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1. Introduction
1.1
Reputation promise of the Auditor-General of South Africa

The Auditor-General of South Africa has a constitutional mandate and, as the Supreme Audit Institution (SAI) of South Africa, 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 

To brief the Portfolio Committee on the portfolio of the Minister of Defence and Military Veterans.
1.3
Overview 
The portfolio consists of:
· Department of Defence (DOD)
· Department of Military Veterans (DMV) [Audit not yet finalised by 30 September 2014 and therefore not included in this document]

· One schedule 2A public entity with subsidiaries audited by the AGSA:
· Armaments Corporation of South Africa (ARMSCOR)
· One schedule 3B public entity audited by the AGSA:

· Castle Control Board (CCB)
· South African National Defence Force Fund  (SANDF Fund)
· Special Defence Account (SDA)

1.4
Organisational structure (Department of Defence)

1.5
Funding

The Department (Vote 22) received a final annual appropriation of R40.6 billion and has spent 99.95% of the allocation in the 2013/14 financial year.

	Department of Defence 

	Program
	2013-14
Budgeted

R’000
	2013-14
Actual

R’000
	%

(Over)/Under

Spending
	2012-13
Budgeted

R’000
	2012-13
Actual

R’000
	%

(Over)/Under

Spending

	Program 1: Administration
	4 510 985
	4 510 985
	0.00%
	3 787 182
	3 781 561
	0.01%

	Program 2:  Force Employment
	3 521 798
	3 346 655
	5.00%
	2 803 312
	2 780 978
	0.08%

	Program 3:  Landward Defence
	13 599 123
	13  599 123
	0.00%
	12 367 922
	12 367 922
	0.00%

	Program 4:  Air Defence
	6 031 523
	6 031 523
	0.00%
	7 074 944
	7  074 944
	0.00%

	Program 5:  Maritime Defence
	3 252 562
	3 226 378
	0.80%
	2 894 944
	2 894 944
	0.00%

	Program 6:  Military Health Support
	3 742 939
	3 733 603
	0.20%
	3 459 916
	3 459 916
	0.00%

	Program 7:  Defence Intelligence
	774 683
	774 683
	0.00%
	705 051
	705 051
	0.00%

	Program 8:  General Support
	5 224 571
	5 224 571
	0.00%
	4 795 271
	4 636 902
	3.30%

	TOTAL
	40 658 184
	40 447 521
	0.05%
	  37 888 542 
	37 702 218 
	0.05%


The following transfers were made from the Department of Defence to public entities in the portfolio: 
	Entities receiving parliament transfer from the department

	Name of entity
	2013-14
Budgeted
Transfer
R’000
	2013-14
Actual

R’000
	%

(Over)/Under

Spending
	2012-13

Budgeted
Transfer
R’000
	2012-13

Actual

R’000
	%

(Over)/Under

Spending

	DMV
	351 431
	351 431
	0%
	0
	0
	0%

	Armscor
	1 135 799
	1 135 799
	0%
	974 000.9
	974 000.9
	0%

	SDA 
	4 325 301
	4 325 301
	0%
	4 846 376
	4 846 376
	0%

	Castle Control Board
	No transfer is received

	SANDF Fund
	No transfer is received


2. Audit opinion history
	AUDIT FOCUS AREAS

	1. Financial statements

	2. Predetermined objectives

	3. Compliance with laws and regulations

	4. Internal controls


	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


Audit opinion table

	DESCRIPTION
	09-10
	10-11
	11-12
	12-13
	13-14

	Department of Defence and Military Veterans (DOD)
	
	
	
	
	

	Audit opinions
	
	
	
	
	

	Areas Of Qualification 
	
	
	
	
	

	· Tangible Capital Assets
	X
	X
	
	X
	

	· Intangible Capital Assets
	X
	X
	
	X
	X

	Other findings
	
	
	
	
	

	· Predetermined Objectives 
	X
	
	
	X
	

	· Compliance with laws and regulations
	X
	X
	X
	X
	X

	Armaments Corporation of South Africa (Armscor) Group
	
	
	
	
	

	Audit opinions
	
	
	
	
	

	No areas of qualification
	
	
	
	
	

	Other findings
	
	
	
	
	

	· Compliance with Laws and Regulations
	
	
	
	
	X

	South African National Defence Force Fund (SANDF Fund)
	
	
	
	
	

	Audit opinions
	
	
	
	
	

	No areas of qualification
	
	
	
	
	

	Other findings
	
	
	
	
	

	· Predetermined Objectives (N/A from 11/12)
	X
	X
	
	
	

	· Compliance with Laws and Regulations
	X
	X
	
	
	X

	Special Defence Account (SDA)
	
	
	
	
	

	Audit opinions
	
	
	
	
	

	No areas of qualification
	
	
	
	
	

	Other findings
	
	
	
	
	

	· Compliance with Laws and Regulations
	X
	X
	X
	
	X

	· Predetermined Objectives (N/A)
	
	
	
	
	

	Castle Control Board (CCB)
	
	
	
	
	

	Audit opinions
	
	
	
	
	

	No areas of qualification
	
	
	
	
	

	Other findings
	
	
	
	
	

	· Predetermined Objectives
	X
	X
	X
	X
	X

	· Compliance with Laws and Regulations
	X
	X
	X
	X
	X

	


The outcomes of the portfolio showed an overall regression mostly attributable to the entities in the portfolio. There was however some improvement for the Department of Defence when compared to the previous year. 

The Department of Defence (DoD) received a qualified audit opinion relating to intangible assets with findings on compliance, which was an improvement from the prior year when they received a qualification on both intangible and moveable tangible assets.

Armscor received an unqualified opinion with findings on compliance with legislation which is a regression from the prior year.

The Castle Control Board (CCB) received an unqualified opinion with findings on predetermined objectives and compliance. This was the same opinion as the prior year.

The Special Defence Account (SDA) regressed from a clean audit to an audit that was unqualified with findings due to the non-compliance with legislation.
The SANDF fund regressed from unqualified with no findings to unqualified with findings on compliance. 
The audit outcome for the Department of Military Veterans is not included as the audit was not yet finalised by 30 September 2014. The reason for the late finalisation was because the annual financial statements submitted for audit was not supported by appropriate audit evidence.
3. Qualification paragraph 

The following qualification paragraph was included in the 2013-14 audit report for the DOD:

Intangible capital assets

I was unable to obtain sufficient appropriate audit evidence for intangible capital assets as disclosed in note 31 to the annual financial statements as required by the MCS prescribed by the National Treasury. I was unable to confirm the amount by alternative means. Furthermore, as described in note 31.3 to the annual financial statements, the restatement was made to rectify the prior year misstatement, but the restatement could not be substantiated with supporting evidence. I was unable to confirm the restatement by alternative means.
Root causes:

· Complete asset registers not in place and insufficient review and monitoring of controls to ensure that asset register is accurate and complete.

· The department could not provide proper documentation to substantiate figures in the financial statements.

Recommendation:
· An asset verification exercise should be performed before the financial year end. 

· The department should make use of the Operation Centre at Chief of Logistics which focuses on Tangible Capital Assets to also address the Intangible Asset matters.
· The department should review that all intangible assets disclosed in the asset register are at cost, and where no documents are available the assets should be fair valued within the prescripts of the modified cash standard.

· A proper system should be implemented between the department and Armscor to ensure that all intangible assets are identified and accurately valued.
Significant emphasis of matters

	Entity
	Significant emphasis of matters

	DOD
	Financial reporting framework

As disclosed in note 1 to the financial statements, the National Treasury has granted the department departures from the requirement to disclose minor assets, as well as capital spares and technical library material which could be included as part of inventory for the 2013-14 financial year.

Restatement of corresponding figures

As disclosed in note 33 to the financial statements, the corresponding figures for 31 March 2013 have been restated as a result of errors discovered during 2013-14 in the financial statements of the Department of Defence at 31 March 2014, and for the year ended 31 March 2014.

Fruitless and wasteful expenditure

As disclosed in note 26 to the financial statements, fruitless and wasteful expenditure to the amount of R307,497 million, mainly comprising a payment relating to a contract that was cancelled, was incurred.

Irregular expenditure

Included in note 25 to the financial statements, is an amount of R1,074 billion for the increase in salaries paid to uniform members, which was not approved by the minister of Finance as required in terms of section 55(3) of the Defence Act, 2002 (Act No. 42 of 2002).

	ARMSCOR
	Restatement of comparative consolidated financial statements

As disclosed in note 1, paragraph 1.3.19, to the consolidated financial statements, the comparative figures as at 31 March 2013 were restated as a result of an error discovered during the 2013-14 financial year in the consolidated financial statements of the Armscor SOC Ltd for the year ended 31 March 2014.

	SDA
	Financial Reporting Framework
As disclosed in note 1.6.1 to the financial statement, the Minister of Finance has exempted the SDA per General notice 911 issued in Government Notice 37062 of 
29 November 2013 from applying SA Standards of GRAP 6 and to, instead, apply SA Standards of GRAP 104 regarding special defence activities.

Significant uncertainties
With reference to note 18 to the financial statements, the SDA, through the Department of Defence and its service provider, is a defendant in a certain lawsuit. The outcome of this lawsuit cannot be determined at present and no provision has been made for any liability that may result.

Restatement of corresponding figures

As disclosed in note 14 and note 17 to the financial statements, the corresponding figures for 31 March 2013 have been restated as a result of an error discovered during 31 March 2014 in the financial statements of the SDA at, and for the year ended, 31 March 2013.

Disclosure of irregular expenditure

As disclosed in note 23 to the financial statements, irregular expenditure to the amount of R151 179 000.00 was incurred as a result of Armscor policies, used with regard to Procurement and Contract Management, not being aligned to the Preferential Procurement Policy Framework Act and its regulations.



	CCB
	No emphasis of matter paragraph was included in  the Audit report.

	SANDF Fund
	No emphasis of matter paragraph was included in  the Audit report.


Significant additional matters

	Entity
	Significant additional matters

	DOD
	Financial reporting framework

In accordance with the International Standards on Auditing, the wording of my opinion should not include the phrase “fairly present” when a departure to the applicable financial reporting framework has been granted in terms of the PFMA and where the aim of such a departure was not to achieve fair presentation. However, section 20(2)(a) of the PAA, requires me to  reflect  whether the financial statements “fairly present”, in all material respects, the financial position and results of its operations and cash flows for the period in accordance with the applicable financial reporting framework. The wording of my opinion is therefore worded as such.

Unaudited supplementary schedules

The supplementary information disclosed in the annexures does not form part of the financial statements and is presented as additional information. I have not audited these annexures and, accordingly, I do not express an opinion thereon.

	ARMSCOR
	None.

	SDA
	None.

	CCB
	None.

	SANDF Fund
	None.


4. Key focus areas  
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 Department of Defence

Armscor

Castle Control Board

SANDF Fund

SDA

Supply chain 

management

No matters

Improvement

Supply chain 

management

Regressed

Supply chain 

management

No improvement

Supply chain 

management

Regressed

Predetermined 

objectives

No improvement

HR Management

No matters

Material errors/ omissions 

in AFS submitted for audit

No matters

Improvement

Financial Health

No matters

Material errors/ omissions 

in AFS submitted for audit

No improvement

Predetermined 

objectives

No matters

Improvement

HR Management

No matters

Improvement

IT controls

No matters

IT controls

No matters

IT controls

No matters

IT controls

No matters

Financial Health

No matters

Financial Health

No matters

Financial Health

No matters

Financial Health

No matters

Predetermined 

objectives

No matters

HR Management

No matters

Material errors/ omissions 

in AFS submitted for audit

Regressed

Material errors/ omissions 

in AFS submitted for audit

Regressed

HR Management

N/A

Predetermined 

objectives

N/A

Material errors/ omissions 

in AFS submitted for audit

Regressed

Predetermined 

objectives

N/A

HR Management

N/A

IT controls

N/A

Supply chain 

management

N/A

IT controls

No matters


4.1 Predetermined objectives

	Entity
	Finding 
	Root cause
	Recommendation

	DOD
	No material findings.

The following additional matter paragraph was however included:

I identified material misstatements in the annual performance report submitted for auditing on the reported performance information for the Force Employment and Air Defence programmes. As management subsequently corrected the misstatements, I did not raise any material findings on the usefulness and reliability of the reported performance information.
	N/A
	N/A

	ARMSCOR
	There were no predetermined objectives findings
	N/A
	N/A

	SDA
	The SDA does not report on predetermined objectives.
	N/A
	N/A

	CCB
	The published annual performance report of Castle Control Board included information on their performance against predetermined objectives that was not useful for the following programs selected for audit:

Programme 2: Preservation, interpretation and showcasing of the history of the Castle
Programme 4: Increased public profile and position perception across all sectors of the community.
	The accounting authority has not implemented internal policies and procedures for

performance information management and reporting, to ensure compliance with the applicable

laws, regulations and guidelines.

The action plans to address prior year audit findings were not adequately monitored which

resulted in the reoccurrence of material non-compliance relating to the strategic plan.
	Policies and procedures should be implemented for performance information and required action plans should be developed and implemented.

As this is a recurring finding those charged with governance should consider and implement corrective actions.

	SANDF Fund
	The SANDF Fund does not report on predetermined objectives.
	N/A
	N/A


The following controls should be strengthened to create a control environment that supports useful and reliable reporting on the performance of the portfolio.

· Develop and monitor the implementation of action plans to address internal control deficiencies.
· Implement effective HR management to ensure that adequate and sufficiently skilled resources are in place and that performance is monitored.
4.2 Supply chain management 

	Entity
	Finding 
	Root cause
	Recommendation

	DOD
	No material findings
	N/A
	N/A

	ARMSCOR
	BBBEE procurement policy applied by the public entity was not developed within the Preferential Procurement Policy Framework Act determined by national legislation as stipulated in the constitution of the republic of South Africa.


	Leadership

Oversight responsibility exercised regarding compliance and related internal controls were inadequate since non-compliance issues were identified during the audit. Policies and procedures were not in all respects aligned with applicable legislation. This was a result of lack of proper monitoring and review of compliance with regulations. 

	Policies and procedures should be aligned with applicable legislation.

The Department of Defence has indicated that they will be liasing with Armscor to resolve this matter.

	SDA
	The procurement system did not comply with the requirements of a fair supply chain management (SCM) system as per section 51(1)(a)(iii) of the PFMA, in that awards were made to suppliers whereby Armaments Corporation of South Africa (ARMSCOR) included a 25% mandatory black equity selection criteria, which is in contravention of treasury regulation (TR) 16A6.3(a) and the Preferential Procurement Regulations. As a result of this contravention, not all suppliers were evaluated and scored in accordance with the SCM regulations
	Financial and performance management

Management did not sufficiently review and monitor compliance with SCM legislation requirements as per TR 16A6.3(a) and the Preferential Procurement Regulations.
	Management should review and monitor compliance with SCM legislation requirements as per TR 16A6.3(a) and the Preferential Procurement Regulations.

The Department of Defence has indicated that they will be liasing with Armscor to resolve this matter.

	CCB
	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.

Sufficient appropriate audit evidence could not be obtained that all extension or modification to contracts were approved by a properly delegated official as required by Treasury Regulation

8.1 and 8.2.

Sufficient appropriate audit evidence could not be obtained that quotations were awarded to

suppliers whose tax matters have been declared by the South African Revenue Services to be

in order as required by Treasury Regulations 16A9.1(d) and the Preferential Procurement

Regulations.
	Management did not have sufficient supervisory and review function in place to govern the

procurement process.
	Management should review and monitor compliance with Supply Chain Management legislation requirements as per TR 16A6.3(a) and the Preferential Procurement Regulations.

An investigation into the matter should be initiated and appropriate disciplinary action considered as this is a recurring matter.

	SANDF Fund
	No significant findings.
	N/A
	N/A


The supply chain management for the portfolio stayed unchanged for the portfolio in comparison with previous years. 

4.3 Human resources


	Entity
	Finding 
	Root cause
	Recommendation

	DOD
	No material findings
	N/A
	N/A

	ARMSCOR
	The CEO position has been vacant since 2009.
	Leadership

Adequate HR management not implemented to ensure that members with the required skills are appointed.
	Adequate HR management should be implemented to ensure that members with the required skills are appointed.

	SDA
	The SDA does not have Human resources.
	N/A
	N/A

	CCB
	No significant findings.
	N/A
	N/A

	SANDF Fund
	No significant findings.
	N/A
	N/A


Human resource management stayed unchanged for the portfolio in comparison with previous years. 
4.4 Information technology controls

	Entity
	Finding 
	Root cause
	Recommendation

	DOD
	No material findings
	N/A
	N/A

	ARMSCOR
	No material findings
	N/A
	N/A

	SDA
	No significant findings.
	N/A
	N/A

	CCB
	No significant findings.
	N/A
	N/A

	SANDF Fund
	No significant findings.
	N/A
	N/A


Information technology controls improved for the portfolio. 
4.5 Financial health status

	Entity
	Finding 
	Root cause
	Recommendation

	DOD
	No significant findings
	N/A
	N/A

	ARMSCOR
	No significant findings
	N/A
	N/A

	SDA
	No significant findings
	N/A
	N/A

	CCB
	No significant findings
	N/A
	N/A

	SANDF Fund
	No significant findings
	N/A
	N/A


Financial health remained unchanged for the portfolio in comparison with previous years. None of the auditees in the portfolio had findings or displayed signs that there were matters which could affect the financial sustainability of the portfolio.

4.6 Material Mistatements to Financial Statements

	Entity
	Finding 
	Root cause
	Recommendation

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

Material misstatements identified by the auditors in the notes to the submitted financial statements were subsequently corrected, but the supporting records for intangible capital assets that could not be provided resulted in the financial statements receiving a qualified audit opinion.


	Financial and performance management

Non-compliance with section 40(1)(a) and (b) of the PFMA could have been prevented had management properly reviewed the accuracy of the amounts supporting the financial statements.


	Management should review the accuracy of the amounts supporting the financial statements.

	ARMSCOR
	The financial statements submitted for auditing were not prepared in accordance with the prescribed financial reporting framework as required by section 55 (1) (a) of the Public Finance Management Act and section 29 (1) (a) of the Companies act. Material misstatements identified by the auditor in the submitted financial statements were subsequently corrected.
	Oversight on the preparation of financial statement was not adequately exercised to prevent material non-compliance with the reporting framework, SA GAAP, and the applicable laws and regulations. 


	Management should review the accuracy of the amounts supporting the financial statements.

	SDA
	The financial statements submitted for auditing were not prepared in all respects, in accordance with the prescribed financial reporting framework as required by section 40(1)(a) and (b) of the PFMA. Material misstatements of non-current and current assets and disclosure items identified by the auditors in the submitted financial statement were subsequently corrected, resulting in the financial statements receiving an unqualified audit opinion.


	Financial and performance management

Non-compliance with section 40(1)(a) and (b) of the PFMA could have been prevented had management properly reviewed the accuracy of the amounts supporting the financial statements.


	Management should review the accuracy of the amounts supporting the financial statements.

	CCB
	No material adjustments.
	N/A
	N/A

	SANDF Fund
	The financial statements submitted for auditing were not prepared in accordance with the prescribed financial reporting framework as required by section 14(2) of the PAA. Material misstatements identified by the auditor in the submitted financial statements were subsequently corrected resulting in the financial statements not being submitted for auditing within 2 months after the end of the financial year, as required by section 14(2) of the PAA.
	Leadership

There was inadequate oversight by the board regarding financial reporting to ensure compliance with SA Standards of GRAP when the financial statements were submitted.

Financial and performance management

Non-compliance with section 14(2) of the PAA could have been prevented had the board ensured that accurate and complete financial statements, supported by reliable information, were timely submitted.
	The board  should perform  an oversight function regarding financial reporting to ensure compliance with SA Standards of GRAP when the financial statements are submitted.




The published financial statements of the Department of Defence included the following material misstatements:

· Intangible capital assets were not supported by sufficient appropriate audit evidence. 

· Furthermore, a restatement was made to rectify the prior year misstatement, but the restatement could not be substantiated with appropriate audit evidence.

Armscor and Special Defence Account submitted financial statements for audit that contained material misstatements with regards to irregular expenditure, prepayments and the disclosure of the Armscor medical benefit fund. These audits received an unqualified audit opinion only because all the misstatements identified during the audit were corrected.

The following controls should be strengthened to create a control environment that supports reliable financial reporting:

· Review and monitor compliance with applicable laws and regulations

· Implement controls over daily and monthly processing and reconciling of transactions

· Implement effective HR management to ensure that adequate and sufficiently skilled resources are in place and that performance is monitored
5. Drivers of internal controls 
	6. Drivers of internal control

	Entity
	Leadership
	Financial and performance management
	Governance

	
	Effective leadership culture
	Oversight responsibility
	HR management
	Policies and procedures
	Action plans
	IT governance
	Proper record keeping
	Processing and reconciling controls
	Reporting
	Compliance
	IT systems controls
	Risk management
	Internal audit
	Audit committee

	Defence
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Military Veterans
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Armscor
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Castle Control Board
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	SDA
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	SANDF Fund
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Legend Drivers
	Good
	Causing Concern
	Intervension required 


Internal control deficiencies:

	Entity
	Leadership 
	Financial and Performance Management
	Governance

	DOD
	The department did not exercise sufficient oversight responsibility regarding financial reporting over intangible assets, compliance and related internal controls. The department also did not have sufficient monitoring controls and standard operating procedures at lower levels to ensure proper reporting, and regular reviewing of information as well as accurate and complete financial and performance information. 


	Existing manual and automated controls were not designed to ensure adequate record keeping supporting accurate and completing financial and performance reporting which is accessible and available, as required by the National Treasury.


	The department is still in the process of capacitating the internal audit component.



	ARMSCOR
	Oversight responsibility exercised regarding compliance and related internal controls were inadequate since non-compliance issues were identified during the audit. Policies and procedures were not, in all respects, aligned with applicable legislation. This was a result of lack of understanding the applicable laws and regulations. Insufficient oversight over the preparation of consolidated financial statements to prevent material non-compliance with the reporting framework, SA GAAP and the applicable laws and regulations. Internal review controls were unable to detect and correct material non-compliance with the reporting framework, consequently, material misstatements were detected in the consolidated financial statements.
	None.
	None.

	SDA
	There was inadequate oversight by management who did not timeously review best practice to ensure compliance with supply chain management (SCM) policies and procedure in the awarding of tenders.
	Management did not sufficiently review and monitor compliance with SCM legislation requirements as per TR 16A6.3(a) and the Preferential Procurement Regulations.
Non-compliance with section 40(1)(a) and (b) of the PFMA could have been prevented had management properly reviewed the accuracy of the amounts supporting the financial statements.


	None.

	CCB
	The accounting authority has not implemented internal policies and procedures for performance information management and reporting, to ensure compliance with the applicable laws, regulations and guidelines.

The action plans to address prior year audit findings were not adequately monitored which resulted in the reoccurrence of material non-compliance relating to the strategic plan.
	Management did not have sufficient supervisory and review function in place to govern the procurement of expenditure relating to Castle Control Board to ensure that there is no material non-compliance and irregular expenditure is timeously identified and that sufficient disclosure of the expenditure is made in the financial statements.
	The accounting authority and those charged with governance did not ensure that, for the duration of the year, there is an adequately resourced and functioning internal audit unit that identifies internal control deficiencies and recommends corrective action effectively.

	SANDF Fund
	There was inadequate oversight by the board regarding financial reporting to ensure compliance with SA Standards of GRAP when the financial statements were submitted.
	Non-compliance with section 14(2) of the PAA could have been prevented had the board ensured that accurate and complete financial statements, supported by reliable information, were timely submitted.
	None


The accounting officer / accounting authorities should address the root causes of audit outcomes and inadequate controls as follows: 

· Implement adequate policies and procedures throughout.

· Implement adequate checks and balances, thereby strengthening transaction controls.

· Implement procedures and practices to monitor and review compliance with legislation.

· Key officials lack appropriate competencies.

· Instability or vacancies in key positions.

· Slow responses of management.
6. Other matters of interest 

 (a)
Unauthorised expenditure: 


No unauthorised expenditure incurred by the portfolio. 

(b)
Fruitless and wasteful expenditure: 

	Auditee
	Fruitless and Wasteful expenditure

	
	Movement
	Amount
R
2014
	Amount
R
2013

	1
	DOD
	 SHAPE  \* MERGEFORMAT 



	R303 564 000
	R81 000

	2
	ARMSCOR
	 SHAPE  \* MERGEFORMAT 



	R0
	R2 411

	 3
	SDA
	 SHAPE  \* MERGEFORMAT 



	R2 314 000
	R28 195 000

	4
	SANDF Fund
	
	R0
	R0

	5
	Castle Control Board
	
	R0
	R0


(c)
Irregular expenditure: 

	Auditee
	Irregular expenditure

	
	Movement
	Amount
R
2014
	Amount
R
2013

	1
	DOD
	 SHAPE  \* MERGEFORMAT 



	R1 293 612 000
	R316 964 000

	2
	ARMSCOR
	 SHAPE  \* MERGEFORMAT 



	R68 467 992
	R2 061 787

	 3
	SDA
	 SHAPE  \* MERGEFORMAT 



	R151 179 000
	R28 709 000

	4
	SANDF Fund
	
	R0
	R0

	5
	Castle Control Board
	 SHAPE  \* MERGEFORMAT 



	R354 374
	R293 000


7. Other reports

Investigations
No investigations were conducted during the 2013-14 financial year by the AGSA for this portfolio. The department is however in the process of conducting various internal investigations.
Performance audits

No performance audits were conducted during the 2013-14 financial year.
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9. Commitments

· Implemented
The previous year’s commitment to ensure that all IT related audit findings are addressed and to improve on key internal controls through monitoring and regular meetings was implemented.

· New commitments

a) No new commitments were received from the Minister.

b) The Secretary of Defence made the following commitments:

· To ensure that policies and procedures are established and communicated, specifically relating to intangible and tangible assets as well as performance management.

· To emphasise the importance of proper record keeping throughout the Department of Defence.
10. Feedback on previous resolutions 

There were no new resolutions made as indicated in the report of the accounting officer in the annual report of the Department. 
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