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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 Public Works for the 2013/14 financial year.
1.3
Overview 

In terms of the Constitution of the Republic of South Africa, 1996 (Act No 108 of 1996), the President has allocated a functional mandate to the Department of Public Works. The mandate is provided for in the Government Immovable Asset Management Act (2007). The objective of the act is to ensure efficient and effective planning of immovable asset management within government, as well as to improve service delivery. The Department of Public Works is responsible for the provision of official accommodation for all national departments and all members of Parliament as well as providing construction and property management services to client departments at the national level. The department is also responsible for providing leadership for and coordinating the expanded public works programme.
The Property Management Trading Entity originates from the decision taken in 2006 by National Treasury that accommodation related costs be devolved by the Department of Public Works to client departments. The devolution of these budgets is aimed to ensure the long term sustainability of the Department of Public Works and its immovable assets as well as compliance with the Public Finance Management Act (1999), which requires that the full cost of a service be visible on each department’s budget.  

On 28 November 2005 the Department of Public Works submitted a business case for an interim mechanism for approval to National Treasury and on 14 March 2006 approval was granted for the establishment of the Property Management Trading Entity subject to certain conditions, amongst others the finalisation of the business case for the entity.  The business case was finally approved during the year under review and this has brought about significant changes in the functioning and reporting by the department and the Property Management Trading Entity respectively.   

Since inception the Property Management Trading Entity has been responsible for all property management activities which include:

· Property maintenance and capital works;

· Payment of property rates and taxes;

· Payment of municipal services on behalf of client departments;

· Recovering accommodation charges in respect of state owned property from client departments; and
· Leasing properties from private landlords to provide accommodation to client departments in the absence of suitable state owned accommodation and in turn recovering these lease instalments from client departments.
The property management activities have therefore always been performed and accounted for by the Property Management Trading Entity.  However, in line with the long term strategy to transform the PMTE into a fully-fledged property management entity, immovable assets as well as income and expenditure directly related thereto were transferred from the department to the Property Management Trading Entity during the year under review.  This move has exempted the Property Management Trading Entity from disclosing fair values of immovable assets until 31 March 2016 in line with Directive 2 issued by the Accounting Standards Board. This therefore resolved the prior year audit qualification on valuation of immovable assets reported in the department for the year ended 31 March 2013.

Additionally, with the approval of National Treasury the Property Management Trading Entity now accounts for irregular expenditure resulting from construction contracts entered into in contravention of supply chain regulations.  This was previously accounted for by client departments.  

During the year under review the Property Management Trading Entity revisited prior years’ expenditure to completely account for irregular expenditure given that completeness of irregular expenditure was qualified since 2009-10.  This accounts for the significant amount of irregular expenditure reported for the financial year ended 31 March 2014.  
Mandate of the vote

As set out in the Government Immovable Asset Management Act (2007), the Department of Public Works is mandated to be the custodian and portfolio manager of national government’s immovable assets. This includes the provision of office accommodation and expert built environment services to client departments at the national level; as well as the planning, acquiring, managing and disposing of immovable assets under the custody of the department. The department is further mandated to coordinate and provide strategic leadership in job creation initiatives through the implementation of the expanded public works programme, and to regulate the construction and property industries. 
Vision

The vision of the department is to be a world-class Public Works Department.

Mission 

The Department of Public Works (DPW) aims to promote the government’s objectives of economic development, good governance and rising living standards and prosperity by providing and managing the accommodation, infrastructure needs of national departments, by leading the national Expanded Public Works Programme and transformation of the construction and property industries. In pursuance of this objective the Department will endeavour to:

· Efficiently manage the asset life cycle of immovable assets under the Department’s custodianship;

· Provide expert advice to all three spheres of Government and parastatals on immovable assets;

· Contribute to the national goals of job creation and poverty alleviation through programme management, leading and directing of public works programmes nationally, of which the Expanded Public Works Programme (EPWP) forms an integral part; and

· Provides strategic leadership to the Construction and Property Industries.

Strategic goals
The department has identified the following strategic pillars for the current medium term expenditure period: 

· Transformation and regulation of the construction and property Industries to ensure economic growth and development
The department recognises the need to accelerate the implementation of the charters in both industries. Measures have been put in place to ensure realization of the targets in the charters.
· Efficient and effective strategic asset management 
The Department of Public Works must ensure proper planning for state owned and/or utilised immovable assets and devise specific strategies to meet the demands of users; optimize the performance of the asset portfolio to achieve the socio-economic objectives of government. 
· Job Creation 
The EPWP has a target of creating at least 1 million work opportunities over the next five years. The programme will contribute in the alleviation of unemployment and poverty through the creation of short term work opportunities, providing a modicum of training and facilitate exit strategy for the participants. Furthermore, the department will accelerate its contribution to skills development through recruiting 5000 young people on the National Youth Service in 2007 and increase this number over the medium term.
· DPW’s relationship with Sector Entities and other Stakeholders 
To consolidate strategic alignment of the programmes of public entities, client departments, and private sector institutions to those of the Department of Public Works for seamless service delivery.
· Role and relationship of the department with the other two spheres of government and parliament
To strengthen intergovernmental relations, especially between the department and the other two spheres of the government. This requires that the Department of Public Works and its regional offices are adequately resourced to foster an environment of co-operation.

1.4
Organisational structure 
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1.5   Funding

The department is primarily funded through funds appropriated in terms of the annual Appropriation Act (and the Adjustments Appropriation Act), the final appropriation for the   2013-14 amounted to R6 175 261 000 (2012-13: R7 891 248 000).  The reduction was mainly due to the devolution of property rates fund grant to provinces being phased into the provincial equitable share at the commencement of the 2013-14 financial year.
2. 
Audit opinion history

	Audit opinions
	09/10
	10/11
	11/12
	12/13
	13/14

	National Department of Public Works (DPW)
	
	
	
	
	

	Property Management Trading Entity (PMTE)
	
	
	
	
	

	Independent Development Trust (IDT)
	
	
	
	
	

	Council for the Built Environment (CBE)
	
	
	
	
	

	Construction Industry Development Board (CIDB)
	
	
	
	
	

	Qualification areas
	
	
	
	
	

	· Completeness of Irregular Expenditure 

(DPW 09-10 to 12-13 and PMTE since 09-10)
	X
	X
	X
	X
	X

	· Operating lease expenditure (PMTE)
	
	
	
	X
	X

	· Lease commitments 

(DPW 10-11 to 11-12 & PMTE since 10-11)
	
	X
	X
	X
	X

	· Lease assets/liabilities (PMTE)
	
	
	
	X
	X

	· Accruals (PMTE)
	
	
	
	X
	X

	· Prepayments (PMTE)
	
	
	X
	
	X

	· Provisions (PMTE)
	
	
	
	
	X

	· Other income – tender deposits (IDT)
	
	
	
	
	X

	· Leave pay accrual (IDT)
	
	
	
	
	X

	· Funds due from programme principals (IDT)
	
	
	
	
	X

	· Immovable assets (DPW)
	X
	X
	X
	X
	

	· Completeness of Fruitless and Wasteful Expenditure 

(PMTE 10-11 to 12-13/DPW only 11-12)
	
	X
	X
	X
	

	· Receivables (DPW 11-12/PMTE 08-09 to 12-13)
	X
	X
	X
	X
	

	· Revenue (PMTE)
	X
	X
	X
	X
	

	· Commitments 

(PMTE 10-11 & 11-12/DPW 11-12 & 12-13)
	
	X
	X
	X
	

	· Retention liability (PMTE)
	
	
	
	X
	

	· Related party transactions 

· (DPW 11-12/PMTE 09-10 to 11-12)
	X
	X
	X
	
	

	· Contingent assets (PMTE)
	
	
	X
	
	

	· Payables (PMTE)
	X
	X
	X
	
	

	· Expenditure (DPW since 10-11/PMTE since 09-10)
	X
	X
	X
	
	

	· Bank overdraft (PMTE)
	
	X
	
	
	

	· Contingent liabilities (PMTE & DPW 10-11)
	
	X
	
	
	

	· Restatement of comparative amounts (PMTE)
	
	X
	
	
	

	· Public-private partnership (PPP) (DPW)
	
	X
	
	
	

	Other matters
	
	
	
	
	

	· Predetermined objectives
	
	
	
	
	

	National Department of Public Works
	X
	X
	X
	X
	X

	Property Management Trading Entity
	Does not report separately, forms part of annual performance report of the department

	Independent Development Trust
	X
	X
	X
	X
	

	Council for the Built Environment
	X
	X
	X
	
	

	Construction Industry Development Board
	X
	X
	X
	
	

	· Compliance with laws and regulations
	
	
	
	
	

	National Department of Public Works
	X
	X
	X
	X
	X

	Property Management Trading Entity
	X
	X
	X
	X
	X

	Independent Development Trust
	
	X
	X
	X
	X

	Council for the Built Environment
	X
	X
	X
	X
	X

	Construction Industry Development Board
	
	X
	X
	X
	X

	· Material underspending of budget
	
	
	
	
	

	National Department of Public Works
	
	X
	X
	X
	X

	AUDIT OPINION LEGEND



	 
	UNQUALIFIED with findings on PDO and Compliance

	 
	QUALIFIED AUDIT OPINION (with findings)

	 
	DISCLAIMER OF AUDIT OPINION


2.1 Qualification matters 

2.1.1
Property Management Trading Entity – Qualified audit opinion
· Irregular expenditure

We were unable to obtain sufficient appropriate audit evidence to determine whether irregular expenditure was fairly stated in the financial statements as the entity did not have an adequate system for identifying and recognising all irregular expenditure. 
In addition irregular expenditure was incorrectly recorded based on actual payments instead of when the transaction, condition or event linked to the non-compliance was recognised as expenditure in accordance with the South-African Standards of GRAP.
Irregular expenditure amounted to R34 417 205 000 (2013-14:  Restated at R3 848 600 000) it is however very important to note that, as highlighted earlier in the document, the Property Management Trading Entity revisited prior years’ expenditure during the year under review to identify irregular expenditure previously undisclosed.  A significant portion of irregular expenditure thus relates to prior financial years.  
It should further be noted that the Property Management Trading Entity incurs the following expenditure on behalf of other departments/entities however the irregular expenditure is reflected in their financial statements:

· Property maintenance and capital works;

· Lease expenditure to private landlords to provide accommodation to client departments in the absence of suitable state owned accommodation.

Root cause:

Non-compliance with supply chain management prescripts, largely due to poor procurement planning.  Different interpretations on the Treasury guideline on irregular expenditure, management interpreted it that irregular expenditure has to be accounted for on accrual basis only in the 2014-15 financial year whereas in fact it had to be accounted for on that basis already in 2013-14.
Recommendation:

Refer to recommendations included in section 3.2 on supply chain non-compliance.

· Operating leases
Operating leases at the PMTE were qualified due to discrepancies between the signed lease agreements and the manual lease schedules that were used for preparation of the financial statements.
We were therefore unable to satisfy ourselves as to the fair presentation of the following items in the financial statements:

Operating lease assets and receivables

· Operating lease assets stated at R886 212 000 (2013: R807 852 000) in note 6.1 

· Prepaid expenses stated at R559 081 000 (2013: R752 561 000) in note 3

· Operating lease asset commitments stated at R7 235 528 000 (2013: R7 383 331 000) in disclosure note 6.1

Operating lease expenditure and associated liabilities

· Operating lease liabilities stated at R847 349 000 (2013: R809 658 000) in note 6.2 

· Operating lease expenditure stated at R3 346 389 000 (2013: R3 158 730 000) in note 20

· Provisions stated at R2 211 377 000 (2013: R1 741 624 000) in note 16

· Operating lease commitments stated at R7 128 905 000 (2013: R7 407 717 000) in disclosure note 6.2

Root cause:

Inadequate processes and controls surrounding lease management.  Inaccurate information captured on the Property Management Information System (PMIS) when compared to lease agreements and the functionality of the PMIS does not enable effective lease management.

Recommendation:

Implementation of lease module of the iE-Works system (the proposed new system to be implemented for immovable asset management).

Performing a full reconciliation of all information contained on the information system (PMIS currently) with the actual manual signed lease agreements to ensure accuracy of data.

Ensure that accurate amounts are being paid over to landlords on a month to month basis.

· Accruals
PMTE was qualified on accruals as the entity did not have adequate systems to identify and record outstanding payments for goods and services received but not yet paid at year end.

Root cause:

No accrual accounting information system.  The manual system currently in place is not functioning properly.

Recommendation:

Finalisation of procurement and implementation of accrual accounting information system.

2.1.2
Independent Development Trust – Qualified audit opinion

· Other income
The IDT was qualified on other income due to the inability to obtain sufficient appropriate audit evidence that management had properly charged and accounted for all tender deposits stated at R5 812 000 in note 8 on Other Income in the financial statements.

Root cause:

IDT was qualified on other income as the entity did not have adequate systems to identify and record all tender deposits.
Recommendation:

· Tender deposit reconciliations must be done on all tenders throughout the year.

· Proper record keeping procedure must be implemented and adhered to. 

· Proper filing system and storage system should be implemented to ensure safe keeping and proper filing off all records.

· Leave pay accrual 
The system of control did not ensure the accuracy of employee leave records at the IDT, thus there were no satisfactory audit procedures that could be performed to obtain reasonable assurance that all outstanding employee leave balances were correctly accounted for at the financial year-end.  The leave pay accrual was stated at R14 307 000 in note 25 to the financial statements.

Root cause:

IDT was qualified on leave pay accrual as the entity did not have an adequate system that were aligned to their leave policy, to record all leave taken.

Recommendation:

Implement a system that does not allow employees to take leave when no leave is available and forfeit leave if not taken within the specified period as determined in line with the leave policy.  Monthly leave reconciliation of leave files with the leave system in line with the lave policy.

· Funds due from programme principals (Departments / entities on which behalf PMTE implements projects)
The absence of accurate and complete underlying accounting records resulted in a qualification on funds due to IDT from programme principals.  We were thus unable to determine whether the IDT should have accounted for funds due from programme principals which they have reflected as being R0 in note 21.
Root cause:

IDT was qualified on Funds due from programme principals due to poorly planned system upgrade which only took place in the last quarter of the financial year and due to the new upgrade the underlying accounting records of the account could not be reconciled to the financial statements.

Recommendation:

Implement adequate controls for the prevention and detection of un-posted transactions in sub-ledgers to main ledger.

3. Key focus areas  
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3.1 Predetermined objectives

	Entity
	Finding
	Root Cause
	Recommendation

	National Department of Public Works (DPW)
	Reliability of information

Programme 3:  Expanded Public Works Programme (EPWP)
Adequate and reliable corroborating evidence could not be provided for 31% of the targets to assess the reliability of the reported performance information.  


	This was due to the absence of guidelines on document retention and records management for the EPWP programme as well as a lack of oversight in ensuring that payments are only made to valid beneficiaries.
	Guidelines on document retention must be strengthened and records management for the EPWP programme and strictly monitor and control implementation thereof.  Oversight must be improved to ensure that EPWP payments are only made to valid beneficiaries.  The portfolio of evidence supporting information contained in quarterly performance reports must be reviewed by internal audit.


3.2 Supply chain management (SCM) 

	Entity
	Finding
	Root cause
	Recommendation

	Expenditure management
	Ineffective oversight and monitoring by leadership.

Lack of timeous disciplinary action against transgressors.  In the case of DPW/PMTE there is insufficient capacity to immediately investigate all reported irregularities.

Supply Chain Management policy and procedures not continuously updated.  
No formal records management policy/procedure to ensure proper retention of all documentation relating to bids/quotes.

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

Timeous action not taken to rectify non-compliance matters pertaining to SCM reported in the 2012-13 audit report.

Undue pressure is placed on the officials of the department to procure prestige assets and events within certain time frames. The latter results in procurement being classified as “urgent” and SCM procedures not being followed.
	Enhancing of oversight and monitoring functions in respect of SCM, zero tolerance towards non-compliance.  The monitoring role should be focused on ensuring that all Supply Chain Management laws and regulations have been followed prior to procurement being finalised.  Thus preventing irregular expenditure.

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

Record keeping and retention must be improved, specifically at PMTE and IDT.  
Compliance to all relevant SCM laws and regulations must be confirmed prior to finalisation of procurement transactions.   

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

Monthly deviations report for DPW and PMTE Head Office to be reviewed by senior management and immediate corrective action to be taken in instances where unjustified deviations are occurring.

High level discussions to be held to resolve the timelines surrounding prestige procurement.

Policies and procedures with regards to prestige procurement must be reviewed and updated and must include guidelines on reasonable costs to be incurred for prestige activities, this exercise must include the updating of the Ministerial Handbook.

With regards to investigations leadership should monitor progress on ongoing/long outstanding matters on at least a monthly basis.

Timeous disciplinary action must be taken as per recommendations on completed reports. 

Cognisance is taken of the large volume of alleged irregularities at DPW/PMTE however leadership must continue on the drive to ensure that the investigative capacity in internal audit is sufficiently staffed to enable them to address these investigations in a timely manner.

Follow-up and finalisation of new dispensation on lease procurement in conjunction with National Treasury.

All construction contracts entered into must be registered with CIDB without fail.

	DPW / PMTE / IDT / CIDB
	The accounting officer did not take effective steps to prevent irregular expenditure, as required by section 38(1)(c)(ii) and 51(1)(b)(ii) of the PFMA and Treasury Regulation (TR) 9.1.1.
	
	

	Consequence management
	
	

	DPW / PMTE
	Effective and appropriate disciplinary steps were not in certain instances taken against officials who made or permitted irregular expenditure as required by section 38(1)(h)(iii) of the PFMA and TR 9.1.3.
	
	

	DPW / PMTE
	Some allegations of corruption, improper conduct or failure to comply with the SCM system were not yet investigated as required by Treasury Regulation 16A9.1(b).
	
	

	CIDB
	Sufficient appropriate audit evidence could not be obtained that effective and appropriate disciplinary steps had been taken against officials who incurred or permitted irregular expenditure in the prior year, as required by section 51(1)(e)(iii) of the PFMA.
	
	

	CIDB
	Investigations were not conducted into allegations of financial misconduct by officials in the prior year, as required by TR 33.1.1.
	
	

	Procurement and contract management
	
	

	DPW
	A contract was awarded to a bidder who did not submit a declaration on whether it is employed by the state or connected to any person employed by the state, which is prescribed in order to comply with Treasury regulation 16A8.3.
	
	

	DPW / PMTE
	Sufficient appropriate audit evidence could not be obtained that all contracts and quotations
 were awarded in accordance with the legislative requirements as the department did not implement proper record keeping in a timely manner to ensure that complete, relevant and accurate information was accessible and available to evaluate compliance.
	
	

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

	PMTE
	Goods and services of a transaction value of above R500 000 were in certain instances procured without inviting competitive bids, as required by TR 16A6.1.  A number of deviations were approved even though it was not impractical to invite competitive bids, in contravention of Treasury Regulation 16A6.4.
	
	

	PMTE
	Sufficient, appropriate audit evidence could not be obtained that invitations for competitive bidding were always advertised in the government tender bulletin as required by Treasury Regulation 16A6.3(c)
	
	

	PMTE
	Invitations for competitive bidding were not always advertised for a required minimum period of 21 days, as required by Treasury Regulation 16A6.3(c).
	
	

	PMTE
	Construction projects were not always registered with the Construction Industry Development Board (CIDB), as required by section 22 of the CIDB Act and CIDB regulation 18.


	
	

	IDT
	Sufficient and appropriate audit evidence could not be obtained that goods, works and services were procured through a procurement process which is fair, equitable, transparent and competitive as required by the PFMA section 51(1)(a)(iii).
	
	


3.3 Human resource management


	Entity
	Finding
	Root Cause
	Recommendation

	National Department of Public Works (DPW)
	Claims in candidates' applications for posts were not in all instances verified before appointment as required by Public Service Regulation 1/VII/D.8.         
	Proper processes not in place to ensure that the verification process takes place in cases of all appointments.
	Prior to any employee being appointed, wheter permanently or on contract basis, a criminal record and financial/asset record check must be performed.  

	
	Human resource planning, based on the strategic plan for the department with a view to meeting the human resource needs, was not completed and approved for the year under review as the process was ongoing.  Thus contravening Public Service Regulation 1/III/B.2(d).
	The HR plan was not completed prior to year-end as it was still in the review process as part of the turn-around strategy.
	This matter has been resolved as the plan was approved after year-end.

	
	Appointments were not only made in posts that were approved and funded as required by Public Service Regulation 1/III/F.1(a) and (d).
	The department has not adequately prioritised the filling of funded vacant posts but have instead in numerous instances appointed candidates additional to the establishment on short term contracts.  This has in turn resulted in there now being insufficient funds available to fill these funded vacant posts. 
	All PSR requirements should be adhered to when employees are appointed by management.

	
	Funded vacant posts were not filled within 12 months as required by Public Service Regulation 1/VII/C.1A.2.
	
	The department should enhance their efforts to fill funded vacant posts within the required time frames.  The focus should be on permanently filling vacant posts with suitably skilled candidates instead of following a short term solution by appointing officials on contract additional to the establishment.


3.4 Information technology (IT) controls

	Entity
	Finding
	Root Cause
	Recommendation

	National Department of Public Works and the PMTE
	Monthly restoration and testing of backups was not performed.
	Lack of commitment to resolve weaknesses identified on the IT environment.  This is partly due to the expectation that new IT systems would be implemented however this has not transpired as planned.
	Management should ensure that its action plan to improve the audit outcomes addresses deficiencies in IT controls in sufficient detail.  Implementation of corrective action against deadlines should be monitored by leadership.
IT Policies should be updated and revised where needed to ensure that deficiencies in user account management and security are addressed.
Urgent action should be taken to improve controls with regard to PMIS whilst it is still being used. New system (iE-works) to be fully implemented without further delay, if iE-works is no longer considered a solution leadership in the department must take alternative action to ensure the presence of an appropriate information system that caters for effective immovable asset management.

	
	The Chief Director: Information Services was vacant for some part of the financial year, which led to the security management policies, user management policies and disaster recovery plan not being approved at the appropriate level of management. 
The following resulted: 

- Inadequate password policy as it omitted keys aspects.

- The current backup policy did not specify the frequency of backup restoration testing;

- System limitations on the Property Management Information System (PMIS) and Works Control System (WCS) prevented the logging of the activities performed by users on the application.

- Procedures had not been defined in the user account management policies and procedure to ensure that user access on the non-transversal systems would be reviewed. 

- The human resource department did not always inform the system administrators of terminations, which led to the user accounts of former employees not being revoked on the applications.
	
	

	IDT
	The following control deficiency were identified around the IT systems in place at the entity:

- The IDT had not developed a formal policy and procedure that incorporates the review of patch management process, password settings and monitoring of domain administrators. In addition, there was lack of monitoring of IT Security Policies and procedures. 

- Periodic reviews of users and administrator activities were not performed due to lack of a formal policy and procedure that incorporates the monitoring of user activities on the network, Great Plains and HR Focus application systems.

- Terminated users were not following the process mentioned on the IT policy as management had not yet created a user exit form.  

- The IDT network and firewall procedures, rules and configurations are not formally defined, approved and implemented. Furthermore, firewall logs should be reviewed regularly to detect potential and/or actual security breaches. 

- There was lack of backup and recovery procedure and an updated disaster recovery plan, and the appropriate testing of the plan was not carried out under the current period of our review. 
	Lack of design and implementation of formal controls over IT systems to ensure the reliability of the systems and the availability, accuracy and protection of information.
	Management at IDT should formulate and implement a comprehensive action plan to deal with deficiencies identified in the IT environment.


3.5 Material errors/ommissions in submitted annual financial statements (AFS)
	Entity
	Finding
	Root Cause
	Recommendation

	National Department of Public Works (DPW) 
	The financial statements submitted for auditing were not fully prepared in accordance with generally recognised accounting practice as prescribed by National Treasury as required by section 40(1)(b) of the PFMA.
	A complete set of financial statements are not being prepared on a regular basis.

Lack of adequate review of AFS prior to submission for audit purposes.

With respect to the PMTE, the accounting system currently being utilised does not facilitate accrual accounting in line with GRAP, there are inadequate compensating manual controls in place.
	Adequate systems should be implemented, including manual systems where information is not readily available from information systems, to enable the preparation of accurate and complete financial information throughout the year.
These AFS should be reviewed by the governance structures i.e. management (CFO), internal audit and audit committee throughout the year and with intensified effort for the financial statements submitted for auditing. 

A formal process and timelines should be in place for preparation of year-end financial statements to enable sufficient time for adequate reviewing processes.

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

	Property Management Trading Entity (PMTE)
	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.

The uncorrected material misstatements and supporting records that were not provided form the basis for the qualified opinion on the financial statements.
	
	

	Independent Development Trust (IDT)
	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 55(1) (a) and) (b) of the PFMA. Material misstatements of non-current assets, revenue, liabilities, disclosure items identified by the auditors in the submitted financial statements were subsequently corrected, but the uncorrected material misstatements and supporting records that could not be provided resulted in the financial statements receiving a qualified audit opinion.
	Inadequate monitoring by supervisors resulted in material misstatements in the financial statements.  During the year under review the IDT implemented a new information system, this process was not properly monitored to ensure the accurate migration of data in certain instances and this also contributed to material misstatements identified.
	

	Construction Industry Development Board (CIDB)
	The financial statements submitted for auditing were not fully prepared in accordance with the prescribed reporting framework as required by  section 55 (1)(b) of the PFMA. Material misstatements of the cash flow statement identified by the auditors were subsequently corrected, resulting in the financial statements receiving an unqualified audit opinion.
	The accounting authority did not exercise effective oversight in ensuring that the financial statements were complete and accurate.

Management did not adequately review the financial statements for completeness and accuracy prior to its submission for audit purposes.
	

	Council for the Built Environment (CBE)
	The financial statements submitted for auditing were not fully prepared in accordance with the prescribed reporting framework as required by  section 55 (1)(b) of the PFMA. Material misstatements of revenue, employee cost and the statement of comparison of budget and actual amounts identified by the auditors were subsequently corrected, resulting in the financial statements receiving an unqualified audit opinion.
	Management has not established the required controls to ensure complete and accurate financial statements.
	


3.6 Other non-compliance

	Entity
	Finding
	Root Cause
	Recommendation

	Revenue management

	PMTE
	Iimmovable state property was not let at market-related tariffs ( required by TR 16A7.4).
	PMTE has not defined what they consider to be “market-related” values/tariffs.

Lack of monitoring and oversight to ensure compliance.

Lack of corrective action as this matter was previously reported as well.
	PMTE must conclude market research and document its conclusions in respect of what they consider to be market related values and tariffs.  Corrective action to be taken in response to results of aforementioned research.
Monitoring and oversight should be enhanced to ensure compliance.

	PMTE
	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).
	Lack of adequate debtor management systems in place since inception of PMTE, this has resulted in disputes regarding monies due to the entity which hampers collectibility.
Lack of oversight and corrective action for non-compliance.
	Progress has been noted in this area however leadership should continue to monitor implementation and progress in resolving this matter at least on a monthly basis to ensure that non-compliance is not reported in the upcoming financial period.

	IDT
	The accounting authority did not take effective steps to collect all money due, as required by section 51(1)(b)(i) of the PFMA and Treasury Regulation 31.1.2(a) and 31.1.2(e)
	Management did not take adequate steps to recover all revenue due to them.
	Management should reinforce the controls over revenue management to ensure that they recover all revenue due.

	Expenditure management

	PMTE / IDT 
	The accounting officer/authority did not take effective steps to prevent fruitless and wasteful expenditure, as required by section 38(1)(c)(ii) and 51(1)(b)(ii) of the PFMA and Treasury Regulation (TR) 9.1.1.
	Ineffective monitoring controls in place to prevent the occurrence of fruitless and wasteful expenditure.
	Consequence management must be enhanced to dissuade the incurrence of fruitless and wasteful 

For PMTE the bulk of fruitless and wasteful expenditure consists of lease payments made for unoccupied buildings.  Regular inspections must be performed to ensure that all leased premises are still being occupied to avoid such fruitless and wasteful expenditure.

	Strategic planning

	PMTE
	The accounting officer of the Department of Public Works did not formulate a policy and reporting framework for the head of the trading entity in accordance with the requirements of Treasury Regulation 19.3.1.
	The business case has now been finalised however the policy and reporting framework envisioned by TR 19.3.1 was not finalised by year-end.
	Policy and reporting framework to be finalised without delay.

	Internal audit

	DPW
	The internal audit function did not assess the operational procedure and monitoring mechanisms over all transfers made and received, including transfers in terms of the annual Division of Revenue Act, as required by Treasury Regulation 3.2.8.
	This is a repeat audit finding, thus although there is a capacity shortage internal audit should have prioritised an audit of EPWP for the financial year ended 31-03-2014.
	An EPWP internal audit must be performed and concluded by 31 March 2015.

	Asset management and liability management

	PMTE
	The entity’s main bank account was overdrawn throughout the reporting period, in contravention of Treasury Regulation 19.2.3.
	Refer to financial health section

	Performance management

	DPW
	Effective, efficient and transparent systems of risk management and internal control with respect to performance information and management was not maintained as required by section 38(1)(a)(i) of the PFMA.
	Finding reported in previous three years and not yet resolved, thus audit action plan not adequate and not being implemented.

The manual system currently in place to monitor the progress made towards achieving goals, targets and core objectives is not being adequately implemented by all users.
	The department should implement manual or electornic systems which will monitor the progress of achieving the set targets.  The process must be documented in a comprehensive policy and procedures which must be consistently applied across the board.  It should be ensured that the latter deals with the issue surrounding documentation safeguarding and retention.

Internal audit should focus on this area.


3.7 Financial health status

	Entity
	Finding
	Root Cause
	Recommendation

	National Department of Public Works (DPW)
	As disclosed in the appropriation statement, the department has materially underspent the budget on programme 2, immovable asset management, to the amount of R104 981 000.  As a consequence, the department’s objectives of infrastructure delivery were not fully achieved.


	As reported in the note to the appropriation statement the underspending is due to delays in implementing infrastructure projects.
	Adequate planning and project management should be implemented by management to ensure funds earmearked are spend in the budget year.  
DPW must devise and implement an effective strategy to eliminate non-performance by contractors.  

The department must ensure that there are enough project managers to ensure that projects are implemented within deadlines and to the appropriate quality standards.

	Property Management Trading Entity (PMTE)
	Material impairments:

As disclosed in note 3 to the financial statements, potential losses of R649 000 000 were incurred as a result of impairments of irrecoverable trade debtors.

Going concern:

Note 1.5 to the financial statements indicates that as of 31 March 2014, the PMTE had a bank overdraft of R433 000 000 and the current liabilities exceeded the current assets.
	Late/non-recovery of amounts owing to PMTE since inception.
	An in-depth analysis should be performed to determine why the PMTE is still in an overdraft position at present.

Processes surrounding receivables should be improved and the PMTE must try and recover outstanding debts by all means possible.

The procurement of a new billing system enabling effective debtor management, which has been planned for a long time, must be finalised without delay.
The overdraft status must be monitored on at least a monthly basis to curb the further escalation thereof.

The PMTE should consider billing client departments in advance instead of recovering expenditure afterwards.

	IDT
	Although an improvement has also been noted at the IDT, certain material unfavourable indicators with regards to financial health remain.  These include underspending of the capital budget, delayed creditor payment and debtor collection periods and the entity being over leveraged with creditors as a percentage of cash and cash equivalents being 330%.  National Treasury approved three R50 million transfer payments to be received by IDT over a period of three years which commenced during the year under review.  
	Although progress has been made to resolve IDT’s going concern issues this could not be eradicated within the year.
	Consistent monitoring and continuous effort to improve state of financial affairs at IDT.
The legal status and funding model to of the IDT should be finalised as soon as possible.


4. Drivers of internal controls 
	
	Drivers of internal control

	
	Leadership
	Financial and performance management
	Governance

	Department or entity
	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
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	IDT
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	CIDB
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	CBE
	
	
	
	
	
	
	
	
	
	
	
	
	
	


5. Portfolio Committee commitments

The previous committee committed to monitoring the progress of the turnaround strategy at DPW and PMTE, including the following: finalisation of the PMTE business case; implementation of iE-Works and an accrual accounting system for PMTE; status of disciplinary action where unauthorised, irregular, fruitless and wasteful expenditure was not prevented; preparation of regular financial statements and the capacitation of governance functions.  The committee also committed to monitor going concern issues at PMTE and IDT.  These commitments were in progress when the committee’s term came to an end.

Commitments to be considered by the committee:

· Implementation of audit action plans by portfolio to resolve matters included in audit reports issued for 2013-14, in particular for the Property Management Trading Entity and the Independent Development Trust who received qualified audit opinions.  Particular attention should also be paid to the reliability of actual achievements reported on the Expanded Public Works Programme.

· Implementation of appropriate information systems at DPW and PMTE, including:

· Following up the current status of implementation of iE-Works (the new system envisioned for immovable asset management) and whether this system will still be sufficient given that it has been in the development stage for a number of years now.

· Urgent implementation of an appropriate accrual accounting and billing system at PMTE which will eliminate manual processes currently required to compile accrual based financial statements.

· Continuously monitoring the actions being taken by leadership in the portfolio to prevent irregular expenditure, including progress made on investigating alleged irregular transactions at the department and PMTE to eliminate the back-log that currently exists and the status of disciplinary action where unauthorised, irregular, fruitless and wasteful expenditure was not prevented.

· Effectiveness of internal audit in contributing to clean administration in the portfolio.

· Monitoring management’s actions to resolve issues regarding financial health at the PMTE and IDT.  
· Monitoring spending on infrastructure at the Department of Public Works and how it links to actual delivery of infrastructure projects.

6. Combined assurance model

Please refer to slide 13.
7. Other matters of interest
6.1
Unauthorised expenditure

	Auditee
	Unauthorised expenditure

	
	Movement
	Amount
R
2014
	Amount
R
2013

	1
	Department of Public Works
	[image: image3.png]



	R6 215 000
	R166 371 000


6.2
Fruitless and wasteful expenditure

	Auditee
	Fruitless and Wasteful expenditure

	
	Movement
	Amount
R
2014
	Amount
R
2013

	1
	Department of Public Works
	[image: image4.png]



	R 130  000
	R4 313 000

	2
	Property Management Trading Entity
	 SHAPE  \* MERGEFORMAT 



	R16 186 000
	R15 217 000

	3
	Independent Development Trust
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	R70 000
	R708 000

	4
	Construction Industry Development Board
	 SHAPE  \* MERGEFORMAT 



	R185 000
	R4 000


6.3
Irregular expenditure

	Auditee
	Fruitless and Wasteful expenditure

	
	Movement
	Amount
R
2014
	Amount
R
2013

	1
	Department of Public Works
	[image: image8.png]



	R152 052  000
	R583 320 000

	2
	Property Management Trading Entity
	 SHAPE  \* MERGEFORMAT 



	R6 214 055 000
	R2 404 313 000

	3
	Independent Development Trust
	 SHAPE  \* MERGEFORMAT 



	R 4 789  000
	-

	4
	Construction Industry Development Board
	[image: image11.png]



	R5 955 000
	R7 785 000

	5
	Council for the Built Environment
	 SHAPE  \* MERGEFORMAT 



	R 352 000
	-


8. Other reports

Investigations

Department of Public Works and the Property Management Trading Entity

· Numerous internal allegations, mainly relating to transgressions with respect to supply chain management, potential fraud and financial misconduct are being investigated on an ongoing basis. 

· An ongoing investigation is being conducted to probe the alleged abuse of urgent and emergency procurement as well the utilisation of sole suppliers. The investigation aims to establish whether there was collusion between officials and service providers and to determine any reckless spending of funds. The investigation is being conducted in phases, with 19 investigations underway of which 15 have been finalised and are in the reporting process.  The department is instituting disciplinary action in respect of the finalised reports on an ongoing basis.

· An investigation has been conducted by the Public Protector to probe allegations of the misappropriation of public funds by the Department of Public Works in respect of the installation and implementation of security measures at the President's private residence at Nkandla.  The report was released on 19 March 2014.

· In addition to the abovementioned, a proclamation - No. R. 59 of 2013 - was approved on 20 December 2013 by the president for the Special Investigating Unit to also probe the allegations relating to the prestige project involving the security upgrading of the private residence of the President situated at Nkandla, KwaZulu-Natal.

Construction Industry Development Board
· During the year, the CIDB instituted an investigation into the registration of contractors at the CIDB. The investigation was still in progress at the date of this report.

Independent Development Trust

· An investigation was conducted by an independent consulting firm on request by the IDT. The investigation was initiated based on allegations of possible fraud around the supply chain management process and programme expenditure, which has been concluded and necessary action has been taken by management.

· There are four investigations in progress. Three of which are being conducted by internal audit, and the remaining one are being investigated by the public protector, these investigations were initiated based on allegation of possible fraud around the supply chain management and programme expenditure. 
Performance audit

A performance audit was concluded on the Department of Public Works’ readiness to fulfil its performance oversight roles and responsibilities. The report will be tabled in due course.

PC 
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Finance



				Number		Auditee		Type		Province		Audit outcome
2011-12						Audit outcome
2010-11						2011-12
 Financial statement qualification areas																2011-12
 Findings on predetermined objectives										2011-12
 Findings on areas of non-compliance																								2011-12 Findings on U,I, F&W expenditure		2011-12 Findings on specific focus areas						2011-12
 Findings on audit committees								2011-12
 Findings on root causes

												Audit opinion		Predetermined objectives		Compliance with laws and regulations		Audit opinion		Predetermined objectives		Compliance with laws and regulations		Non-current assets		Current assets		Liabilities		Capital and reserves		Other disclosure items		Revenue		Expenditure		Unauthorised, irregular, and fruitless and wasteful expenditure		Reported information not useful		Reported information not reliable		Information not submitted in time for audit		No annual performance report		Other non-compliance with related legislation		AFS subject to material misstatement		Other annual financial statements and annual report findings		Asset management		Budgets		Expenditure management		Internal audit		Revenue management		Strategic planning and performance management		Transfer and conditional grants		Procurement management		HR management		Other				Procurement and contract management		HR management and compensation		IT controls		Audit committee in place		Non-compliance with legislation		Impact on audit outcome		Interaction with executive		Key officials lacking minimum competencies and skills		Lack of consequences for poor performance and transgression		Slow response to AGSA message and not taking ownership of key controls

				Departments

				1		National		MM		Nat				1		1		Disclaimer		1		1		R		N		0		0		N		R		0		R		1		1		0		0		1		1		1		1		1		1		0		1		1		1		1		1		0		1		1		1		1		1		0		0		1		1		1		1

				2		Provincial		MM		EC		Financially unqualified with findings		0		1		Financially unqualified with findings		1		1		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		1		0		1		0		0		0		0		1		1		0		1		1		1		1		1		1		1		1		0		1		1

				3		Provincial		MM		FS		Disclaimer		1		1		Disclaimer		1		0		N		R		N		0		N		N		N		R		1		1		0		0		1		1		1		1		1		1		0		1		1		0		1		0		0		1		1		1		1		1		0		0		1		1		1		1

				4		Provincial				GP														R		N		N				R		N		R		R

				5		Provincial		MM		Kzn		Qualified		1		1		Qualified		1		1		0		R		N		0		0		N		R		0		1		0		0		0		0		1		0		0		0		0		0		1		0		0		1		0		0		1		1		1		1		1		1		0		1		1		1		0

				6		Provincial		MM		LP		Financially unqualified with findings		1		1		Financially unqualified with findings		0		1		0		0		0		0		0		0		0		0		1		0		0		0		0		1		0		0		0		0		1		0		0		0		1		1		0		1		1		0		1		1		1		1		1		0		1		0

				6		Provincial		MM		MP		Financially unqualified with findings		1		1		Financially unqualified with findings		1		1		0		0		0		0		0		0		0		0		1		1		0		0		1		1		0		0		1		1		1		0		1		0		1		0		0		1		1		1		1		1		1		1		1		0		1		0

				7		Provincial				NC

				8		Provincial		MM		NW		Financially unqualified with findings		0		1		Financially unqualified with findings		1		1		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		1		0		0		1		1		1		1		1		1		1		1		0		1		0

				9		Provincial		MM		WC		Financially unqualified with findings		0		1		Financially unqualified with no findings		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		1		0		0		1		1		0		1		1		1		1		1		0		1		1

				Public entities

				10		Development Bank		DM		EC		Disclaimer		1		1		Disclaimer		1		1		1		1		1		1		1		1		1		1		1		1		0		0		1		1		1		1		1		1		1		1		0		0		1		0		0		1		1		1		1		1		0		0		1		1		1		1

				11		Land and Agricultural Develoment Bank		DM		EC		Financially unqualified with findings		1		1		Qualified		1		1		0		0		0		0		0		0		0		0		0		1		0		0		0		1		1		1		0		0		0		0		0		1		1		0		0		1		1		1		1		1		1		1		1		0		1		0

				12		Accouting standards Board		DM		EC		Financially unqualified with findings		0		1		Financially unqualified with findings		1		1		0		0		0		0		0		0		0		0		0		0		0		0		0		1		0		0		0		1		0		0		0		0		1		0		0		1		1		0		0		1		1		1		1		0		1		0

				13		Financial Services Board		DM		EC		Disclaimer		1		1		Disclaimer		1		1		0		1		1		0		1		1		1		1		1		1		0		0		0		1		0		1		0		1		0		1		0		0		1		0		0		1		1		1		1		1		1		0		1		1		1		1

				14		IRBA		DM		EC		Financially unqualified with findings		0		1		New consolidation		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		1		0		0		0		0		0		0		0		1		0		1		1		1		1		1		1		0		0		0

				15		Offices of the Ombudsman for Financial Services		DM		EC		Adverse		1		1		Qualified		1		1		1		1		0		1		1		1		1		1		1		1		0		0		1		1		1		1		1		1		1		1		0		1		1		1		0		1		1		1		1		1		1		0		0		1		1		1

				16		Offices of the Pesnion Funds Adjudicator		DM		FS		Financially unqualified with findings		1		1		Financially unqualified with findings		1		1		0		0		0		0		0		0		0		0		1		0		0		0		1		1		0		0		1		0		0		0		1		0		1		0		0		0		1		1		1		1		0		0		0		1		0		0

				17		South African Revenue Services		DM		FS		Financially unqualified with findings		1		1		Financially unqualified with findings		1		1		0		0		0		0		0		0		0		0		1		1		0		0		1		1		0		0		0		0		1		1		0		0		1		1		0		1		1		1		1		1		0		0		0		0		1		1

				18		The Co-operative Banks Development Agency		DM		FS		Financially unqualified with findings		1		1		Financially unqualified with findings		1		1		0		0		0		0		0		0		0		0		1		1		0		0		1		1		0		0		0		1		0		0		1		0		0		0		0		1		1		1		0		1		1		0		0		0		1		1

				19		Public Investment Corporation Limited		DM		FS		Financially unqualified with findings		0		1		Financially unqualified with findings		1		1		0		0		0		0		0		0		0		0		0		0		0		0		1		1		0		0		0		0		1		0		0		0		1		0		0		1		1		1		1		1		0		0		0		1		1		0

				20		Sasria Limited		DM		FS		Financially unqualified with findings		0		1		Qualified		1		1		0		0		0		0		0		0		0		0		0		0		0		0		1		1		0		0		0		1		1		0		0		0		1		0		0		1		1		1		1		1		0		0		0		1		0		0



										Legend						Financially unqualified with no findings																						Financially unqualified with findings																		Qualified																Adverse

																Disclaimer																						Audit not finalised at legislated date																		New / closed																Finding









Sheet1



				Number		Auditee		Type		Province		Audit outcome
2011-12		Audit outcome
2010-11						2011-12
 Financial statement qualification areas																2011-12
 Findings on predetermined objectives										2011-12
 Findings on areas of non-compliance																								2011-12 Findings on U,I, F&W expenditure		2011-12 Findings on specific focus areas						2011-12
 Findings on audit committees								2011-12
 Findings on root causes

												Audit opinion		Audit opinion		Predetermined objectives		Compliance with laws and regulations		Non-current assets		Current assets		Liabilities		Capital and reserves		Other disclosure items		Revenue		Expenditure		Unauthorised, irregular, and fruitless and wasteful expenditure		Reported information not useful		Reported information not reliable		Information not submitted in time for audit		No annual performance report		Other non-compliance with related legislation		AFS subject to material misstatement		Other annual financial statements and annual report findings		Asset management		Budgets		Expenditure management		Internal audit		Revenue management		Strategic planning and performance management		Transfer and conditional grants		Procurement management		HR management		Other				Procurement and contract management		HR management and compensation		IT controls		Audit committee in place		Non-compliance with legislation		Impact on audit outcome		Interaction with executive		Key officials lacking minimum competencies and skills		Lack of consequences for poor performance and transgression		Slow response to AGSA message and not taking ownership of key controls

				Departments

				1		National		MM		Nat				Disclaimer		R		R		R		N		0				N		R				R		R		R						R		N				R						N		R						N		R		0		1		1		1		1		1		0		0		1		1		1		1

				2		Provincial		MM		EC		Financially unqualified with findings		Financially unqualified with findings		N		R																																						N						0		N				0		1		1		1		1		1		1		1		1		0		1		1

				3		Provincial		MM		FS		Disclaimer		Disclaimer		R		0		N		R		N				N		N		N		R		R		R						R		R		N		R						N				R		N		N		R		0		1		1		1		1		1		0		0		1		1		1		1

				4		Provincial				GP						R				R		N		N				R		N		R		R										R		N		N								R								R				R

				5		Provincial		MM		Kzn		Qualified		Qualified		R		R				R		N						N		R				N										R		N				R						R				0				N		0		1		1		1		1		1		1		0		1		1		1		0

				6		Provincial		MM		LP		Financially unqualified with findings		Financially unqualified with findings		0		R																		N												R								R		R				R				N		N		1		1		0		1		1		1		1		1		0		1		0

				6		Provincial		MM		MP		Financially unqualified with findings		Financially unqualified with findings		R		R		R		N														R		R						R						R								0				0		R		R		0		1		1		1		1		1		1		1		1		0		1		0

				7		Provincial				NC						R		R		R																								R								R

				8		Provincial		MM		NW		Financially unqualified with findings		Financially unqualified with findings		N		R																		N												R		R				R		0		N		0		N				R		R		1		1		1		1		1		1		1		1		0		1		0

				9		Provincial		MM		WC		Financially unqualified with findings		Financially unqualified with no findings		0		0																														R				R				0		0		0		0				N		0		1		1		0		1		1		1		1		1		0		1		1

				Public entities

				10		Development Bank		DM		EC		Disclaimer		Disclaimer

				11		Land and Agricultural Develoment Bank		DM		EC		Financially unqualified with findings		Qualified

				12		Accouting standards Board		DM		EC		Financially unqualified with findings		Financially unqualified with findings

				13		Financial Services Board		DM		EC		Disclaimer		Disclaimer

				14		IRBA		DM		EC		Financially unqualified with findings		New consolidation

				15		Offices of the Ombudsman for Financial Services		DM		EC		Adverse		Qualified

				16		Offices of the Pesnion Funds Adjudicator		DM		FS		Financially unqualified with findings		Financially unqualified with findings

				17		South African Revenue Services		DM		FS		Financially unqualified with findings		Financially unqualified with findings

				18		The Co-operative Banks Development Agency		DM		FS		Financially unqualified with findings		Financially unqualified with findings

				19		Public Investment Corporation Limited		DM		FS		Financially unqualified with findings		Financially unqualified with findings

				20		Sasria Limited		DM		FS		Financially unqualified with findings		Qualified



										Legend																								Financially unqualified with findings																		Qualified																Adverse

																																		Audit not finalised at legislated date																		New / closed																Finding









Finance2



						Auditee		Type				Audit outcome
2011-12										 Financial statement qualification areas																		Findings on predetermined objectives												Findings on areas of non-compliance																										Findings on U,I, F&W expenditure		Findings on specific focus areas								Findings on audit committees										Findings on root causes

												2011-12 Audit opinion		2010-11 Audit opinion		Predetermined objectives		Compliance with laws and regulations				Non-current assets		Current assets		Liabilities		Capital and reserves		Other disclosure items		Revenue		Expenditure		Unauthorised, irregular, and fruitless and wasteful expenditure				Reported information not useful		Reported information not reliable		Information not submitted in time for audit		No annual performance report		Other non-compliance with related legislation				AFS subject to material misstatement		Other annual financial statements and annual report findings		Asset management		Budgets		Expenditure management		Internal audit		Revenue management		Strategic planning and performance management		Transfer and conditional grants		Procurement management		HR management		Other						Procurement and contract management		HR management and compensation		IT controls				Audit committee in place		Non-compliance with legislation		Impact on audit outcome		Interaction with executive				Key officials lacking minimum competencies and skills		Lack of consequences for poor performance and transgression		Slow response to AGSA message and not taking ownership of key controls



				Department				MM								0		0				0		0		0		0		0		0		0		0				0		0		0		0		0																														1

				Public entities																																																																																										R

				1		Development Bank		DM				Disclaimer				R		N				N		R		N		0		N		N		N		R				R		0		0		0		0				R		R		N		0		0		0		0		0		0		R		0		0				R		R		N								R

				2		Land and Agricultural Develoment Bank		DM				Financially unqualified with findings				R		N				0		0		0		0		0		0		0		0				N		0		R		0		0				R		N		0		0		0		R		0		0		0		R		0		0				R						R				R		R								0				0

				3		Accouting Standards Board		DM				Financially unqualified with findings				0		1				0		0		0		0		0		0		0		0				0		0		0		0		0				0		0		0		0		0		0		0		0		0		1		0		0				0		0		0		0				0		0		0		0				0				0

				4		Financial Services Board		DM				Disclaimer				R		N				N		R		N		0		N		N		N		R				R		0		0		0		0				R		R		N		0		0		0		0		0		0		R		0		0				R		R		N								R

				5		IRBA		DM				Financially unqualified with findings				R		0				0		0		0		0		0		0		0		0				N		0		R		0		0				R		R		0		0		R		R		0		0		0		R		0		0				0		0		R		0				0		R								0		0		0

				6		Offices of the Ombudsman for Financial Services		DM				Adverse				R		R				R		0		R		0		0		0		0		0				0		0		0		0		0				0		0		R		0		0		0		0		0		0		R		0		N				R		R		R		R						R		R		N

				7		Offices of the Pension Funds Adjudicator		DM				Financially unqualified with findings				N		R				0		0		0		0		0		0		0		0				R		0		0		0		0				1		1		0		0		R		0		0		0		0		R		0		0				0		0		0		R				0		0										0		0

				8		South African Revenue Services		DM				Financially unqualified with findings				R		0				0		0		0		0		0		0		0		0				1		R		0		R		1				0		0		0		0		0		0		0		0		0		0		0		0				0		0		0		0		0		0		0		0		0				0

				9		The Co-operative Banks Development Agency		DM				Financially unqualified with findings				R		N				0		0		0		0		0		0		0		0				R		0		0		0		0				N		R		0		0		N		R		0		0		0		R		0		0				R		R		R		R				R		R								0

				10		Public Investment Corporation Limited		DM				Financially unqualified with findings				0		N				0		0		0		0		0		0		0		0				0		0		R		0		0				0		0		0		0		0		0		0		0		0		1		0		0				0		0		0		0				0		0		0		0								0

				11		Sasria Limited		DM				Financially unqualified with findings				N		R				0		0		0		0		0		0		0		0				R		0		0		0		0				0		R		0		0		R		0		0		0		0		R		0		0				0		R		0		R				0		R												0















Finance3



						Auditee		Type				Audit outcome
2011-12										 Financial statement qualification areas										Findings on predetermined objectives												Findings on areas of non-compliance										Findings on U,I, F&W expenditure		Findings on specific focus areas								Drivers of internal control

												2011-12 Audit opinion		2010-11 Audit opinion		Predetermined objectives		Compliance with laws and regulations				Overall		Area 1		Areas 2		Areas 3				Reported information not useful		Reported information not reliable		Information not submitted in time for audit		No annual performance report		Other non-compliance with related legislation				AFS subject to material corrections		Top1		Top2		Top 3						Procurement and contract management		HR management and compensation		IT controls				Leadership		Financial & performance management		Governance



				Department				MM								0		0				0		0		0		0				0		0		0		0		0														1

				Public entities

				1		Development Bank		DM				Disclaimer				R		N				N		R		N		0				R		0		0		0		0				R		R		N		0				R		R		N

				2		Land and Agricultural Develoment Bank		DM				Financially unqualified with findings				R		N				0		0		0		0				N		0		R		0		0				R		N		0		0				R						R

				3		Accouting Standards Board		DM				Financially unqualified with findings				0		1				0		0		0		0				0		0		0		0		0				0		0		0		0				0		0		0		0

				4		Financial Services Board		DM				Disclaimer				R		N				N		R		N		0				R		0		0		0		0				R		R		N		0				R		R		N

				5		IRBA		DM				Financially unqualified with findings				R		0				0		0		0		0				N		0		R		0		0				R		R		0		0				0		0		R		0

				6		Offices of the Ombudsman for Financial Services		DM				Adverse				R		R				R		0		R		0				0		0		0		0		0				0		0		R		0				R		R		R		R

				7		Offices of the Pension Funds Adjudicator		DM				Financially unqualified with findings				N		R				0		0		0		0				R		0		0		0		0				1		1		0		0				0		0		0		R

				8		South African Revenue Services		DM				Financially unqualified with findings				R		0				0		0		0		0				1		R		0		R		1				0		0		0		0				0		0		0		0		0

				9		The Co-operative Banks Development Agency		DM				Financially unqualified with findings				R		N				0		0		0		0				R		0		0		0		0				N		R		0		0				R		R		R		R

				10		Public Investment Corporation Limited		DM				Financially unqualified with findings				0		N				0		0		0		0				0		0		R		0		0				0		0		0		0				0		0		0		0

				11		Sasria Limited		DM				Financially unqualified with findings				N		R				0		0		0		0				R		0		0		0		0				0		R		0		0				0		R		0		R















Annex3 UIF





						Auditees with unauthorised, irregular, and fruitless and wasteful expenditure as well as material losses and impairment of assets



						Number		Auditee		Province		Nature and extent of unauthorised expenditure										Nature and extent of irregular expenditure								Fruitless and wasteful expenditure		Material losses		Material impairment of assets		Material underspending of vote / conditional grant (finding only)		Material underspending of conditional grant

												Overspending		Expenditure unrelated to functional area		Spending not in accordance with conditions of allocation		Non-permissible grant		Total		Supply chain management related		Compensation of employees related		Other		Total

						Departments

						1		National		GP		R x.yy  billion								R x.yy  billion		R x.yy  billion		R xxx million		R x.yy  billion		R x.yy  billion		R xxx million		R x.yy  billion		R x.yy  billion				399,774,235

						2		Eastern Cape		GP				R x.yy  billion		R x.yy  billion				R x.yy  billion		R xxx million						0 		R xxx million		R xxx million				R x.yy  billion		200,845,475

						3		Gauteng		KZN				R x.yy  billion						R x.yy  billion		R 1.87 billion						0 				R x.yy  billion		R x.yy  billion

						4		North West		WC										0 		R xxx million						R xxx million		R xxx million		R xxx million				R x.yy  billion

						Public entities

						1		Develoment Bank		EC										0 		R xxx million						R xxx million		R xxx million				R x.yy  billion

						2		Office of Pension Funds Adjudicator		EC										0 								0 								R xxx million

								Total				R x.yy  billion		R x.yy  billion		R x.yy  billion		R x.yy  billion		R x.yy  billion		R x.yy  billion		R x.yy  million		R x.yy  billion		R x.yy  billion		R x.yy  million		R x.yy  billion		R x.yy  billion		R x.yy  billion





												Finding also in 2010-11																No finding in 2010-11







































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































NDHS



				PORTFOLIO COMMITTEE: HUMAN SETTLEMENTS



												Audit outcomes																																																																																		Financial health														Key drivers

				Auditee				Type				Audit opinion
2011-12												Findings on predetermined objectives												Findings on areas of non-compliance																								Unauthorised, irregular as well as fruitless and wasteful expenditure														Procurement and contract management														Auditee																				Drivers of internal control								Leadership														Financial and Performance management												Governance								Capital Assets

												2011-12 Financial audit opinion		2010-11 Financial audit opinion		Predetermined objectives		Compliance with laws and regulations		Material Underspending on Budget				Non-compliance with laws and regulations		Presentation		Reported information not useful		Reported information not reliable						AFS subject to material misstatement		Procurement and contract management		Human resource management 		Asset management		Internal Audit		Audit committees		Expenditure management		Revenue management		Financial Sustanability		Financial misconduct		Transfer and conditional grants				Unauthorised expenditure				Irregular expenditure				Fruitless and wasteful expenditure						Uncompetitive or unfair procurement processes		Three Quotations not obtained		Awards made to suppliers without independence declarations		Awards made to suppier with no valid Tax Clearance Certificate		HDI Criteria not communicated /preference point system		Inadequate contract/database management										Overall 		Budgets		Expenditure management		Conditional grants		Revenue management		Asset and liability management				Leadership		Financial & performance management		Governance				Effective leadership based on honesty, good governance		Exercise oversight responsibility		Effecrive HR management		Policies and Procedures		Action Plans		IT Governance				Proper record keeping		Daily processing		Regular, accurate and complete financial and performance reports		Review and monitor compliance with laws and regulations		Formal controls over IT systems				Risk Management		Resources and effective Internal Audit function		Audit committee effective oversight over internal controls				Adequate controls over capital assets		Recognition of capital assets		Regular reconcilitations of capital assets

																																Other non-compliance with related legislation																												Movement		R		Movement		R		Movement		R



				Departments																																																																																				Departments

				1		National Department of Human Settlements		DM																1		1						0																												1						R12,1m				R3,0m																		1		National Department of Human Settlements

				Public entities																																																																																				Public entities

				1		National Home Builders Registration Council (NHBRC) 		DM																																																						0				R201,3m				R0,4m																		1		National Urban Reconstruction and Housing Agency (NURCHA) 

				2		Thubelisha Homes  (*)		DM																																																																																2		Thubelisha Homes  (*)

				3		Social Housing Regulatory Authority
(SHRA) 
																																																												R1,8m																						3		Social Housing Regulatory Authority
(SHRA) 


				4		Servcon Housing Solutions 																																																																																		4		Servcon Housing Solutions 

				5		Social Housing Foundation 
(SHF)
																																																																																		5		Social Housing Foundation 
(SHF)


				6		Housing Development Agency 
(HDA)
																														\																														R0,4m																						6		Housing Development Agency 
(HDA)


				7		National Urban Reconstruction and Housing Agency (NURCHA) 																																																																																		7		National Home Builders Registration Council (NHBRC) 

				8		National Housing Finance Corporation Limited (NHFC) 																																																																																		8		National Housing Finance Corporation Limited (NHFC) 

				9		Rural Housing Loan Fund (RHLF) 

				10		Estatew Agency Affairs Board		DM																																																										R3,0m				R7,8m						\												10		Estatew Agency Affairs Board



				LEGENDS:

		A)		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

				(*)		In liquidation



		B)		FINDINGS:  				PDO, COMPLIANCE, IRREGULAR, FRUITLESS and IRREGULAR

						Where a finding was raised

						Where NO FINDING was raised, this block will have NO COLOUR



				Movement of Arrows must be copied and pasted.

						Situation has Improved from prior year, with LESS instances noted (Lower values)

						Situation has not significantly changed from prior year

						Situation has Deteriorated from prior year, with More instances noted (Higher values)







Sheet4



		Auditee



		CoGTA Portfolio

		National Department of Public Works

		Property Management Trading Entity

		Independent Development Trust

		Council for the Built Environment

		Construction Industry Development Board



Factor

Factor

Factor

Supply Chain Management
No improvement

Supply Chain Management
No improvement

Predetermined objectives
No improvement

Predetermined objectives
No improvement

HR
Management
No Improvement

HR
Management
Some Improvement

IT controls
No improvement

IT controls
No improvement

Quality of AFS submitted for audit
No improvement

Quality of AFS submitted for audit
Improvement

Financial health
No matters

Financial health
Material 
No Matters

Supply Chain Management
No improvement

Supply Chain Management
No improvement

Not applicable - reported as part of DPW

Predetermined objectives
No improvement

HR
Management
No Improvement

HR
Management
Some Improvement

IT controls
No improvement

IT controls
No improvement

Quality of AFS submitted for audit
No improvement

Quality of AFS submitted for audit
Improvement

Financial health
Net current liability position 

Financial health
Material 
No Matters

Supply Chain Management
No improvement

Supply Chain Management
No improvement

Predetermined objectives
No matters

Predetermined objectives
No improvement

HR
Management
Regression

HR
Management
Some Improvement

IT controls
Regression

IT controls
No improvement

Quality of AFS submitted for audit
No improvement

Quality of AFS submitted for audit
Improvement

Financial health
Going concern issues being resolved

Financial health
Material 
No Matters

Supply Chain Management
Some improvement

Predetermined objectives
Regression

HR
Management
No Improvement

IT controls
No improvement

Quality of AFS submitted for audit
No improvement

Financial health
Material underspending

Supply Chain Management
Regression

Supply Chain Management
No improvement

Predetermined objectives
No matters

Predetermined objectives
No improvement

HR
Management
No matters

HR
Management
Some Improvement

IT controls
No matters

IT controls
No improvement

Quality of AFS submitted for audit
No improvement

Quality of AFS submitted for audit
Improvement

Financial health
No matters

Financial health
Material 
No Matters

Supply Chain Management
Regression

Predetermined objectives
No matters

HR
Management
No matters

IT controls
No matters

Quality of AFS submitted for audit
No improvement

Financial health
No matters



3 years outstanding incl



								Financially unqualified with no findings										Financially unqualified with findings

								Qualified with/ without findings										Disclaimed/ Adverse with/ without findings												Audits outstanding





						2010-11		2009-10		2008-09						2010-11		2009-10		2008-09

				All auditees

				Historical outcomes		2011-12 (10)		2010-11 (10)		2009-10 (10)				Historical outcomes		2010-11		2009-10		2008-09

				Audits outstanding		0%		0%		0%				Audits outstanding		0		0		0

				Adverse/ Disclaimer		10%		10%		10%				Adverse/ Disclaimer		1		1		1

				Qualified		30%		30%		30%				Qualified		3		3		3

				Financially unqualified with findings		50%		50%		50%				Financially unqualified with findings		5		5		5

				Financially unqualified with no findings		10%		10%		10%				Financially unqualified with no findings		1		1		1

				Check rounding		100%		100%		100%				Total		10		10		10















						2011-12		2010-11		2009-10						2010-11		2009-10		2008-09



Three year progress towards clean audits

Audits outstanding	

2011-12 (10)	2010-11 (10)	2009-10 (10)	0	0	0	Adverse/ Disclaimer	

2011-12 (10)	2010-11 (10)	2009-10 (10)	0.1	0.1	0.1	Qualified	

2011-12 (10)	2010-11 (10)	2009-10 (10)	0.3	0.3	0.3	Financially unqualified with findings	

2011-12 (10)	2010-11 (10)	2009-10 (10)	0.5	0.5	0.5	Financially unqualified with no findings	

2011-12 (10)	2010-11 (10)	2009-10 (10)	0.1	0.1	0.1	





Drivers overallNDHS

				Consolidated

																												Ensure rounding = 100%



																		NDHS				Good		In progress		Intervention required						Green		Yellow		Red

																		Leadership				44%		50%		6%		100%		18		8.00		9.00		1.00		18.00

																		Financial and performance management				27%		53%		20%		100%		15		4.00		8.00		3.00		15.00

																		Governance				78%		11%		0%		89%		9		7.00		1.00		- 0		8.00













































Intervention required	

Leadership	Financial and performance management	Governance	5.5555555555555552E-2	0.2	0	In progress	

Leadership	Financial and performance management	Governance	0.5	0.53333333333333333	0.1111111111111111	Good	

Leadership	Financial and performance management	Governance	0.44444444444444442	0.26666666666666666	0.77777777777777779	







Drivers overallNHBRC

				Consolidated

																												Ensure rounding = 100%



																		NDHS				Good		In progress		Intervention required						Green		Yellow		Red

																		Leadership				28%		61%		11%		100%		18		5.00		11.00		2.00		18.00

																		Financial and performance management				0%		60%		40%		100%		15		- 0		9.00		6.00		15.00

																		Governance				56%		11%		33%		100%		9		5.00		1.00		3.00		9.00













































Intervention required	

Leadership	Financial and performance management	Governance	0.1111111111111111	0.4	0.33333333333333331	In progress	

Leadership	Financial and performance management	Governance	0.61111111111111116	0.6	0.1111111111111111	Good	

Leadership	Financial and performance management	Governance	0.27777777777777779	0	0.55555555555555558	







Sheet5

				Top areas of concern





				Key messages





				Commitments







				Emerging risks









Sheet2

				Auditee				Irregular expenditure

								Movement		Amount
R
2012		Amount
R
2011

				1		Department of Cooperative Governance and Traditional Affairs				R435,0m		R419,0m

				2		South African Local Government Association (SALGA)				R33,0m		R24,0m

				3		CRL Rights Commission				R1,2m		R1,9m

				4		Municipal Demarcation Board (MDB)				R0,5m		R0,7m
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