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1. Introduction
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 note is to provide an insight by the Auditor-General of South Africa (AGSA) into the issues resulting in the audit opinions of Department of Sport and Recreation South Africa (SRSA) and its public entities: Boxing South Africa (BSA) and the South African Institute for Drug Free Sports (SAIDS)

1.3
Overview 

Mandate

The mandate of SRSA derives from the constitution and the National Sport and Recreation Act. The National Sport and Recreation Act oversee the development and management of sport and recreation in South Africa. In terms of this Act, the department must promote and develop sport and recreation, through coordination of the relationships with the Sports Confederation, National Federations and other agencies. 

Two public entities assist SRSA with the delivery of specific interventions in sport and recreation in accordance with the relevant legislation through which they were constituted, namely:

· Boxing South Africa which was established in terms of the South African Boxing Act; and

· The South African Institute for Drug Free Sports which was established in terms of the South African Institute for Drug Free Sport Act.

Vision
"An active and winning nation"

While this vision indicates the core focus of SRSA’s current endeavours, the scope of the vision express firm commitment to achieving a significant and positive nationwide impact. Although the delivery of sport and recreation is across three different spheres of Government, all of the actions and initiatives within SRSA’s mandate will be optimally integrated and coordinated for maximum impact to ensure that SRSA makes a difference to our nation. 

Mission 

“To transform the delivery of sport and recreation by ensuring equitable access, development and excellence at all levels of participation and to harness the socio-economic contributions that can create a better life for all South Africans.”
Accounting Basis

SRSA is required to account on the modified cash basis of accounting and must prepare its financial statements in terms of the National Treasury template for National and Provincial Departments. 

The two public entities, Boxing SA and SAIDS are required to account using the South African Standards of Generally Recognised Accounting Practice (SA Standards of GRAP).

SRSA utilises the transversal accounting systems i.e. BAS; PERSAL and LOGIS to record its transactions and activities during the financial year. Boxing SA and SAIDS make use of Pastel. 

1.4
Organisational structure








Management of vacancies

· The overall vacancy rate increased from 17% in the previous year to 28% in the current year.

· The senior management vacancy rate increased from 22% in the previous year to 30% in the current year.

· Positions (2) in senior management were vacant for more than 12 months.
1.5
Funding

The Department is tasked with a total budget of R 1.063 billion. The following table sets out the ratios of the programmes in relation to the total appropriated funds for the department. 

	Programme
	2012-13
Budgeted

R’000
	2012-13
Actual

R’000
	%

Under

Spending
	2011-12
Budgeted

R’000
	2011-12
Actual

R’000
	%

Under Spending

	Prog 1 : Administration
	102 230
	100 287
	1.9%
	102 817
	101 815
	1%

	Prog 2 : Sport & Recreation*
	215 710
	213 950
	0.8%
	179 506
	178 125
	0.1%

	Prog 3 : Mass participation
	509 635
	506 914
	0.5%
	486 434
	479 023
	0.8%

	Prog 4 : International liaison and events
	230 654
	229 654
	 0.4%
	47 811
	47 662
	0.3%

	Prog 5: Facilities coordination
	4 870
	3 280
	32.6%
	4 312
	3 997
	7.3%

	Total Annual Appropriation
	1 063 099
	1 054 085
	0.9%
	820 880 
	810 622
	1.2%


* Included in programme 2 are the following transfers to public entities that form part of the SRSA portfolio.

	Entity
	Budget 2012/13
	Expenditure 2012/13
	% (over) / under spending

	Boxing SA
	6 897 000
	10 342 649 
	(49.9%)

	South African Institute for Drug Free Sport
	15 876 000
	18 463 000
	(16.3%)


2. Audit opinion history

	Department of Sport and Recreation South Africa (SRSA)
	2008/09
	2009/10
	2010/11
	2011/12
	2012/13

	Audit opinions
	
	
	
	
	

	Areas of qualification (2012/13)
	
	
	
	
	

	· None
	
	
	
	
	

	Other findings
	
	
	
	
	

	· Performance Information – Measurability and Reliability
	X
	
	X
	X
	X

	· Performance Information – only 48% of planned targets achieved
	
	
	
	X
	X

	· Financial statements – material misstatements identified by auditors and corrected to achieve unqualified opinion
	
	X
	X
	X
	X

	· Strategic planning – several policies not approved
	
	
	X
	X
	X

	· DoRA transfers – not applied for attended purpose
	
	
	X
	X
	X

	· DoRA transfers – provinces not submitting required information
	X
	
	X
	X
	X

	· Non-compliance with Safety at Sport and Recreation Events Act
	
	
	
	
	X


	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


	Boxing South Africa (BSA)
	2008/09
	2009/10
	2010/11
	2011/12
	2012/13

	Audit opinions
	
	
	
	
	

	Areas of qualification (2012/13)
	
	
	
	
	

	· None
	
	
	
	
	

	Other findings
	
	
	
	
	

	· Material Irregular expenditure incurred
	
	
	
	X
	X

	· Material amount of debtors and creditors written off
	
	
	
	
	X

	· Performance Information – not submitted for audit
	
	
	
	
	X

	· Performance Information – not measurable, not reliable
	
	
	X
	X
	X

	· Financial statements – material misstatements identified by auditors and corrected to achieve unqualified opinion
	
	
	X
	X
	X

	· Procurement management – supply chain management procedures not adhered to
	
	
	X
	X
	X

	· No proper controls for safeguarding of assets
	
	
	
	X
	X


	South African Institute of Drug Free Sport (SAIDS)
	2008/09
	2009/10
	2010/11
	2011/12
	2012/13

	Audit opinions
	
	
	
	
	

	Areas of qualification (2012/13)
	
	
	
	
	

	· None
	
	
	
	
	

	Other findings
	
	
	
	
	

	· Performance Information – planned targets not consistent with reported targets
	
	
	X
	X
	X

	· Performance information – targets not measurable
	
	
	X
	
	X

	· Financial statements – material misstatements identified by auditors and corrected to achieve unqualified opinion
	
	
	
	X
	X

	· Procurement management – supply chain management procedures not adhered to
	X
	
	X
	
	X

	· Internal audit function does not exist
	
	
	
	
	X

	· No processes by management to prevent irregular expenditure
	X
	X
	X
	X
	X


Significant movement in audit outcome
Boxing SA improved from qualified to unqualified with findings. The improvement in the audit outcome of the portfolio was caused by the 
auditee addressing the qualification on payables and receivables.
2.1 Significant emphasis of matters
	Department of Sport and Recreation SA
	None

	Boxing SA
	· Irregular expenditure amounting to R101 767 was incurred during the year as the entity failed to comply with supply chain management regulations.  The prior year balance of R1 435 252 has not been condoned.

· Receivables amounting to R838 660 and payables amounting to R228 673 have been written off in terms of a board resolution dated 18 January 2013.


2.2 Significant additional matters
None 
2.3 Qualification paragraph 
None 

3. Key focus areas 
3.1 Predetermined objectives

	Entity
	Finding 
	Root cause
	Recommendation

	SRSA
	The indicators were not verifiable in that valid processes and systems that produce performance information did not exist.
	This was due to the lack of key controls in the relevant systems of collection and verification of actual performance information.

	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	SRSA
	The reported performance information as a whole of Sport Support Services are materially misstated due to the cumulative effect of numerous individually immaterial uncorrected misstatements in the targets relevant to the selected programme.
	This was due to the lack of standard operating procedures for the accurate recording of actual achievements and monitoring of the completeness of source documentation in support of actual achievements.

	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	SRSA
	The reported performance information as a whole of Mass Participation are materially misstated due to the cumulative effect of numerous individually immaterial uncorrected misstatements in the targets relevant to the selected programme.


	This was due to the lack of standard operating procedures for the accurate recording of actual achievements and monitoring of the completeness of source documentation in support of actual achievements.

	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	SRSA
	Of the total number of 104 targets planned for the year, 48 of targets were not achieved during the year under review. This represents 46% 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.


	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	BSA
	The National Treasury Guide for the preparation of the annual report requires that explanations for variances between the planned and reported (actual) targets should be provided in all instances and should also be supported by adequate and reliable corroborating evidence.  Adequate and reliable corroborating evidence could not be provided.
	The institution’s records did not permit the application of alternative audit procedures.
	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	BSA
	The National Treasury Framework for managing programme performance information (FMPPI) requires that performance targets be measurable and that the indicator should relate logically and directly to an aspect of the institution’s mandate, the realisation of strategic goals and objectives.  Adequate and reliable corroborating evidence could not be provided.
	As there was no annual performance report we could not report on the usefulness, measurability and reliability of the information.


	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	BSA
	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. Adequate and reliable corroborating evidence could not be provided.
	This was due to limitations placed on the scope of my work due to the absence of information systems and the lack of an annual performance report.
	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	SAIDS
	A total of 42% of the reported targets are not consistent with the targets as per the approved strategic plan.
	This is due to the lack of policies and procedures not being implemented to ensure compliance with treasury regulations.


	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.


3.2 Supply chain management 

	Entity
	Finding 
	Root cause
	Recommendation

	SRSA
	R7 200 (100%) of irregular expenditure was incurred in the current period as a result of the contravention of SCM legislation. 100% of the irregular expenditure was identified during the audit process.
	The incomplete identification of SCM irregular expenditure was as a result of inadequate processes and procedures to identify irregular expenditure with regards to SCM.
	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	SRSA
	Goods and services with a transaction value between R10 000 and R500 000 were not always procured without inviting at least three written price quotations from prospective suppliers as per the requirements of TR 16A.6.1 and National Treasury Practice Note 8 of 2007/08.
In some instances, deviations to not invite at least three written quotations were approved even though it was possible to obtain three quotations.

	There was a lack of oversight responsibility regarding compliance with applicable laws and regulations and related internal controls.

	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	SRSA
	Payments were not always made within 30 days of receipt of the invoice as required by Treasury Regulation 8.2.3.


	There was a lack of oversight responsibility regarding compliance with applicable laws and regulations and related internal controls.

	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	BSA
	Management did not implement the following daily and monthly controls as designed for the entity’s business processes:

· No quotations were obtained from suppliers,
· Supporting documentation and reasoning’s could not be provided for certain journal entries that are passed by the entity.

	There was a lack of oversight responsibility regarding compliance with supply chain management requirements.

	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	BSA
	R74 226 (100%) of irregular expenditure was incurred in the current period as a result of the contravention of SCM legislation. 100% of the irregular expenditure was identified during the audit process. 
	The incomplete identification of SCM irregular expenditure was as a result of inadequate processes and procedures to identify irregular expenditure with regards to SCM.
	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	BSA
	Goods and services with a transaction value between R2 000 and R200 000 were not always procured without inviting at least three written price quotations from prospective suppliers as per the requirements of TR 16A.6.1 and National Treasury Practice Note 8 of 2007/08.

In some instances, deviations to not invite at least three written quotations were approved even though it was possible to obtain three quotations.
A prospective list of suppliers was not in place.


	There was a lack of oversight responsibility regarding compliance with supply chain management requirements.

	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	SAIDS
	R 307 782 (100%) of irregular expenditure incurred in the current financial year was as a result of the contravention of SCM legislation. 100 per cent (100% prior year) of this irregular expenditure was identified during the audit process and not detected by monitoring processes of the entity. 


	The root cause of the lack of effective prevention and detection are oversight by the relevant officials who did not identify that three quotations were not obtained as required.
	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	SAIDS
	31 awards to the total value of R307 782 were procured without inviting at least three written price quotations from prospective suppliers and the deviation was not approved by a properly delegated official.

	The accounting authority did not exercise oversight responsibility over compliance with laws and regulations by ensuring that a system is developed to ensure that non-compliance does not occur and consequently irregular expenditure was incurred.
	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.


3.3 Human resources


	Entity
	Finding 
	Root cause
	Recommendation

	SRSA
	The overall vacancy rate increased from 17% in the previous year to 28% in the current year.
The senior management vacancy rate increased from 22% in the previous year to 30% in the current year.
Positions (2) in senior management were vacant for more than 12 months.
	Budget not in line with approved establishment.
	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	SRSA
	The required medical certificates were not submitted for sick leave in all cases.
Processes and procedures for monitoring sick leave were not always applied.
	Compliance with legislation not reviewed and monitored.

	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	BSA
	A human resource plan based on the strategic plan of the public entity was not in place.

Position (CFO) in senior management was vacant for more than 12 months.
	Compliance with legislation not reviewed and monitored.

	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	SAIDS
	There are no performance agreements in place between the entity and employees.

	Compliance with legislation not reviewed and monitored.

	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.


3.4 Information technology controls

	Entity
	Finding 
	Root cause
	Recommendation

	SRSA
	The Acting Director Information Technology had not ensured the implementation of the infrastructural security aspects of the IT security policy due the late approval of the policy. 
	Internal control deficiencies not addressed and inadequate policies and procedures.

	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	BSA
	The Information Technology (IT) strategic plan was not monitored due to lack of proper oversight over the IT function.

Lack of reviews of user access and system administrator’s activities on the application system (Pastel) and network level were due to an inadequate design of user account management processes.

Non compliance with the IT Policy was identified as no evidence was provided that audit trails are reviewed regularly.

Lack of service level agreements with service provider, patch management and change control procedures due to lack of proper oversight over IT function.

The change control procedure has not been approved by management.
There is no approved security and disaster recovery policy.
Formal IT governance framework not implemented due to a lack of proper oversight over IT function.

Changes in access performed by the administrator and user access profiles are not reviewed by management.

An IT risk assessment was not in place and therefore there was no IT risk register due to lack of proper oversight over the IT function.
	Internal control deficiencies not addressed and inadequate policies and procedures.

	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.


3.5 Financial health status

	Entity
	Finding 
	Root cause
	Recommendation

	SAIDS
	The budget of the entity was not effectively managed to ensure that budget limits were not exceeded.


	Internal control deficiencies not addressed and inadequate policies and procedures.

	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.


3.6 Material Misstatements to Financial Statements

	Entity
	Finding 
	Root cause
	Recommendation

	SRSA
	There was a lack of review of the financial statements, including the performance information, prior to submission for audit. Material misstatements in the following areas, were therefore not identified and corrected:

· Receivables
· Transfer payment note
· Disposals of assets.

	Internal control deficiencies not addressed and inadequate policies and procedures.

	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	BSA
	There was a lack of review of the financial statements and the report on predetermined objectives prior to submission for audit and therefore the following matters were not identified and corrected:

· Trade and other payables

· Revenue

· Trade and other receivables

· Finance leases

· Related parties

· Cash and cash equivalents

· Compensation of employees

· Property, plant and Equipment

· Intangible assets

· Prior period errors

· Change in accounting estimate.
The financial statements contained numerous misstatements that were corrected. 


	This was mainly due to a lack of review and monitoring of financial reporting.
	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.

	SAIDS
	The financial statements contained numerous misstatements that were not identified by the public entity’s system of internal control. This was mainly due to complete financial statements not being prepared more regularly during the course of the year. 
	The review of the financial statements prior to submission on 31 May 2013 was insufficient to identify the misstatements as highlighted in this report, largely because the financial statements were incomplete at that point.


	Ministry and management to compile action plans to address findings in order to resolve the issues in the next year.


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 Sport and Recreation SA
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Boxing SA
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	South African Institute for Drug Free Sport
	1 
	
	
	
	
	
	
	
	
	
	
	
	
	


	Legend Drivers
	Good
	Causing Concern
	Intervention required 


5. Other matters of interest
None
6. Other reports

· Investigations - Transfer of funds to the Khanyisa Community Development Educare Centre was in the finalisation stage at conclusion of the audit.  It is expected that the issue will be resolved in 2013/14.
· Performance audits - none
7. Commitments
The Minister committed to 26 actions in an action plan that was submitted to us during the 2012/13 financial year.  At conclusion of the audit the rate of implementation was as follows:
· % implemented
16%
· % in progress

 84%
· % not implemented
 0%
Summary of key commitments by Minister
Implemented commitments (16%)
· Management amend DRP and submit for approval and sign off by the DG. 1st quarter QSRM checked and alignment between APP and QSRM confirmed.

· Task teams reporting template to be circulated to all officials. Chairpersons of task teams to report on monthly basis on completion of projects.

· SRSA to workshop all provinces about the alignment of MPP indicators across all provinces.

· Circular declaration of interest and the relevant send to all staff for completion and return to SCM and HRM.

In progress commitments (84%)
· All prior year findings not yet implemented are in progress. 
New commitments (0%)
· No new commitments to be implemented.
8. Feedback on previous resolutions 

No previous resolutions from either SCOPA or the Portfolio Committee.
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