persons with Disabilities
Government Communication & Information System
Independent Complaints Directorate

National Prosecuting Authority

National Treasury

Public Admin & Leadership Management Academy
Public Service Commission

Statistics South Africa

The Parliament

The Presidency
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ANNEXURE 4: Drivers of audit outcomes

Financial and performance Governance

Auditee

Effective
leadership
Oversight

responsibility
management
Policies and
procedures
Action plans
IT governance
Proper record
Processing
and reconciling
controls

Reporting
Compliance
IT systems

controls

management
Internal audit
committee

-l

Public entities

African Exploration Mining and Finance Corporation (Pty) Ltd .. . .

African Institute of SA . .........

m a0

M T—— NN N E BN B

oom

1T

]

5N BN

BongsA [ . il EE B EE

m 5
] i B
BE N N __ BN
5 _mEEN AEEEEE
o5 EEEEE BE BN 2 EEN
N
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a RE 4: Drivers of audit o Oome
Leadership Financial and performance Governance
= = “ ] = 2 - - =
Auditee €55 8 = 3 g5 2 G & | 882 5 = % E w3 s T E
£8cS| 8¢ g | 28| £ g £ |s5858| § E =8 =g E | <E
o S g = S5 z ; .?_-‘ i-g S I~ S = ° g :E e
Flplc]e[p]c]F[p]c]F]r]c Flplce[p]c|e[p]c|e[p|c|F]p|c I F]P|c]F]P][c]F]P]c
O O O O aro edalario “ Arp ario

Comnmission for the Promotion and Protection of the Rights of

Cultural Religious and Linguistic Communities

Companies and Intellectual Property Commission (CIPC)

(Previously known as CIPRO)

Compensation Fund L] [ L] HEE BEE
Competition Commission .. .. . . .

Competition Tribunal . . ..
Construction Industry Development Board . . . ... .
ANEEE ER

Construction Seta (CETA) .

HEEN BN B
Co-operative Banks Development Agency .. ............ . .. ... ..

Cotec Development (CEF)
Cotec Partrade (Pty) Ltd (CEF)

Council for Geoscience

Council for Medical Schemes . ..

Council for Scientific & Industrial Research

Council for the Built Environment . . ... ...

Council of Mineral Technology (MINTEK)

Council on Higher Education

Criminal Asset Recovery Account

Cross-Border Road Transport Agency
Cyclofil (Necsa)
Cyclotope (Pty) Ltd (Necsa)
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A RE 4: Drivers or audit o ome
Leadership Financial and performance Governance
> = v (] = 2 - - =
Avditee €55| 72 | 3 | £% = 5 tE ($SE| B = 2 £ =S = S E
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Flp]c|e[p]c|F[p|c|F[p]c|F]p]c|F[p|c | Flp]cF]p]c[Flp]c[elp|c[F|p[c|F|p[c]F]p[c|F]P]cC

Disaster Relief Fund

Ditsong: Museums of South Africa . . . ..... .. . ...
Driving License Card Trading Account (DLCTA) ... . . ...... .
Education Labour Relations Council ...

Education Seta (ETDP SETA) H B ER B B B

Electricity Distribution Industry Holdings (Pty) Ltd . . .

Energy Africa Rehabilitation (CEF) . . .. .
HEEE BEEE §E SEEN BEN EEN EEEEEEEEE

Energy Seta (ESETA)
Equalisation Fund

Erasmusrand Eiendomme (Pty) Ltd

Erf 706 Rieffontein . . .
[]

ETA Energy (Pty) Ltd (CEF)
Film & Publication Board . . .. .
N | [l |

Financial Intelligence Centre

Financial Services Board
Financial Seta (FASSET)
Flouro Pack (Pty) Ltd (Necsa)

Fluorochem (Necsa)

O
D
>

Q

Q
D

Q

Q
D

)

Q

Q

Fluoropharm (Necsa)
Food & Beverages Seta (FOODBEV)
Forest Industries Seta (FIETA)

Freedom Park
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A RE 4: Drivers or audit outcome
Leadership Financial and performance Governance
= £ E| Bs | g g T e = s | g, T | £ 2
SHEI AR IR N DA LI ALY B A N
g = E E
A0EEREENEENEENEENE EREDEEEEENEEEE  BEEREnn

Gammatec NDT Supplies (Pty) Ltd

Government Pension Administration Agency
Government Printing Works

Guardian Fund

Health & Welfare Seta (HWSETA)

High School Vorentoe Disaster Fund

Human Science Research Council ... .
Independent Development Trust .
Independent Electoral Commission .. . .
Independent Regulatory Board for Auditors . ...
Information Systems Seta (ISETT) .

Ingonyama Trust Board . .
Institute for Maritime Technology (Pty) Ltd

Insurance Seta (INSETA)

International Marketing Council ...

International Trade Administration Commission (ITAC) . ..

Intersite (Pty) Ltd . . .
iSimangaliso Wetland Park

Iziko Museums of Cape Town .

Klippoortje koolmyne (Pty) Ltd (CEF)

KwaZulu-Natal Performing Arts Company

ON THE NATIONAL AUDIT OUTCOMES
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A RE 4: Drivers of audit o ome
Leadership Financial and performance Governance

> = v (] = 2 - - =
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Flp]c|e[p]c|F[p|c|F[p]c|Fp]c|F[p|c | Flp]cF]p]c[F]p]c[F]p|c[F|p[c|F|p[c]F]p[c]F]P]cC

Legal Aid South Africa

ol Gomman s TGWEET SEN N ENE NENENEEE N NEEEN N ENE EEN
Luthuli Museum

Mahnes Areas (Pty) Ltd (CEF)

Manufacturing & Engineering Seta (MERSETA) ... . .. . .
Marine Living Resources Fund ... . .
[ =Il B B

Market Theatre Foundation

Media & Publishing Seta [MAPPP SETA) BB
Media Development and Diversity Agency

MINDEV (Pty) Ltd

Mine Health and Safety Council . . . . .
|

Mining Qualifications Authority (MQA)

Msunduzi / Voortrekker Museum: Pietermaritzburg

Municipal Demarcation Board . . . .

Natal Museum: Pietermaritzburg

National Agricultural Marketing Council

National Arts Council of South Africa . .. . ...... .
National Consumer Tribunal . .

National Credit Regulator

National Development Agency

National Electronic Media Institute of SA ..

National Energy Regulator of South Africa (NERSA) . .
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Leadership Financial and performance Governance
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National Gambling Board . .

National Heritage Council .. .. ..
..l HEE BEE EER
National Lotteries Board . . .... ... ....
National Lottery Distribution Trust Fund . .... ... ....
|

National Museum: Bloemfontein .

] []
National Home Builders Registration Council . ... .. .. .. ... .
i []

National Library of South Africa

40 National Nuclear Regulator (NNR)

National Regulator for Compulsory Specifications

National Research Foundation

National Skills Fund

National Student Financial Aid Scheme

B [ ]

Bl N HEE B H BR R
iR B

National Youth Development Agency . . . . . . . .

Nelson Mandela Museum: Mthatha ...
NTP Logistics (Necsa)

NTP Radioisotopes (Necsa) ..

Oil Pollution Control SA (CEF) .. . . . .

Ombudsman for Financial Services Providers

Onderstepoort Biological Products Ltd . .... .. .... . ... ... ...
Oospark (Pty) Ltd

Pan SA Language Board .. .. . .. ... ...

National Treasury (Consolidation of AFS)
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)
D
D
>
D
>

Pelchem (Pty) Ltd (Necsa)

Pension Funds Adjudicator . . ..

People and Parks Development

Performing Arts Centre of the Free State . . ... . ...... . . . ... . ......
Performing Arts Centre of the Free State trading as MACUFE

Petroleum Agency SA (Pty) Lid (CEF) . .
PetroSA Brass (CEF)

PetroSA Egypt (CEF)

PetroSA Equatorial Guinea (SA) (CEF)
PetroSA Gryphon Marin Permit (CEF)
PetroSA Iris (CEF)

PetroSA North America Inc.(CEF)
PetroSA Sudan (CEF)

PetroSA Synfuels International (CEF)
PetroSA Themis (CEF)

Pharmatopes (Pty) Ltd

Ports Regulator of South Africa . .......... . .. .........

President’s Fund

Private Security Industry Regulatory Authority .... . . ..... .. .. ..... ... . ...
1] RN L]

Project Development Facility Trading Account

Public Admin & Leadership Management Training Trading
Account

Public Investment Corporation Limited . . .

ON THE NATIONAL AUDIT OUTCOMES



.‘>.<

100558

a RE 4: Drivers of audit o Oome
Leadership Financial and performance Governance

> - “» ] = 2 - = =
: s£. EZ | E| EE| £ | E 2r (252 £ | F | oM LE| B |2
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Railway Safety Regulator

Refugee Relief Fund

Registration of Deeds Trading Account
Road Accident Fund
Road Traffic Infringement Agency

Road Traffic Management Corporation

Robben Island Museum

SA Civil Aviation Authority

SA Gas Development Company (Pty) Ltd (iGas) (CEF)
SA Human Rights Commission

v)
O
D
O
D
Q

O

>

48

] []

HEE B B H ' HEEE
SA Institute for Drug Free Sport . ...
SA Library for the Blind . .

SA Maritime Safety Authority
SA Medical Research Council
SA National Aids Trust

SA National Energy Research Institute (Pty) Ltd (CEF)

[ HH N | I
SA Nuclear Energy Corporation (Necsa) .

SADF Fund .. .. .. .. ..
Safely & Security Sefo H B EEEEREEN HEE B BEREE BN =Ill L

SAMAF

BN BER
SARS - Administered Revenue . . .. .. .. . . ..

SARS - Own Accounts . . .
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SFF Associafion (CEF) HEE HEE ‘B H HE EEE BER
HEEEEE BER | |

Small Enterprise Development Agency (SEDA) ... ...

Social Relief Fund

South Africa Diamond and Precious Metals Regulator . .. . . .. . . . . .
HEE 'EN N NEE EEN - ] ] H BN

Sheltered Employment Factories

South Africa Heritage Resources Agency
South African Bureau of Standards
South African Housing Fund

South African Local Government Association

South African National Biodiversity Institute

South African National Parks

South African National Roads Agency Limited
South African Qualifications Authority

|
South African Social Security Agency . .
| HER HER
HER

South African Supplier Development Agency

South African Tourism

South African Weather Service
Special Investigating Unit ...
Sportsrand (Pty) Lid

State Diamond Trader

State Information Technology Agency
State President Fund

State Theatre . ... ....

e e Se A
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Leadership Financial and performance Governance
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The Commission on Gender Equality

The Financial & Fiscal Commission

The Independent Communication Authority SA (ICASA)
The National English Literary Museum: Grahamstown
The Petroleum Oil and Gas Corporation (Namibia) (CEF)

The Petroleum Oil and Gas Corporation (Pty) Ltd (PetroSA)
(CEF)

The Public Protector of South Africa
Tourism & Hospitality Seta (THETA)
Transport Seta (TETA)
Unemployment Insurance Fund
Universal Service Agency (USAASA)
Universal Service Fund (USAAF)

War Museum of the Boer Republics: Bloemfontein

D
Q

>
Q

D

Water Research Commission

Water Trading Account ...

Wholesale & Retail Seta (W&R SETA)
Williams Humphrey Art Gallery: Kimberley
Windybrow Theatre

Property Management Trading Entity

ON THE NATIONAL AUDIT OUTCOMES



ANNEXURE 5: Auditees with key findings on supply chain management

Avuditee

Departments

Limitation on Awards to state officials
planned scope of avdit of and their close family
awards members

Uncompetitive or unfair Inadequate contract

Inadequate SCM controls
procurement processes management

Agriculture, Forestry and Fisheries

Arts and Culture

Basic Education

Communications

Cooperative Governance and Traditional Affairs

Correctional Services

Defence

Economic Development

Energy

S|lo|® (N o|slwN]|—

Environmental Affairs

—_

Health

N

Higher Education and Training

13 | Home Affairs

14 |Human Settlements

15 | International Relations & Co-operation
16 | Justice and Constitutional Development
17 | Labour

18 | Mineral Resources

19 | Police

20 |Public Enterprises

21 | Public Service and Administration

22 | Public Works

23 | Rural Development and Land Reform
24 | Science and Technology
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ANNEXURE 5: Auditees with key findings on supply chain management

25

Auditee

Social Development

Limitation on
planned scope of audit of
awards

Awards to state officials
and their close family
members

Uncompetitive or unfair
procurement processes

Inadequate contract
management

Inadequate SCM controls

26 | Sport and Recreation South Africa

27 | Tourism

28 |Trade and Industry

29 | Transport

30 | Water Affairs

31 | Women, Children and Persons with Disabilities

32 | Government Communications and Information System
33 | Independent Complaints Directorate

34 | National Prosecuting Authority

35 | National Treasury

36 | Parliament of the Republic of South Africa

37 | Public Administration Leadership and Management Academy
38 | Public Service Commission

39 | Statistics South Africa

40 |The Presidency

Public entities

41 | AEC-Amersham (Pty) Ltd

42 I:ie African Exploration Mining and Finance Corporation (Pty)
43 | Africa Institute of South Africa, Pretoria

44 | African Renaissance and Infernational Cooperation Fund

45 | Agricultural Land Holding Account

46 | Agricultural Research Council

ON THE NATIONAL AUDIT OUTCOMES




ANNEXURE 5: Auditees with key findings on supply chain management

LI en Lol aiin e Uncompetitive or unfair Inadequate contract

Inadequate SCM controls
procurement processes management

Auditee planned scope of audit of and their close family
awards members

47 | Agricultural Sector Education and Training (AGRISETA)
48 | Arecsa Human Capital (Pty) Ltd

49 | Armaments Corporation of South Africa Limited

50 | Armscor Defence Institutes (Pty) Ltd

52 | Autopax (Pty) Ltd

53 |Banking Sector Education and Training Authority (BANKSETA)

55 | Carbon Stream Africa (Pty) Ltd

56 | Castle Control Board

57 | CCE Solutions (Pry) Lid

58 | CEF Carbon (Pty) Ltd

59 | CEF (Pry) Ltd

60 | Chemical Industries Education and Training Authority
61 |Clidet (Pty) Ltd

Clothing, Textiles. Footwear and Leather Sector Education
62 |1 gini .
raining Authority

63 | Commission for Conciliation, Mediation and Arbitration

64 | Commission for the Promotion and Protection of the Rights of
Cultural Religious and Linguistic Communities

65 | Companies and Intellectual Property Commission

66 | Compensation Fund _

67 | Competition Commission

68 | Competition Tribunal

69 | Construction Industry Development Board
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ANNEXURE 5: Auditees with key findings on supply chain management

Auditee

Limitation on
planned scope of audit of
awards

Awards to state officials
and their close family
members

Uncompetitive or unfair
procurement processes

Inadequate contract
management

Inadequate SCM controls

70 | Construction Education and Training Authority _
71 | Co-operative Banks Development Agency
72 | Cotec Development (Pty) Ltd
73 | Cotec Patrade (Pty) Ltd
74 | Council for Geoscience
75 | Council for Medical Schemes _
76 | Council for Scientific and Industrial Research (CSIR)
77 | Council for the Built Environment (CBE)
78 | Council for Mineral Technology (Mintek)
79 | Council on Higher Education
80 | Criminal Asset Recovery Account
81 |Cross-Border Road Transport Agency _
82 | Cyclofil (Pty) Lid
83 | Cyclotope (Pty) Ltd
84 | Die Afrikaanse Taalmuseum
85 | Disaster Relief Fund
86 | Ditsong: Museums of South Africa _
87 | Driving Licence Card Account
88 | Education Labour Relations Council
89 Educo’r!on, Training gnd Develgpmenf Practices Sector
Education and Training Authority
90 | Electricity Distribution Industry (EDI) Holdings (Pty) Ltd
91 |Energy Africa Rehabilitation
92 | Energy Sector Education and Training Authority
93 | Equalisation Fund
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ANNEXURE 5: Auditees with key findings on supply chain management

94

Avuditee

Erasmusrand Eiendomme (Pty) Ltd

Limitation on Awards to state officials
planned scope of avdit of and their close family
awards members

Uncompetitive or unfair Inadequate contract

Inadequate SCM controls
procurement processes management

95

Erf 706 Rietfontein

96

ETA Energy (Pty) Ltd

97

Film and Publication Board

98

Financial Intelligence Centre

99

Financial Services Board

100

Finance, Accounting, Management Consulting and Other
Financial Services Sector Education Training Authority
(FASSET)

101

Fluoro Pack (Pty) Ltd

102

Fluorochem (Pty) Ltd

103

Fluoropharm (Pty) Ltd

104

Food and Beverages Manufacturing Industry Sector Education
and Training Authority

105

Forest Industries Sector Education and Training Authority

106

Freedom Park Trust

107

Gamma Film Industries (Pty) Ltd

108

Gammatec NDT Supplies (Pty) Ltd

109

Government Pension Administration Agency

110

Government Printing Works

111

Guardians Fund

112

Health and Welfare Sector Education and Training Authority

113

High School Vorentoe Disaster Fund

114

Human Sciences Research Council

115

Independent Development Trust

116

Independent Electoral Commission
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ANNEXURE 5: Auditees with key findings on supply chain management

Auditee

Limitation on
planned scope of audit of
awards

Awards to state officials
and their close family
members

Uncompetitive or unfair Inadequate contract
procurement processes management

Inadequate SCM controls

117 | Independent Regulatory Board for Auditors
118 Information Systems, Electronics and Telecommunications

Technologies Training Authority
119 | Ingonyama Trust Board
120 | Institute for Maritime Technology (Pty) Ltd
121 | Insurance Sector Education and Training Authority (INSETA)
122 | International Marketing Council
123 | International Trade Administration Commission
124 | Intersite Property Management Services (Pty) Ltd
125 |iSimangaliso Wetland Park Authority
126 | Iziko Museums of Cape Town _
127 | Klippoortje Koolmyne (Pty) Ltd
128 | KwaZulu-Natal Performing Arts Company
129 |Land and Agricultural Bank of South Africa _
130 | Land Bank Insurance Company
131 | Legal Aid South Africa
132 | Local Government Sector Education and Training Authority _
133 | Luthuli Museum
134 | Mahne’s Areas (Pty) Ltd
135 #Aa'm'.lfacturing Engineering & Related Services Education and

raining Authority
136 | Marine Living Resources Fund
137 | Market Theatre Foundation
138 ?/\e.di.a, Adverti§ing, Publishing, Printing and Packaging
raining Authority
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ANNEXURE 5: Auditees with key findings on supply chain management

139

Avuditee

Media Development and Diversity Agency

140

MINDEV (Pty) Ltd

141

Mine Health and Safety Council

142

Mining Qualifications SETA

143

Msunduzi/Voortrekker Museum

144

Municipal Demarcation Board

145

Natal Museum

146

National Agricultural Marketing Council

147

National Arts Council of South Africa

148

National Consumer Tribunal

149

National Credit Regulator

150

National Development Agency

151

National Electronic Media Institute of SA

152

National Energy Regulator of South Africa (NERSA)

153

National Film and Video Foundation of South Africa

154

National Gambling Board of South Africa

155

National Heritage Council of South Africa (NHC)

156

National Home Builders Regulatory Council

157

National Library of South Africa (Pretoria/Cape Town)

158

National Lotteries Board

159

National Lottery Distribution Trust Fund

160

National Museum

161

National Nuclear Regulator

162

National Regulator for Compulsory Specifications

163

National Research Foundation

Awards to state officials

cal ek, cose fwaly Uncompetitive or unfair

procurement processes

Inadequate contract

planned scope of avdit of Inadequate SCM controls
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ANNEXURE 5: Auditees with key findings on supply chain management

Limitation on Awards to state officials
No. Auditee planned scope of audit of and their close family
awards members

Uncompetitive or unfair Inadequate contract

Inadequate SCM controls
procurement processes management

National Skills Fund
165 | National Student Financial Aid Scheme

166 | National Youth Development Agency

167 | Nelson Mandela National Museum (Umtata)

168 | NTP Logistics (Pty) Ltd

169 | NTP Radiosotopes (Pty) Ltd

170 | Oil Pollution Control South Africa

171 | Office of the Ombud for Financial Service Providers
172 | Onderstepoort Biological Products Ltd

173 | Oospark (Pty) Ltd

174 | Pan South African Language Board

175 | Passenger Rail Agency of South Africa
176 | Pelchem
177 | Office of the Pension Funds Adjudicator

178 | People and Parks Development

179 | Performing Arts Centre of the Free State _

180 | Performing Arts Centre of the Free State trading as MACUFE

181 South African Agency for Promotion of Petroleum Exploration
and Exploitation (Pty) Ltd

182 | Petrosa Brass (Pty) Ltd

183 | Petrosa Egypt (Pty) Ltd

184 | Petrosa Equatorial Guinea (SA) (Pty) Ltd
185 | Petrosa Gryphon Marin Permit (Pty) Lid
186 | Petrosa Iris (Pty) Ltd

187 | Petrosa North America Inc
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ANNEXURE 5: Auditees with key findings on supply chain management

Avuditee

Limitation on Awards to state officials
planned scope of avdit of and their close family

Uncompetitive or unfair Inadequate contract

Inadequate SCM controls
procurement processes management

awards members

188

Petrosa Sudan (Pty) Ltd

189

Petrosa Synfuels International (Pty) Ltd

190

Petrosa Themis (Pty) Ltd

191

Pharmatopes (Pty) Ltd

192

Ports Regulator of South Africa

193

President’s Fund

194

Public Security Industry Regulatory Authority

195

Project Development Facility

196

The Property Management Trading Entity

197

Public Admin & Leadership Management Training Trading
Account

198

Public Investment Corporation Limited

199

Public Service Sector Education and Training Authority (PSETA)

200

Railway Safety Regulator

201

Refugee Relief Fund

202

Deeds Registration Trading Account

203

Road Accident Fund

204

Road Traffic Infringement Agency

205

Road Traffic Management Corporation

206

Robben Island Museum, Cape Town

207

South African Civil Aviation Authority

208

South African Gas Development Company (Pty) Ltd

209

South African Human Rights Commission

210

SA Institute for Drug-free Sport

211

South Africa Library for the Blind (Grahamstown)
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ANNEXURE 5: Auditees with key findings on supply chain management

Limitation on Awards to state officials
No. Auditee planned scope of audit of and their close family
awards members

Uncompetitive or unfair Inadequate contract

Inadequate SCM controls
procurement processes management

South African Maritime Safety Authority
213 | Medical Research Council of South Africa

214 | South African National AIDS Trust

215 | South African National Energy Research Institute (Pty) Ltd

216 | South African Nuclear Energy Corporation
217 | South African Defence Force Fund

218 Safety and Security Sector Education and Training Authority
(SASSETA)

219 | South African Micro-Finance Apex Fund

220 | South African Revenue Services (Administered Revenue)

221 | South African Revenue Services (Own Account)

Services Sector Education and Training Authority (Services
222 | 5ema)

223 | SFF Association

224 | Sheltered Employment Factories

225 | Small Enterprise Development Agency
226 | Social Relief Fund

227 | South Africa Diamond and Precious Metals Regulator

228 | South Africa Heritage Resources Agency

229 | SA Bureau of Standards (SABS)

230 | South African Housing Fund

231 | South African Local Government Association (SALGA)
232 | South African National Biodiversity Institute (SANBI)
233 | South African National Parks

234 | The South African National Roads Agency Limited
235 | South African Qualifications Authority
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ANNEXURE 5: Auditees with key findings on supply chain management

Limitation on Awards to state officials
Auditee planned scope of audit of and their close family
awards members

Uncompetitive or unfair Inadequate contract
procurement processes management

Inadequate SCM controls

South African Social Security Agency (SASSA)

237 | South African Supplier Development Agency
238 | South African Tourism
239 | South African Weather Services

240 | Special Investigating Unit
241 | Sportsrand (Pty) Ltd
242 | State Diamond Trader

243 | State Information Technology Agency
244 | State President Fund

245 | The South African State Theatre

246 | Technical Assistance Unit

247 | Commission on Gender Equality

248 | Financial and Fiscal Commission

249 |Independent Communications Authority of South Africa

250 |National English Literary Museum (Grahamstown)

251 | Oil and Gas Corporation of SA (Namibia) (Pty) Ltd

252 | Petroleum Qil and Gas Corporation of South Africa (Pty) Ltd
253 | The Public Protector of South Africa

254 | Tourism , Hospitality & Sport Education and Training Authority

255 | Transport Education and Training Authority (TETA)

257 | Universal Service and Access Agency of South Africa

258 | Universal Service and Access Fund

256 | Unemployment Insurance Fund

259 | War Museum of the Boer Republics
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ANNEXURE 5: Auditees with key findings on supply chain management

Limitation on Awards to state officials
No. Auditee planned scope of audit of and their close family
awards members

Uncompetitive or unfair Inadequate contract

Inadequate SCM controls
procurement processes management

260 | Water Research Commission
261 | Water Trading Account

262 | Wholesale & Retail Sector Education and Training Authority
263 | William Humphreys Art Gallery

264 | Windybrow Theatre

Public entities (Not audited by the AGSA)

265 | Accounting Standards Board

266 | Air Traffic Navigation Services

267 | Airports Company of SA Limited

268 | Alexkor Limited

269 | Breede River Catchment Management Agency
270 | Broadband Infraco (Pty) Ltd

271 | COEGA Development Corporation (Pty) Ltd
272 | Denel (Pty) Ltd

273 | DBSA - Development Fund

274 | Development Bank of Southern Africa

275 | ESKOM

276 | Estate Agency Affairs Board

277 | Export Credit Insurance Corporation of SA

278 | Housing Development Agency

279 | Industrial Development Corporation of SA

280 | Inkomati Catchment Management Agency

281 |Khula Enterprise Finance Limited

282 | National Economic Development and Labour Council
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ANNEXURE 5: Auditees with key findings on supply chain management

283

Avuditee

National Empowerment Fund

Limitation on
planned scope of audit of

awards

Awards to state officials
and their close family

members

Uncompetitive or unfair
procurement processes

Inadequate contract
management

Inadequate SCM controls

284

National Health Laboratory Service

285

National Housing Finance Corporation Ltd

286

National Metrology Institute of SA

287

National Urban Reconstruction & Housing Agency

288

Ncera Farms (Pty) Ltd

289

Pebble Bed Modular Reactor

290

Perishable Products Export Control Board

291

Productivity SA

292

Rural Housing Loan Fund

293

SA National Accreditation System

294

SABS Commercial (Pty) Ltd

295

SASRIA Limited

296

Sentech Limited

297

Servcon Housing Solutions (Pty) Ltd

298

Social Housing Foundation

299

Social Housing Regulatory Authority

300

South African Airways (Pty) Limited

301

South African Broadcasting Corporation

302

South African Council of Educators

303

South African Express (Pty) Limited

304

South African Forestry Company Limited

305

South African National Space Agency

306

South African Post Office Limited

307

Technology Innovation Agency
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ANNEXURE 5: Auditees with key findings on supply chain management

g I L il Uncompetitive or unfair Inadequate contract

procurement processes management

Auditee planned scope of audit of and their close family
awards members

Inadequate SCM controls

308 | Telkom Limited

309 | Trans-Caledon Tunnel Authority

310 | Transnet Limited

311 | Umalusi QA on Further Training & Education
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ANNEXURE 6: Auditees with key findings on four IT focus areas

Focus Areas

Auditee
IT governance Security management User access management IT service continuity

Departments

R
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R

R Y I
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T Notuesed BT E—
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Public Service inistration _

Rural Development Land Reform
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ANNEXURE 6: Auditees with key findings on four IT focus areas

Focus Areas

Auditee
IT governance Security management User access management IT service confinuity

I
o e
B

51 [ omen, Chidonand e D[
35 | Pk Aot oot Marsgemert Acdomy ||
I
T R I B

Public entities

5 A odroing e
35| Amonens Goporton fSou A e |
Armscor Defence Institutes (Pty) Ltd _
T R
L ———

Chemical Industries Education and Training Authority
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ANNEXURE 6: Auditees with key findings on four IT focus areas

Focus Areas

Auditee
IT governance Security management User access management IT service continuity
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ANNEXURE 6: Auditees with key findings on four IT focus areas

Focus Areas

Auditee
IT governance Security management

;
I

70

71 Natonol CodiRoguor | ]
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ANNEXURE 6: Auditees with key findings on four IT focus areas

Focus Areas

Auditee
IT governance Security management User access management

Services Sector Education and Training Authority (Services SETA)

2
E
z
5
56 | Souh o ol Goverman Ascioton GAGH
I e
99 | Souh o Gualfusions Auborty
100 | S i Sl Sty Aganey SRS |
102 [ Souh o Weaher Seriees |
106 | Commision o Gerder ety
108 | depenen Conmrictons Avtrty o Souh Afica
109 | avolum O and Gos Corporton ofSovh Afca P10 |
110 [ e Pl oo Souh Abvca |
111 [ Uremploment vanco |

IT service continuity
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ANNEXURE 7: Awards made to state officials and close family members

Awards made to Non-compliance with regard to awards made
. Close family members Supplier did not Official did not Official was involved me-compl_lun‘ce/
Auditee L . . . 2 . irregularity in
of officials declare interest declare interest in making award
procurement process
Number Number Number Number Number Number
Departments
Department of Arts & Culture 6 56
Department of Correctional 4 944 4 944 4 944
Services
Department of Defence 24 6 842 14 11 806 35 18 133 35 18 133
Department of Economic 2 2
Development
Department of Environmental 1 10
Affairs
Department of Home Affairs 48 9720 48 9720
7Y Department of International 2 208 2 208
Relations & Co-operation
Department of Justice & 3 13 3 13 1 2
Constitutional Development
Department of Police 21 1457 21 1457
Department of Public Works 1 641 1 641 1 641 1 641
Department of Rural 1 248 1 248

Development & Land Reform

Department of Social 1
Development

Department of Tourism 2

Sport and Recreation SA 1 1

Department of Transport 7 3117

Statistics South Africa 1 86 1 86
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ANNEXURE 7: Awards made to state officials and close family members

Auditee

Public entities

Number

Awards made to

Close family members
of officials

Supplier did not
declare interest

Non-compliance with regard to awards made

Official did not
declare interest

Number

Official was involved
in making award

Number

Non-compliance/
irregularity in
procurement process

Agricultural Land Holding
Account

71

71

Central Energy Fund (Pty) Ltd
(CEF)

150

150

Government Pension
Administration Agency

161

1 161

Independent Electoral
Commission

40

40

Land & Agricultural Bank
of SA

Local Government Seta

(LGWSETA)

National Home Builders
Registration Council

30 298

1 30 298

—_

30 298

Passenger Rail Agency of SA

2 300

Private Security Industry
Regulatory Authority

Property Management
Trading Account

2170

1 2170

Road Accident Fund

132

SARS - Own Accounts

32763

South African National Parks

3585

4 322

South African Social Security
Agency

56

South African Weather
Service
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ANNEXURE 7: Awards made to state officials and close family members

Awards made to Non-compliance with regard to awards made

Non-compliance/
irregularity in
procurement process

Close family members Supplier did not Official did not Official was involved

Auvditee of officials declare interest declare interest in making award

Number Number Number R Number R Number

State Information Technology
Agency

Water Trading Account

Percentage of auditees
tested
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ANNEXURE 8: Uncompetitive or unfair procurement process

Auditee

Departments

Three written
quotations not
invited - no deviation
approved

Procurement from
suppliers without
SARS Tax clearance

Competitive bids
not invited - no
deviation approved

Preference point
system not applied

No declaration of
interest submitted

No declaration of
interest submitted

(e.g. SBD4)

Deviations above
R1 million not
reported fo AGSA

Prospective supplier
list not administered
in accordance with
requirements

Three written

quotations not
invited - approved

deviation not
reasonable/

justified

Other findings

Department of
Agriculture, Forestry
and Fisheries

419

Department of Basic
Education

30

81771

30

81771

Department of
Communications

30

50

Department of
Cooperative
Governance and
Traditional Affairs

541

1198

17 322

Department of Defence

86

2 980

8293

275 560

w

61678

21 453

35

18133

84

450 186

509

278 914

Department of Health

w

25039

250839

Department of Higher
Education and
Training

276

1238

748

960

Department of Home
Affairs

8 054

48

9720

Department of Human
Settlements

223

86

122

11718

Department of
Infernational Relations
and Cooperation

58

241

1353

227

27 669

Department of Justice
and Constitutional
Development

308

1249 992

Department of Labour

36

77

5000

3 6216

164

12 022

Department of Mineral
Resources
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ANNEXURE 8: Uncompetitive or unfair procurement process

Three written
quotations not
invited - approved
deviation not
reasonable,/
justified

Prospective supplier
list not administered
in accordance with
requirements

Three written
quotations not
Avditee invited - no deviation
approved

Deviations above
R1 million not
reported to AGSA

No declaration of
interest submitted
)

Procurement from
suppliers without

Competitive bids
not invited - no
deviation approved

No declaration of
interest submitted

Preference point
system not applied

SARS Tax clearance

Department of Police

25

31 497

29

Other findings

Department of Public
Works

209

2 559

1173

27

3936

2878

31197

Department of Rural
Development & Land
Reform

434

2 400

Department of Social
Development

Department of Sport &
Recreation

573

728

20 089

Department of Trade
and Industry

27 506

Department of Water
Affairs & Forestry

21

1384

2342

1340

6729

Department of
Women, Children
and Persons with
Disabilities

83

271

Government
Communication &
Information System

518

Statistics South Africa

6288

The Presidency

1135

Public entities

African Institute of SA

7 314

Agricultural Land
Holding Account

1078

Boxing SA

491

91

2518
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ANNEXURE 8: Uncompetitive or unfair procurement process

Three written
. e Prospective supplier quotations not
Preference point No declaration of .No detluruhop of Devmh.o 1S above list not administered | invited - approved
5 5 , interest submitted R1 million not N . s
system not applied | interest submitted (e.0. SBD4) renorted fo AGSA | accordance with deviation not
4 P requirements reasonable/
justified

Three written
quotations not
Auditee invited - no deviation
approved

Procurement from Competitive bids

suppliers without not invited - no Other findings

SARS Tax clearance | deviation approved

Castle Control Board 6 58 2 303

Chemical Industries
Seta (CHIETA) 1 584

Commission for
the Promotion and
Protection of the Rights

of Cultural Religious d ey
and Linguistic
Communities

Compensation Fund 7 434

15 1884 15 1884

7 393 4| 10068

Competition
Commission 683 | 90531 .

Competition Tribunal 2 358

Construction Industry 36 1287 6 7 622 3 5968
Development Board

Co-operative Banks 1 404
Development Agency

Council for Medical
Schemes

1 1024

Council on Higher
Education

Cross-Border Road
Transport Agency

1 6212

Ditsong: Museums of
South Africa U A J

Education Labour
Relations Council ! 2506

49

2 506
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ANNEXURE 8: Uncompetitive or unfair procurement process

Three written
. o Prospective supplier quotations not
Preference point No declaration of ‘No declaruhop of Devmh.o f1s above list not administered | invited - approved
: o y interest submitted R1 million not N " o
system not applied | interest submitted (e.0. SBDA) reported fo AGSA | accordance with deviation not
% P requirements reasonable/
justified

Three written

S — Procurement from Competitive bids

suppliers without not invited - no Other findings

Auditee invifed - no devition SARS Tax clearance | deviation approved
approved

Education Seta (ETDP
SETA) 12 9 549

Energy Sefa (ESETA) 8 122

Film & Publication
Board

E:inancicll Intelligence 6 045 % 2 391
entre

1 24

1455 1 410

Food & Beverages
Seta (FOODBEY) 7 6122

Forest Industries Seta
(FIETA) - A

Government Printing
Works 1 188 1 7 803

Health & Welfare Seta
(HWSETA) 25| 2760

Human Science 1 81
Research Council

Independent
Development Trust 62 | 427 207

Independent Electoral
Commission

71820 | 25 1268 1 58 375 296784

Independent
Regulatory Board for 5 503 9 849
Auditors

Information Systems
Seta (ISETT) 13 1458 13 1458

International
Marketing Council 1 2 044

Local Government
Sefa (LGWSETA) 1 10 19 1354
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ANNEXURE 8:

Auditee

Manufacturing &
Engineering Seta
(MERSETA)

Uncompetitive or unfair procurement process

Three written
quotations not

invited - no deviation

approved

Procurement from
suppliers without

SARS Tax clearance

1 183

Competitive bids
not invited - no
deviation approved

Preference point
system not applied

No declaration of
interest submitted

No declaration of
interest submitted

(e.g. SBD4)

4 14633

Deviations above
R1 million not
reported fo AGSA

Three written
Prospective supplier quotations not
list not administered | invited - approved
in accordance with deviation not
requirements reasonable/
justified

Other findings

1042

Market Theatre
Foundation

8 1138

6179

6179

520

Media & Publishing
Seta (MAPPP SETA)

501

Mine Health and
Safety Council

64

1 423

1 877

Municipal
Demarcation Board

726

National Arts Council
of South Africa

2797

National Heritage
Council

37

1712

National Home
Builders Registration
Council

8178168

3| 69426

176 669

National Library of
South Africa

78

National Lotteries
Board

4| 10640

National Nuclear
Regulator

3 7 669

16 550

National Prosecuting
Authority

4000

National Regulator
for Compulsory
Specifications

8 5076

National Skills Fund

1 744
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ANNEXURE 8: Uncompetitive or unfair procurement process

Three written
quotations not
invited - approved
deviation not
reasonable,/
justified

Prospective supplier
list not administered
in accordance with
requirements

Three written
quotations not
invited - no deviation
approved

Deviations above
R1 million not
reported to AGSA

No declaration of
interest submitted
)

Procurement from
suppliers without
SARS Tax clearance

Competitive bids
not invited - no
deviation approved

No declaration of
interest submitted

Preference point
system not applied

Auditee

National Youth
Development Agency

11551

N

24 810

11551

8513

103 661

98

26 342

Other findings

31601

Onderstepoort
Biological Products Lid

891

1026

Passenger Rail Agency
of SA

8 000

22

29 400

2 641

Pension Funds

Adjudicator

1 080

Performing Arts Centre
of the Free State

88

171

82

Private Security
Industry Regulatory
Authority

1031

Property Management
Trading Entity

13053

34

219 023

59 263

43

1017703

Railway Safety
Regulator

40

Road Accident Fund

14755

Road Traffic
Infringement Agency

1143

Road Traffic
Management
Corporation

64

2299

N

17 000

Robben Island
Museum

1508

SA Civil Aviation
Authority

1930

SA Human Rights
Commission

66
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ANNEXURE 8: Uncompetitive or unfair procurement process

Three written
. e Prospective supplier quotations not
Preference point No declaration of .No detluruhop of Devmh.o 1S above list not administered | invited - approved
5 5 , interest submitted R1 million not N . s
system not applied | interest submitted (e.0. SBD4) renorted fo AGSA | accordance with deviation not
4 P requirements reasonable/
justified

Three written
quotations not
Auditee invited - no deviation
approved

Procurement from Competitive bids

suppliers without not invited - no Other findings

SARS Tax clearance | deviation approved

SA Institute for Drug 1 103
Free Sport

SA Maritime Safety 2
Authority

SA Medical Research
Council

13721

SA Nuclear Energy
C f 1 77
orporation (necsa)

Safety & Security Seta 1 125

Service Sector
Education and 24 2508 28 16 167 4| 13659 | 24 2508 | 24 2508 4| 13659 24 2508 4 13 659
Training Authority

Shellered Employment | 75| 3 705 149 | 19475
actories

South Africa Diamond
and Precious Metals 2 0 2 0 4 0
Regulator

South Africa Heritage 8 489| 18| 8054 15| 1242] 15| 1242 2 58 3 196
Resources Agency
South African

Local Government 23 7 869 207 | 24192
Association

ggib African National 1 85 3 5364 10| 47851 5 349 11 45814

Special Investigating
Unit

State Information
Technology Agency

State Theatre 4 880 1 86

15265 5 170

1166 13| 93419 3| 11713 21 160 702
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ANNEXURE 8: Uncompetitive or unfair procurement process

Three written
Three writfen Procurement from Competitive bids . q No declaration of Deviations above F"rospethve‘syppller . Quofations not
quotations not sunnliers without nof invited - no Preference point No declaration of interest submitted R1 million not list not administered | invited - approved Other findings
Auditee invited - no deviation s Algg Tax dlearance | deviation anproved | SYStEm not applied | interest submitted (e.0. SBDA) reported fo AGSA | accordance with deviation not 9
approved PP % P requirements reasonable/
justified
The Commission on
Gender Equality & A v 257
The Financial & Fiscal 1 204
Commission
The Independent
Communication 4 5057
Authority SA (ICASA)
Tourism & Hospitality
Sefa [THETA) 5 1073 14 2137
War Museum of
the Boer Republics: 7 573
180 Bloemfontein
\C/\/afer 'Rgsearch 10 0
ommission
Windybrow Theatre 2 377 1 57 1 34

1226 | 3989 868

Percentage of
auditees tested

Total number of
auditees with
findings

Total number of
auditees with
findings in the
focus area
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Departments

Department of Cooperative
Governance and Traditional
Affairs

238 889

Department of Defence

174

15213

140

Department of Justice and
Constitutional Development

94 377

Department of Labour

5737

Department of Police

27 016

11315

Department of Public Works

2355

Department of Trade and
Industry

75

Department of Water Affairs
and Forestry

309 827

31

3266

10 248

National Treasury

8 282

Statistics South Africa

9 565

Public entities

Compensation Fund

25 656

Film & Publication Board

87

Financial Intelligence Centre

80

Food & Beverages Seta
(FOODBEV)

600

4138

Independent Development
Trust

12 788

12 788

International Trade
Administration Commission

(ITAC)

97

National Heritage Council

1121
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ANNEXURE 9: Inadequate contract management

Payments made in
excess of approved
contract price (with Other findings
further approved
extensions)

Contracts amended
or extended without
approval by a
delegated official

Inadequate contract | Contracts extended or
performance renewed to circumvent
Auditee measures and competitive bidding
monitoring processes

No signed contract/
not signed by
delegated official

National Youth Development 3 8878
Agency

Ports Regulator of South 1 948
Africa

Property Management 89 18710 14| 1242926 2 24 754
Trading Entity

Robben Island Museum 16 27 616
SA Civil Aviation Authority 6 1785
SAMAF 1 107
11 808

w

Service Sector Education and
Training Authority

182 State Information Technology 18 44734
Agency

The Financial & Fiscal 1 578
Commission

% of auditees tested

Total number of
auditees with findings

Total number of
auditees with findings in
the focus area
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ANNEXURE 10: Inadequate SCM controls

Auditee

No SCM policy

Fraud prevention
plan - no
measures for
preventing and
detecting fraud in
procurement

Inadequate
controls
for vendor
acceptance and
maintenance

Inadequate
controls to ensure
the interest is
declared

Inadequate
segregation of
duties

Other controls

Departments

Department of Cooperative Government and Traditional

Affairs

Department of Correctional Services

Department of Defence

Department of Health

Department of Higher Education and Training

Department of Labour

Department of Public Works

Department of Social Development

Department of Sport and Recreation

Public entities

Agricultural Land Holding Account

Boxing SA

Compensation Fund

Competition Commission

Competition Tribunal

Council for Medical Schemes

Council for Scientific & Industrial Research

Ditsong: Museums of South Africa

Financial Intelligence Centre

International Trade Administration Commission (ITAC)
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ANNEXURE 10: Inadequate SCM controls

Fraud prevention Inadequate

measures for comtrols | o eeure | _ Inadequate
Auditee No SCM policy preventing and uc::; I\:‘r:::o;nd the interest is segrzg;:i:son of Other controls
deﬁt:::gr ::et:: in maintenance declared
National Consumer Tribunal 1
National Youth Development Agency 1
Performing Arts Centre of the Free State 1
Property Management Trading Entity 1 1

Road Traffic Infringement Agency 1

Safety & Security Seta 1

South Africa Heritage Resources Agency 1

South African National Biodiversity Institute 1

State Theatre 1

Technology Innovation Agency (TIA)

Water Trading Account 1 1 1

Percentage of auditees tested

Total number of auditees with findings in the focus
area
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