[image: image17.jpg]GENERAL
AFRICA

AUDITOR-

SOUTH

Auditing to build public confidence




[image: image18.png]NOTES:






[image: image19.jpg]




CONTENTS

1. 
Introduction
2
2. 
Audit opinion history
6
3.
Key focus areas
10
4.
Drivers of internal control
27
5.
Other matters of interest
28
6.
Other reports 
29
7.
Combined Assurance on Risk Management in the Public Sector
30
8.
Commitments 
30
1. Introduction

This document contains a brief summary of the audit outcomes for the Department of Energy portfolio.
1.1 Reputation promise of the Auditor-General of South Africa

The Auditor-General of South Africa has a constitutional mandate and, as the Supreme Audit Institution (SAI) of South Africa, it exists to strengthen ourcountry’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 Energy and its entities for the 2013-14 financial year.

1.3
Overview 
The Department of Energy is mandated to ensure secure and sustainable provision of energy for socioeconomic development.

It aims to formulate energy policies, regulatory frameworks and legislation, oversee their implementation to ensure energy security, promotion of environmentally-friendly energy carriers and access to affordable and reliable energy for all South Africans.
The department is striving to have created a transformed a sustainable energy sector with universal access to modern energy carriers for all by 2014 and in the long run, improving our energy mix by having 30% of clean energy by 2025.

The department continues to regulate and transform the sector for the provision of secure, sustainable and affordable energy.
1.4
Structure of the DoE portfolio






1.5
Funding

During the 2013-14 financial year the Department of Energy received funding totallingR6.5bn per the following programmes,
	Programme
	Final Appropriation (R’000)

	Administration
	233,142

	Energy policy and planning
	47,989

	Energy regulation
	39,865

	Electricity and Energy Programme Management
	3,967,700

	Nuclear energy
	723,998

	Clean Energy
	1,490,550

	TOTAL
	6,503,244


The following were the major cost drivers for the financial year under review:

	Economic Classification
	Final Appropriation R’000

	Compensation of employees
	230,312

	Goods and services
	199,932

	Transfers and subsidies
	6,060,826

	Payment for capital assets
	12173

	Payment for financial assets 
	1

	TOTAL
	6,503,244


As at 31 March 2014, the DoE disbursed transfer payments to the value of R6,02 billion, which represented 92,5% of the total budget allocation for the year to public entities, municipalities and implementing agencies.

Major transfer payments are reflected in the following table:
	TRANSFER PAYMENTS
	Original Budget 2013/14 R'000

	SANEDI
	134 344

	Energy and Efficiency and Demand Side Management (EEDSM) – Eskom
	1 149 900

	EEDSM – Municipalities
	180 718

	NECSA
	592 182

	NNR
	48 360

	Integrated National Electrification Programme (INEP) – Eskom
	2 141 027

	INEP – Municipalities
	1 634 772

	INEP – Non-grid 

	119 224

	National Radioactive Waste Disposal (NRWDI)
	19 800

	TOTAL TRANSFER PAYMENTS
	6,020,327


2. 
Audit opinion history
	DESCRIPTION
	09-10
	10-11
	11-12
	12-13
	13-14

	Audit opinions
	
	
	
	
	

	Department of Energy
	n/a*

	
	
	
	

	Central Energy Fund (CEF)
	
	
	
	
	

	Nuclear Energy Corporation of South Africa (NECSA)
	
	
	
	
	

	National Energy Regulator of South Africa (NERSA)
	
	
	
	
	

	South African National Energy Research and Development Institute (SANEDI)
	n/a**¹
	n/a**¹
	
	
	

	EDI Holdings
	
	
	
	
	

	National Nuclear Regulator (NNR)
	
	
	
	
	

	Equalisation Fund
	
	
	
	
	

	Areas of qualification
	
	
	
	
	

	There were no areas of qualification 
	
	
	
	
	

	Report on other legal and regulatory requirements
	
	
	
	
	

	· Predetermined objectives
	
	
	
	
	

	Department of Energy
	n/a*¹
	X
	
	
	

	Central Energy Fund (CEF)
	X
	
	
	X
	X

	South African National Energy Research and Development Institute (SANEDI)
	n/a**¹
	n/a**¹
	X
	X
	X

	National Nuclear Regulator (NNR)
	X
	X
	X
	
	

	Equalisation Fund
	
	X
	X
	X
	X

	· Compliance with laws and regulations
	
	
	
	
	

	Department of Energy
	n/a*¹
	X
	X
	X
	X

	Central Energy Fund (CEF)
	X
	X
	X
	X
	X

	Nuclear Energy Corporation of South Africa (NECSA)
	
	X
	X
	
	X

	National Energy Regulator of South Africa (NERSA)
	
	
	X
	X
	

	South African National Energy Research and Development Institute (SANEDI)
	n/a**¹
	n/a**¹
	X
	X
	X

	EDI Holdings
	
	X
	X
	X
	

	National Nuclear Regulator (NNR)
	X
	X
	X
	X
	

	Equalisation Fund
	
	
	X
	X
	X


	AUDIT OPINION

	 
	CLEAN AUDIT OPINION: No findings on PDO and Compliance

	 
	UNQUALIFIED with findings on PDO and Compliance

	 
	QUALIFIED AUDIT OPINION (with/without findings)

	 
	DISCLAIMER/ADVERSE AUDIT OPINION

	
	AUDIT NOT FINALISED 


.
2.1 Significant emphasis of matters included in the audit reports 

An emphasis of matter paragraph is used to draw users’ attention to a matter presented or disclosed in the financial statements by the accounting officer/authority which is of such importance that it is fundamental to their understanding of the financial statements. The following emphasis of matter paragraphs were reported in the audit reports of entities in the Energy portfolio.
2.1.1
DOE

Significant uncertainties

As disclosed in note 29 to the financial statements, there is a contingent liability relating to the operational past strategic facilities (Stage 2), the outcome of which is yet to be determined. As a result no provision for any liability that may result has been made in the financial statement.  
Reclassification of corresponding figures

As disclosed in note 32 to the financial statements, the corresponding figures for 31 March 2013 have been reclassified as a result of an amendment to the standard chart of accounts during the year ended 31 March 2014 in the financial statements of the Department of Energy, and for the year ended 31 March 2013. The re-classification was not processed as a result of a material error.

2.1.2
CEF

Restatement of corresponding figures

As disclosed in note 42 to the consolidated and separate financial statements, the corresponding figure for 31 March 2013 have been restated as results of an error discovered during the 2014 in the financial statements of CEF SOC Limited at and for the year ended 31 March 2013. 

Material impairment

As disclosed on note 08 to the consolidated and separate financial statements material losses to the amount of R16 363 000 and R82 452 000 were incurred as a results of written off and impairment of loans to subsidiaries respectively. 
2.1.3
SANEDI
Restatement of corresponding figures

As disclosed in note 20 to the financial statements, the corresponding figure for 31 March 2013 have been restated as results of an error discovered during the 2014 in the financial statements of  SANEDI at and for the year ended 31 March 2013 prior balance sheet.
Material losses

Material losses to the amount of R639 000 and R1,9 million and were incurred as a results of destroyed or written off property plan and equipment and write off irrecoverable trade debtors respectively. 
2.1.4
EQF
Restatement of corresponding figures

As disclosed in note 3 to the financial statements, the corresponding figure for 31 March 2013 have been restated as results of an error discovered during the 2014 in the financial statements of the Equalisation Fund at and for the year ended 31 March 2013. The Equalisation Fund Previously recognised levy receipts as liabilities instead of as revenue from non-exchange transactions. 

2.1.5
NECSA 

Material uncertainty

As disclosed in note 39 to the consolidated and separate financial statements, there are contingent liabilities relating to the decommissioning and decontamination of NECSA’s past strategic operational nuclear facilities and the disposal of low and intermediate level waste at Vaalputs, the outcome of which cannot be reliably determined. As a result no provision for any liability that may result has been made in the financial statements.
3. Key focus areas

3.1 Predetermined objectives

	Entity
	Finding
	Root cause
	Recommendation

	CEF
	Usefulness of information

Objective 1:

The FMPPI issued by National Treasury requires:
· Performance indicators and targets must be specific in clearly identifying the nature and required level of performance. A total of 50% of the targets or were not specific.
· Performance indicators and targets must be measurable. We could not measure the required performance for 50% of the targets in relation to the above stated objective. 
Reliability of information

Objective 2:

The FMPPI requires auditees to have appropriate systems to collect, collate, verify and store performance information to ensure valid, accurate and complete reporting of actual achievements against planned objectives, indicators and targets. Significantly important targets were not reliable when compared to the source information or evidence provided. 

	This was due to a lack of proper systems and processes for performance planning and management to provide for the development of performance indicators and targets included in the annual performance plan and technical indicator descriptions.

This was due to a lack of frequent review of the validity of reported achievements against source documentation.


	Members of the EXCO are required to attend training to ensure that, going forward, the performance targets as reported in the CEF (SOC) Ltd Corporate Plan and Annual Report are measurable.


	NECSA
	Adjustment of material misstatements

I identified material misstatements in the annual performance report submitted for auditing on the reported performance information. As management subsequently corrected the misstatements, I did not raise any material findings on the usefulness and reliability of the reported performance information.


	The entity did not prepare a complete annual performance as required by National Treasury’s Guide for the preparation of the annual report. 

Lack of controls to ensure the reported targets are accurate and complete.


	Monitoring controls should be implemented to ensure the proper implementation of the overall performance process of reporting to ensure all variances between the planned and actual targets are reported on.

Management should institute controls and monitor them to ensure that the targets recorded in the annual report are accurate and complete. 

	SANEDI
	Usefulness of information

Programme 2: Applied Energy Research

Treasury Regulation 30.1.3(g) requires the strategic plan to form the basis for the annual report, therefore requiring consistency of objectives, indicators and targets between planning and reporting documents. A total of 100% of the reported objectives, indicators and targets were not consistent with those in the approved strategic plan. This was due to the changes made to the planned objectives, indicators and targets during the financial year.

The Framework for Managing Programme Performance (FMPPI) issued by National Treasury requires indicators and targets to be specific and well defined. Performance indicators and targets must be well defined by having clear data definitions so that data can be collected consistently and is easy to understand and use. A total of 46% of performance indicators and targets were not well defined.

Programme 3 Energy Efficiency:

The Framework for Managing Programme Performance (FMPPI) issued by National Treasury requires indicators and targets to be specific and well defined. Performance indicators and targets must be well defined by having clear data definitions so that data can be collected consistently and is easy to understand and use. A total of 40% of performance indicators and targets were not well defined. 

	This was due to lack of proper systems and processes for performance planning and management to provide for the development of performance indicators and targets included in the annual performance plan and technical indicator descriptions.

This was due to a lack of proper systems and processes for performance planning and management to provide for the development of performance indicators and targets included in the annual performance plan and technical indicator descriptions.


	Management must develop a policy to address the processes for planning/ collection/ recording/ processing /monitoring /reporting of performance information to ensure the planned performance indicators and targets are SMART.

Management must develop a policy to address the processes for planning/ collection/ recording/ processing /monitoring /reporting of performance information to ensure the planned performance indicators and targets are SMART.

	Equalisation Fund

	Predetermined objective

I am unable to report findings on the usefulness and reliability of the annual performance report of the Equalisation Fund as it was not prepared as required by section 55(2)(a) of the PFMA.
	Management has not exercised oversight responsibility regarding financial and performance reporting and compliance and related internal controls as no performance objectives were set for the financial year.
	· Compliance with the Public Finance Management Act should be administered and implemented in all aspects of the Equalisation Fund.
· Performance objectives should be set for the Fund so that performance of the fund can be assessed as well as accountability and tracking of progress of the fund can be monitored.


3.2 Supply chain management
	Entity
	Finding
	Root cause
	Recommendation

	SANEDI


	Procurement and contract management

The procurement processes did not comply with the requirements of a fair SCM system as per section 51(1) (a)(iii) of the PFMA, in that:

· the bid documentation did not specify the evaluation and adjudication criteria to be applied.
· Contracts and quotations were awarded to bidders who did not submit a declaration on whether they are employed by the state or connected to any person employed by the state, which is prescribed in order to comply with Treasury regulation.

· 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.

· Quotations were awarded to suppliers whose tax matters had not 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.

· Contracts were awarded to bidders that did not score the highest points in the evaluation process, as required by section 2(1)(f) of Preferential Procurement Policy Framework Act and Preferential Procurement Regulations.
· Invitations for competitive bidding were not always advertised for a required minimum period of 21 days, as required by Treasury Regulations 16A6.3(c).
	Although management is aware of the applicable laws and regulations relating to procurement, there is no adequate monitoring to prevent non-compliance to the applicable laws and regulations.
Inadequate review and monitoring of compliance with applicable laws and regulations


	The expenditure up to 31 March 2014 on the above three quotations should be disclosed as irregular expenditure in the Annual Financial Statements.

Additionally, compliance checklists must be maintained to ensure the entity complies with all applicable laws and regulations.



	CEF
	Goods or service were not procured through a procurement process which is fair, equitable, transparent and competitive as required by section 51(1)(a)(iii) of  the PFMA .

The procurement processes did not comply with the requirements of a fair SCM system as per section 51(1)(a)(iii) of the PFMA, in that bid documentation did not specify the evaluation and adjudication criteria to be applied
	Although management is aware of legislative requirements on procurement, these were not applied accordingly to avoid non-compliance. 

Additionally there is no proper procurement planning by the user department and the fact that prices are not firm as required by PPP regulation.

Although management is aware of legislative requirements on procurement, these were not applied accordingly to avoid noncompliance. This is added by the fact that the entity does not have a dedicated compliance officer that monitors and reports to the audit committee on a regular basis.


	Management should plan a procurement workshop with all the company employees and create awareness on the procurement regulation and consequences management.

A bid specific committee can be set up in order for the user departments to submit the bid specification.

Each division of the entity should have a procurement plan supporting the division’s budget towards contribution to the corporate objectives on an annual basis.

The deviations from bid process that should be approved by the procurement committee should only be limited to 

All the invitations for tender should indicate that prices submitted for the tender should be comparative as defined in the procurement regulation.

Management should ensure that the procurement policy and procedures are up to date and in line with the applicable procurement preferential policy framework and these are applied accordingly.

Whenever there is procuring of items above R30 000 to R500 000, management should ensure that quotes are obtained from three suppliers, if not possible the reason for not obtaining them should be documented and approved by the delegated official/s.

Whenever there is procuring of items above R30 000 to R500 000, management should ensure that request for quotations are sent out to the suppliers and these should:

· stipulate the preferential point system to be utilised for the following procurement of services

· If to be utilised, state in the request for quotation that functionality will evaluation during the evaluation process and the minimum threshold for passing functionality.

	NECSA
	The procurement processes did not comply with the requirements of a fair SCM system as per section 51(1)(a)(iii) of the PFMA, in that requests for quotations or  any other documents made available to bidders did not specify the evaluation and adjudication criteria to be applied.


	Management did not ensure that the preference point system that will be applied was made available to the potential providers before accepting the quote as required by Preferential Procurement Regulation 3(b)
	Management should ensure that once new legislation comes into effect or changes are made to legislation, these changes are identified, the impact on the entity assessed and the policies and procedures amended to ensure future compliance with the required legislation. 




3.3 Material misstatements to the Financial Statements 

	Entity
	Finding
	Root cause
	Recommendation

	CEF
	The financial statements submitted for auditing were not prepared in all material respects in accordance with all the requirements of section 55(1) (b) of the PFMA. Material misstatements on, Investment in subsidiaries and associates, Revenue, Investment income and loans to and from group companies identified were corrected, resulting in the financial statements receiving an unqualified audit opinion.
	There was inadequate review by finance management to ensure that the financial statements comply with the financial reporting framework.

	Management are encouraged to subject the financial statements to thorough review prior to submission for audit, and ensure that all supporting schedules used to prepare the financial statements agree to the final account balances and disclosures

	SANEDI
	The financial statements submitted for auditing were not prepared in all material respects in accordance with the requirements of section 55(1)(b) of the PFMA. Material misstatements identified by the AGSA relating to, valuation of conditional grants, accuracy of revenue from exchange transactions, valuation of property, plant and equipment, notes on prior period errors and changes in accounting policies, were subsequently corrected resulting in the financial statements receiving an unqualified audit opinion.

	Management did not prepare regular, accurate and complete financial reports
	Management are encouraged to subject the finacnial statements to thorough review prior to submission to the auditors. This review should include reconciliations of underlying financial information to accounting records

	DOE
	The financial statements submitted for auditing were not prepared in accordance with the prescribed financial reporting framework as required by section 40(1) (b) of the Public Finance Management Act. A material misstatement of the commitments disclosure note identified by the auditors in the submitted financial statement was subsequently corrected, resulting in the financial statements receiving an unqualified audit opinion.

	Inadequate review of supporting schedules when final review of financial statement note disclosure is performed
	Management should ensure that appropriate review and reconciliation procedures are performed prior to submission of the financial statements for audit

	Equalisation Fund
	The financial statements submitted for auditing were not prepared in accordance with the prescribed financial reporting framework as required by section 55(1) (a) and (b) of the Public Finance Management Act.

Material misstatements of current assets, liabilities and revenue identified by the auditors in the submitted financial statement were subsequently corrected and the supporting records were provided subsequently, resulting in the financial statements receiving an unqualified audit opinion.
	Management did not perform adequate quality control checks on the AFS prior to submission for audit.

Management should ensure that proper monthly reconciliations between the investment income earned and in the year and allocated.

A lack of adequate reviews and reconciliation of documentation supporting recorded amounts.

There is a weakness in the implementation of controls over monthly processing and reconciling of transactions and compilation of AFS.

Management does not review and monitor compliance with applicable laws and regulations as the Petroleum Product Act has not been adhered to.
	Interest income and allocation of investment revenue
Management must perform a quality review process on the AFS prior to submission of these to the entity’s governance structures and for audit.

Accrual of levy receivable

All the calculations and workings used to calculate recorded amounts should be reviewed and recalculated by an individual that is independent from the one that compiled the calculations.  The reviewer should follow up all the discrepancies identified and corrections should be made promptly.

Prior period errors and inadequate disclosures in terms of GRAP

All the calculations and workings used to calculate recorded amounts should be reviewed and recalculated by an individual that is independent from the one that compiled the calculations.  The reviewer should follow up all the discrepancies identified and corrections should be made promptly.

Claims reconciliation not performed

Regular reconciliation should be performed and reviewed


3.4 Other material non-commpliance

	Entity
	Finding
	Root cause
	Recommendation

	DoE
	Transfer of funds 

Business plans for utilisation of the INEP conditional grants made to 13 municipalities were not approved prior to the start of the financial year, as required by sections 10(1)(a) of the Division of Revenue Act.


	Management did not exercise oversight responsibility regarding compliance and related internal controls

Management did not develop and monitor the implementation of action plans to address internal control deficiencies


	Management must ensure that controls are implemented and monitored to ensure that Memorandum of Agreements, prior to funds transfer being effected to Municipalities, are approved and signed by both Municipalities and the Department  before 1 April of each year to ensure compliance with the requirements of DORA sec 10 (1) (a)(iii). 



	CEF
	Audit committees

Members of the audit committee have not been appointed as directors of the entity by the  shareholder as required by section 94(4) of the Companies Act

Expenditure management

The accounting authority did not take reasonable steps to prevent irregular and fruitless and wasteful expenditure, as required by section 51(1) (b) (ii) of the PFMA.
Asset Management 

Proper control systems to safeguard and maintain assets were not implemented, as required by sections 50(1)(a) and 51(1)(c) of the Public Finance Management Act.


	The board of CEF has not complied with section 94 (4) (a) of the companies act
Non-compliance with relevant laws and regulations

	The board should ensure that it complies with all legislation and specifically section 94 (4) (a) of the Companies Act by appointing the said audit committee member as a director.

The accounting authority should take the necessary steps to prevent irregular and or fruitless and wasteful expenditure

There should be an independent review of the work that takes place by the Treasury Function by the Finance Function. The CFO should be granted access to review and approve deleted and modified transactions from the system.



	SANEDI
	Audit committees

For a major part of the period under review, the audit committee was not composed of three members as required by section 77 (a)(i) of the Public Finance Management Act.

Asset Management

Proper control systems to safeguard and maintain assets were not implemented, as required by sections 50(1)(a) and 51(1)(c) of the Public Finance Management Act.
Expenditure Management

The accounting authority did not take effective steps to prevent irregular and fruitless and wasteful expenditure, as required by section 51(1)(b)(ii) of the Public Finance Management Act.


	Although management is aware of the applicable laws and regulations, there is no adequate monitoring to prevent non-compliance with the laws and regulations
Management do not implement controls over daily and monthly processing and reconciling of transactions
Management does not take effective and appropriate steps to prevent any fruitless and wasteful expenditure.
	Management should maintain a compliance checklist to ensure all applicable laws and regulations are complied with.

There should be an independent review of the work that takes place by the Treasury Function by the Finance Function. The CFO should be granted access to review and approve deleted and modified transactions from the system.

Management should take effective and appropriate steps to prevent fruitless and wasteful expenditure.

Additionally, fruitless and wasteful expenditure incurred must be disclosed as such in the annual financial statements

	Equalisation Fund
	Strategic planning and performance management

The accounting authority did not, in consultation with its executive authority, conclude a shareholder’s compact for the year under review as required by Treasury Regulation 29.2.1.

Quarterly reports were not prepared and submitted to the executive authority as required by Treasury Regulation 29.3.1.

The accounting authority did not ensure that the public entity had and maintained  effective, efficient and transparent systems of financial and risk management and internal control as required by section 51(1)(a)(i)  of the PFMA.

Internal audit

Internal audit did not submit reports, detailing performance against the annual internal audit plan, to the audit committee, as required by Treasury Regulation 27.2.7(d).

Internal audit did not evaluate the effectiveness and efficiency of controls and did not make recommendations for its enhancement and improvement, as required by Treasury Regulation 27.2.10.

Internal audit did not evaluate the reliability and integrity of financial and operational information, as required by Treasury Regulation 27.2.10(b).

Internal audit did not evaluate compliance with laws and regulations, as required by Treasury Regulation 27.2.10(e).

Monitoring and oversight

The accounting authority did not notify the National Treasury, in writing, that the public entity is not listed, as required by section 47(2) of the PFMA.


	The leadership of the entity has not exercised effective oversight responsibility over performance reporting and compliance and related internal controls as no performance objectives were set for the financial year.

The finding is as a result of lack of review of compliance with the PFMA. The requirements of the PFMA were therefore not met resulting in the non-compliance with applicable laws and regulations.

The uncertainty regarding the roles and responsibilities of the DoE and CEF has contributed to the lack of internal audit activity. 

Internal audit did not obtain approval from the appropriate governance level in the entity, being the audit committee, for discontinuing with the internal audit plan.
Management did not review and monitor compliance with applicable laws and regulations to ensure compliance with the PFMA.

The roles and responsibilities of CEF SOC Ltd (CEF) and the Department of Energy (DoE) with respect to the Equalisation Fund have not been adequately defined with the result that this matter has not been attended to.

	Compliance with the Public Finance Management Act should be administered and implemented in all aspects of the Equalisation Fund.

Performance objectives should be set for the fund so that performance of the fund can be assessed as and accountability and tracking of progress of the fund can be monitored.

In order to provide assurance to the governance structures of the Equalisation Fund, internal audit must continue with its planned engagements until appropriate approval is obtained to abandon the project plan. 

Regular internal audits should be carried out to provide assurance on the effective operation of internal controls.

After each external audit cycle, internal audit should conduct an assessment on the implementation of management’s action plans to address external audit findings.

A detailed review of the annual financial statements should be performed timeously before submission to the external auditors.

Internal audit must, at a minimum, comply with the TR requirements.
CEF SOC Ltd and the Department of Energy need to clarify each entity’s roles and responsibilities with regard to the Equalisation Fund.

Based on the outcome of bullet point one above, the responsible party must engage with National Treasury to resolve the legal status of the Equalisation Fund.




4. Drivers of internal controls
Below is our assessment of the implementation of the drivers of internal control, based on significant deficiencies identified during our audit of the financial statements, the annual performance report and compliance with legislation. Significant deficiencies occur when internal controls do not exist, are not appropriately designed to address the risk, or are not implemented, which either had or could cause the financial statements or the annual performance report to be materially misstated and material instances of non-compliance with legislation to occur. 
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5. Other matters of interest

a)
Unauthorised expenditure:
      No unauthorised expenditure incurred by any of the entities in the portfolio.

(b)
Fruitless and wasteful expenditure incurred in 2013/2014: 

	Auditee
	Fruitless and wasteful expenditure

	
	Movement
	Amount
R
2014
	Amount
R
2013

	1
	Department of Energy (DoE)
	 SHAPE  \* MERGEFORMAT 



	0
	0

	2
	CEF (SOC) Ltd
	 SHAPE  \* MERGEFORMAT 



	7.2m
	38.6m

	3
	The South African Nuclear Energy Corporation SOC Ltd (NECSA) 
	 SHAPE  \* MERGEFORMAT 



	0.16m
	0.11m

	4
	National Energy Regulator of South Africa (NERSA)
	 SHAPE  \* MERGEFORMAT 



	0.01m
	0.001m

	5
	South African National Energy Development Institute (SANEDI)
	 SHAPE  \* MERGEFORMAT 



	0
	0.002m

	6
	Electricity Distribution Industry (EDI) Holdings SOC Ltd
	
	
	6.6m

	7
	National Nuclear Regulator (NNR)
	 SHAPE  \* MERGEFORMAT 



	0
	0

	8
	Equalization Fund
	 SHAPE  \* MERGEFORMAT 



	0
	0


(c)
Irregular expenditure incurred in 2013/2014: 

	Auditee
	Irregular expenditure

	
	Movement
	Amount
R
2014
	Amount
R
2013

	1
	Department of Energy (DoE)
	 SHAPE  \* MERGEFORMAT 



	0.38m
	8.2m

	2
	CEF (SOC) Ltd
	 SHAPE  \* MERGEFORMAT 



	1604.1m
	875.0m

	3
	The South African Nuclear Energy Corporation SOC Ltd (NECSA) 
	 SHAPE  \* MERGEFORMAT 



	5.8m
	0.06m

	4
	National Energy Regulator of South Africa (NERSA)
	 SHAPE  \* MERGEFORMAT 



	0.06m
	3.1m

	5
	South African National Energy Development Institute (SANEDI)
	 SHAPE  \* MERGEFORMAT 



	6.5m
	12.6m

	6
	Electricity Distribution Industry (EDI) Holdings SOC Ltd
	
	
	0

	7
	National Nuclear Regulator (NNR)
	 SHAPE  \* MERGEFORMAT 



	0
	0.28m

	8
	Equalisation Fund
	 SHAPE  \* MERGEFORMAT 



	0
	0


6. Other reports

6.1 Investigations

6.1.1
CEF


The following two investigations conducted during the financial year :

· Anindependent consulting firm performed an investigation at the request of the Honourable Minister of energy and the Board during the 2013 reporting period. The investigation was initiated based on an allegation of possible misappropriation of the public entity’s assets. The investigation was concluded during the 2014 reporting period and resulted in criminal proceedings being instituted against internal and external parties. These proceedings are currently in progress.

7. Combined Assurance on Risk Management in the Public Sector
The annual report is used to report on the financial position of auditees, their performance against predetermined objectives and overall governance, and one of the important oversight functions of legislatures is to consider auditees’ annual reports. To perform an oversight function, the oversight function needs assurance that the information in the annual report is credible. To this end, the annual report also includes our auditor’s report, which provides assurance on the credibility of the financial statements and the annual performance report as well as on the auditee’s compliance with legislation. 

Our reporting and the oversight processes reflect on past events, as it takes place after the end of the financial year. However, management, the leadership and those charged with governance contribute throughout the year to the credibility of financial and performance information and compliance with legislation by ensuring that adequate internal controls are implemented. 

We assess the level of assurance provided by these assurance providers based on the status of internal controls and the impact of the different role players on these controls. We provide our assessment for this audit cycle below.

	Auditee
	Senior management
	Accounting Authority
	Executive authority
	Head of SCM
	Audit committee
	Internal audit
	Chief Financial Officer 

	DOE
	 
	 
	
	
	 
	 
	 

	CEF
	 
	 
	
	
	 
	 
	 

	EQF
	 
	 
	
	
	 
	 
	 

	EDI
	
	
	
	
	
	
	

	NECSA
	
	
	
	
	
	
	

	NERSA
	
	
	
	
	
	
	

	NNR
	
	
	
	
	
	
	

	SANEDI
	
	
	
	
	
	
	


ASSURANCE LEVEL INDEX
	 
	PROVIDES ASSURANCE

	 
	PROVIDES SOME ASSURANCE

	
	DON’T PROVIDE ASSURANCE

	
	AUDIT NOT FINALISED 

	
	NO SCM PROCESSES.


8. Commitments
Below is our assessment of the progress in implementing the commitments made by the previous executive authority to address prior and current year audit findings. 
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Improve the quality of quarterly financial reporting through proper reviews of financial information by the governance structures through internal audit








Status of key commitments by minister








�/a* – The department was only established during the 2010-11 financial year


n/a** – The entity was only established during the 2011-12 financial year









