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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 Rural Development and Land Reform for the 2012-13 financial year. 

1.3
Overview 

The Annual Report of Department of Rural Development and Land Reform comprises of three sets of annual financial statements. The three sets of the annual financial statements included are: 

1. Department of Rural Development and Land Reform 

2. Deeds Trading Account ; and 

3. Agricultural Land Holding Account 
Also included as part of the Department of Rural Development and Land Reform is the Ingonyama Trust Board 
The aim of the Department of Rural Development and Land Reform is to create and maintain an equitable and sustainable land dispensation and act as a catalyst for rural development that ensures rural livelihoods, decent work and continued social and economic advancement for all South Africans. 
1.4
Organisational structure 

Corporate Governance (Top Management)
Minister – Mr GE Nkwinti,
Deputy Minister – Ms Pamela Tshwete  
Director-General – Mr M Shabane,
Chief Land Claims Commissioner - Ms NS Gobodo
Deputy Director-General: Land Reform and Administration – Mr V Mahlangu,
Deputy Director-General: Geo-Spatial Services, Technology, Research and Development – Dr N Makagalamele,
Deputy Director-General: Social, Technical, Rural Livelihoods and Institutional Facilitation – Dr M Swartz,
Deputy Director-General : Rural Infrastructure Development – Ms L Archary,
Deputy Director-General: Deeds Registration – (acting) : Mr B Mbatha
Deputy Director-General: Cadastral Surveys Management – Mr M Riba,
Deputy Director-General: Corporate Support Services – Ms N Mashiya,
Deputy Director-General (Acting): Chief Financial Officer – Mr Thapelo Motsoeneng
Mr Thapelo Motsoeneng was appointed in the post as acting Chief Financial Officer on the 01st of August 2013, after the resignation of the previous Acting CFO in 31 July 2013.

1.5
Funding

The main source of funding is derived from the Vote received from National Treasury amounting to R8.9 billion (2012: R8.1 billion). 

2. Audit opinion history
	Department of Rural Development and Land Reform

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

	Audit opinions
	Q
	Q
	Q
	Q
	UQ

	Qualification issues
	
	
	
	
	

	· Tangible capital assets (Immoveable assets)
	X
	X
	X
	X
	

	· Receivables for departmental revenue
	X
	X
	
	
	

	Other matters
	
	
	
	
	

	· Tangible capital assets (Immoveable assets)
	
	
	
	
	X

	Deeds Trading Account

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

	Audit opinions
	UQ
	UQ
	UQ
	Q
	UQ

	Qualification issues
	
	
	
	
	

	· Expenditure and Accruals 
	
	
	
	X
	

	Agricultural Land Holdings Account

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

	Audit opinions
	UQ
	UQ
	UQ
	UQ
	UQ

	Ingonyama Trust Board

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

	Audit opinions
	Q
	Q
	Q
	Q
	Q

	Qualification issues
	
	
	
	
	

	· Property , plant and equipment
	X
	X
	X
	X
	X

	· Royalty revenue
	X
	X
	X
	X
	X

	· Provisions 
	
	
	
	X
	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


2.1 Qualification paragraph 

Ingonyama Trust

Basis for qualified opinion

Property, plant and equipment

SA Standards of GRAP, GRAP 17, Property, plant and equipment requires that where assets are acquired at nil or nominal consideration, these assets shall be recognised at fair value as at the date of acquisition. As disclosed in note 21 to the financial statements, land has not been valued and is disclosed according to the extent held. I was not able to determine the correct value of land as it was impracticable to do so.

Royalty revenue

I was unable to obtain sufficient appropriate audit evidence about royalty revenue received, as internal controls were not established over the collection thereof. I was unable to confirm whether all royalty revenue was recorded by alternative means. Consequently I was unable to determine whether any adjustments to royalty revenue stated at R710 000 (2012:R7,38 million) in the financial statements and the corresponding effect on accounts receivable were necessary.

Provisions
During 2012 I was unable to obtain sufficient appropriate evidence about a trust disbursement of R13,50 million for the purchase of shares for four traditional councils. I was unable to confirm the disbursement by alternative means. Consequently, I was unable to determine whether any adjustment to the provisions stated at R174,69 million in note 29 to the financial statements was necessary. My audit opinion on the financial statements for the year ended 2012 was modified accordingly. My opinion on the current period’s financial statements is also modified because of the possible effect of this matter on the comparability of the current period’s figures.

3. Key focus areas  
	Auditee 
	Supply Chain Management 
	AOPO 
	HR 
	IT controls 
	Material errors in AFS submitted 
	   Movement

	DRDLR 
	Improvement 
	No improvement
	No improvement
	Some improvement 
	Some improvement 
	[image: image1.png]




	ALHA 
	This is done as part of DRDLR 
	This is done as part of DRDLR 
	This is done as part of DRDLR 
	Some improvement 
	No improvement 
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	Deeds 
	No improvement 
	Some improvement 
	No improvement
	Some improvement 
	No improvement 
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	ITB 
	Some improvement 
	No  matters 
	Some improvement
	No  matters 
	No improvement 
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3.1 Predetermined objectives – Usefulness
	Entity
	Finding 
	Root cause
	Recommendation

	DRD&LR
	Presentation 

Reasons for variances not supported by sufficient appropriate evidence 
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 for 86% of major variances as disclosed in the annual performance report. The institution’s records did not permit the application of alternative audit procedures. Consequently, I did not obtain sufficient appropriate audit evidence to satisfy myself as to the reliability of the reasons for major variances
	There is a lack of oversight responsibility by management to ensure the internal policies and procedures that address the requirements of National Treasury Guide for the preparation of the annual report for performance information management and reporting are developed and approved.
	The department should develop and adopt a performance policy and procedures that addresses the National Treasury reporting requirements 
Corroborating evidence for all major variances between the targeted and actual achievement per indicator as stated in the annual performance report must be available for inspection.



	
	Consistency

Changes to objectives, indicators and targets not approved
Treasury Regulation 5.1.1 requires that the annual performance plan must be approved by the executive authority. Therefore, if the annual performance plan is changed in-year due to significant policy or mandate changes, the updated plan has to be approved by the executive authority. All changed targets reported in the annual performance report were changed in-year without approval by the executive authority. This is due to the department not keeping proper and relevant records to support approval of decision. 

Reported targets not consistent with planned targets

. 
Treasury Regulation 5.2.4 requires that the annual performance should form the basis for the annual report, therefore requiring consistency of objectives, indicators and targets between planning and reporting documents. A total of 29 % of the reported targets were not consistent with the targets as per the approved annual. This is due to lack of standard operating process for performance reporting.
	There is a lack of oversight responsibility by management to ensure the changes made on the strategic plan and annual performance plan is approved and is in compliance with the relevant legislations. 

	Evidence that supports the reasons for the adjustments of and approval should be kept as audit trail for adjustments made to objective, indicators and targets in order to comply with the relevant regulations requirement. 



	
	Measurability

Performance indicators not well defined

The National Treasury Framework for managing programme performance information (FMPPI)   requires that indicators should have clear unambiguous data definitions so that data is collected consistently and is easy to understand and use. A total of 21% of the indicators and significantly important indicators in relation to the overall mandate of the entity were not well defined in that clear, unambiguous data definitions were not available to allow for data to be collected consistently. The Planning, Monitoring and Evaluation Chief Directorate did not exercise oversight in ensuring that the indicators and targets included in each of the abovementioned programs complied with the requirements of the National Treasury Framework for Managing Performance Information.
	The department did not exercise oversight responsibility in ensuring that the indicators and targets set in the strategic plan and annual performance plan is compliance with the requirements of the National Treasury Framework for Managing Performance Information and the National Treasury Framework for Strategic Plans and Annual Performance Plans.


	The department should  ensure that the Strategic Plan and Annual Performance Plan submitted to Parliament are reviewed to ensure that they are compliant with the requirements of the Framework for Managing Performance Information and the Framework for Strategic Plans and Annual Performance Plans issued by National Treasury, such that the plans : 

Include indicators and targets that are consistent with the SMART criteria;

With targets being specific in clearly identifying the nature and the required level of performance, and measurable in identifying the required performance; and that the planned indicators being clear and not ambiguous such that data definitions are available to allow for data to be collected consistently.



	Agricultural Land Holdings Account
	Not applicable – (Audited with DRD&LR)
	N/A
	N/A

	Deeds Trading Account
	Measurability

The FMPPI requires that performance targets be measurable. The required performance could not be measured for a total of 100% of the targets. This was due to the fact that the nature and required level of performance for the output is not achievable in the current financial year and project management processes over the E-cadastre payments and deliverables were not effective

The FMPPI requires that it must be possible to validate the processes and systems that produce the indicator. A total of 100% 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 fact that the nature and required level of performance for the output is not achievable in the current financial year and project management processes over the E-cadastre payments and deliverables were not effective.


	Internal controls are not selected and developed to prevent / detect and correct material misstatements in financial reporting and reporting on predetermined objectives.
The entity did not select and develop internal controls to ensure that strategic performance targets recorded in the annual performance plan are achievable in the current financial year.
Review processes in place were lacking in ensuring that only achievable indicators and targets relating to predetermined objectives are recorded in the annual performance plan.
	Controls and monitoring procedures should be designed and implemented to identify and capture pertinent information in a form and time frame to support performance.


	
	Presentation

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 for all major variances as disclosed in the annual performance report. The institution’s records did not permit the application of alternative audit procedures. 
Consequently, I did not obtain sufficient appropriate audit evidence to satisfy myself as to the reliability of the reasons for major variances.
	Proper record keeping in a timely manner to ensure that complete, relevant and accurate information is accessible and available to support financial and performance reporting were not implemented
	Management must ensure that processes and controls are in place to ensure all pertinent information is available to support performance reporting.



	Ingonyama Trust Board 
	No material Findings
	N/A
	N/A

	3.2 Predetermined objectives - Reliability



	

	DRD&LR
	Reported performance not reliable : Programme 3: Rural development

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. 
Significantly important targets with respect to programme 3 are materially misstated. This was due to the lack of standard operating procedures for the accurate recording, monitoring and evaluation of actual achievements. 
Reported performance not reliable : Programme 5: Land reform

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. 
Significantly important target with respect to programme 5 is not reliable when compared to the source information and/or evidence provided. 
This was due to lack of effective process to evaluate and verify validity, accuracy and completeness of supporting evidence for performance information.
	Inadequate record keeping to ensure that complete, relevant and accurate information is accessible and available to support financial and performance reporting
	Management should Implement proper record keeping in a timely manner to ensure that complete, relevant and accurate information is accessible and available to support performance reporting.

All information or portfolio of evidence obtained from different provinces or branches should be reviewed and approved by the monitoring and evaluation official at both the regional and national office to ensure that they are valid and accurate.  

Training should be provided to all officials on the process for collation and verification of the Portfolio of evidence to ensure that information is accurate and valid before it is sent to the programme manager.
A standard policies and procedures should be developed on the process of collating and evaluating the portfolio of evidence. 

	Agricultural Land Holdings Account
	Not applicable – (Audited with DRD&LR)
	N/A
	N/A

	Deeds Trading Account
	No material Findings
	N/A
	N/A

	Ingonyama Trust Board 
	No material Findings
	N/A
	N/A


3.3 Compliance with laws and regulations

	Entity
	Finding 
	Root cause
	Recommendation

	D&LR
	Strategic planning and performance management 

The accounting officer did not ensure that the department had and maintained an effective, efficient and transparent system of internal control regarding performance management, which described and represented how the institution’s processes of performance planning, monitoring, measurement, review and reporting were conducted, organised and managed as required by section 38(1)(a)(i) and (b) of the PFMA.
The department did not have specific and appropriate information systems to enable it to monitor the progress made towards achieving the goals, targets and core objectives as indicated in the strategic/annual plan as required by Public Service Regulation Part IIIB.1 (f)(i)(ii).

Annual financial statements

The financial statements submitted for auditing were not prepared in all material respects in accordance with the requirements of section 40(1) of the PFMA. Material misstatements of operating leases, commitments, contingent liabilities, investments, cash and bank and accounts payable identified by the auditors in the submitted financial statements were subsequently corrected but the uncorrected misstatement of immovable assets resulted in the financial statements receiving a qualified opinion. 
Expenditure management

The accounting officer did not take effective steps to prevent irregular, fruitless and wasteful expenditure as required by TR 9.1.1.and section 38 (1)(c) (ii) of the PFMA
Human resource management and compensation

Some SMS members of the Department did not have performance agreements and certain employees did not sign performance agreements in the current performance period as required in terms of Chapter 4 part III B.1, B.2 of the Public Service Regulations and paragraph 7.2.3 of the Employee Performance Management System (EPMS) of the Department.
Employees were appointed without following a proper verification process to verify the  reported achievement in their applications, which is in contravention of Public Service Regulation  1/VII/D.8.
Funded vacant posts were not filled within 12 months as required by Public Service Regulation  1/VII/C.1A.2

	Financial and Performance Measurement

Compliance with applicable laws and regulations were not reviewed and monitored

Management did not monitor the implementation of controls to ensure compliance with legislative requirements when goods and services are procured.

	Management needs to monitor the controls implemented to ensure that procurement of goods and services are in terms of applicable legislation.


	Agricultural Land Holdings Account
	Annual financial statements, performance report and annual report
The financial statements submitted for auditing were not prepared in all material respects in accordance with the requirements of section 40(1) of the PFMA. Material misstatements were identified for lease revenue, receivables, commitments, prepayments and deferred expense by the auditors, which resulted in material adjustments being made to the financial statements. Had these misstatements not been corrected by management ALHA would have obtained a modified opinion.
Revenue Management 

The accounting officer did not take effective and appropriate steps to collect all money due to the trading entity as is required by section 38(1)(c)(i) of the PFMA and Treasury Regulation 11.2.1 
Expenditure management

The accounting officer did not take effective and appropriate steps to prevent and detect fruitless and wasteful expenditure as per the requirements of section 38(1) (c) (ii) of the PFMA and Treasury Regulation 9.1.1.
Strategic planning and performance management

The accounting officer of ALHA did not ensure that the ALHA has expected outcomes, programme outputs, indicators (measures) and targets, that are separately identifiable from that of the department  as required by  Treasury Regulation 5.1.1 and 5.2.2 (d)
Asset management
The accounting officer did not exercise the utmost care to ensure the reasonable protection and safeguarding of the assets and records of the trading  entity, as required by section 38(1)(d) of the PFMA
The accounting officer did not ensure that the trading entity, has effective, efficient and transparent systems of financial and risk management and internal control in that there were no policies and procedures that are updated and approved as required by section 38(1) (a) (i) of the PFMA.
	Financial and Performance Measurement
Compliance with applicable laws and regulations were not reviewed and monitored

Management did not monitor the implementation of controls to ensure compliance with legislative requirements when goods and services are procured.

	Management needs to monitor the controls implemented to ensure that procurement of goods and services are in terms of applicable legislation.


	Deeds Trading Account
	Annual financial statements, performance and annual reports

The financial statements submitted for auditing were not prepared in accordance with the prescribed financial reporting framework and supported by full and proper records as required by section 40(1)(a) and (b) of the PFMA.

Material misstatements of prepayments, other receivables, irregular expenditure, intangible assets, operating expenses, accruals, depreciation, accumulated depreciation and retained income identified by the auditors in the submitted financial statement were subsequently corrected and the supporting records were provided, resulting in the financial statements receiving an unqualified audit opinion. 
Procurement and contract management
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 procurement of consultants, additional enterprise architecture and the awarding of the task to complete the regulatory impact assessment did not comply with the prescribed procurement processes. Goods and services of a transaction value above R500 000 were procured without inviting competitive bids, as required by Treasury Regulation 16A6.1.

Human resource management and compensation

A human resource plan was not in place, as required by Public Service Regulation  1/III/B
Expenditure management

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

Payments were made in advance of the receipt of goods or services in contravention of Treasury Regulation 15.10.1.2.
	Financial and Performance Measurement

Compliance with applicable laws and regulations were not reviewed and monitored

Management did not monitor the implementation of controls to ensure compliance with legislative requirements when goods and services are procured.

	Management needs to monitor the controls implemented to ensure that procurement of goods and services are in terms of applicable legislation.


	Ingonyama Trust Board 
	Budgets 
The trust accumulated surpluses without the approval of National Treasury, in contravention of section 53(3) of the PFMA.
Expenditure management

Management did not exercise oversight over the funds disbursed to Traditional Councils to ensure compliance with the operational policies of the Trust, as required by section 51(1)(b)(ii) of the PFMA.
Asset management

Proper control systems to safeguard and maintain immovable assets were not implemented, as required by section 51(1)(c) of the PFMA.

Revenue management
The accounting authority did not take effective and appropriate steps to collect all royalty revenue due, as required by section 51(1)(b)(i) of the PFMA.
	
	Management needs to monitor the controls implemented to ensure that procurement of goods and services are in terms of applicable legislation.



3.4 Supply chain management 

	Entity
	Finding 
	Root cause
	Recommendation

	DRD&LR


	No material Findings
	N/A
	N/A

	Agricultural Land Holdings Account
	No material Findings
	N/A
	N/A

	Deeds Trading Account
	Procurement and contract management
Refer to Deeds compliance section page 16 for procurement and contract management. 


	Financial and Performance Measurement

Refer to Deeds compliance section page 16 for procurement and contract management. 


	Refer to Deeds compliance section page 16 for procurement and contract management. 



	Ingonyama Trust Board 
	No material Findings
	N/A
	N/A


3.5 Human resources


	Entity
	Finding 
	Root cause
	Recommendation

	DRD&LR
	Human resource management and compensation

Some SMS members of the Department did not have performance agreements and certain employees did not sign performance agreements in the current performance period as required in terms of Chapter 4 part III B.1, B.2 of the Public Service Regulations and paragraph 7.2.3 of the Employee Performance Management System (EPMS) of the Department.


	Leadership

Effective HR management is not implemented to ensure that adequate and sufficiently skilled resources are in place and that performance is monitored.

Provide effective leadership based on a culture of honesty, ethical business practices and good governance, protecting and enhancing the best interests of the entity 

Internal policies does exist which governs the approval to be obtained if other remunerative work is performed. This policy however only requires interest declarations by senior management staff and does not require all employees to declare interest that they have in companies / closed corporations. As a result, follow ups are only performed in respect of senior management interest declarations. 


	The Department should:

Implement controls to ensure compliance with the requirements of the Public Service Regulations with respect to the monitoring of performance by ensuring that all staff sign performance agreements as per the required deadlines and disciplinary actions are taken against employees that have not complied with the requirements.

All performance bonuses should be paid where there is evidence of signed performance agreements.



	
	Employees were appointed without following a proper verification process to verify the  reported achievement in their applications, which is in contravention of Public Service Regulation  1/VII/D.8.


	Management did not exercise oversight responsibility by overseeing the implementation of 

controls to ensure compliance with the PSR and the departments’ internal policy with regards to 

appointments of staff is adhered to.


	We recommend that management should ensure that the reference checks and other means of verification mentioned in PSR are performed prior to the appointment of new employees.



	
	Funded vacant posts were not filled within 12 months as required by Public Service Regulation  1/VII/C.1A.2
	Effective HR management is not implemented  to ensure that adequate and sufficiently skilled resources are in place and that performance is monitored.


	We recommend that the department improves the vacancy rate by evaluating all the posts that are vacant by determining:

a) Whether there is a need for the posts on the approved structure of the department so it can be filled by suitable candidates and
b) If the post is no longer applicable, the relevant abolishment must be appropriately approved.

Additionally management should evaluate:

c) Determine reasons why the finding was not implemented although being reported during the prior year audit.



	Agricultural Land Holdings Account
	No material Findings
	N/A
	N/A

	Deeds Trading Account
	A human resource plan was not in place, as required by Public Service Regulation  1/III/B.
	Leadership:

Effective HR management to ensure that adequate and sufficiently skilled resources are in place and that performance is monitored was not implemented.

Management did not have a HR plan in place to identify the human resource needs and skills required within the trading entity


	Management should compile and implement a Deeds specific HR plan which should already have been compiled according to the previous year’s management response.



	Ingonyama Trust Board 
	No material Findings
	N/A
	N/A


3.6 Information technology controls

	Entity
	Finding 
	Root cause
	Recommendation

	DRD&LR
	No material Findings
	N/A
	N/A

	Agricultural Land Holdings Account
	No material Findings
	N/A
	N/A

	Deeds Trading Account
	No material Findings
	N/A
	N/A

	Ingonyama Trust Board 
	No material Findings
	N/A
	N/A


3.7 Financial health status

	Entity
	Finding 
	Root cause
	Recommendation

	DRD&LR
	No material Findings

	N/A
	N/A

	Agricultural Land Holdings Account
	No material Findings
	N/A
	N/A

	Deeds Trading Account
	No material Findings
	N/A
	N/A

	Ingonyama Trust Board 
	No material Findings
	N/A
	N/A


4. Drivers of internal controls 
Summary of DRDLR portfolio movement from 2011/12 to 2012/13
	Dept/Entity 
	Key control status (regression/ improvement/ unchanged) 

	
	Leadership 
	Financial and Performance Management 
	Governance 

	DRDLR 
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	ALHA 
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	Deeds 
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	ITB 
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DRD&LR

	
	Drivers of internal control

	
	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

	F
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	P
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	C
	
	
	
	
	
	
	
	
	
	
	
	
	
	


Deeds 

	
	Drivers of internal control

	
	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

	F
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	P
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	C
	
	
	
	
	
	
	
	
	
	
	
	
	
	


ALHA

	
	Drivers of internal control

	
	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

	F
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	P
	Not Applicable refer to Department Management report


	C
	
	
	
	
	
	
	
	
	
	
	
	
	
	


Ingonyama Trust Board

	
	Drivers of internal control

	
	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

	F
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	P
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	C
	
	
	
	
	
	
	
	
	
	
	
	
	
	


5. Status of Commitments 

	Commitment made 
	DRDLR 
	ALHA 
	Deeds 
	ITB
	Current Status 
	Comment 

	Management to draft and implement new operational and financial policies to help the department/entity to mitigate risks, detect and prevent irregularities and safeguarding assets and records.
	X 
	X 
	
	X 
	Progress has been made as policies have been drafted and awaiting approval 
	Overall DRDLR and ALHA have drafted some policies and procedures and they are just awaiting approval thereof

	Management to develop action plans to address weakness in system of internal controls and to give progress reports quarterly. These reports are made available to the audit committee and discussed at senior management committee (SMC) of the department 
	X 
	X 
	X 
	X 
	Progress has been made but Intervention still required overall 
	The action plans have been drafted and some actions have been implemented and some progress has been made in this area. 

	General Controls on the IT systems
	X 
	X 
	X 
	X 
	Some general IT control have been implemented
	Still repeat findings but some progress has been made

	Management committed to resolve immovable assets qualification
	X 
	
	
	
	Resolved 
	Extensive work has been performed by DRDLR to resolve this matter 

	Management committed to address the following, 
·  Completeness of royalty revenue.
·  Valuation of land.
- recovery of fruitless and wasteful expenditure
	
	
	
	X 
	Intervention required 
	Still repeat findings 

	Commitment to address AOPO findings reported for 2011/12 
	X 
	N/A
	X 
	
	No progress
	Still repeat findings 


6. Other matters of interest 
Irregular and Fruitless & Wasteful expenditure 

	Auditee 
	Irregular Expenditure 
	Fruitless and Wasteful 

	
	Movement 
	2012/13
	2011/12
	Movement
	2012/13
	2011/12

	DRDLR 
	[image: image17.png]



	5,688,000
	7,835,000
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	35,678,000
	6,724,000

	ALHA 
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	0
	0
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	21,000
	439,000

	Deeds 
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	4,075,594
	32,049,598
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	24,000
	43,000

	ITB
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	0
	0
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	0
	0


.

7. Other reports

Investigations

DRD&LR

1. The Special Investigating Unit (SIU) is currently investigating 48 cases relating to allegations of irregularities in certain land reform and restitution projects. 

2. As at 31 March 2013, there were 22 cases under investigation by internal audit. These investigations related to: 

· Allegation of fraud and corruption at the regional office. 
· Allegation of fraud on projects running at the departments. 
· Allegation of irregularities related to procurement fraud 
· Allegation of irregularities in the appointment of state land clerks
·  Allegation of irregularities related to misuse of funds and assets management issues..
·  Allegation to accident/damage/losses/theft of departmental vehicles
·  Allegation of wasteful expenditure at the regional office.
3. The financial impact of the above investigations has not been quantified at this stage as the investigations are still in progress. 

4. As at 31 March 2013, internal audit had completed six investigations for the period under review. These investigations related to: 

· Allegation on fraudulent claim from beneficiaries on restitution project
· Allegation on fraud at REID project
· Allegation on irregularities, corruption and fraud at the regional office
DEEDS

5. Investigations were conducted based on the allegation of corruption due to illegal transfer of properties. The investigation has led to the arrest of the former registrar of deeds in Pretoria and the former acting assistant registrar in Pretoria. They appeared in the Specialised Commercial Crime Court in Pretoria where the case against them was postponed and they were granted bail. The case was not finalised as at the date of the financial statements.  

ALHA

6. The Special Investigating Unit is currently investigating one case relating to allegations of irregularities related to certain ALHA land reform projects.  

7. The financial impact of the above investigations has not been quantified at this stage as the investigations are still in progress. 
8. Combined Assurance on Risk Management in the Public Sector
	Auditee
	Senior management
	Accounting officer/ authority
	Executive authority
	Audit committee
	Internal audit

	DRDLR
	Provides some assurance
	Provides some assurance
	Provides some assurance
	Provides assurance
	Provides assurance

	ALHA
	Provides some assurance
	Provides some assurance
	Provides some assurance
	Provides assurance
	Provides assurance

	DEEDS
	Provides some assurance
	Provides some assurance
	Provides some assurance
	Provides assurance
	Provides assurance

	Ingonyama Trust
	Provides some assurance
	Provides some assurance
	Provides assurance
	Provides some assurance
	Provides some assurance
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