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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, 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 to provide an overview of the audit outcomes and other findings in respect of the Agriculture, Forestry and Fisheries (DAFF) portfolio as result of the 2013-14 audit outcomes. As well as to highlight the successes, challenges and recommended actions for the portfolio.
2. Portfolio summary

2.1 Progress on key commitments by the Accounting Officer / Minister

	Commitment made
	10-11
	11-12
	12-13
	Progress to date

	Ensure monthly reporting that is complete and accurate for financial (including disclosure notes) and performance information.
	
	X
	X
	Financial statements:

Addressed. 

The department prepared monthly financial statements with disclosure notes from September 2013. The impact hereof was that no material adjustments were made to the financial statements after submission on the 30th of May 2014.
Audit of predetermined objectives (AOPO):

Not addressed.

We were still unable to verify the validity, accuracy and completeness of reported targets in the Annual Performance Report due to the quarterly monitoring reports not being accurately and completely prepared. 

	Perform annual risk assessment to ensure an adequate and valued audit programme for the department. 
	X
	X
	X
	There was no risk assessment for the 2013/14 financial year in place. 

The risk assessment for 2014/15 was developed and approved by the newly appointed audit committee.

	Capacitate the internal audit function to be fully effective and functional. 
	X
	X
	X
	The internal audit function was still ineffective during the 2013/14 financial year mainly due to incapacity within the unit as well as the risk assessment that was not finalised. 
Currently it is being considered to outsource part of the internal audit function. 

National Treasury are being consulted to assist in the process.

	Align performance agreements of senior management with the department’s goals. 
	
	X
	X
	Addressed.

	Revise the staff establishment specially to ensure there is sufficient staff to carry out the monitoring and evaluation function (AOPO).
	
	X
	X
	New appointments have been made within the organisation performance directorate. However, repeat findings on both usefulness and reliability are still occurring, due to a lack of accountability and consequence management in the year under review.
Policies and procedures also needs to be enhanced to ensure that information collected from regional offices are verified in full and on a timely basis.

	Manage deviation from the procurement process in a transparent manner
	
	X
	X
	Non- compliance with compliance processes is still occurring for quotations below R500 000.

It should be ensured that all procurement must go through the supply chain management directorate. Currently procurement for payments paid out of sundry payments is done by the directorate requiring the goods or services which do not have the required expertise. 

	Ncera Farms – State Owned Entity to be established.
	
	
	X
	Entity to be transferred to the Agricultural Research Council where it will be utilised for research with respect to animal improvement and production. 

The two CEO’s has been formally informed in this regard and there is an interdepartmental task team (comprising of DAFF, DRDLR, DPW, Provincial Department of Agriculture and Buffalo City Metro) that is assisting with facilitating the process. The process is still underway.


2.2 Audit opinion history

The audit outcomes for the department and its entities for the past three years have been summarised below (Refer to attached annexure for detailed outcomes per auditee)
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	Financially unqualified with no findings
	 
	Financially unqualified with findings

	 
	Qualified with/ without findings
	 
	Disclaimed/ Adverse with/ without findings


3 Audit outcomes: DAFF
3.1 Key successes
· The department has sound controls over their financial cycle that are adhered to and monitored by management and the CFO. This was evident from the fact that no material adjustments were reported during this financial year, showing an improvement from the previous years. 
· An improvement was also noted in the audit of predetermined objectives for the Agricultural Production, Health and Food Safety programme (moved from a qualification to unqualified opinion) as well as the Forestry programmes (moved from a disclaimer of opinion to a qualified opinion). The opinions on the audit of predetermined objectives are only reported in the management report and the material findings in the audit report.
· Very good co-operation is received yearly from the finance directorate of the department, which allows for the audit to be completed on time.

· Regular interactions with the Accounting Officer are now taking place that will assist in the drive toward clean administration. The Accounting Officer has furthermore shown commitment to address the weaknesses identified in the internal control environment.
3.2 Areas that require attention
· Commitments that were previously made are not addressed or are still in progress as highlighted in paragraph 2.1 above.

· The governance structures of the department are not operational:

· Internal audit function:
· Critical components within finance, performance information and compliance were not covered by the internal audit function due to inadequate resources and skill (insufficient positions and ineffective leadership).
· No internal audit reports were issued for the 2013/14 financial year.

· The internal audit function report to the Director: Operational support and not directly to the Accounting Officer.

· Audit committee:

· The committee only consisted of one member during the period under review, and were therefore unable to fulfil its mandate. A fully functional audit committee are now in place.
· Repeat findings in human resource management: vacancies in senior management positions are not filled within six months. This could be attributed to lengthy recruitment processes imposed by the unavailability of members to sit in on short listings and interview panels as well as delays in verifying personal security checks with the South African Qualification Authority.
3.2 Areas that require attention (continues)
· The expenditure for the programmes funded by the Comprehensive Agricultural Support (CASP) Programme Grant was not monitored in accordance with the framework for the allocation, as required by section 9(1)(b) of the Division of Revenue Act. Site visits were only conducted on a sample basis and not monthly as required by the framework due to a lack of capacity within the CASP team.
· Audit of predetermined objectives (AOPO)
· Material errors in the Food Security and Agrarian Reform as well as the Forestry programmes of the annual performance report, resulting in modified audit conclusions reported in this report relating to the usefulness and/or reliability of these two programmes. 
· This was  due to the quarterly monitoring report’s (QMR’s) and annual performance report prepared by the department not being adequately reviewed by the Organisation Performance directorate to ensure validity, accuracy and completeness of reported performance information before finalisation and approval by the Deputy Director Generals and finally the accounting officer. The internal audit function is also not executing their function of reviewing the QMR’s and annual performance report. 
· The department did not have a proper system of record management that provides for the maintenance of information that supports the reported performance contained in the annual performance report. This is mainly due to information collected from regional offices and relevant branches not adequately reviewed by the Organisation Performance directorate to ensure accuracy and completeness of supporting documentation.

· The department did not take actions against staff in the Organisation Performance directorate and other relevant branches responsible for the Food Security and Agrarian Reform as well as the Forestry programmes accountable for repeat findings and shortcomings identified during the external audit processes.

· Processes to collate, verify and report on achievements of planned targets have not been documented in the policies of the department and are not effectively implemented. This is a requirement of the National Treasury Framework for managing performance to have these processes in place.
3.3. Recommended actions
· Action plans to address external audit findings should be developed and implemented within one month of receipt of these reports to prevent re-occurrence of matters reported. Action plans should further be developed to address the root causes and not just the findings.
· Each staff member in the department should be held accountable to deliver on their roles and responsibilities through the performance management system. There should be a process of consequence management for poor / non-performers. This should be incorporated into the 2013/14 performance reviews.

· The department should ensure that for all reported achievements for the financial year, these can be easily linked the relevant documentation. Where the department relies on information from regional offices for the achievements reported on, the department should carry out verification checks to ensure that the information supplied by the regional offices is a true reflection.
· The capacity and competence of the internal audit function must be assessed and additional qualified personnal must be appointed and/or outsouced to a qualified firm. This will ensure that red flags are identified and addressed by the department before the start of the external audit to assist the department in moving towards clean administration.
4. Audit outcomes: Entities
4.1 Key successes
Agricultural Research Council 
· Improvements were noted on the key controls relating to the preparation of financial statements as less material misstatements were noted as compared to the prior year. 
Onderstepoort Biological Assets
· Management was able to move from a qualified opinion in 2010/11 to an unqualified opinion in 2011/12. Maintaining the audit outcome through to 2013/14. 
Marine Living Resource Fund

· The entity has sound controls over their financial cycle that are adhered to and monitored by management and the acting CFO’s.
· Satisfactory co-operation is received yearly from the finance directorate of the entity, which allows for the audit to be completed on time.
National Agricultural Marketing Council (NAMC)
· The entity received an unqualified audit opinion with findings on predetermined objectives in the current financial year which was an improvement from prior year where non compliance relating to material adjustment to the AFS was noted. 
Ncera Farms (Section 4(3))
· The control environment is showing good improvement.
Perishable Products Export Control Board (Section 4(3))

· The entity is commended for receiving a clean audit opinion for the fifth consecutive year.

4.2 Challenges
Agricultural Research Council
· There was a regression on predetermined objective as material misstatements were noted on some of the programmes reported in the annual report when verified against supporting document. Management subsequently corrected the misstatement.
· During the current financial year, an investigation was conducted by an independent consulting firm on request of the entity, into allegations relating to the misappropriation of funds. These allegations relate specifically to the ARC’s Institute for Deciduous Fruit, Vine and Wine (“Infruitec”) at Stellenbosch. The investigation resulted in an employee being dismissed.

· There was a slight increase in the irregular expenditure reported in the current year as compared to prior year. The root cause for the lack of effective prevention of irregular expenditure was due to implemented controls which were not effective at all times.

Onderstepoort Biological Assets:
· Performance information was qualified in prior year. The 2013/14 corporate plan (performance information) was not amended by the entity due to the report already being submitted to and approved by the executive committee prior to 2012/13 findings and audit outcomes. Thus the 2013/14 audit outcomes on predetermined objectives will remain qualified.
· Commitment made by management was to request the assistance of internal audit and adjust the 2014/15 corporate plan. Management with the help of internal audit have addressed the findings on  usefulness in the 2014/15 corporate plan. 
Marine Living Resource Fund (MLRF)
· The supply chain management (SCM) are an area of concern, specifically with regard to the management and maintenance of sea faring vessels. Although the vessels went in operation in August last year, the maintenance and management has been operated on short term contracts only which was awarded through a deviation from the supply chain process and no competitive bidding process has been undertaken as yet. The reasons for the deviations were not in line with the requirements of the legislation and consequently the contracts entered into resulted in irregular expenditure. 
· The major cause of the SCM findings and delays experienced in obtaining information in this area during the audit was due to the lines of accountability between the parent department and the entity not being clearly separated. 

· The supply chain management policies are not aligned to the requirements of the Treasury Regulations (TR) and Preferential Procurement Regulation (PPR) for public entities.  The policies should be aligned to the regulations for public entities to avoid non-compliance, as the MLRF continues to utilise the DAFF financial instructions (SCM policy).  MLRF does not have its own SCM policy. When the MLRF was transferred to the DAFF in 2010, it was required from the MLRF to utilise the same policies as the DAFF.
· The progress to fill the key vacancy of the CFO should be addressed as a matter of urgency.
4.3 Challenges (continues)

· An operational concern from the management for marine living is their budget for 2014/15 and beyond. The concern is that some of these activities that marine living does is unfunded and they end up paying for activities that was not budgeted for by MLRF nor do they receive the funding for it by DAFF i.e. initiatives like the Fishing Rights Allocation Permits (FRAP) and the extension of the FRAP period.
National Agricultural Marketing Council (NAMC) 
· Regression was noted on Predertmined objectives as NAMC received a qualified opinion relating to usefulness of some of the reported programmes. This was due to planned targets changed during the year without the approval of the relevant authority.
Ncera Farms (Section 4(3))
· The entity still does not have their own audit committee and internal audit function. The internal audit function of the department did not attend to the entity. The entity is reliant on the department’s resources to fulfil these governance functions.

Perishable Products Export Control Board (Section 4(3))

· Although overall the financial position of the entity remains very sound, the entity has incurred an increasing net deficit in each of the last two years.
4.4 Recommended actions
Ncera Farms (Section 4(3))

· The required financial and/or other support should be provided to the enity, while still under control of the department.
Marine Living Resource Fund (MLRF)
· A process should be undertaken to ensure key vacancies are filled to enhance the capacity of the entity

· There should be a process in place to better manage initiatives that were not budgeted for as this could negatively affect the ability of the entity to achieve its targets.

· The sea faring vessels enable the MLRF to fulfil its functions; as such careful consideration should be given to the management thereof to ensure they are maintained in a manner that would enable a service that is efficient and effective.

ANNEXURE: AUDIT OPINION HISTORY
	

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

	Audit opinions
	
	
	
	
	

	Department of Agriculture, Forestry and Fisheries (DAFF)
	
	
	
	
	

	Agricultural Research Council (ARC)
	
	
	
	
	

	Marine Living Resource Funds (MLRF)
	
	
	
	
	

	National Agricultural Marketing Council (NAMC)
	
	
	
	
	

	Ncera Farms
	
	
	
	
	

	Onderstepoort Biological Products (OBP)
	
	
	
	
	

	Perishable Products Export Control Board *(PPECB)
	
	
	
	
	

	Qualification issues
	
	
	
	
	

	· Current assets
	
	X
	
	
	

	· Fixed assets
	
	X
	
	
	

	Other matters
	
	
	
	
	

	· Predetermined objectives
	
	
	
	
	

	DAFF
	X
	X
	X
	X
	X

	ARC
	X
	
	
	
	X

	MLRF
	
	
	X
	X
	

	NAMC
	
	
	
	
	X

	Ncera Farms
	X
	X
	X
	
	

	OBP
	X
	X
	X
	X
	X

	· Compliance with laws and regulations
	
	
	
	
	

	DAFF
	X
	X
	X
	X
	X

	ARC
	X
	X
	X
	X
	X

	MLRF
	
	
	X
	X
	X

	Ncera Farms
	X
	X
	X
	X
	X

	OBP
	X
	X
	X
	X
	X


	AUDIT OPINION

	 
	CLEAN AUDIT OPINION: No findings on PDO and Compliance

	 
	UNQUALIFIED with findings on PDO and/or Compliance

	 
	QUALIFIED AUDIT OPINION (with/without findings)

	 
	DISCLAIMER/ADVERSE AUDIT OPINION
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