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1. Introduction
1.1
Reputation promise of the Auditor-General of South Africa

The Auditor-General has a constitutional mandate and, as the Supreme Audit Institution (SAI) of South Africa, it exists to strengthen our country’s democracy by enabling oversight, accountability and governance in the public sector through auditing, thereby building public confidence.

1.2
Purpose of document 

The purpose of this briefing document is for the Auditor-General of South Africa (AGSA) to provide an overview of the audit outcomes and other findings in respect of the Department Of Trade and Industry (the dti) and its entities for the 2012-13 financial year. 

1.3
Overview
The Department of Trade and Industry (also known as the dti) is the department with responsibility for commercial policy and industrial policy. The DTI and its subsidiary agencies are involved in promoting economic development, Black Economic Empowerment, implementing commercial law (including companies law and intellectual property law), promoting and regulating international trade, and consumer protection.

The political head of the department is the Minister of Trade and Industry, who is assisted by two Deputy Ministers. As of 2009, the minister is Dr Rob Davies and his deputies are T Tobias-Pokolo and E Thabethe. The head of the department is Mr Lionel October.

1.4 
Aim of the vote

The aim of the dti is to:
· Provide leadership to the South African economy through its understanding of the economy, its knowledge of economic opportunities and potential
· Act as a catalyst for the transformation and development of the economy and respond to the challenges and opportunities of the economic citizens, in order to support the government's economic goals of growth, employment and equity.

· Respond to the challenges and opportunities in the economy and society.

· Provide a predictable, competitive, equitable and socially responsible environment for investment, enterprise and trade.

      1.5

Vision 

A dynamic industrial, globally competitive South African economy, characterised by inclusive growth and development, decent employment and equity, built on the full potential of all citizens.

       1.6 
Mission

the dti aims to:

· Promote structural transformation, towards a dynamic industrial and globally competitive economy;

· Provide a predictable, competitive, equitable and socially responsible environment, conducive to investment, trade and enterprise development;

· Broaden participation in the economy to strengthen economic development; and

· Continually improve the skills and capabilities of the dti to effectively deliver on its mandate and respond to the needs of South Africa’s economic citizens.

       1.7
 Strategic goals
the dti identified five strategic outcomes-oriented goals, namely:

· Facilitate transformation of the economy to promote industrial development, investment, competitiveness and employment creation;

· Build mutually beneficial regional and global relations to advance South Africa’s trade, industrial policy and economic development objectives;

· Facilitate broad-based economic participation through targeted interventions to achieve more inclusive growth;

· Create a fair regulatory environment that enables investment, trade and enterprise development in an equitable and socially responsible manner; and

· Promote a professional, ethical, dynamic, competitive and customer-focused working environment that ensures effective and efficient service delivery.

   1.8
Organisational structure 
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1.5
Funding

The department is primarily funded through funds appropriated in terms of the annual Appropriation Act (and the Adjustments Appropriation Act), the final appropriation for 2012-13 amounted to R8 351 086 000 (2011-12: R 6 881 405 000)
2. 
Audit opinion history
Audit opinion history

	AUDIT OPINIONS
	08/09
	09/10
	10/11
	11/12
	12/13

	· Department Trade and Industry
	
	
	
	
	

	· Companies Tribunal
	n/a
	n/a
	n/a
	
	

	· Companies Intellectual Property Commision (CIPC) 
	 
	
	
	
	

	· National ConsumerTribunal
	
	
	
	
	

	· National Consumer Commision
	n/a
	n/a
	n/a
	
	

	· South African Burea of Standards
	
	
	
	
	

	· National Gambling Board
	
	
	
	
	

	· National Lotteries board
	
	
	
	
	

	· National Lotteries Distribution Trust fund
	
	
	
	
	

	· Small Enterprise Development Agency (SEDA)
	
	
	
	
	

	· National Regulator for Compulsory Specifications
	
	
	
	
	

	· National Credit Regulator (NCR)
	
	
	
	
	

	QUALIFICATION ISSUES
	08/09
	09/10
	10/11
	11/12
	12/13

	Companies Intellectual Property Commision (CIPC)
	
	
	
	
	

	· Revenue and Receivables
	(
	
	(
	(
	

	National Consumer Commison
	
	
	
	
	

	· Irregular expenditure
	
	
	
	
	(

	· Operating expenditure
	
	
	
	
	(

	National Regulator for Compulsory Specifications
	
	
	
	
	

	· Revenue
	
	
	
	(
	

	· Property plant and equipment
	
	
	
	(
	

	OTHER MATTERS
	08/09
	09/10
	10/11
	11/12
	12/13

	Predetermined objectives
	
	
	
	
	

	· Department Trade and Industry
	(
	(
	(
	
	

	· Companies Tribunal
	
	
	
	
	(

	· Companies Intellectual Property Commision (CIPC 
	(
	(
	(
	(
	(

	· National ConsumeTribunal
	
	(
	(
	(
	

	· National Consumer Commision
	
	
	
	(
	

	· National Gambling Board
	(
	(
	(
	(
	

	· National Lotteries board
	(
	(
	(
	
	

	· Small Enterprise Development Agency (SEDA)
	(
	
	
	
	

	· National Regulator for Compulsory Specifications
	(
	(
	
	(
	(

	Compliance with laws and regulations
	
	
	
	
	

	· Department Trade and Industry
	(
	(
	(
	(
	(

	· Companies Intellectual Property Commision (CIPC 
	(
	(
	(
	(
	(

	· National ConsumeTribunal
	
	
	(
	
	

	· National Consumer Commision
	
	
	
	(
	(

	· South African Burea of Standards
	
	
	
	
	

	· National Gambling Board
	
	
	(
	
	(

	· National Lotteries board
	(
	(
	(
	(
	(

	· National Lotteries Distribution Trust fund
	
	
	(
	(
	(

	· Small Enterprise Development Agency (SEDA)
	
	(
	
	
	(

	· National Credit Regulator (NCR)
	
	
	
	(
	(

	· National Regulator for Compulsory Specifications
	(
	
	(
	(
	(


	AUDIT OPINION LEGEND

	 
	CLEAN AUDIT OPINION: No findings on PDO and Compliance

	 
	UNQUALIFIED with findings on PDO and Compliance

	 
	QUALIFIED AUDIT OPINION (with/without findings)

	 
	DISCLAIMER/ADVERSE AUDIT OPINION

	 N/A
	New entity


3. Qualification paragraphs
National Consumer Commission

 Irregular expenditure

We were unable to obtain sufficient appropriate audit evidence for irregular expenditure as supporting information was stolen from the premises and due to inadequate filing of information.  We were unable to confirm the irregular expenditure by alternative means.  Consequently, we were unable to determine whether any material adjustments should be affected to the irregular expenditure relating to the current year, stated at R15 590 211 (2012: R8 533 591) in note 27 to the financial statements.
Operating expenditure

The entity incorrectly recorded operating expenditure costs relating to the prior year in the current year, resulting in the current year operating expenditure being overstated and prior year accruals - included in note 8 to the financial statements - being understated by an estimated amount of R826 072.

4. Key focus areas 
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Industry

Supply chain management



No improvement

Predetermined Objectives



No matters

HR management



No Matters

IT controls



Some improvement

Material Errors/Ommsions 

in AFS submitted for audit

No matters

Financial Health 



No Matters

Companies Tribunal

Supply chain management



No matters

Predetermined Objectives



New Entity

HR management



No matters



N/A- Running off DTI 

system

Material Errors/Ommsions 

in AFS submitted for audit

No matters

Financial Health 



No Matters

Companies Intellectual 

Property Commision 

(CIPC) 

Supply chain management



No improvement

Predetermined Objectives



No improvement

HR management



No Matters

IT controls



Some improvement

Material Errors/Ommsions 

in AFS submitted for audit

No matters

Financial Health 



No Matters

National 

ConsumerTribunal

Supply chain management



No matters

Predetermined Objectives



No matters

HR management



No Matters

IT controls



No Matters

Material Errors/Ommsions 

in AFS submitted for audit

No matters

Financial Health 



No Matters

National Consumer 

Commision (NCC)

Supply chain management



No improvement

Predetermined Objectives



No matters

HR management



No improvement

IT controls



No improvement

Material 

Errors/Ommissions in AFS 

submitted for audit

No improvement

Financial Health 



South African Bureau 

Standards (SABS)

Supply chain management



No matters

Predetermined Objectives



No matters

HR management



No Matters

IT controls



Some improvement

Material Errors/Ommsions 

in AFS submitted for audit

No matters

Financial Health 



National Gambling Board 

(NGB)

Supply chain management



No matters

Predetermined Objectives



No matters

HR management



No Matters

IT controls



No matters

Material Errors/Ommsions 

in AFS submitted for audit

No improvement

Financial Health 



No Matters

National Lotteries board

Supply chain management



No improvement

Predetermined Objectives



No matters

HR management



No improvement

IT controls



No improvement

Material Errors/Ommsions 

in AFS submitted for audit

No matters

Financial Health 



No Matters

National Lottery 

Distribution Trust fund

Supply chain management



No matters

Predetermined Objectives



No matters

HR management



No Matters

IT controls



No improvement

Material Errors/Ommsions 

in AFS submitted for audit

No Improvement

Financial Health 



No Matters

Small Enterprise 

Development Agency 

(SEDA)

Supply chain management



No matters

Predetermined Objectives



No matters

HR management



No Matters

IT controls



Some improvement

Material Errors/Ommsions 

in AFS submitted for audit

Regressed - this year 

material amendments were 

necessary.

Financial Health 



No Matters

National Regulator for 

Compulsory 

Specifications (NRCS)

Supply chain management



No improvement

Predetermined Objectives



No improvements

HR Management



Some improvement

IT Controls



No improvements

Material Errors/Ommsions 

in AFS submitted for audit

No matters

Financial Health 



No Matters

 National Credit 

Regulator (NCR)

Supply chain management



No matters

Predetermined Objectives



No matters

HR management



No Matters

IT controls



No matters

Material Errors/Ommsions 

in AFS submitted for audit

No improvement

Financial Health 



No Matters


4.1 Supply chain management 

	Entity
	Finding 
	Root cause
	Recommendation

	Department of Trade and Industry
	Certain goods and services with a transaction value below R500 000 were procured without obtaining the required price quotations, as required by Treasury Regulation (TR) 16A6.1.

	Ineffective communication of policies and procedures to enable and support understanding and execution of internal control objectives, processes, and responsibilities

Procurement advisors are allocated to each individual division rather than situated within the SCM division. This prevented the SCM directorate from exercising oversight over the procurement process resulting in the inconsistent application of the SCM legislations

In addition each unit does not fully understand the SCM requirements and the effect that the non compliance has on the department.

.
	Management should ensure that before transacting, three quotes have been obtained from different suppliers unless it can be proven that it is a sole provider and/or it was impossible or impractical to obtain 3 written quotations. 

Full Adherence to SCM must be emphasised and monitored.

There should be training rolled out to all divisions to ensure that they are fully aware of the SCM requirements

The department should start implementing disciplinary action to set the tone and to enforce compliance with the PFMA 38(1)(c)(ii)  and TR 9.1.1 It should also  ensure reasonable steps are taken to prevent irregular expenditure. 

Where management deviates from the procurement processes with valid reasons this should be recorded and approved by a delegated official. Management should also keep a register of all deviations to assist in tracking and monitoring deviations and irregular expenditure.

 

	Companies and Intellectual Property Commission
	Services with a transaction value of above R500 000 were procured without inviting competitive bids, as required by Treasury Regulations 16A6.1


	Management did not take effective and appropriate steps to prevent irregular expenditure by ensuring that procurement deviations were adequately reviewed for adherence to treasury regulations.

	Management should ensure that all procurement deviations comply with National Treasury Regulations and Practice Notes prior to approval.



	National Lotteries Board
	Goods and services with a transaction value below R500 000 were procured without obtaining the required price quotations, as required by Treasury Regulation 16A6.1.

The preference point system was not applied in all procurement of goods and services above R30 000 as required by section 2(a) of the Preferential Procurement Policy Framework Act and Treasury Regulation 16A6.3(b).


	The root cause of the findings is due to a lack of review and monitoring of compliance with applicable laws and regulations, by management.


	 Management should compile checklists which contain the requirements of supply chain management prescripts. The procurer should use the checklist to check if all requirements were met before finalising the procurement and thereafter sign as declaration that all requirements were met. 
Action should be taken against officials that incur irregular expenditure. 

	National Consumer Commission 
	Sufficient appropriate audit evidence could not be obtained that all quotations were awarded in accordance with the legislative requirements as documentation was stolen from the entity’s premises and due to inadequate filing systems.

Goods and services of a transaction value of above R500 000 were procured without inviting competitive bids, as required by Treasury Regulation 16A6.1

Goods and services with a transaction of value below R500 000 were procured without obtaining the required price quotations, as required by Treasury Regulation 16A6.1.


	Leadership did not exercise oversight responsibility regarding financial reporting and compliance and related internal controls.  Nor did leadership implement effective HR management to ensure that adequate and sufficiently skilled resources are in place and that performance is monitored.  

Management did not implement proper record keeping in a timely manner to ensure that complete, relevant and accurate procurement information is accessible and available to support the acquisition of goods and services.  Management did not adequately review and monitor compliance with SCM laws and regulations. 


	Leadership should ensure that all officials responsible for SCM clearly understand the legislation, policies and procedures relating to SCM. 

 Management should compile checklists which contain the requirements of supply chain management prescripts. The procurer should use the checklist to check if all requirements were met before finalising the procurement and thereafter sign as declaration that all requirements were met. 
All instances of non-compliance should be reported immediately to management or leadership and followed up.

Action should be taken against transgressors.

Management should ensure that they have and adequately implement a records management policy

	National Regulator for Compulsory Specifications
	Certain goods and services with a transaction value below R500 000 were procured without obtaining the required price quotations, as required by Treasury Regulation (TR) 16A6.1.

Certain quotation were awarded to bidders who did not submit a declaration of past supply chain practices such as fraud, abuse of SCM system and non-performance, which is prescribed in order to comply with TR 16A9.2

Certain quotations were awarded to bidders based on points given for criteria that differed from those stipulated in the original invitation for quotations, in contravention of Treasury Regulations 16A6.3(a) and the Preferential Procurement Regulations.

Certain quotations were awarded to suppliers whose tax matters had not been declared by the South African Revenue Services to be in order as required by Treasury Regulations 16A9.1(d) and the Preferential Procurement Regulations.

Certain quotations were awarded to bidders who did not submit a declaration on whether they are employed by the state or connected to any person employed by the state, which is prescribed in order to comply with TR 16A8.3.


	Management does not take action when there are violations of policies, procedures, or the code(s) of conduct.


	Management must ensure strict adherence to all applicable legislation 

Management must ensure that the quotation requests include all the required specifications.

Where the supplier with the lowest quote was not selected management must ensure that the reasons are clearly documented and approved.




4.2 Predetermined objectives

	Entity
	Finding 
	Root cause
	Recommendation

	Companies

Tribunal
	 A total of 67% of the reported indicators and targets are not consistent with the indicators and targets as per the approved annual performance plan.

	This is due to the lack of sufficient reviewing controls to avoid inconsistencies between planned indicators and targets and reported indicators and targets
	All performance objectives, indicators and targets on the Annual Performance Plan should agree to that of the Annual Performance Report including any amendments made to the Annual Performance Plan during the year. 



	
	The required performance could not be measured for a total of 33% of the targets. 

A total of 73% of the indicators were not verifiable in that valid processes and systems that produce the information on actual performance did not exist.
A total of 73% of the indicators were not well-defined in that a clear unambiguous definition was not provided in terms of technical indicators. 


	This was due to the fact that management was aware of the requirements of the FMPPI but chose not to apply the principles contained in the FMPPI.


	The budget should be allocated per each strategic goal and should be approved by the chairperson.



	
	The information presented with respect to Adjudicate and Resolve Disputes in a Credible and Just Manner, Operational Effectiveness of the Tribunal and Stakeholder Awareness Programme was not reliable when compared to the source information and/or evidence provided
	This was due to the lack of information systems for recording and documenting of actual achievements against targets.


	All performance indicators should be reported adequately in the Annual Performance Plan by the use of technical indicators. 

The technical indicators should be reviewed and approved by the chairperson.

	Companies Intellectual Property Commision
	A total of 23% of the reported targets are not consistent with the targets as per the approved annual performance plan. 

	This is due to the lack of sufficient reviewing controls to avoid inconsistencies between planned target and reported targets.
	Management should review the targets in accordance with National Treasury Framework for Managing Performance Information to ensure that all targets are measurable. 


	
	The required performance could not be measured for a total of 38% of the targets. 
	This was due to the fact that management was not aware of the requirements of the FMPPI.
	Reported targets should be reviewed against the planned target to ensure that CIPC is reporting on the planned target.

	
	A total of 38% of the indicators were not verifiable in that valid processes and systems that produce the information on actual performance did not exist. 
	This was due to the lack of information systems for recording and documenting of actual achievements against targets.

	Management should ensure that there are systems in place to verify all indicators before including them in the strategic plan and performance plan.



	
	I was unable to obtain the information and explanations I considered necessary to satisfy myself as to the reliability of information presented with respect to the Business regulation and reputation objective. 
	This was due to the fact that the institution could not provide sufficient appropriate evidence in support of the information presented with respect to the objective.

	Management should have supporting documentation for all targets reported in performance report.



	National Regulator for Compulsory Specifications
	I was unable to obtain the information and explanations I considered necessary to satisfy myself as to the reliability of information presented with respect to goal 1 and 3.

	This was due to absence of information systems and the fact that NRCS could not provide sufficient appropriate evidence in support of the information presented with respect to goal 1.   
	 Management should ensure that all supporting evidence is filed for inspection purposes to verify target achievements


	Targets not achieved

	Department of Trade and industry
	Of the total number of 56 targets planned for the year, 20 targets were not achieved during the year under review. This represents 36% of total planned targets that were not achieved during the year under review.


	This was mainly due to the fact that indicators and targets were not suitably developed during the strategic planning process.
	The entity should develop targets and indicators which are achievable. 

Progress should continuously be monitored and actions should be taken where indications of non-achievement are present.

	Companies and intellectual property commission
	Of the total number of 18 targets planned for the year, 11 were not completely achieved. This represents 61% of total planned targets that were not achieved during the year under review.


	This was mainly due to the fact that indicators and targets were not suitably developed during the strategic planning process.
	The entity should develop targets and indicators which are achievable. 

Progress should continuously be monitored and actions should be taken where indications of non-achievement are present.

	National Regulator for Compulsory Specifications (NRCS)
	Of the total number of 15 targets planned for the year, 5 targets were not achieved during the year under review. This represents 33% of total planned targets that were not achieved during the year under review
	This was mainly due to the fact that indicators and targets were not suitably developed during the strategic planning process.
	The entity should develop targets and indicators which are achievable. 

Progress should continuously be monitored and actions should be taken where indications of non-achievement are present.


	National Lotteries Board
	Of the total number of 12 planned targets for the year, eight were not achieved during the year under review. This represents 67% of total planned targets that were not achieved during the year under review.  
	This was mainly due to the fact that indicators and targets were not suitably developed during the strategic planning process.
	The entity should develop targets and indicators which are achievable. 

Progress should continuously be monitored and actions should be taken where indications of non-achievement are present.


	National Consumer Commision
	Of the total number of 16 targets planned for the year, 13 were not achieved during the year under review. This represents 81% of total planned targets that were not achieved during the year under review. 

	This was mainly due to the fact that indicators and targets were not suitably developed during the strategic planning process.
	The entity should develop targets and indicators which are achievable. 

Progress should continuously be monitored and actions should be taken where indications of non-achievement are present




4.3 Human resources management

	Entity
	Finding 
	Root cause
	Recommendation

	CIPC
	An employee was appointed on a short-term contract at a salary higher than the maximum salary scale without authorisation from the executive authority, in contravention of section 210(3) of the Companies Act.


	Management did not ensure that recruitment and salary deviations were approved by the delegated authority
	Management must ensure that all recruitment deviations are approved by the delegated authority.



	Entity
	Finding 
	Root cause
	Recommendation

	NCC
	The overall vacancy rate is 76% (prior year 77%).  Furthermore, the entity had an acting Commissioner since September 2012.  Eight of the key positions (level 13 upwards) were still vacant as at year end.
	The above results from management not timely prioritising the filling of key vacant positions to ensure that the objectives of the NCC can be effectively and adequately addressed/achieved.

The approved human resource plan was not based on the strategic plan of the entity as it was not adequately prepared to ensure alignment to the strategic plan.


	Management  should to identify key positions impacting on achieving the objectives of the entity and ensure that such positions are filled without further delay.

Management should ensure that the structure of the entity is aligned to the strategic objectives of the entity.



	
	Leadership did not implement a performance management system resulting in the performance agreements with staff not being signed for the first three quarters of the 2012-13 financial year.  Performance agreements were subsequently signed for the 4th quarter of 2012-13.
	The accounting authority and management did not prioritise the implementation of performance management within the entity to ensure that all employees’ performance is monitored.


	Management should ensure that performance agreements are signed with all staff members before the determined date.  
Management should review and discuss performance with all staff members on a regular basis (quarterly and annually).
Poor performance must be identified and corrective measures taken to address the poor performance. 



	
	Controls relating to leave taken by employees were not in place resulting in a lack of monitoring of leave taken and inadequate capturing thereof on the system.
	The above results from a lack of monitoring and review by management to ensure that all differences between actual leave taken and VIP is identified and resolve timeously.


	Management should ensure that a leave reconciliation is performed on a monthly basis reconciling the following:
· The rate as per the manual calculation and the rate as per VIP Payroll system 
· The number of leave days due to each employee as per the manual leave register to VIP Payroll system 

· All reconciling items need to be explained and followed up 

· Reconciling items need to be cleared within a month 

· The reconciliation must be reviewed by the HR manager



	
	The verification process for new appointments did not include qualification verifications and/or reference checks due to the documented policies not being adhered to during the recruitment process
	The above results from:

A lack of proper document/filing controls, processes and back-up systems at the entity.  Files are stored in the various official’s offices.
Management not complying with internal policies and procedures with regards to the appointment of employees.


	Management should ensure that:
Before a position is advertised, the recruitment authorisation form is approved by the commissioner.
Documented controls, processes and procedures are put in place to ensure complete and accurate filing of all necessary documentation.
A checklist is developed and included in each file to ensure that all applicable documentation is included.
All documents included in the file should be numbered so that missing pages can be easily identified.
The checklist provides a space for the page numbers to be entered thus referencing actual documents filed to checklist (index). 
Previous employment reference checks are performed for each employee before being appointed.




4.4 Information technology controls

	Entity
	Finding 
	Root cause
	Recommendation

	CIPC


	Information technology governance

 There is a lack of adequate IT human resource management. The lack of an adequate staff complement could result in segregation of duties not being maintained and in failure to achieve the overall organisational objectives. 

Project management processes are not consistently followed. This could lead to project schedules, budgets and milestones not being accurately defined and adhered to.


	Compliance with applicable laws and regulations was not monitored

Controls over IT systems to ensure the reliability of the systems and the availability, accuracy and protection of information was not implemented

The internal control deficiencies identified were categorised as compliance with applicable laws and regulations deficiency that could be ascribed to the following:

The CIPC’s organisational structure was not submitted in time for approval by Human Resource Management in accordance with the applicable DPSA legislation.

The current organisational structure was not designed to include project management. 


	The CTO is encouraged to design and implement an ICT organisational structure that is informed by the approved ICT governance framework to enable effective support to business. The ICT organisational structure should be adjusted regularly to reflect staffing requirements and sourcing strategies to meet the expected business objectives and changing circumstances. Inputs from ICT should timely be provided to the human resource division to ensure that the submission process proceeds without disruptions.



	
	Security management

Inadequate security settings on both Computron and ERMS.

Lack of design and implementation of user access management processes for the network system.

The potential impact of the findings identified is that security management practices might result in systems being insecurely configured and vulnerable to be compromised.


	Oversight responsibility relating to internal controls was not exercised.

The internal control deficiencies identified were categorised as a management oversight deficiency that could be ascribed to the fact that the CIO had not followed through on the commitments previously made.


	The CTO, supported by the Director: Infrastructure Management, should ensure that the suitable minimum requirements in information security best practices are included in the security policy for the CIPC’s IT environment. The implementation of, and compliance with the policy should regularly be reviewed and monitored.



	
	User access management

Lack of user access management procedures to guide the process of administering user accounts on the Electronic Registration Management System (ERMS) and Computron

System administrators’ activities with regard to user account management were not reviewed.

Reviews of users’ access on ERMS were not performed.

Inadequate user access management processes on PERSAL.

The potential impact of the findings identified is that inadequate design of the user access controls might result in unauthorised and excessive access to the system and this may go undetected if the access reviews are not performed to ensure that users have appropriate access to the systems.


	Oversight responsibility relating to internal controls was not exercised.

The internal control deficiencies identified were categorised as a management oversight deficiency that could be ascribed to:

The Director: Application Systems and System Administrator had not developed action plans or assigned the responsibility for implementing the prior-year recommendations.
 This resulted in repeat findings with regard to the lack of formally designed and implemented user account management controls. 


	The CTO and the Director: Application Systems should ensure that action plans are developed and implemented to address the weaknesses identified with regard to user access management on the ERMS and Computron systems

The Director: Human Resources and the PERSAL controller should ensure that the weaknesses identified above are taken into consideration during migration to the new VIP application 



	
	Program change management

Key audit findings identified:

Program change management process for Electronic Registration Management System and Computron inadequately designed and implemented. A lack of formal change management controls could result in unauthorised changes being implemented in the production environment, which would have a negative effect on the system.

Upgrade management process for ACCPAC System inadequately designed. A lack of documented and approved procedures could result in unauthorised changes being implemented in the production environment, which would have a negative effect on the system.


	Leadership

Oversight responsibility relating to internal controls was not exercised.

The internal control deficiencies identified were categorised as a management oversight deficiency and could be ascribed to the following:

The system administrator indicated that they followed the documented supply chain management acquisition procedures and did not regard it as necessary to document the guideline for the management of upgrades and any other system software maintenance.


	The CFO, supported by the system administrator, should ensure that the policies and procedures that serve as guidelines for the management of changes, upgrades and any other system software maintenance on all application systems are documented approved and implemented accordingly. This should also be in line with the entities’s documented supply chain management acquisition procedures.



	Entity
	Finding 
	Root cause
	Recommendation

	National Consumer Commission


	The IT Governance framework has not been approved.


	The above is as a result of management not ensuring that all policies used by the entity have been approved and properly implemented 


	Management should ensure that:

The IT governance framework has been approved by the duly delegated official.

IT governance remains the responsibility of management and includes the leadership, organisational structures and processes that ensure that the organisation’s IT department sustains and extends the organisation’s strategies and objectives.

	
	Security management – lack of antivirus software
	Per discussions with management it was noted that the antivirus software had not been obtained and installed due to budget constraints.


	Management should prioritise the need to procure antivirus software and ensure that such software is installed to protect the NCC's IT system from attacks. 

The accounting authority should ensure that sufficient skilled staff is employed to address such IT related matters.



	
	No approved IT service continuity plan
	The above is as a result of management not ensuring that all policies used by the entity have been approved and properly implemented


	Management should ensure that the IT continuity plan is approved by the duly delegated official and that such plan is kept off site.




4.5 Material errors/ommissions in submitted AFS

	Entity
	Finding 
	Root cause
	Recommendation

	
	
	
	

	National Credit Regulator
	The financial statements submitted for auditing were not prepared in accordance with the prescribed financial reporting framework as required by section 55(1) (b) of the PFMA. Material misstatements of revenue from non-exchange transactions, receivables from non-exchange transactions, and disclosure of commitments identified by the auditors in the submitted financial statement were subsequently corrected, resulting in the financial statements receiving an unqualified audit opinion.

	The entity has not established the daily and monthly controls to ensure complete and accurate financial statements.


	Management should ensure that AFS are prepared regularly.  It is critical that a full and proper set of financial statements (including all disclosure notes) are prepared on a monthly basis.

These AFS should be reviewed by the governance structures i.e management, internal audit and audit committee.



	SEDA
	The financial statements submitted for auditing were not prepared in all material respects in accordance with the requirements of section 55(1)(b) of the PFMA. The auditors identified material misstatements in the submitted financial statements in respect of assets, liabilities, depreciation and accumulated surplus, which management subsequently corrected resulting in the financial statements receiving an unqualified audit opinion.

	The entity has not established the daily and monthly controls to ensure complete and accurate financial statements
	Management should ensure that Financial statements are prepared regularly.  It is critical that a full and proper set of financial statements (including all disclosure notes) are prepared on a monthly basis.

These financial statements should be reviewed by the governance structures i.e management, internal audit and audit committee.



	National Lottery Distribution Trust Fund.
	The financial statements submitted for auditing were not fully prepared in all material respects in accordance with the requirements of section 55(1)(b) of the PFMA. Material misstatements of liabilities identified by the auditors in the submitted financial statements were subsequently corrected, resulting in the financial statements receiving an unqualified audit opinion.


	Management did not adequately implement controls over the monthly reconciliations of the grant management system.

	Grant allocations should be reviewed with reference to supporting documentation such as the latest distribution agency adjudication form. During the review, it should be noted whether the grant is currently conditional or unconditional and whether it is correctly classified on the hard- or soft commitments allocation listing.



	National Gambling Board
	The financial statements submitted for auditing were not prepared in accordance with the prescribed financial reporting framework as required by section 55(1) (b) of the PFMA. Material misstatements of revenue and disclosure items identified by the auditors in the submitted financial statement were subsequently corrected, resulting in the financial statements receiving an unqualified audit opinion.

	Management did not establish sufficient controls to ensure complete and accurate financial statements.
	Management should ensure that annual financial statements are prepared regularly.  It is critical that a full and proper set of financial statements (including all disclosure notes) are prepared on a monthly basis.

These should be reviewed by the governance structures i.e management, internal audit and audit committee.



	National Regulator for Compulsory Specifications
	The financial statements submitted for auditing were not fully prepared in all material respects in accordance with the requirements of section 55 (1)(b)  of the PFMA.  Material misstatements of non-current assets, current assets, liabilities, revenue, commitments and irregular expenditure identified by the auditors in the submitted financial statement were subsequently corrected, resulting in the financial statements receiving an unqualified audit opinion.


	Management did not establish sufficient controls to ensure complete and accurate financial statements
	Management should ensure that annual financial statements are prepared regularly.  It is critical that a full and proper set of financial statements (including all disclosure notes) are prepared on a monthly basis.

These annual financial statements should be reviewed by the governance structures i.e management, internal audit and audit committee.




4.6 Financial health status

National consumer commison 

The entity overspent the operating expenditure budget by 8.3 % and under spent on the approved capital budget by 72.3%.  The majority of the debtors were provided for in the current year. 

South African Bureau Standards (SABS)

The SABS underspent on 85% of their approved capital budget.
5. Drivers of internal controls 

[image: image3.emf]Effective leadership 

culture

Oversight 

responsibility

HR management

Policies and 

procedures

Action plans

IT governance

Proper record 

keeping

Processing and 

reconciling controls

Reporting

Compliance

IT systems controls

Risk management Internal audit

Audit committee

 Department Trade and Industry

Companies Tribunal

Companies Intellectual Property 

Commission (CIPC) 

National ConsumerTribunal

National Consumer Commission 

(NCC)

South African Bureau Standards 

(SABS)

National Gambling Board (NGB)

National Lotteries board

National Lottery Distribution Trust 

fund

Small Enterprise Development 

Agency (SEDA)

National Regulator for 

Compulsory Specifications 

(NRCS)

 National Credit Regulator (NCR)

Drivers of internal control

Entity Leadership Financial & performance management Governance


6. Commitments 

7. SCOPA resolutions

No previous SCOPA resolutions regarding the department or the public entities in the protfolio were taken.
8. Other matters of interest

 (a)
Unauthorised expenditure: 

	Auditee
	Fruitless and Wasteful expenditure

	
	Movement
	Amount
R
2013
	Amount
R
2012

	1
	Department of Trade and Industry 
	 SHAPE  \* MERGEFORMAT 



	R0,00m
	R0,00m


(b)
Fruitless and wasteful expenditure: 

	Auditee
	Fruitless and Wasteful expenditure

	
	Movement
	Amount
R
2013
	Amount
R
2012

	1
	Department of Trade and Industry
	 SHAPE  \* MERGEFORMAT 



	R0,01m
	R0,16m

	2
	Companies Tribunal 
	 SHAPE  \* MERGEFORMAT 



	R0,00m
	R0,00m

	3
	Companies and Intellectual Property Commission
	 SHAPE  \* MERGEFORMAT 



	R0,00m
	R0,00m

	4
	National Consumer Tribunal 
	 SHAPE  \* MERGEFORMAT 



	R0,00m
	R0,20m

	5
	National Consumer Commission
	 SHAPE  \* MERGEFORMAT 



	R3,58m
	R0,00m

	6
	South African Bureau of Standards (SABS)
	 SHAPE  \* MERGEFORMAT 



	R1,23m
	R0,89m

	7
	National Gambling Board 
	 SHAPE  \* MERGEFORMAT 



	R0,00m
	R0,00m

	8
	National Lotteries Board 
	 SHAPE  \* MERGEFORMAT 



	R0,00m
	R0,00m

	9
	National Lottery Distribution Trust Fund 
	 SHAPE  \* MERGEFORMAT 



	R0,00m
	R0,00m

	10
	Small Enterprise Development Agency  (SEDA)
	 SHAPE  \* MERGEFORMAT 



	R0,00m
	R0,00m

	11
	National Regulator for Compulsory Specifications
	 SHAPE  \* MERGEFORMAT 



	R0,01m
	R0,46m

	12
	National Credit Regulator 
	 SHAPE  \* MERGEFORMAT 



	R0,07m
	R0,00m


(c)
Irregular expenditure: 

	Auditee
	Irregular expenditure

	
	Movement
	Amount
R
2013
	Amount
R
2012

	1
	Department of Trade and Industry
	 SHAPE  \* MERGEFORMAT 



	R33,00m
	R59,51m

	2
	Companies Tribunal 
	 SHAPE  \* MERGEFORMAT 



	R0,00m
	R0,00m

	3
	Companies and Intellectual Property Commission
	 SHAPE  \* MERGEFORMAT 



	R2,66m
	R1,72m

	4
	National Consumer Tribunal 
	 SHAPE  \* MERGEFORMAT 



	R0,00m
	R0,00m

	5
	National Consumer Commission
	 SHAPE  \* MERGEFORMAT 



	R15,59m
	R8,53m

	6
	South African Bureau of Standards (SABS)
	 SHAPE  \* MERGEFORMAT 



	R0,00m
	R0,00m

	7
	National Gambling Board 
	 SHAPE  \* MERGEFORMAT 



	R0,30m
	R0,00m

	8
	National Lotteries Board 
	 SHAPE  \* MERGEFORMAT 



	R19,29m
	R16,55m

	9
	National Lottery Distribution Trust Fund 
	 SHAPE  \* MERGEFORMAT 



	R0,00m
	R18,30m

	10
	Small Enterprise Development Agency  (SEDA)
	 SHAPE  \* MERGEFORMAT 



	R0,00m
	R0,00m

	11
	National Regulator for Compulsory Specifications
	 SHAPE  \* MERGEFORMAT 



	R33,18m
	R22,89m

	12
	National Credit Regulator 
	 SHAPE  \* MERGEFORMAT 



	R0,00m
	R0,00m


9. Investigations



National Consumer Commission 
· An investigation was conducted by an independent consulting firm to probe certain procurement irregularities as well as irregularities with regard to the appointment of certain officials at the NCC.  The investigation was concluded during May 2013 and the report issued made certain recommendations for follow up.

· An investigation was conducted by the Public Protector South Africa to investigate allegations of irregular procurement, irregular recruitment.  The investigation was concluded during the financial year and recommendations were made to the commission to improve on its financial controls and supply chain management processes.

National Regulator for Compulsory Specifications

·  An ongoing investigation conducted by the Public Protector to establish if there is merit to the various allegations of financial misconduct and mall administration.

September 2013
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