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1. Introduction

This document contains a brief summary of the audit outcomes for the Home Affairs portfolio.
1.1
Reputation promise of the Auditor-General of South Africa

The Auditor-General of South Africa 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 Home Affairs portfolio for the 2012-13 financial year. 

1.3
Overview 

The department is responsible for:

· Maintenance of the National Population Register (the civil registry), including the recording of births, marriages/civil partnerships and deaths.

· Issuing identity documents and passports.

· Issuing visas for visitors to South Africa (although visa applications pass through embassies or consulates which are part of the Department of International Relations and Cooperation).

· Managing immigration to South Africa and naturalization of permanent immigrants.

· Handling refugees and asylum seekers in South Africa.

· Controlling ports of entry at land borders, seaports and airports.

Vision 

A safe, secure South Africa where all of its people are proud of, and value, their identity and citizenship.
Mission Statement 

The efficient determination and safeguarding of the identity and status of citizens and the regulation of immigration to ensure security, promote development and fulfil our international obligations.
1.4
Organisational structure 


1.5
Funding
The budget for the 2012-2013 financial year was R5.244 billion (R5.851 billion 2011-2012 (including a once off of R368 million)) inclusive of funding for the IEC, the FPB and the GPW. The decrease in funding was as a result of the general budget cuts by National Treasury as well as R100 million that is attributable to delays in the IT Modernisation program. 
Departmental revenue is received from services rendered for civic services and immigration services per an approved tariff policy.  

These services include:

· The issuing of birth registration certificates, identification books and passports to South African citizens. 
· The issuing of visa’s, permits and permanent residence certificates to non-South African residents.
2. 
Audit opinion history

	DESCRIPTION
	08-09
	09-10
	10-11
	11-12
	12-13

	Audit opinions
	
	
	
	
	

	Department of Home Affairs (DHA)
	
	
	
	
	

	 Government Printing Works
	
	
	
	
	

	Independent Electoral Commission
	
	
	
	
	

	Film and Publication Board
	
	
	
	
	

	Areas of qualification
	
	
	
	
	

	· DHA
	
	
	
	
	

	· Receivables for departmental revenue
	X
	
	
	
	X

	· Revenue
	X
	
	
	
	X

	· Payables
	X
	
	
	
	X

	· Departmental revenue and NRF receipts to be surrendered to the Revenue Fund
	
	
	
	
	X

	· Contingent asset
	
	
	
	X
	X

	· Contingent liabilities
	
	
	
	
	X

	· Accruals
	
	
	
	
	X

	· Employee benefits
	
	
	
	
	X

	· Capital assets
	X
	X
	
	
	X

	Other findings
	
	
	
	
	

	· PDO
	
	
	
	
	

	Department of Home Affairs
	
	
	X
	X
	X

	Government Printing works
	
	X
	X
	
	

	Independent Electoral Commission
	X
	X
	X
	
	

	Film and Publication Board
	X
	X
	X
	
	X

	· Compliance
	
	
	
	
	

	Department of Home Affairs
	X
	X
	X
	X
	X

	Government Printing works
	
	X
	X
	X
	X

	Independent Electoral Commission
	
	X
	X
	X
	

	Film and Publication Board
	X
	X
	X
	X
	X

	


AUDIT OPINION INDEX
	 
	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

	
	AUDIT NOT FINALISED 


2.1 Qualification paragraph 
Department of Home Affairs (DHA)
Receivables for departmental revenue

I was unable to obtain sufficient appropriate audit evidence for the sales of goods and services (foreign revenue) and fines, penalties and forfeitures, due to the status of the financial records and schedules prepared by the department to support the disclosed amounts. I was unable to confirm the amounts by alternative means. Consequently I was unable to determine whether any adjustment relating to the following account balances in the financial statements was necessary:

· Receivables for departmental revenue stated at R684 million (2011-12: R472 million)

· Revenue stated at R712 million  (2012: R720 million)

· Payables stated at R507.6 million (2012: R471 million

· Contingent assets stated at R16.1 million (2012: R(173. 6million))

· Departmental revenue and NRF receipts to be surrendered to the revenue fund stated at R750.4 million (2012: R72 million)

Accruals 

I was unable to obtain sufficient appropriate audit evidence for the amounts disclosed as accruals in note 21 to the financial statements as the department did not have adequate systems in place to account for foreign expenditure, and I could not confirm the amounts by alternative means. Consequently I was unable to determine whether any further adjustments to accruals stated at R485 million and contingent liabilities stated at R1 434 million in the financial statements disclosure notes were necessary. 

Employee benefits

I was unable to obtain sufficient appropriate audit evidence that management has properly accounted for all leave taken for the current and prior year due to the status of the leave records. I was unable to confirm the leave balances by alternative means. Consequently, I was unable to determine whether any adjustment to the vacation leave entitlement balance stated at R82.1 million (2012: R70.7 million) in the financial statements disclosure notes was necessary.

Movable tangible capital assets

The department did not have sufficient systems in place to maintain proper records of tangible capital assets. I was unable to obtain sufficient appropriate audit evidence that the amounts disclosed in note 43 to the financial statements were recorded at the correct values. Consequently, I was unable to determine whether any adjustments to major assets stated at R1 042 million (2012: R968 million) and minor assets stated at R179,6 million (2012: R166,3 million) in the financial statement disclosure note was necessary. 

2.2 Significant emphasis of matters

Financial reporting framework 

As disclosed in accounting policy note 2.2.2 to the financial statements, the department has obtained a deviation from National Treasury in respect of the recognition of foreign revenue.

Significant uncertainties 

With reference to note 19 to the financial statements, the department is the defendant in various claims against the department.  The department is opposing these claims.  The ultimate outcome of the matter cannot presently be determined and no provision for any liability that may result has been made in the financial statements.

Restatement of corresponding figures 

As disclosed in notes 2, 14, 16, 19.2 and 24 to the financial statements, the corresponding figures for 31 March 2012 have been restated as a result of errors discovered during the year ended 31 March 2013 in the financial statements of the Department of Home Affairs at, and for the year ended, 31 March 2012.

Material losses/impairments 

As disclosed in note 30 to the financial statements material losses to the amount of          R26 million were incurred as a result of the writing-off of 7 099 assets that were lost during the financial year.

Material over-spending of the vote 

As disclosed in paragraph 1.4 of the accounting officer’s report, during the current year of assessment the department overspent the vote by R301 million thus incurring unauthorised expenditure.

Payables  

Payables which exceed the payment term of 30 days as required in Treasury Regulation 8.2.3 amount to R41 million. This amount would have constituted unauthorised expenditure had the amounts due been paid in a timely manner.

2.3 Significant additional matters

Unaudited supplementary information 

The supplementary information set out on pages 128 to 165 does not form part of the annual financial statements and is presented as additional information. I have not audited these schedules and accordingly I do not express an opinion thereon.

Financial reporting framework 

The financial reporting framework prescribed by the National Treasury and applied by the department is a compliance framework. The wording of my opinion on a compliance framework should reflect that the financial statements have been prepared in accordance with this framework and not that they “present fairly”. Section 20(2)(a) of the PAA, requires me to express an opinion on the fair presentation of the financial statements. The wording of my opinion therefore reflects this requirement.

3. Key focus areas  

3.1 Predetermined objectives

	Entity
	Finding 
	Root cause
	Recommendation

	Department of Home Affairs
	Reliability of selected programmes in the annual performance report 

The National Treasury Framework for managing programme performance information (FMPPI) requires that institutions should have appropriate systems to collect, collate, verify and store performance information to ensure valid, accurate and complete reporting of actual achievements against planned objectives, indicators and targets. 
Programme 1 - Administration
Significantly important targets with respect to the Administration programme are: 
· Not reliable when compared to the source information and evidence provided
Programme 2 - Citizen Affairs

Significantly important targets with respect to the Citizen Affairs programme are 

· Materially misstated 

Programme 3 - Immigration Affairs

Significantly important targets with respect to the Immigration Affairs programme are 

· Materially misstated 
	This was due to the inadequate review of validity of reported achievements against source documentation.

This was due to the lack of standard operating procedures for the accurate recording of actual achievements and the inadequate review of validity of reported achievements against source documentation

	The reliability criterion is driven by actual performance results i.e. hard facts in terms of quantities produced, deadlines met etc.  There are no standard operating procedures that attest to the quality of reported information in that what is reported is accepted as what has been achieved. Responsibility managers need to implement procedures that provides them and their principals with the assurance that daily, monthly, quarterly and annual information is valid accurate and complete – that would entail a detailed understanding of how information is generated, vetted and reported, and what constitutes a success or failure. 

These responsibility managers must be held accountable for that which is reported.

Internal audit needs to audit the processes that produce the results and DDG’s needs to be ultimately accountable for information that is finally produced by their responsibility areas.

	Government Printing works
	No findings reported
	
	

	Independent Electoral commission
	No findings reported
	
	

	Film and Publication Board
	Consistency - Reported targets not consistent with planned targets 

Treasury regulation 30.1.3(g) requires that the strategic plan should form the basis for the annual report, therefore requiring consistency of objectives, indicators of targets betweeen planning and reproting documents. A total of 23% of the reported targets are not consistent with the targets as per the approved strategic plan.


	Financial and performance management
Lack of thorough review of information used in preparation of financial and performance report
	Adjustments in the strategic plan should be approved by the executive authority


3.1.2 Additional matters – Achievement of planned targets
· DHA  - Of the total number of 51 targets planned for the year, 38 of targets were not achieved during the year under review. This represents 75% of total planned targets that were not achieved during the year under review.
· GPW – 39% (22 out of 56) of planned targets were not achieved.
· IEC – 22% (9 out of 41) of planned targets were not achieved.
3.2 Supply chain management 
	Entity
	Finding 
	Root cause
	Recommendation

	Department of Home Affairs
	Employees of the department performed remunerative work outside their employment in the department without written permission from the relevant authority as required by section 30 of the Public Service Act.

Persons in service of the department who had a private or business interest in contracts awarded by the department failed to disclose such interest, as required by Treasury Regulation 16A8.4.
	Management has not implemented suitable control processes that provide assurance with regard to employees’ compliance with the requirements of legislation and regulations.
Management has not taken appropriate actions to prevent all matters of non-compliance.
	The department must develop and implement controls that compel employees to make the required declarations. 
 Any non-compliance with the SCM policies and procedures must be followed and addressed appropriately.
Suggested improvements include:
• Enhanced oversight and monitoring over SCM with repercussions for non-compliance.
• Updating standard operating procedures for SCM – in line with regulations.
• Training of all SCM role players.
• Reporting of compliance deviations to appropriate levels of senior management to ensure that appropriate actions are implemented and monitoring the implementation of these actions.

	Film and Publication Board
	Public invitations for the competitive bids were not always advertised for a required minimum period of 21 days in the Government Tender Bulletin as required by Treasury Regulations 16A6.3(c).
	Financial and performance management

There is lack of management proper monitoring regarding compliance with the relevant regulations
	Management must ensure that the entity advertise as minimum in the tenders in the Government Bulletin as required by National Treasury Regulation. 

	Government Printing works
	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 Treasury regulations 16A9.2

Awards were made 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.
	Financial and performance management

Compliance with applicable laws and regulations are not reviewed and monitored.

Compliance with applicable laws and regulation are not reviewed and monitored. There is a lack of controls and monitoring thereof to ensure adherence to the respective supply chain regulations.
	Controls should be implemented and monitored toensure that prospective suppliers submit a declaration of interest when they apply for registration.

Controls should be implemented and monitored to ensure that winning suppliers complete and sign the SBD8 (declaration of bidders past supply chain managment practices form)



	Independent Electoral commission
	No findings reported
	
	


3.3  Human resources


	Entity
	Finding 
	Root cause
	Recommendation

	Department of Home Affairs
	Funded Vacant posts were not advertised within six months after becoming vacant and were not filled within 12 months after becoming vacant as per the requirements of PSR1/VIIC.1A.2
	Policies and procedures are not communicated effectively as funded vacant post was not filled within 12 months.

The management didn’t adequately monitor the vacant post to make sure that they are advertised and filled in the prescribed time period.
	Management must review the appointment processes to ensure alignment of strategic decisions with regulatory requirements.

	Department of Home Affairs
	The Accounting Officer did not ensure that all leave taken by employees were recorded accurately and in full as required by Public Service Regulation 1/V/F(b)
	Leadership

Policies and procedures are not communicated effectively as leave is not fully and accurately recorded.
Financial and performance management

The financial statements and other information to be included in the annual report are not adequately reviewed for accuracy and completeness prior to submission for audit.

Management has no adequately implemented controls over daily and monthly processing and reconciling of leave transactions


	 Management should adhere to the requirements of the Public Service Regulations in respect of leave management and recording.

Management as the custodians of good governance must emphasise adherence to laid down internal control procedures. To this end, we recommend that management should:

· Encourage supervisors to ensure the approved leave form is on file before the employee goes on leave. Management should formulate procedures to guide the flow of documentation to minimise the risk of forms being misplaced before they reach the employee file

· Regularly agreeing the leave taken per the leave forms to the attendance registers to ensure the forms reflect leave actually taken by staff members. The internal audit function could assist in this respect.

· Regularly agreeing the leave reports from Persal to the leave forms to ensure all leave forms have been captured. The internal audit function could assist in this respect.

· Management must exercise appropriate oversight over leave transactions by ensuring staff only go on leave after their leave forms have been authorised. 

· Procedures to guide the flow of documentation must be implemented to ensure leave forms are not misplaced before they reach the employee file. 

· Supervisors must regularly agree the leave taken per the attendance register to the leave forms to ensure all leave taken by staff has been approved.

The Department should implement appropriate controls over the attendance register to ensure all 
employees sign attendance registers on arrival for work.



	Government Printing works
	No findings reported
	
	

	Independent Electoral Commission
	No findings reported
	
	

	Film and publication board
	No findings reported
	
	


3.4 Material Mistatements in Financial Statements

	Entity
	Finding 
	Root cause
	Recommendation

	Department of Home Affairs
	Annual financial statements, performance and annual report
The financial statements submitted for auditing were not prepared in accordance with the prescribed financial reporting framework and supported by appropriate records as required by section 40(1)(a) and (b) of the Public Finance Management Act. Material misstatements identified by the auditors in the submitted financial statements were subsequently corrected and the supporting records were provided subsequently, but the uncorrected material misstatements resulted in the financial statements receiving a qualified audit opinion.
	Financial and performance management

Management have not prepared regular, accurate and complete financial reports that are supported and evidenced by reliable information. Management does not have adequate processes that support the preparation of valid, accurate and complete information in line with the requirements of the financial reporting framework.
	· Management should consider compiling monthly financial reports on various account balances included in the disclosure notes to the financial statements in order to build proficiency in the compilation of financial information.
· Suitable training interventions in respect of the financial reporting framework requirements must be identified and implemented.

· The department’s internal control processes for financial statement preparation must be reviewed to identify shortcomings in the process and with a view to implementing sustainable corrective actions.
· Internal audit must be tasked with reviewing and tracking management’s actions.

	Film and Publication Board
	Annual financial statements

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. Material misstatements on accounts payables, accruals, leases and expenses identified by the auditors were subsequently corrected, resulting in the financial statements receiving an unqualified audit opinion.

	Financial and performance management

The financial statements and other information to be included in the annual report are not thoroughly reviewed for completeness and accuracy.

	Management should ensure that all accruals and receivables are properly and accurately accounted for in the accounting records and financial statements.



	Independent Electoral Commission
	No findings reported
	
	

	Governmet Printing Works
	No findings reported
	
	


3.5 Other material non-compliance

	Entity
	Finding 
	Root cause
	Recommendation

	Department of Home Affairs
	Revenue management

The accounting officer did not ensure that appropriate processes were developed and implemented to provide for the identification, collection, recording, reconciliation and safeguarding of information about revenue, as required by Treasury Regulation 7.2.1.
	Financial and performance management

· Management did not implement proper record keeping in a timely manner to ensure that complete, relevant and accurate information is accessible and available to support financial reporting.

· Management has not implemented controls over daily and monthly processing and reconciling of transactions between DHA and DIRCO.


	· The department should have processes, controls and reconciliations of the DIRCO account in place to prevent incorrect processing of amounts to the annual financial statements.

· All amounts disclosed in the annual financial statements should be supported by detail schedules indicating the transactions for the year, and be supported by an appropriate audit trail of documents.

· Management should review the schedules provided and determine what the correct balances are and why these differences arose.

· Proper accounting records should be maintained for DIRCO – i.e. general ledger of detail transactions, trial balance and details of journals processed.  The excel worksheets should be sufficiently detailed in order to draw a direct link between the annual financial statements and the consolidation schedules.

· Correct annual financial statements that are supported by complete and accurate schedules should have been provided to the audit team for the re-audit.

	Department of Home Affairs
	Revenue management

The accounting officer did not take effective and appropriate steps to collect all money due, as required by section 38(1) (c)(i) of the PFMA and Treasury Regulations 11.2.1, 15.10.1.2(a) and 15.10.1.2(e).


	Leadership
Management did not ensure that the immigration officers exercise oversight responsibility regarding financial and performance reporting and compliance and related internal controls on MCS.

Financial and performance management 
· Management did not implement proper record keeping in a timely manner to ensure that complete, relevant and accurate MCS N-report is accessible and available to support financial and performance reporting. Management did not ensure that the immigration officer implements controls over daily and monthly processing and reconciling of unfinalised hits.
· Management did not design and implement formal controls over MCS to ensure the reliability of the system and the availability, accuracy and protection of information.

	· At the end of each shift, the supervisor and the immigration officials on duty should resolve all unresolved fines on MCS to ensure all valid fines for the day are captured on the “N-report”.

· Management must implement a function on MCS that prompts the official to confirm a hit as valid or false before they can process the next transaction (scan passport)

· Management must ensure that a weekly reconciliation between the MCS system and the files for valid fines at the border are done by implementing a function on MCS that allows the border post manager to enquire for reports for unconfirmed fines.

· Reports used for the annual financial statements must include valid unconfirmed hits.  Management should have implemented an appropriate process to include all valid fines at year end in the annual financial statements whether they are X items or N items.

· Management should also resolve all valid fines that are currently not resolved as per the X report that relates to the prior financial periods and 2012/13 financial year, and process a journal that will correct the relevant financial statements.

· Formal documented policies and procedures should be designed and implemented to ensure that a consistent approach is followed with regard to the reporting of the N and X report.

· Management should review the full MCS system and consider which penalty amount items are valid for a specific hit type and these should be accounted for as part of the annual financial statements.

	Department of Home Affairs
	Annual financial statements

The accounting officer did not submit the financial statements for auditing within two months after the end of financial year, as required by section 40(1)(c)(i) of the PFMA.


	Leadership 
There is inadequate oversight responsibility to ensure that annual financial statements submitted for audit are reviewed and are supported by appropriate accounting records.  

	Management should design and implement a detailed action plan to address all internal control deficiencies related to all material audit findings raised to ensure that annual financial statements for the next financial year submitted are supported by detailed schedules and free from material misstatements.  This will in turn result in the department submitting annual financial statements on time and therefore lead to the tabling of the annual report within 6 months after year end.



	Department of Home Affairs
	Asset management

Proper control systems to safeguard and maintain assets were not implemented, as required by sections 50(1)(a) and 51(1)(c) of the PFMA.
	Financial and Performance Management
The Department did not ensure that the fixed asset register is accurate and is a true reflection of the physical assets as assets are included in the fixed asset register with inaccurate values, obsolete assets are included at full value, assets recorded on the asset register cannot be traced to the physical asset and assets physically verified cannot be traced to the asset register.
	Valuation – Fair Values
• The Department should ensure that assets are recorded at cost on initial recognition.
• A record of the cost of all assets owned by the Department should be kept as required by the PFMA.
•  Assets that were previously recorded on the asset register should not be revalued but held at its cost as required by the Departmental Financial Reporting Framework
• Before fair valuing an asset the Department should compare all assets to previous years asset registers in order to ascertain if initial recognition is applicable.
• Where fair values are applicable as per the Departmental Financial Reporting Framework, the requirements (regarding the valuation of assets) of the framework should be adhered to.

Valuation – Inconsistent Values
The Department should ensure that internal controls surrounding the recording of assets in the fixed asset register is improved so that assets are recorded at their cost price and that fair valued assets are valued accurately.

Valuation – Obsolete Assets
The Department should ensure that internal controls surrounding the recording of assets in the fixed asset register is improved so that:


1. Obsolete assets are removed from the asset register.
2. The requirements of the Departmental Financial Reporting Framework, the Asset Management Framework, the PFMA and Treasury Regulations regarding obsolete assets are adhered to.

Valuation: Differences between amounts in the Fixed Asset Register and the Annual Financial Statements – Major and Minor Tangible Assets
1. The disclosure note for Tangible Assets in the Annual Financial statements submitted for audit should be reviewed in detail and should be supported and reconciled to fixed asset register which will result in annual financial statements that are valid, accurate and complete.

Existence and Completeness of Assets

The Department should ensure that internal controls surrounding the recording of assets in the fixed asset register is improved so that:

1.  All assets are recorded in the asset register
2. Assets are recorded using the accurate description and value.
3. Assets recorded in the asset register actually exist.

	Department of Home Affairs
	Internal audit
The internal audit did not perform adequate auditing to evaluate the reliability and integrity of financial and operational information, as required by Treasury Regulation 3.2.11(b).

	Leadership oversight

There was an inadequately resourced and functioning internal audit unit, throughout the financial year, that identifies internal control deficiencies and recommends corrective action effectively.

The internal audit function was inefficient as it did not properly utilise the internal audit resources to achieve the outputs set out in the approved internal audit plan.  
	Internal audit should increase its efficiency to ensure that the reports and other information as described above are reviewed on regular basis as set out in the internal audit plan.

	Department of Home Affairs
	Budget

The accounting officer did not take effective and appropriate steps to prevent overspending of the budget, as required by section 39(2)(a) of the Public Finance Management Act.


	Leadership oversight

Management did not adequately review and monitor compliance with applicable laws and regulations.

Management has not adequately performed the preliminary workings to make sure that Trading Account is the best possible solution for the proper accounting of revenue.
	The accounting officer must take all remedial actions to avoid unauthorised expenditure as prescribed by PFMA.



	Department of Home Affairs
	Financial misconduct

The outcomes of disciplinary hearings were not reported as soon as the hearings were completed to Minister of Home Affairs, the Department of Public Services and Administration and Public Service Commission, as required by Treasury Regulation 4.3.1.

The Minister of Home Affairs, National Treasury, Department of Public Services and Administration / Public Service Commission was not informed of the outcomes of the criminal proceedings instituted against officials, as required by Treasury Regulation 4.3.3.
	Financial and performance management

Policies and procedures are not communicated effectively as the outcome of disciplinary and criminal proceedings were not reported as per the treasury regulations.


	Compliance with laws and regulations should be emphasized to all the employees within the department.  When cases are concluded PSC, DPSA, Executive Authority and National Treasury must be notified of the outcomes of criminal and disciplinary proceedings by the Department.



	Department of Home Affairs
	Risk management 

The accounting officer did not implement sufficient processes to ensure that the department had effective, efficient and transparent systems of financial and risk management and internal control, as required by section 38(1)(a)(i) of the PFMA and Treasury Regulation 3.2.1, as the emerging risks applicable to the department were not all identified to direct and prioritise the internal audit effort in improving controls and managing these risks.


	Leadership

There is inadequate oversight responsibility over reporting and compliance with laws and regulations and internal control

Financial and performance management

There are insufficient controls implemented over the daily and monthly processing and reconciling of transactions


	A wholistic approach to risk management needs to be adopted, recognising that the risk management process needs to extend to financial and performance reporting and how these relate to identified business risks. Further, risk mitigators need to be effective and sustainable. 

	Department of Home Affairs
	Expenditure management
The accounting officer did not take effective and appropriate steps to prevent unauthorised, irregular and fruitless and wasteful expenditure, as required by section 38(1)(c)(ii) of the PFMA and Treasury Regulation 9.1.1.

	Leadership

There is inadequate oversight responsibility over reporting and compliance with laws and regulations and internal control.
Financial and performance management

There are insufficient controls implemented over the daily and monthly processing and reconciling of transactions.
There are insufficient internal controls to prevent and detect invoices from being paid late.

	· The unauthorised expenditure arose as a result of the department dispensing with its plans to establish a trading account.
· Irregular expenditure arose as a result of non-compliance with established procurement practices and procedures.

· Fruitless and wasteful expenditure arose as a result of interest incurred on the late payment of invoices.

Had there been better planning for the establishment and implementation of the trading account, the department would probably have been in a position to establish the entity.

For irregular and fruitless and wasteful expenditure – the audit reveals wilful acts that resulted in these transgressions – as a result there needs to be consequence management to address these non-compliant acts.

	Department of Home Affairs
	Expenditure management

Not all contractual obligations and money owed by the department were settled within 30 days or an agreed period, as required by section 38(1)(f) of the PFMA and Treasury Regulation 8.2.3.


	Leadership

There is an inadequate oversight responsibility over reporting and compliance with laws, regulations and internal control, to ensure that all payments are made within 30 days of receipt of invoice.


	· Follow ups of payments for invoices received should be done to ensure that invoices are paid on time and to ensure compliance with laws and regulations

· A register on invoices should be kept so that payments could be tracked. This process of the register could start at the order process as this will then enable the department to track the delivery of the goods, the receipt of the invoice and the payment of the invoice.

· The business process starting with the receipts of invoices all through to the actual payments should occur on a first in first out basis. In that invoices should be paid in the order that they are received. This will prevent the ageing of individual invoices.

· Internal audit should be involved by doing tests to check if suppliers are paid within 30 days.

	Film and Publication Board
	Internal audit
The internal audit unit was not fully functional for a major part of the financial year. 

	Governance
Oversight over the effectiveness of the internal control environment including financial and performance reporting and compliance with laws and regulations was not provided in a timely manner by the audit committee.
	· The audit committee needs to ensure that supply chain management processes for the appointment of an internal audit service provider is concluded timeously to allow the entity to have a functioning internal audit for the entire financial year.
· The audit committee needs to ensure that the effectiveness of the internal control environment is assessed throughout the financial year. This can be achieved through approval of the internal audit plans and revisions of the plans in time.

	Government Printing Work
	Revenue management

The accounting officer did not take effective and appropriate steps to collect all money due, as required by section 38(1) (c)(i) of the PFMA and Treasury Regulations 11.2.1.
	Leadership
The accounting officer did not exercise oversight responsibility over financial and performance reporting, compliance with laws and regulations an d internal control


	The auditors reiterate their prior year recommendation that management should consider referring long outstanding debtors to the State Attorney, and where economical, institute legal demand.




4 Drivers of internal controls 
	Drivers of internal control

	Entity
	Leadership
	Financial and 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

	Department of Home Affairs (DHA)
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Independent Electoral Commission (IEC)
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Government Printing Works (GPW) 
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Film and Publication Board (FPB)
	
	
	
	
	
	
	
	
	
	
	
	
	
	


	Legends for Drivers of internal control
	Good
	Causing Concern
	Intervention required 


5 Other matters of interest 

(a) Unauthorised expenditure incurred in 2012/2013:
	Auditee
	Fruitless and wasteful expenditure

	
	Movement
	Amount
R m
2013
	Amount
R m
2012

	1
	DHA
	[image: image1.png]



	301
	-


(b) Fruitless and wasteful expenditure incurred in 2012-2013: 

	Auditee
	Fruitless and wasteful expenditure

	
	Movement
	Amount
R m
2013
	Amount
R m
2012

	1
	DHA
	[image: image2.png]



	0.4
	0.7

	2
	GPW
	
	-
	-

	3
	FPB
	[image: image3.png]



	-
	0.2

	4
	IEC
	[image: image4.png]



	0.01
	0.007


(c)
Irregular expenditure incurred in 2012-2013: 

	Auditee
	Irregular expenditure

	
	Movement
	Amount
R
2013
	Amount
R
2012

	1
	DHA
	[image: image5.png]



	4.9
	5.7

	2
	GPW
	[image: image6.png]



	-
	1.8

	3
	FPB
	[image: image7.png]



	0.06
	-

	4
	IEC
	[image: image8.png]



	31.3
	42.6


6 Other reports

· Investigations

Department of Home Affairs (DHA)

Investigations in progress

As stated in the accounting officer’s report the DHA referred a matter for investigation in the previous financial year. The case is still under investigation. 

An investigation commissioned in the awarding of a tender has been put on hold by the department, to avoid duplicating the efforts of another state institution which has communicated to the department that it would be conducting an investigation into the matter.

Investigations completed during the financial year
The department has completed the investigation in respect of allegations received from the Public Service Commission regarding irregularities in the conclusion of a lease contract. The investigation report has been submitted to the Public Service Commission for their consideration and response.  
Independent Electoral Commission
There is currently an investigation into the tender award for accommodation of the

Electoral Commission Riverside office park.

7 Combined Assurance on Risk Management in the Public Sector
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8 Commitments
[image: image10.png]Status of key commitments made
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The commitments made to address the deficiencies in internal control, in the previous financial year, have not been met largely due to management action plans being put into effect towards the end of the 2012-13 financial year. As a result, the deficiencies that existed contributed to the multiple audit qualifications as noted in the paragraphs above. 
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