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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 Performance Monitoring and Evaluation (DPME) and the National Youth Development Agency (NYDA) for the 2012/13 financial year. 
1.3
Overview 
DPME

The mandate of the department is derived from Section 85(2) (c) of the Constitution of the Republic of South Africa which states that the President exercises executive authority, together with the other members of the Cabinet, by coordinating the functions of state departments and administrations. This mandate has been further elaborated by the President in his 2010 and 2011 State of the Nation Addresses as well as various Cabinet decisions; and by the Minister for Performance Monitoring and Evaluation through the “Policy Framework on Performance Monitoring and Evaluation-Our Approach” document. 

Vision
To strive for continuous improvement in service delivery through performance monitoring and evaluation.

Mission
Their mission is to work with partners to improve government performance in achieving desired outcomes and to improve service delivery through changing the way government works. The department will do this through priority setting; robust monitoring and evaluation related to the achievement of priority outcomes; monitoring of the quality of management practices; and monitoring of frontline service delivery.

Strategic goals

· An efficient and effective department that complies with legislation, policies and good corporate government principles

· To advance the strategic agenda of government through the development and implementation of delivery agreements for the outcomes, monitoring and reporting on progress and evaluating impact

· To promote monitoring and evaluation practice through a coordinated policy platform, quality capacity building and credible data systems

· To monitor the quality of management practices in departments and the quality of front line service delivery.

NYDA

The NYDA was established in 2009 following a merger between Umsobomvu Youth Fund and the National Youth Commission.  The NYDA was formally launched on 16 June 2009, as pronounced by His Excellency President Jacob Zuma in his 2009 State of the Nation Address. The launch formed part of the National Youth Month events championed by The Presidency.  The Agency derives its mandate from the legislative frameworks, including the NYDA Act (54 of 2008), the National Youth Policy (2009 -2014) and the draft Integrated Youth Development Strategy. The Agency assumed and improved, the operational platform that was developed by both UYF and NYC; and as such, this rendered the Agency operational, immediately. In addition, the staff of its predecessors was also taken over by the Agency.

Vision
A world – class developmental agency that empowers all South Africa’s youth socially and economically for a better life.

Mission

To promote faster economic participation, job creation, sustainable livelihoods and social cohesion through designing, implementing, initiating, facilitating, integrating, coordinating, mainstreaming and monitoring youth development interventions in partnership with all spheres of government, the private sector and civil society.

Strategic goals

· Improved and sustainable livelihood opportunities for young people in South Africa. 

· Enhanced enabling environment that promotes youth development in all sectors of South African Society.

· Enhanced sustainable social capital for young people between the age of 14 and 35 in South Africa.

· Maintaining an accountable, prudent and efficient centre for youth development.
1.4 Organisational structure DPME
1.5
Funding
DPME

The department is primarily funded through funds appropriated in terms of the annual Appropriation Act (and the Adjustments Appropriation Act), the final appropriation for the 2012/13 amounted to R174 159 000 (2011/12: R96 202 000).
NYDA
The NYDA is primarily funded through funds appropriated in terms of the annual Appropriation Act (and the Adjustments Appropriation Act), the final appropriation for the 2012/13 amounted to R376 010 000 (2011/12: R384 564 000).

2. 
Audit opinion history

	DESCRIPTION
	10-11
	11-12
	12-13

	Audit opinions
	
	
	

	Department of Performance Monitoring and Evaluation 
	N/A*
	
	

	National Youth Development Agency
	
	
	

	Other findings
	
	
	

	· Predetermined objectives
	
	
	

	Department of Performance Monitoring and Evaluation 
	N/A*
	(
	(

	National Youth Development Agency
	
	
	

	· Compliance with laws and regulations
	
	
	

	Department of Performance Monitoring and Evaluation 
	N/A*
	(
	

	National Youth Development Agency
	(
	(
	(


* Department only effective as from 1 April 2011

	AUDIT OPINION

	 
	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


2.1 Significant emphasis of matters
NYDA

Material impairments to the amount of R31 571 000 (2012: R18 957 000) were incurred in the current year as a result of the impairment of loans advanced by the NYDA. At 31 March 2013 of the total gross loans receivable of R212 220 000, R192 894 000 had been impaired as the recoverability of these loans are doubtful.
3. Key focus areas  
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3.1 Predetermined objectives

	Entity
	Finding 
	Root cause
	Recommendation

	DPME
	Material adjustments in the annual performance report were identified during the audit and all adjustments were corrected by management
	Lack of a proper record management system and verification of supporting documents.
	Information supporting the quarterly reports should be centrally filed and reviewed by the programme manager for completeness, accuracy and validity.

Internal audit should audit the quaterly performance report against supporting documents to confirm the completeness, accuracy and validity. 

	NYDA
	No material findings
	N/a
	N/a


3.2 Supply chain management 

	Entity
	Finding 
	Root cause
	Recommendation

	DPME
	No findings
	N/a
	N/a

	NYDA
	Goods and services of a transaction value above R500 000 were procured without inviting competitive bids, as required by Treasury Regulations 16A6.1 read with National Treasury Practice Note 8 of 2007-08. Deviations were approved by the accounting authority even though it was not impractical to invite competitive bids, in contravention of Treasury regulation 16A6.4.

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

Contracts 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 Treasury regulation 16A9.2

The accounting authority did not take effective steps to prevent irregular expenditure and fruitless and wasteful expenditure, as required by section 51(1)(b)(ii) of the PFMA.

Effective and appropriate disciplinary steps were not taken against officials who incurred and/or permitted irregular expenditure and fruitless and wasteful expenditure, as required by section 51(1)(e)(iii) of the PFMA.


	There are inadequate oversight by the NYDA board to ensure that personnel comply with PFMA and Treasury Regulations.

Lack of accountability of management responsible for SCM.

Lack of understanding of laws and regulations resulting in incorrect interpretation.

Inadequate procurement planning and contract management, resulting in unjustified deviations from SCM laws and regulations.

	Enhancing of oversight and monitoring functions in respect of SCM, zero tolerance towards non-compliance.

Updating of SCM policy and procedures in line with latest laws/regulations, training to all applicable staff members to enhance understanding of principles.

Adequate planning and contract management should be enforced by management to ensure compliance in the SCM unit.

An irregular expenditure report must be compiled monthly by the unit heads.  The unit heads must declare irregular expenditure incurred. 

Internal audit must validate these reports and the CFO must report monthly to the Accounting Officer/ Authority and the Audit Committee. 

 The Audit Committee and the Accounting Authority must then report quarterly to the Executive Authority. 

Action to be taken against officials that transgress the SCM requirements.




3.3 Human resources management

	Entity
	Finding 
	Root cause
	Recommendation

	DPME
	No material finding
	N/a
	N/a

	NYDA
	No material finding
	N/a
	N/a


3.4 Information technology controls

	Entity
	Finding 
	Root cause
	Recommendation

	DPME
	Information & Technology (IT) management had not formally approved and documented the:

· user access controls (policies, procedures, guidelines) to mitigate the risk of unauthorised access to the to the information systems. 

· change management policy to mitigate the risk of unauthorised changes being implemented on the production environment of the PoA systems.  

· Recovery Plan to mitigate the risk of The Presidency not being able to fully recover should a disaster occur at its current location.
	The department shared the Presidency’s IT environment while they were setting up their own IT environment.


	Finalise the establishment of own IT environment.

IT Policies and procedures should be developed, approved and implemented.

	NYDA
	· IT management had not formally designed IT governance framework.
· IT management had not designed formally user access controls to mitigate the risk of unauthorised access to the network and information systems. 

· IT management had not formally approved the change management controls policy to mitigate the risk of unauthorised changes being implemented on the production systems.

· IT management had not formally designed, approved and documented IT service continuity controls such as the backup policies and procedures
	· Failure by management to address prior findings in the action plan.
	Management should:

· ensure that prior year matters are implemented as contained in its action plan.

· develop and implement a IT governance frame work, as well as user access control, change management controls and service continuity controls




3.5 Material errors/omissions in submitted AFS

	Entity
	Finding 
	Root cause
	Recommendation

	DPME
	No material adjustments made to financial statements
	N/a
	N/a

	NYDA
	The financial statements submitted for auditing were not fully prepared in all material respects in accordance with the prescribed financial reporting framework as required by section 40(1)(b) of the PFMA.  

Material misstatements of non-current assets, current assets, liabilities, revenue, expenditure 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.


	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. accounting authority, internal audit and audit committee.

The AFS prepared should be adequately supported by substantiating evidence to corroborate validity, accuracy and completeness thereof.




3.6 Financial health status

	Entity
	Finding 
	Root cause
	Recommendation

	DPME
	No financial health findings
	N/a
	N/a

	NYDA
	The accounting authority did not take effective and appropriate steps to collect all money due, as required by section 51(1)(b)(i) of the Public Finance Management Act and Treasury Regulations 31.1.2(a) and 31.1.2(e).


	The processes and controls implemented to ensure recovery of loans provided are not effectively monitored.
	A loan/debt management report must be compiled monthly by the CFO regarding the measures implemented to recover all outstanding loan instalments.  

The CFO must report monthly to the Accounting Authority and the Audit Committee.  The Audit Committee and the Accounting Authority must then report quarterly to the Executive Authority.

Internal audit must validate these reports.


3.7 Other non compliances

	Entity
	Finding
	Root Cause
	Recommendation

	NYDA
	Compliance with the National Credit Act 

The NYDA, registered in terms of the National Credit Act, 2005, (Act no.34 of 2005) (NCA),  as a credit provider, did not submit its annual report to the National Credit Regulator (NCR) by the deadline stipulated by the NCR, thus not complying with the requirements of section 52(5)(f) of the NCA.
	Management has not implemented sufficient monitoring controls to ensure compliance with the NCA and other requirements from the NCR.


	A report on the compliance with the NCA must be compiled monthly by the CFO.  

The CFO must report monthly to the Accounting Officer and the Audit Committee.  The Audit Committee and the Accounting Officer must then report quarterly to the Executive Authority.

Internal audit must validate these reports.


4. Drivers of internal controls 

	Drivers of internal control

	Entity
	Leadership
	Financial & performance management
	Governance

	
	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

	DPME
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	NYDA
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


	Legend Drivers
	Good
	Causing Concern
	Intervention required 


5. Other matters of interest
(a)
Unauthorised expenditure: 

No unauthorised expenditure incurred by DPME and NYDA. 

(b)
Fruitless and wasteful expenditure: 

[image: image2.emf]Amount Amount

R R

2013 2012

1 DPME  R68 000   R6 000 

2 NYDA  R538   R1 4m 

Auditee

Fruitless and Wasteful expenditure

Movement


(c)
Irregular expenditure: 
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1 DPME  R455 000  R1,451m

2 NYDA R62,1 m R133,2m
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6. Other reports

Agreed-upon procedures engagements

The AGSA issued factual findings report on 12 October 2012, following an agreed-upon procedures engagement. We were engaged by the NYDA to conduct procedures relating to their compliance with regulation 68 of the regulations to the National Credit Act, 2006 (“the regulations”). Our report covered the period 1 April 2011 to 31 March 2012 and was issued to the NYDA and the National Credit Regulator. 

Investigations

Investigations were conducted into the awarding of loans in the previous Umsobomvu Youth Fund loan book. The investigation focused on potential fraud with regards to the employment of funds by the loan recipient. The investigation has been concluded internally and has been handed over to the relevant law enforcement agencies.

An investigation by the Public Protector to probe whether the hosting of the World festival of Youth and Students held in December 2010 was within the NYDA’s mandate, if the allocated funds were not misappropriated and whether the relevant supply chain management prescripts was followed, continued during this financial year. The initial scope of this investigation has been extended during this financial year to include queries regarding salary structures and travel and subsistence allowances as well as the execution of the legislative mandate by the NYDA, including objectives, duties and functions.

A review was conducted with regards to the awarding of contracts related to significant projects of the entity. The review aims to establish whether the awarding of the contracts were within the relevant supply chain management prescripts and whether there may have been irregularities in respect of such awards. 

7. Combined Assurance on Risk Management in the Public Sector
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8. Commitments
The committee committed to the following in the prior year:

· Require DPME and NYDA to compile monthly financial statements;
· Request entities to have action plans to address external and internal audit findings on which feedback must be presented quarterly (progress reporting);
· Obtain representations from the Accounting Officer on the status of compliance with SCM prescripts and action taken against transgressors.

· Review quarterly reports on performance information; and
· Review implementation and assessment of key controls.
It is imperative that the committee re-inforce these commitments to ensure progression towards clean adiministration by the entities in the portfolio.

8 October 2013
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