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MANAGEMENT REPORT TO THE ACCOUNTING OFFICER ON THE 
AUDIT OF THE DEPARTMENT OF AGRICULTURE, FORESTRY AND 
FISHERIES FOR THE YEAR ENDED 31 MARCH 2018 

 

INTRODUCTION 

1. The purpose of the management report is to communicate audit findings and other key audit 
observations to the accounting officer and the report does not constitute public information. 
This management report includes audit findings arising from the audit of the financial 
statements, performance information and compliance with legislation for the year ended 31 
March 2018.  

2. These findings were communicated to management and this report details management‘s 
response to these findings. The report includes information on the internal control deficiencies 
that we identified as the root causes of the matters reported. Addressing these deficiencies will 
help to improve the audit outcome.  

3. In accordance with the terms of engagement, our responsibility in this regard is to:  

 express an opinion on the financial statements 

 express an opinion in the management report on the usefulness and reliability of the 
reported performance information for selected programmes, and report the material 
findings in the auditor‘s report 

 report on material findings relating to compliance with specific requirements in key 
applicable legislation, as set out in the general notice issued in terms of the Public Audit 
Act, 2004 (Act No. 25 of 2004) (PAA).  

Our engagement letter sets out our responsibilities and those of the accounting in detail.  

4. This management report consists of the overall message arising from the audit, summary of key 
findings and observations, annexures containing the detailed audit findings, annexures to the 
report on the audit of performance information as well as the annexure to internal control 
deficiencies reported. 

5. The auditor‘s report is finalised only after the management report has been communicated. All 
matters included in this report that relate to the auditor‘s report remain in draft form until the 
final auditor‘s report is signed. In adherence to section 50 of the PAA, we do not disclose any 
information obtained during the audit and contained in this management report.  

6. The figure that follows provides a pictorial summary of the audit results and our key messages 
on how to sustain the audit outcomes with the focus on the following:1   

 Status of the audit outcomes 

 Status of the level of assurance provided by key role players 

 Status of the drivers of internal controls 

 Status of risk areas  

 Root causes to be addressed 

 

Movement from the previous year is depicted as follows: 
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  /  Improved  

 /  Unchanged / slight improvement / slight regression      

   / Regressed 
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Stagnation in audit outcomes Types of audit outcomes 

Unqualified with findings 

Qualified with findings 

Adverse with findings 

Disclaimed with findings 

Assurance levels 
First level of assurance Second level of assurance 

Accounting officer 

Executive authority 

Provides 
assurance 

Provides some assurance Provides limited/no 
assurance 

Vacant/ not 
established 

Root causes should be addressed 

and best practices should be 

maintained 
Oversight responsibility was not 
exercised over reporting on 
predetermined objectives and 
compliance with legislation as well 
as related internal controls, 
resulting in material misstatement 
of the report on predetermined 
objectives submitted for audit and 
instances of material non-
compliance with the TR.  
  
Management did not implement 
sufficient and appropriate action 
plans for the review of the report 
on predetermined objectives and 
monitoring compliance to 
legislation resulting in repeat 
findings.  

To improve/maintain the audit outcomes … 

… attention is given to the key controls and … 5 4 

… the key role players need to assure that … 
2 

… the root causes are addressed … 

1 

… the risk areas and  … 

Risk areas 

Quality of 
submitted 
financial 

statement 

Financial  
health 

Human, 
resource 

management 

Information 
technology 

Quality of 
submitted 

performance 
information 

Supply  
chain 

management 

3 

… the best practices are maintained. 

Status of drivers of internal controls 

Leadership 

Effective 
leadership culture 

Oversight 
responsibility 

HR Management 

Policies and 
procedures 

Audit action plans 

IT Governance 

Proper record keeping 

Processing and 
reconciling control 

Regular reporting 

Compliance 
monitoring 

IT system controls 

Financial and performance 
management 

Governance 

Risk management 

Unqualified with no findings 

2017-18 2016-17 2015-16 

Senior management  

Quality of 
submitted 
financial 

statement 

Quality of 
submitted 

performance 

information 

Audit committee 

Internal audit 

Internal audit 

Audit committee 
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OVERALL MESSAGE 
 

7. During the audit process it was noted that the department addressed some of the previous audit 
findings and implemented additional control measures to monitor previous audit findings even 
though it has not yielded the desired outcome or an improvement in the overall audit outcome 
of the department.   

8. There was instability within the leadership of the department, whilst certain key positions were 
vacant. Whilst noting the present moratorium in the appointment of staff, it is crucial that key 
positions are filled with people with the required competencies. Stability in leadership also 
correlates with good audit outcomes.  

9. Strategic planning within the department needs to be improved to ensure that targets set should 
be specific and relevant with emphasis on service delivery. Performance management must be 
more robust through improvement in record keeping and daily and monthly processing of 
transactions to ensure credible performance reporting.  

10. Challenges existed in the valuation of biological assets; processes in place for the collection 
and safeguarding of forestry revenue; strategic planning; reporting of credible performance 
information; and risk management. The latter has been previously reported and have not been 
adequately addressed in order for an improvement in the audit outcome to be realised.  

IT governance 

11. The direction and oversight of IT governance was found to be adequately and effectively 
maintained in most instances.  However, there were weaknesses identified relating to the lack 
of funding for ICT Master System Plan initiatives and projects as the requests submitted for 
funding of ICT projects and initiatives were still not successful.  

IT system controls 

12. There were weaknesses identified relating to the inadequate design and/or implementation of 
controls in the focus areas of security management, user access management, program 
change management and ICT service continuity which can have a direct impact on the 
business operations of the department.  
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SECTION 1: Interactions with stakeholders responsible for oversight 
and governance 

13. During the audit cycle, we met with the following key stakeholders responsible for oversight 
and governance to communicate matters relating to the audit outcome and matters identified 
during our status of records review/s of the department: 

Key stakeholder Purpose of interaction Number of 
interactions 

Chair of the portfolio committee on 
Agriculture, Forestry and Fisheries 

The purpose was to provide an overview of the audit 
outcomes and other findings in respect of the 
Department of Agriculture, Forestry and Fisheries 
(DAFF), its entities for the 2016-17 financial year and key 
messages and three year trend on overall improvement 
in audit outcomes. 

1 

Portfolio committee on Agriculture, 
Forestry and Fisheries 

Overview of the proactive review of the 2018-19 APP 
prior to the approval thereof 

1 

Minister of Agriculture, Forestry and 
Fisheries 

The purpose was 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 
2016-17 audit outcomes as well as to highlight the 
successes, challenges and recommended actions for the 
portfolio 

1 

Director General of the Department of 
Agriculture, Forestry and Fisheries. 

The purpose was to provide an overview of the audit 
outcomes for the Department of Agriculture, Forestry and 
Fisheries (DAFF), its entities for 2016-17 and three-year 
trend on overall audit outcomes. There was also a 
number of audit steering committee meetings held where 
audit findings issued were discussed with management.  

20 

Audit committee Various audit committee meetings were attended which 
involved discussions of internal audit and risk 
management matters as well as external audit matters 
i.e. discussion of the audit plan, discussion of the interim 
management report, discussion of the final management 
report and audit report for the 2017-18 audit. 

6 

 

14. At these interactions, we shared the following key matters affecting audit outcomes and the 
department: 

 Emerging risks and audit strategy for the 2017-18 audit; 

 Status of key controls; 

 Matters noted during the interim audit; and  

 Progress and outcomes for the 2017-18 audit. 
 
15. Some stakeholders made commitments to implement initiatives that can improve the audit 

outcome. The commitments given and the progress of previous commitments are included in 
section 3.2, which deals with the assessment of assurance providers. 
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SECTION 2: Matters relating to the auditor’s report 

AUDIT OF THE FINANCIAL STATEMENTS  

16. We identified material misstatements in the financial statements during the audit. These misstatements were not prevented or detected by the 
department‘s system of internal control. These material misstatements also constitute non-compliance with section 40(1) of the Public Finance 
Management Act (PFMA).  

Material misstatement Impact 
 

R 
current year 

Impact 
 

R 
prior year 

Financial statement 
item 

Finding  
 

Occurred in prior 
year 

 

Material misstatements corrected 

Biological assets  Misstatement in valuation and accuracy of biological 
assets – COMAF 31.1 

No  38,765,403 0 
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AUDIT OF THE ANNUAL PERFORMANCE REPORT 

17. In terms of the AG directive, the opinion on the audit of reported information will be included in 
the management report.  The report is included below to enable management and those 
charged with governance to see what the report will look like once it is published in the 
auditor‘s report. I will report all the audit findings included under the basis for 
opinion/conclusion and the other matter sections of this report in the auditor‘s report.   

Introduction and scope 

18. I have undertaken a reasonable assurance engagement on the reported performance 
information for the following selected programmes presented in the annual performance report 
of the department for the year ended 31 March 2018: 

Programmes Pages in annual 
performance report 

Opinion Mov. 

Programme 2 – Agricultural Production, Health 
and Food Safety  

x – x 
Qualified  

Programme 3 – Food Security and Agrarian 
Reform 

x – x 
Unqualified  

Programme 4 – Trade Promotion and Market 
Access 

x – x 
Qualified  

Programme 5 – Forestry and Natural 
Resources Management 

x – x 
Unqualified  

 

19. I conducted my reasonable assurance engagement in accordance with the International 
Standard on Assurance Engagements, ISAE 3000: Assurance engagements other than audits 
or reviews of historical financial information.  

20. I believe that the evidence I have obtained is sufficient and appropriate to provide a basis for 
my opinions. 

Programme 2 – Agricultural Production, Health and Food Safety  

Qualified opinion  

21. In my opinion, except for the effects of the matters described in the basis for qualified opinion 
section of my report, the reported performance information for Agricultural Production, Health 
and Food Safety programme is useful and reliable in accordance with the applicable criteria as 
developed from the performance management and reporting framework set out in annexure D 
to this report. 

Basis for Qualified opinion  

Indicator number 2.2.3: Number of regulatory compliance and monitoring interventions 
implemented 

22. I was unable to obtain sufficient appropriate audit evidence for the reported achievement of the 
target: four regulatory interventions implemented (quarantine, inspections, surveillance and 
testing). This was due to information provided as evidence not being complete and accurate. I 
was unable to confirm the reported achievement by alternative means. Consequently, I was 
unable to determine whether any adjustments were required to the achievement of the 
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indicator: number of regulatory compliance and monitoring interventions implemented as 
reported in the annual performance report. 

Programme 3 – Food Security and Agrarian Reform  

Opinion  

23. In my opinion, the reported performance information for Food Security and Agrarian Reform of 
programme is useful and reliable, in accordance with the applicable criteria as developed from 
the performance management and reporting framework as set out in annexure D to this report 

Programme 4 – Trade Promotion and Market Access  

Qualified opinion 

24. In my opinion, except for the effects of the matters described in the basis for qualified opinion 
section of my report, the reported performance information for Trade Promotion and Market 
Access programme is useful and reliable in accordance with the applicable criteria as 
developed from the performance management and reporting framework set out in annexure D 
to this report. 

Basis for Qualified opinion  

Indicator number 2.3.9: International relations strategy implemented 

25. The targets for this indicator were not specific in clearly identifying the nature and required level 
of performance during the planning process, as required by the FMPPI. 

Indicator Planned target Reported achievement  

2.3.9 International 
relations strategy 
implemented 

Report on strategic engagement of 
partners within South -South, north 
south and multilateral 
agencies/forums 

Report on strategic engagement of 
partners within South-South, north 
south and multilateral 
agencies/forums has been 
compiled. 

Report on strategic engagement of 
partners within Africa and Africa 
agencies  

Report on strategic engagement of 
partners within Africa and African 
agencies has been compiled. 

Status report on compliance to AU 
and SADC obligations 

Status report on compliance to AU 
and SADC obligations has been 
compiled. 

Programme 5 – Forestry and Natural Resources Management  

Opinion  

26. In my opinion, the reported performance information for Forestry and Natural Resources 
Management of programme is useful and reliable, in accordance with the applicable criteria as 
developed from the performance management and reporting framework as set out in annexure 
D to this report 

Other matters 

27. I draw attention to the matters below. My opinions are not modified in respect of these matters. 
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Achievement of planned targets 

28. Refer to the annual performance report on pages x to x; x to x for information on the 
achievement of planned targets for the year and explanations provided for the under-
/overachievement of a significant number of targets. This information should be considered in 
the context of the material findings on the usefulness and reliability of the reported performance 
information in paragraphs [x; x; x] of this report. 

Adjustment of material misstatements 

29. I identified material misstatements in the annual performance report submitted for auditing. 
These material misstatements were on the reported performance information of programme 2: 
agricultural production, health and food safety; programme 3: food security and agrarian 
reform; and programme 4 – trade promotion and market access. As management subsequently 
corrected only some of the misstatements, I raised material findings on the usefulness and 
reliability of the reported performance information. Those that were not corrected are reported 
above. 

Responsibilities of accounting officer for the reported performance information  

30. The accounting officer is responsible for the preparation of the annual performance report in 
accordance with the prescribed performance management and reporting framework, as set out 
in annexure D to this report and for such internal control as the accounting officer determines is 
necessary to enable the preparation of performance information that is free from material 
misstatement in terms of its usefulness and reliability. 

Auditor-general’s responsibilities for the reasonable assurance engagement on the 
reported performance information 

31. My objectives are to obtain reasonable assurance about whether the reported performance 
information for the selected programmes presented in the annual performance report is free 
from material misstatement and to issue a management report that includes my opinions. 
Reasonable assurance is a high level of assurance, but is not a guarantee that the assurance 
engagement conducted in accordance with the relevant assurance standards will always detect 
a material misstatement when it exists. Misstatements can arise from fraud or error and are 
considered material if they could reasonably be expected to influence the relevant decisions of 
users taken on the basis of the reported performance information. 

32. My procedures address the reported performance information, which must be based on the 
approved performance planning documents of the department. I have not evaluated the 
appropriateness of the performance indicators established and included in the planning 
documents. My procedures do not extend to any disclosures or assertions relating to planned 
performance strategies and information relating to future periods that may be included as part 
of the reported performance. Accordingly, my opinion does not extend to these matters.  

33. A further description of my responsibilities for the reasonable assurance engagement on 

reported performance information is included in annexure E to this report.  

AUDIT OF COMPLIANCE WITH LEGISLATION 

34. Included below are material findings on compliance with selected specific requirements of 
applicable legislation, as set out in the general notice issued in terms of the PAA. 
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Annual financial statements   

35. The financial statements submitted for auditing were not were not prepared in accordance with 
the prescribed financial reporting framework as required by section 40(1)(b) of the PFMA. 
Material misstatements of the biological assets disclosure not identified by the auditors in the 
submitted financial statement were corrected, resulting in the financial statements receiving an 
unqualified opinion. 

Revenue management  

36. Appropriate processes were not implemented to provide for the collection of and reconciliation 
of revenue, as required by treasury regulation 7.2.1. 

Expenditure management  

37. Effective and appropriate steps were not taken to prevent irregular expenditure amounting to 
R5,479 million, as disclosed in note 26 to the annual financial statements, as required by 
section 38(1)(c)(ii) of the PFMA and treasury regulation 9.1.1. The majority of the irregular 
expenditure was caused by non-compliance with supply chain management requirements.  

OTHER INFORMATION 

38. The department‘s accounting officer is responsible for the other information. The other 
information comprises the information included in the annual report and the audit committee‘s 
report. The other information does not include the financial statements, the auditor‘s report 
thereon and those selected programmes presented in the annual performance report that have 
been specifically reported on in the auditor‘s report.  

39. My opinion on the financial statements and findings on the reported performance information 
and compliance with legislation do not cover the other information and I do not express an 
audit opinion or any form of assurance conclusion thereon. 

40. In connection with my audit, my responsibility is to read the other information and, in doing so, 
consider whether the other information is materially inconsistent with the financial statements 
and the selected programmes presented in the annual performance report, or my knowledge 
obtained in the audit or otherwise appears to be materially misstated. If, based on the work I 
have performed on the other information obtained prior to the date of this auditor‘s report, I 
conclude that there is a material misstatement of this other information, I am required to report 
that fact. 

 No material inconsistencies were identified  
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INTERNAL CONTROLS 

41. The significant deficiencies in internal control which led to our overall assessment of the status 
of the drivers of key controls, as included in the figure in paragraph x, are described below. The 
detailed assessment of the implementation of the drivers of internal control in the areas of 
financial statements, performance reporting and compliance with legislation is included in 
annexure F. 

Leadership 

Effective leadership culture 

42. Management established a formal code of conduct that addressed appropriate ethical and 
moral behaviour. Instances of management override of controls were noted as a result of the 
requirements of section 64 of the PFMA. The latter was in respect of the payment of legal fees 
for the MLRF and legal fees for the Minister.  

Oversight responsibility 

43. A key element of internal control is monitoring by the different assurance providers to ensure 
that internal controls are adhered to, risks are managed, and outcomes are achieved. It is 
important that all the assurance providers understand their roles, are equipped to perform their 
functions and are given the authority their role requires; while the outcomes of their monitoring 
and oversight should also be responded to appropriately. 

44. During the prior year, management indicated that challenges exist with regard to CASP not 
being institutionalised within the department and properly resourced; and other directorates 
that performed monitoring visits not making their reports available to the CASP team. This 
resulted in the CASP team failing to have the required evidence that monitoring occurred. 
Funding has been made available by National Treasury to capacitate the CASP and 
Ilima/Letsema programme which was R60 million over three years (2015-16: R10 million, 2016-
17: R20 million and 2017-18: R30 million), however, monitoring is not as desired to ensure that 
funds are disbursed as intended.   

45. Monitoring by the Forestry directorate of plantations were inadequate to determine whether the 
controls at the various plantations are adequate to prevent and detect non-compliance with 
Treasury Regulations impacting financial and compliance reporting. 

Human resource management 

46. We performed an assessment of the management of human resources and noted that there is 
presently a temporary suspension in the filling of vacant posts within the department. The 
department indicated that this is as a result of the compensation of employee costs budget 
being inadequate in order to fill vacancies. In this regard, a departmental task team has been 
set up to ensure budget ceilings set by National Treasury are not exceeded and practical 
measures are identified to manage existing human resources.  

Management of vacancies 

 The overall vacancy rate at year-end increased from 11.5% in the previous year to 14.9% in 
the current year. 
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 The senior management vacancy rate at year end increased from 15.2% in the previous year 
to 20.8% in the current year. 

 Positions in senior management were vacant for more than 12 months. 19 positions were 
vacant for more than 12 months.  

 The 19 positions had been vacant for more than 12 months included posts that are critical for 
performance reporting, e.g. the Chief Director: Monitoring and Evaluation has been vacant 
since 1 September 2016. 

 Vacant positions in senior management were not advertised within six months.  

 The following Deputy Director-General (DDG) positions are vacant and officials have been 
acting within these posts:  

o DDG: Forestry and Natural Resources Management – Post vacant from 01 September 
2017; 

o DDG: Food Security and Agrarian Reform – Post vacant from 01 July 2017; and  

o DDG: Economic Development, Trade and Marketing – Post vacant from 08 April 2017. 

Action plans to address internal control deficiencies 

47. Action plans were prepared and monitored on a regular basis, however instances were still 
noted where matters previously reported by external audit and internal audit were not 
addressed. The department failed to implement consequence management for officials who 
failed to comply with milestones and measures set per the action plans developed.  

Information technology governance framework 

48. Some information technology governance controls were found to be inadequately implemented 
with the following internal control deficiency to be considered by management: 

 There was still a lack of funding for ICT Master System Plan initiatives and projects as the 
requests submitted for funding of ICT projects and initiatives were still not successful. 

Financial and performance management  

Proper record keeping 

49. We performed visits to a number of border posts and ports of entry and noted that a proper 
filing/record management system was not in place, documents were not properly filed and 
easily retrievable and available for audit purposes to support credible performance reporting. 
Controls with regard to record keeping to ensure complete information with regard to 
quarantine, inspections and testing reported were ineffective on account of:  

 lack of reconciliation and review of manual spreadsheets with supporting documents; 
and  

 poor controls in the filing and safeguarding of supporting documents contributing to the 
lack of review to detect misstatements in manual spreadsheets prepared.   
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50. Control with regard to record keeping to ensure complete information with regard to forestry 
revenue collection were ineffective on account of: appropriate processes were not implemented 
to provide for the collection of and reconciliation of revenue, as required by treasury regulation 
7.2.1. 

51. Delays were noted in the record keeping controls with regard to the accurate capturing of leave 
taken, however controls existed after year-end to ensure financial reporting at year-end was 
accurate.  

Daily and monthly processing and reconciling of transactions 

52. Management did not implement the following daily and monthly controls designed for: 

 Completeness of revenue received from plantations; 

 Reconciliation of the Microforest system on a monthly basis with information related to 
harvesting and TUPs at the various forestry plantations; and  

 Performance reporting as a result of transactions that take place at border posts and 
ports of entry. 

Regular, accurate and complete financial and performance reports 

53. Management is commended for preparing monthly financial reports that is evidenced with 
reconciliation to applicable supporting documentation. It is nevertheless necessary that 
management implement processes to ensure the fair value of biological assets take place prior 
to the submission of the financial statements for audit. The latter must be noted in context of 
the skills required to perform this exercise.  

54. As indicated in section 2.3, the annual performance report contained misstatements that were 
corrected. This was mainly due to reports as evidence for reported performance not being 
adequately validated to ensure information contained within the reports are complete and 
accurate. Coordination within the sector can also be improved to ensure consolidated 
transversal indicators reported are credible.  

Compliance monitoring 

55. Non-compliance with legislation could have been prevented had compliance been properly 
reviewed and monitored. Matters related to expenditure management, revenue management 
and compliance with the DoRA framework were previously reported by external and or internal 
audit. The latter resulted in the disclosure of irregular expenditure under investigation and the 
non-collection of forestry revenue. 

Information technology systems 

56. Some IT controls pertaining to security management, service continuity, user access 
management and change management were not effectively designed and/or implemented due 
to the following key internal control deficiencies: 

 The lack of evidence for the review of some of the antivirus exception reports was due to the 

McAfee Antivirus Management Console Database not being able to generate some of the 

exception reports for the specified periods due to a problem with the database and the 

migration of the management console to the latest one.  
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 Evidence of the review of some of the firewall reports could not be provided due to the old log 

files that were moved from the Firewall Management Server to the Backup Server and these 

reports take up a lot of space and is time consuming to retrieve and upload.  

 Patch management processes in the network environment were inadequate and some 
configuration settings were not adequately set in the network environment as there were 
inadequate monitoring mechanisms to ensure compliance with patch management procedures 
and no hardening standards or tools existed to monitor attacks or to discover vulnerabilities on 
the network environment.  

 The user access management procedure document for the MicroForest system was only 

recently developed and did therefore not yet include the process relating to the review of 

system controllers‘ activities on a regular basis and also due to the fact that the system was 

maintained by a service provider.  

 User access management review processes were not being performed on the MicroForest 

system such as access and login violation reviews, reviews of the appropriateness of users‘ 

access rights, and system controller activity reviews as the user access management 

procedure document for the MicroForest system was only recently developed and also due to 

the fact that the system was maintained by a service provider.   

 The department‘s change management procedures was not updated yet to cover the process 

and procedure for managing application system program changes to application systems such 

as MicroForest as MicroForest was only implemented during the year and a service provider 

was maintaining the system.  

 The department did not yet establish a primary fail-over or disaster recovery site as there was a 

lack of funding of ICT projects and the department was therefore still in the process of 

acquiring a disaster recovery site.  

Governance 

Risk management activities and risk strategy 

57. Legislation requires that a risk assessment must be conducted regularly and that a risk 
management strategy, which includes a fraud prevention plan, must be documented and used 
as set out in Treasury Regulation 3.2.27. Although the department conducted a risk 
assessment, the risk appetite within the department with regard to risk management was found 
to be lacking. In this regard, the risk management charter was not adhered to negatively 
impacting the completeness of the risks identified that required mitigation.  Resourcing and 
capacity of the risk management unit was also not properly prioritised, in addition, the risk 
management unit was given additional responsibilities of matters related to investigation and 
ethics within the department.  

Internal audit 

58. The effectiveness of risk management has an impact on the effectiveness of internal audit unit 
with regard to the directing the efforts of internal audit appropriately. The internal audit unit 
issued a number of reports during the year, however, implementation of the recommendations 
was not always prioritised by the department. Improvements were furthermore noted in the 
auditing of performance and compliance matters that were reported during the prior year. It is 
nevertheless necessary that the internal audit unit continue to provide assurance in this regard 
by reporting control deficiencies that require intervention to ensure complete and accurate 
performance reporting by the department.  



Management report of the Department of Agriculture, Forestry and Fisheries 

 

 

  18 
 

 

 

Summary 

59. The matters above, as they relate to the basis for the opinion, findings on the annual 
performance report and findings on compliance with legislation, will be summarised in the 
auditor‘s report as follows: 

Leadership 

60. There was inadequate oversight to ensure that internal controls are implemented.  In addition, 
the instability of personnel in leadership roles and vacancies in critical positions that existed 
contributed to the ineffective monitoring of action plans. 

Financial and performance management  

61. The lack of adequate controls relating to daily and monthly processing of transactions resulted 
in findings on the financial and performance reports. Non-compliance with legislation could 
have been prevented had compliance been properly reviewed and monitored.  
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SECTION 3: Assurance providers and status of implementation of 
commitments and recommendations 

Assessment of assurance providers 

62. The annual report is used to report on the financial position of auditees, their performance 
against predetermined objectives and overall governance. One of the important oversight 
functions of Parliament is to consider auditees‘ annual reports. To perform this oversight 
function, they need assurance that the information in the annual report is credible. To this end, 
the annual report 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.  

63. 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.  

64. We assess the level of assurance provided by these assurance providers based on the status 
of internal controls (as reported in section 2.6) and the impact of the different role players on 
these controls. We provide our assessment for this audit cycle below. 

Senior management: provides some assurance 

 Senior management has implemented sound controls over the financial reporting of the 
department. However, findings on compliance and performance reporting have been noted 
indicating that action plans that were developed only addressed the findings raised but not the 
root causes. 

Accounting officer: Provides some assurance 

 Instability in the leadership exists within the department, both at the Director-General and 
Deputy Director-General levels. An audit committee was in place for the 2017-18 financial year 
and a risk assessment as required by Treasury Regulation 3.2.1 was conducted. Controls 
were however not always effective, evidenced by the matters reported with regard to financial, 
performance and compliance reporting.  

Executive authority: Provides some assurance 

 The executive authority has a monitoring and oversight role with regard to specific oversight 
responsibilities towards the PFMA and the Public Service Act. Our assessment of the portfolio 
indicates that there has been no improvement and in some cases regression of the audit 
outcomes within the portfolio, and therefore oversight and monitoring was inadequate to 
ensure an improvement in the audit outcome of the portfolio.  

Internal audit: Provides assurance 

 Legislation in South Africa requires the establishment, roles and responsibilities of internal 
audit units. Internal audit form part of the internal control and governance structures of the 
department and play an important role in its monitoring activities. Internal audit provides an 
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independent assessment of the department‘s governance, risk management and internal 
control processes. 

 The internal audit unit of a department must prepare a risk-based audit plan and internal audit 
programme for each financial year. It must advise the accounting officer and report to the audit 
committee on the implementation of the internal audit plan and matters relating to internal 
audit, internal controls, accounting procedures and practices, risk and risk management, 
performance management. The internal audit unit must also perform such other duties as may 
be assigned by the accounting officer. 

 The effectiveness of risk management has an impact on the effectiveness of internal audit unit 
with regard to directing the efforts of internal audit appropriately. The internal audit unit issued 
a number of reports during the year, however, implementation of the recommendations was 
not always prioritised by the department. Improvements were furthermore noted in the auditing 
of performance and compliance matters that were reported during the prior year. It is 
nevertheless necessary that the internal audit unit, continue to provide assurance in this 
regard by; reporting control deficiencies that require intervention to ensure complete and 
accurate performance reporting by the department.  

Audit committee: Provides assurance 

 The audit committee is an independent advisory body to the accounting officer and the 
management and staff of the department on matters relating to internal financial control and 
internal audits; risk management; accounting policies; the adequacy, reliability and accuracy of 
financial reporting and information; performance management; effective governance; the 
PFMA, treasury regulations and any other applicable legislation; performance evaluation and 
any other issues.  

 The audit committee is also expected to review the annual financial statements to provide an 
authoritative and credible view of the department, its efficiency and effectiveness and its 
overall level of compliance with the applicable legislation. 

 We assessed that the audit committee as providing assurance on the basis of having a 
positive impact on the audit outcome. It is nevertheless necessary that matters with regard to 
risk management at the department be addressed appropriately as the matter has being 
reported over the last three financial years.  

Status of implementing commitments and recommendations 

65. Below is our assessment of the progress in implementing the commitments made by the 
department to address the prior and current year‘s audit findings.  

No. Commitment Made by Date Status 

1 Service delivery 

The department will put a plan in place to 

identify and specify areas where service 

delivery will take place for a period of 3 to 5 

years in the strategic plan of the 

department. 

This will assist the department to track and 
monitor service delivery and enhance 

Accounting 
officer, 
deputy-
minister and 
minister. 

28 July 
2014 

Implemented 

 The Minister conducts a 

Service Delivery Forum on a 

quarterly basis with 

agriculture, forestry and 

fisheries stakeholder to 

discuss issues of service 

delivery 

 The department has a 5 year 
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No. Commitment Made by Date Status 

planning and accountability to the citizens. 
This will further make sure that targets that 
are not achieved are not removed from the 
strategic plan, however, action plans to 
deliver services to the public are developed 
and committed to. 

strategic plan 2015/16-

2019/20 which was tabled in 

Parliament and is currently 

implemented. 

 The department has a 

Services Catalogue that is 

reviewed annually and 

implemented throughout the 

year. 

 Further the department has a 

three-year Service Delivery 

Improvement Plan 2014/15-

2017/18. A new 3 year 

2018/19-2021/22 SDIP has 

been developed and will be 

implemented starting from 

2018/19 financial year. 

2 Credible reporting 

The department will implement daily, 
weekly and monthly checks and balances 
to ensure the credibility and completeness 
of financial and performance information 
presented to management and oversight 
committees 

Accounting 
officer, 
deputy-
minister and 
minister. 

28 July 
2014 

Finance – Implemented: 
 
DAFF prepares monthly and 
quarterly financial statements and 
the National Treasury reviews the 
quarterly financial statements. The 
Office of the CFO through 
communications with public entities 
and other departments on 
contracts with DAFF has reviewed 
accruals and commitments. In 
addition, a monthly reconciliation of 
accruals and commitments is 
performed. 
 
Note that challenges still exist with 
regard to valuation of biological 
assets which has been reported 
during the last three financial 
years.  
 
AOPO – In-progress: 
 
Usefulness is still a challenge i.e. 
Programme 2 and 4. Material 
adjustments were still noted in 
respect of credible performance 
reporting during the current 
financial year.  

3 Reduction in the use of consultants 

The department will plan to support 

agricultural schools and encourage 

youngsters to study in the agricultural field.  

This will assist in reducing the use of 
consultants in this field and ensure that the 
department achieves maximum return on 
investment made. 

Accounting 
officer, 
deputy-
minister and 
minister. 

28 July 
2014 

Implemented: 
 
A framework was adopted on 
consultants. The appointment of 
consultants is done through the 
relevant deputy director-general. 
Consultancy advisory services 
have decreased from R22.9 million 
in 2015/16 to R17 million in 
2017/18. Outsourced services have 
decreased from R24.6 million in 
2015/16 to R19.3 million in 
2017/18. However, legal services 
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No. Commitment Made by Date Status 

have increased from R5.3 million to 
R12.4 million during the same 
period (see attached summarized 
report). 

4 Division of Revenue Act (DoRA) funds 
 
The Minister will collaborate with the 
provincial Ministerial Executive Committees 
to ensure proper monitoring and evaluation 
of the use of DoRA funds. 

Accounting 
officer, 
deputy-
minister and 
minister. 

28 July 
2014 

In progress: 
 
Compliance with regard to the 
requirements with the DoRA 
framework still exist with regarding 
to the department fulfilling its 
monitoring responsibilities 
particular with regard to CASP 
funding provided to provinces.  
 
A CASP monitoring framework was 
developed and agreed by National 
and Provincial departments. In the 
framework it was agreed that DAFF 
will monitor 50% of the funded 
projects and the provinces to 
monitor 100%. Furthermore every 
implemented project is assigned an 
extension officer and district 
managers are responsible for the 
overall implementation and 
monitoring of projects in their 
districts. 

 

 29 audit recommendations accepted by management in the prior year on matters included in 
the auditor‘s report and other important matters were implemented, or alternative actions were 
taken to resolve the finding. 

 Ten recommendations are still being implemented, or very limited progress has been made.  

 Details on the status of implementing the previous years recommendations are provided in 
section 10, which summarises the detailed audit findings.  
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SECTION 4: Specific focus areas 

FINANCIAL VIABILITY 

66. Our audit included a high-level overview of the department‘s financial viability as at year-end. 
The financial viability assessment provides useful information for accountability and decision-
making purposes and complements the financial statements by providing insights and 
perspectives thereon. The financial viability assessment is expected to enhance timely 
remedial decision-making and policy reforms where financial viability may be at risk. It will also 
highlight to management those issues that may require corrective action and the urgency and 
magnitude of the reforms and decisions necessary to maintain operations. The information 
should be used to complement, rather than substitute, management‘s own financial 
assessment. 

It should be noted that the financial viability assessment below is based on the department‘s 
financial statement amounts adjusted to reflect certain accrual accounting concepts. 

FINANCIAL VIABILITY ASSESSMENT 

 
AS AT 31 MARCH 

2018 
AS AT 31 MARCH 

2017 

EXPENDITURE MANAGEMENT 

1.1 Creditor-payment period 122 Days 78.7 Days 

1.2 

30+ day accruals as a percentage of total accruals 65.4% 72.8% 

 Amount of 30+ day accruals 

 Amount of total accruals 

R187 421 000 

R286 470 000 

R165 161 000 

R226 782 000 

REVENUE MANAGEMENT 

2.1 Debtor-collection period (after impairment) 300 Days 180.8 Days 

2.2 

Debtors impairment provision as a percentage of 
accrued departmental revenue 

17.6% 50.5% 

 Amount of debtors impairment provision 

 Amount of accrued departmental revenue 

R4 369 000 

R24 857 000 

R40 180 000 

R79 550 000 

ASSET AND LIABILITY MANAGEMENT 

3.1 

An accrual-adjusted deficit for the year was realised 
(total expenditure exceeded total revenue) 

No  No 

 Amount of accrual-adjusted surplus / (deficit) for 
the year 

R54 718 000 R166 918 000 

3.2 

An accrual-adjusted net current liability position was 
realised (total current liabilities exceeded total 
current assets) 

Yes Yes 

 Amount of accrual-adjusted net current assets / 
(liability) position 

R603 786 000 (R635 057 000) 

3.3 

An accrual-adjusted net liability position was 
realised (total liabilities exceeded total assets) 

No  No 

 Amount of accrual-adjusted net asset / (liability) R744 770 000 R745 527 000 
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FINANCIAL VIABILITY ASSESSMENT 

 
AS AT 31 MARCH 

2018 
AS AT 31 MARCH 

2017 

position 

CASH MANAGEMENT 

4.1 

The year-end bank balance was in overdraft No  No  

 Amount of year-end bank balance (cash and 
cash equivalents) / (bank overdraft) 

R123 460 000 R27 228 000 

4.2 

Cash shortfall as a percentage of next year‘s 
appropriation (budget), excluding ―compensation of 
employees‖ and "transfers and subsidies" ** 

0.1% 2.5% 

 Amount of the cash surplus / (shortfall) 

 Amount of next year‘s appropriation (budget), 
excluding ―compensation of employees" and 
"transfers and subsidies" 

(R7 090 000) 

R985 700 000 

(R170 315 000) 

R6 807 000 000 

4.3 Amounts payable in future periods as a percentage 
of the budget for the next three years, excluding 
―compensation of employees‖ and "transfers and 
subsidies"  

39.8% 3.6% 

 Amounts payable in future periods 

 Amount of the next three years‘ appropriation 
(budget), excluding ―compensation of 
employees" and "transfers and subsidies" 

R22 579 700 000 

R6 493 200 000 

 

R6 807 000 000 

R4 701 200 000 

 

4.4 Guarantees issued by the department as a 
percentage of next year‘s budget, excluding 
―compensation of employees‖ and "transfers and 
subsidies" 

0% 0% 

 Amount of guarantees issued 

 Amount of next year‘s appropriation (budget), 
excluding ―compensation of employees" and 
"transfers and subsidies" 

R57 000 

R985 700 000 

R57 000 

R6 807 000 000 

4.5 Claims against the department as a percentage of 
next year‘s budget, excluding ―compensation of 
employees‖ and "transfers and subsidies" 

64.2% % 

 Amount of claims against the department 

 Amount of next year‘s appropriation (budget), 
excluding ―compensation of employees" and 
"transfers and subsidies" 

R644 556 000 

R985 700 000 

R124 944 000 

R6 807 000 

OVERALL ASSESSMENT  

 
Yellow 

(Concerning) 
Yellow 

(Concerning) 
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High-level comments 

67. The amount of claims against the department are significant in terms of the amounts claimed. 
Whilst noting that the matters have not been finalised by the Court, the department must 
ensure that the root causes that led to the claims being lodged are identified to prevent a 
recurrence thereof which could potential impact the service delivery objectives of the 
department.  

PROCUREMENT AND CONTRACT MANAGEMENT 

68. The audit included an assessment of procurement processes, contract management and the 
related controls in place. These processes and controls must comply with legislation to ensure 
a fair, equitable, transparent, competitive and cost-effective supply chain management (SCM) 
system and to reduce the likelihood of fraud, corruption, favouritism and unfair and other 
irregular practices. A summary of the findings from the audit are as follows: 

Irregular expenditure 

69. R4,410,000 (80%) of irregular expenditure incurred in the current financial year was as a result 
of the contravention of SCM legislation, whilst R1,069,000(20%) of irregular expenditure 
incurred in the current financial year was as a result of the contravention of HR legislation. 74% 
of the irregular expenditure was detected through the department‘s monitoring processes.  

Awards to persons in the service of the state and their close family members 

70. The audit included an assessment of the interests of officials and their close family members in 
suppliers to the department. Legislation specific to procurement does not prohibit the 
department from making such awards, but compliance with the legislation and policies was 
tested to ensure that conflicts of interest did not result in contracts being unfairly awarded or 
unfavourable price quotations being accepted, and that employees obtained approval for 
performing remunerative work outside their employment as required. 

71. The findings were as follows: 

Finding 

Number 
and value 
of awards 

made 

Number 
and 

positions 
of official 
identified 

Number of 
suppliers 
identified 

Further non-compliance or irregularities regarding the 
awards 

Supplier did 
not submit 

declarations 
of interest 

Supplier did 
not declare 

interest 
(false 

declaration) 

Official 
did not 
declare 
interest 

Official 
was 

involved in 
awarding 

the 
contract/ 
quotation 

Awards made to 
officials of the 
department 

0 0 0 0 0 0 0 

Awards made to 
close family 
members, partners 
and associates of 
officials of the 
department 

1 

R459, 170 

  

1 1 0 1 1 0 

Awards to persons 
in the service of 
other state 

10 

R1,056,864 

10 9    0 
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Finding 

Number 
and value 
of awards 

made 

Number 
and 

positions 
of official 
identified 

Number of 
suppliers 
identified 

Further non-compliance or irregularities regarding the 
awards 

Supplier did 
not submit 

declarations 
of interest 

Supplier did 
not declare 

interest 
(false 

declaration) 

Official 
did not 
declare 
interest 

Official 
was 

involved in 
awarding 

the 
contract/ 
quotation 

institutions   

 

Employees doing business with the state 

72. Regulation 13(c) of the Public Service Regulations of 2016 prohibits employees of departments 
from doing business with the state from 1 August 2016. The transitional provisions of the 
regulations require that the following actions must be taken by 1 February 2017 in relation to 
those contracts that were awarded before 1 August 2016: 

An employee shall: 
o cease conducting business with the organ of the state; 
o resign as an employee; or 
o resign as a director of a company that conducts business with an organ of state or resign 

as an employee. 

73. Furthermore, section 30(1) of the Public Service Act of 1994 states, ―No employee shall 
perform or engage himself or herself to perform remunerative work outside his or her 
employment in the relevant department, except with the written permission of the executive 
authority of the department.‖ 

74. The table below provides a summary of findings on employees doing business with the state. 
These findings amount to contravention of the Public Service Code of Conduct, which must be 
investigated and action taken in accordance with the provisions of the Public Service Act.  

 Employees doing 
business with the 

department 

Employees doing 
business with other 

organs of state 

1. Contracts secured after 1 August 2016   

a. Number of employees 0 6 

b. Number of contracts/quotations 0 6 

c. Value of contracts 0 R302,790 

2. Ongoing contracts awarded before 1 August 2016 – where no 
action was taken to dispose of the interest 

  

a. Number of employees 0 0 

b. Number of contracts/quotations 0 0 

c. Value of contracts 0 0 

3. Number of employees performing other remunerative work 
without approval 

0 6 
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Procurement processes 

75. The table below is a summary of findings identified on procurement processes: 

 Total Quotations (below 
R500,000) 

Competitive bids (over 
R500,000) 

Number Value 
R 

Number Value  

R 

Number Value  

R 

Awards selected for testing 98 45 133 217 93 3 697 296 5 41 435 921 

Expenditure incurred on 
selected awards – current 
year 

 17 593 363  3 616 606  13 976 757 

Limitations – awards 
selected but could not be 
tested 

0 R0 0 R0 0 R0 

Awards on which non-
compliance was identified 

0 R0 0 R0 0 R0 

Irregular expenditure 
identified  

4 R369,862 4 R369,862 0 R0 

Instances of irregular 
expenditure where goods/ 
services were not received 

0 R0 0 0 0 R0 

 

Internal control deficiencies  

Procurement processes – general 

76. Four awards to the value of R369,682 were procured without inviting at least the minimum 
prescribed number of written price quotations from prospective suppliers and the deviation was 
not approved by a properly delegated official as evidence in respect of compliance could not be 
provided. In addition, sufficient appropriate audit evidence could not be provided that four of the 
selected awards to the value of R369,682 were made in accordance with the requirements of 
applicable SCM legislation. No alternative audit procedures could be performed to obtain 
reasonable assurance that the expenditure incurred on these awards was not irregular.  

77. Eight contracts to the value of R426 694 272 were awarded via deviation to bidders who did 
not submit a declaration of whether they were employed by the state or connected to any 
person employed by the state. Although no non-compliance was identified as the deviations 
related to state entities and no interests were noted based on the data analytics performed, it is 
necessary that the department ensure that SBD4 declarations are obtained even in respect of 
deviations to state entities. Non-compliance is also not included as per the table above. 

Internal control deficiencies  

78. Compliance monitoring with regard to SCM appears to working effectively with the exception of 

the matters reported above and can be strengthened.  
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FRAUD AND CONSEQUENCE MANAGEMENT 

79. The primary responsibility for preventing and detecting fraud rests with management and those 
charged with governance. We are responsible for obtaining reasonable assurance that the 
financial statements are free from material misstatement, whether caused by fraud or error, 
and to issue an auditor‘s report that includes our opinion. Due to the inherent limitations of an 
audit, there is a risk that some material misstatements, including fraud, may not be detected.  

80. Below is a summary of fraud risk factors that should be addressed to ensure that sufficient 
measures/controls are in place to prevent material misstatement due to fraud. 

 Approval of overtime in the Fisheries directorate was not performed with the necessary 
vigour and due diligence required as expected in terms of what constitutes reasonable care. 
This resulted in overpayment of overtime claims. The latter would need to be investigated to 
determine the full extent of overpayments which could potentially be considered as being 
fraudulent payments.  

 Controls in place for the collection of forestry revenue must be reviewed to ensure that 
controls are strengthened regarding the safeguarding and reconciliation processes.  

 Reported performance at border posts and regions might be misstated on account of the 
dependence on manual systems and there being poor record keeping to ensure 
completeness of reported performance. 

CONDITIONAL GRANTS AND TRANSFER OF FUNDS 

Transfer of conditional grants 

81. The department was responsible for transferring and monitoring the following conditional 
grants: 

o Comprehensive agriculture support programme (CASP) grant 

o Ilima/Letsema projects grant 

o LandCare programme grant 

 The audit focused on the CASP grant. Below is a summary of identified audit findings relating 
to the department‘s transferring and monitoring the CASP grant. Below are the examples: 

o The expenditure for the programmes funded by the grant was not adequately monitored 
according to the framework for the allocation. 

 

  



Management report of the Department of Agriculture, Forestry and Fisheries 

 

 

  29 
 

 

 

SERVICE DELIVERY MATTERS 

The audit included an assessment of service delivery to add additional value through our auditing. 
We focused on the following: 

82. In the context of these key projects, we coordinated the audit of the 9 provincial agriculture 
departments in order to whether the agriculture sector executed its mandate in accordance with 
the predetermined objectives, whether the procurement processes were complied with, 
whether the transactions were recorded appropriately in the financial statements, and whether 
quality goods and services were delivered which agreed with the initial requirements. The 
findings emanating from the 9 provincial auditing of key projects selected will be consolidated 
and reported in the 2017-18 AGSA General Report. 

83. As the primary economic activity in rural areas, agriculture has the potential to create close to 
one million new jobs by 2030, a significant contribution to the overall employment target. The 
auditor‘s expert appointed to determine the valuation of biological assets, noted a number of 
value-added matters that require attention by the department. The details are included within 
the detailed report shared with the department. Findings reported included the following based 
on inspection of the Forestry plantations: 

o Plantation management; 

o Condition of equipment; 

o Coppice re-establishment of eucalyptus compartments; 

o Re-establishment delays:  

o Temporary unplanted compartments; 

o Road maintenance; 

o Weed problems at plantations; and  

o Fire hazards at plantations; etc. 

Management and delivery of CASP grant 

84. The audit included obtaining an understanding of the CASP grant in the estimates of national 
expenditure (ENE) and the key projects that support the programme. 

85. We report on the management and delivery of this key programme to demonstrate the 
importance of transparency and accountability for government spending.  Plans and budgets 
as included in the ENE should translate into service delivery through good financial, 
performance and project management, supported by the fair and transparent procurement of 
goods and services. The department should also report in a credible and transparent manner 
on how the money was spent and the successes and failures of the funded programme.  

  



Management report of the Department of Agriculture, Forestry and Fisheries 

 

 

  30 
 

 

 

86. The table below summarises the audit findings on the CASP grant. 

Brief description of programme Provide effective agricultural support services; promote and facilitate 
agricultural development by targeting beneficiaries of land reform, 
restitution and redistribution, and other black producers who have 
acquired land through private means and are engaged in value-adding 
enterprises domestically or 
involved in export; and address damage to infrastructure caused by 
floods. 

Name of grant CASP grant 

Available budget for the year (Grant amount 
available for the year) 

R1 645 946 000 

Actual amount spent in the current year R1 645 946 000 

Total budget for the programme (multi-year) R5 628 618 000 from 2018/19 until 2020/2021. 

Actual amount spent from inception to date R1 645 946 000 

Key performance indicator and target for the 
year 

(3.1.1: National food and nutrition security interventions coordinated; 
3.1.2: Number of households supported with agricultural food 
production initiatives; 
3.1.3: Number of hectares cultivated for food production in communal 
areas and land reform projects; 
3.3.2: Number of smallholder producers supported; 
3.2.4: Number of Extension Support Practitioners deployed to 
commodity organisations 

Audit findings  

Overspending or underspending on budget 
available for current year 

No 

Overspending or underspending on total 
budget (multi-year) 

No 

Findings identified on accounting for the 
project (annual financial statements) 

No 

Findings on key performance indicator and 
target 

Yes (Material adjustments to performance and under achievement of 
target). 

Money spent for its intended purpose 
No finding noted at the National department. Findings to be 
consolidated in respect of the Provincial Departments of Agriculture.  

Findings on unauthorised expenditure as 
result of overspending (if applicable) 

No 

Findings identified on fruitless and wasteful 
expenditure 

No 

Findings identified on grants management (if 
applicable) 

No 
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Findings identified on the procurement of 
goods and services for the project 

No 

Findings identified on irregular expenditure No 

Findings identified on fraud No 

Findings identified on consequence 
management 

No 

Findings identified on the quality goods and 
services delivered 

No 

Quality goods and services delivered agreeing 
to initial requirements 

No 
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SECTION 5. Using the work of internal audit 

87. The auditing standards allow external auditors the optional use of the work of internal audit for 
external audit purposes and for direct assistance. We have used internal audit as follows: 

 The following reports were used for risk identification purposes:  

 Forestry revenue management; 

 Performance Information Quarter 1 of the 2017-18 financial year; 

 Risk management; and  

 CASP grant DoRA compliance review. 

SECTION 6: Emerging risks 

Accounting, performance management/reporting and compliance matters 

New pronouncements 

Modified cash standard 

Componentisation of assets 

 Departments are encouraged to componentise assets in their asset registers as it will become 
a requirement in future. The effective date to componentise assets has not been determined 
yet. 

Inventory 

88. Departments are encouraged to develop their inventory management systems as the inventory 
disclosure note will become a requirement in future. The effective date to disclose inventory is 
still to be determined by the accountant-general. 

89. Due to the uncertainty surrounding the effective date of implementation, we have not included 
any findings in the auditor‘s report relating to inventory.  

Audit findings on the annual performance report that may have an impact on 
the audit opinion in future 

90. The planned and reported performance information of selected programmes was audited 
against the following additional criteria as developed from the performance management and 
reporting framework: 

 Presentation and disclosure – Overall presentation: 

o Overall presentation of the performance information in the annual performance report is 
comparable and understandable 
 

 Relevance – Completeness of relevant indicators: 

o Completeness of relevant indicators in terms of the mandate of the auditee, including: 
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 relevant core functions are prioritised in the period under review 

 relevant performance indicators are included for the core functions prioritised in the 
period under review 
 

91. Material audit findings arising from the audit against the additional criteria do not have an 
impact on the audit opinion of the selected programmes in this report. However, it may impact 
on the audit opinion in future.  

92. The material findings in respect of the additional criteria are as follows: 

 Relevance – Completeness of relevant indicators  

All core functions, which the department is primarily responsible for in terms of its political 
mandate, were not prioritised and included in the approved annual performance plan. The reasons 
provided by management were that the department did not break down to indicate specific 
commodities as detailed per the MTSF. These functions include:  

 Increase gross value add of the fruit and vegetable industry.  
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SECTION 7: Entities controlled by the department 

93. In terms of the PFMA, the department has certain oversight responsibilities regarding the 
entities over which it has ownership control. The audit outcomes of these entities are 
summarised below. 

Name of entity Audit outcome Significant deficiencies in internal control 

Financial 
statement 

opinion 

Findings on 
the 

performance 
report 

Findings on 
compliance 

Leadership Financial and 
performance 
management 

Governance 

A
s

s
e

s
s
m

e
n

t 

M
o

v
e
m

e
n

t 

A
s

s
e

s
s
m
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t 

M
o

v
e
m

e
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t 

A
s

s
e

s
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m

e
n

t 

M
o

v
e
m

e
n

t 

Agricultural Research 
Council  (ARC) 

Qualified Yes Yes   
 

 
 

 
 

Marine Living 
Resource Fund 
(MLRF) 

Adverse Yes Yes   

 

 

 

 

 

National Agricultural 
Marketing Council 
(NAMC) 

Unqualified  No No   

 

 

 

 

 

Onderstepoort 
Biological Products 
(OBP) 

Unqualified  No Yes   

 

 

 

 

 

 
 
 

       

 Improved   Unchanged   Regressed 

     

Good  Concerning  Intervention required 

       

 

 We performed procedures to evaluate the department‘s oversight of the public entities under its 
control. The following are our findings in this regard: 

o Legislatively only Schedule 3B Public Entities are required to have a signed shareholder 
compact with national departments providing oversight. In the case of the department such 
entity is the OBP. The department though recognize as a good practice to have other public 
entities which are listed in schedule 3A, to have a shareholder agreement or performance 
agreement with the Department in place. There have been discussions in the department at 
EXCO level on strengthening oversight on Public Entities and a decision has been taken for 
coordination of shareholder development to occur within the DG‘s office while the Point of 
contacts, who are in the technical branches where the custodianship of corresponding 
establishing acts reside, will provide technical guidance with regard to the act requirements 
to enrich the contents of the shareholder agreement. This is in line with the Departmental 
Framework for Cooperative Governance (June 2004) which state that the office of the 
Director-General (DG) is responsible for adherence to governance protocol. There are 
however various structures that are providing oversight responsibilities including the CEO 
forum, MinTec, Planning and Monitoring and Evaluation forum - all with clear terms of 
references. 
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SECTION 8: Ratings of detailed audit findings 

94. For the purposes of this report, the detailed audit findings included in annexures A to C have 
been classified as follows: 

 Matters to be included in the auditor‘s report: These matters should be addressed as a matter 
of urgency. 

 Other important matters: These matters should be addressed to prevent them from leading to 
material misstatements of the financial statements or material findings on the performance 
report and compliance with legislation in future. 

 Administrative matters: These matters are unlikely to result in material misstatements of the 
financial statements or material findings on the performance report and compliance with 
legislation. 

 

SECTION 9: Conclusion 

95. The matters communicated throughout this report relate to the three fundamentals of internal 
control that should be addressed to achieve sustained clean administration. Our staff remains 
committed to assisting in identifying and communicating good practices to improve governance 
and accountability and to build public confidence in government‘s ability to account for public 
resources in a transparent manner. 

Yours faithfully 

 
 
Kgabo Komape  

Business Executive: National F 

31 July 2018 

Enquiries: Desmond Phungula  
Telephone: 012 426 8000 
Email: mhlengip@agsa.co.za 

 

Distribution: 
Audit committee  
Head of internal audit unit 
Executive authority  

mailto:mhlengip@agsa.co.za
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SECTION 10: Summary of detailed audit findings 

Page 
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Finding Classification Rating Number of 
times reported 

in previous 
three years 

Status of implementation of previous 
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Revenue management   

 Non-compliance with TR on revenue 
management – COMAF 33 

        0 In progress  

Biological assets  

 Misstatement in valuation and accuracy of 
biological assets – COMAF 31.1 

        3 In progress 

 Management and delivery of key 
programmes: Forestry – COMAF 31.2 

        3 In progress 

Predetermined objectives 

 Programme 2: Reliability of indicator 2.2.3: 
Number of regulatory compliance and 
monitoring interventions implemented – 
COMAF 22 

        0 In progress  

 Reliability of indicator 2.2.3: Number of 
regulatory compliance and monitoring 
interventions implemented (Accuracy and 
validity) – COMAF 25 

        0 In progress  

 Programme 4: Trade Promotion and 
Market Access: Targets not measurable 
and specific – COMAF  

        3 Not addressed  

 Programme 2: Reliability and presentation         0 In progress  
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of indicator number 2.1.1: Number of 
animal improvement schemes for 
prioritised value chain commodities 
implemented – COMAF 18 

 Programme 2: Completeness of planned 
performance indicators relevant to the 
mandate of the department – COMAF 21 

        0 In progress 

 Programme 3: Reported indicators as per 
the APP and APR not consistent when 
compared to planned indicators – COMAF 
24 

        0 In progress 

 Reliability of programme 3 transversal 
indicators – COMAF 26 (Revised 
04/07/2018) 

        0 In progress 

 Programme 5: Completeness of planned 
performance targets relevant to the 
mandate (4.1.3: Number of projects to 
support revitalisation of irrigation schemes 
implemented) – COMAF 17 

        0 In progress 

Non-current assets and non-current liabilities  

 Overstatement of non-current assets and 
non-current liabilities as result of incorrect 
accounting treatment of DAFF Trust Funds 
– COMAF 27 

        0 In progress 
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Transfer payments  

 Non-compliance with the grant framework 
in terms of monitoring of projects – COMAF 
15 

        2 Not addressed  

 Late payment of DoRA conditional grants         3 In progress 

Human resource management  

 The monthly compensation for overtime 
constitutes greater than 30% of the 
employee's monthly salary – COMAF 10.1 

        0 In progress 

 Overpayment of overtime as a result of the 
accuracy of overtime schedules submitted 
for payment – COMAF 10.2 

        0 In progress 

 Non-compliance with the requirements of 
paragraph 9.3 and 9.4 of the overtime 
policy – COMAF 10.3 

        0 In progress 

 Overtime claims not submitted within seven 
days after the month of the overtime 
worked as per the overtime policy – 
COMAF 10.4 

        0 In progress 

 Non-compliance with PFMA HR related 
legislation for which the non-compliance 
thereof, will result in irregular expenditure – 
COMAF 30 

        0 In progress 

 Late capturing of all categories of leave of         0 In progress 
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which the late capturing of annual leave 
resulted in an overstatement of the leave 
provision disclosure note – COMAF 16 

Procurement and contract management  

 Non-compliance with requirements of 
section 64(1), (2) and (3) of the PFMA – 
COMAF 20.1 

        0 In progress 

 Understatement of irregular expenditure in 
respect of payments made to Advocate 
Memani as Ministry legal advisor – COMAF 
20.2 

        0 In progress 

 Non-submission of SDB 4 declaration 
forms in respect of suppliers appointed via 
deviation - COMAF 28 

        0 In progress 

 Supplier (Mearnsii Training Centre) failed 
to declare relationship with an employee in 
the service of the Department of 
Agriculture, Forestry and Fisheries on the 
SBD 4 form – COMAF 12 

        0 In progress 

 Remunerative work outside the 
employment of the department and 
employee‘s disclosure of interest to the 
department – COMAF 14 

        3 Not addressed  

 Suppliers failed to declare their relationship         0 In progress 
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with employees in the service of other state 
institutions on the SBD 4 form – COMAF 
23 

Governance  

 Non-compliance noted in risk management 
activities of the department – COMAF 11 

        3 Not addressed  

 No signed shareholder‘s compact between 
the department and its state owned entities 

        1 In progress 

FINDINGS RELATING TO THE INFORMATION SYSTEMS AUDIT 

INFORMATION TECHNOLOGY GOVERNANCE 

 Lack of funding for Information 
Communication Technology Master 
System Plan initiatives and projects 

        2 Not addressed  

SECURITY MANAGEMENT 

 Evidence of the review of some antivirus 
exception reports could not be provided    

 

  

 

 

0 In progress 

 Evidence of the review of some of the 
firewall events and threat prevention 
reports could not be provided    

 

  

 

 

0 In progress 

SECURITY MANAGEMENT (NETWORK) 

SECURITY MANAGEMENT (INTERNAL VULNERABILITY ASSESSMENT) 

 Inadequate patch management processes         0 In progress 

 Inadequate configuration settings in the 
network environment    

 

  

 

 

0 In progress 
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User access management  

 Inadequately designed user access 
management procedure document for 
MicroForest    

 

  

 

 

0 In progress 

 User access management review 
processes inadequately implemented on 
MicroForest    

 

  

 

 

0 In progress 

Programme change management  

 Inadequately documented change 
management procedures    

 

  

 

 

0 In progress 

INFORMATION TECHNOLOGY SERVICE CONTINUITY 

 Inadequate Disaster Recovery planning         1 Not addressed 

 



 

 

 

  42 
 

 

 

Detailed audit findings 

 

ANNEXURE A: MATTERS AFFECTING THE AUDITOR’S REPORT  

Revenue management  

1. Non-compliance with TR on revenue management – COMAF 33 
 
Audit finding 
 
The following are the requirements of the Treasury Regulations in terms of revenue management:  
 
TR 7.1 Application of these Treasury Regulations: 
 

7.1.1 The Treasury Regulations in this chapter apply to the identification, collection, 
recording and safeguarding of all revenue for which an institution is responsible. 

 
TR 7.2: Responsibility for revenue management:  
 

7.2.1 The accounting officer of an institution must manage revenue efficiently and 
effectively by developing and implementing appropriate processes that provide for 
the identification, collection, safeguarding, recording and reconciliation of 
information about revenue. 

Departmental revenue is accounted for on the cash basis of accounting, i.e. the revenue is only 
recorded in the accounting system when the cash is received. 
 
Internal audit in its report entitled revenue collection – forestry management issued on 25 January 
2018 noted the following: 
 

 Contractors not adequately supervised when collecting timber upon payment for purchases;  

 Critical posts have been identified and a submission was prepared by the Deputy Director: 
Commercial Forestry for approval and for recruitment and selection of employees. More 
Security Guards need to be appointed. There is no budget to employ specific people / tally 
Clerks to check the timber collection in the plantations 

 
In order to address the risks emanating and in order determine compliance with the requirements 
of TR 7.1.1, we engaged the services of the auditor‘s expert and the following was noted: 
 

 Contractors will harvest the prime timber and leave the scrap timber behind. Although 
compartments to be harvested are marked, there is not sufficient management from DAFF 
in ensuring that all timber within the compartment is harvested, and whatever is loaded for 
transport is checked before leaving the plantation. There are no weighbridges at the 
plantations and hence products will only get checked once over the weighbridge at the 
mills. Not all products are delivered to the mills. The estimate of volumes in Microforest is 
still being verified and should only be used as a ―guideline‖ for payment of what is in the 
specific compartment. We are not sure how the actual volumes are calculated prior to the 
transport leaving the plantations. 

 Security is a problem and was expressed by all the Plantation Managers at the plantations 
we visited. Theft of droppers and building poles from compartments was prevalent in the 
Kwagubeshe, Limpopo and Eastern Cape plantations. Budget constraints seem to be the 
major problem for the plantations.  
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2017/2018 
           

  
2017 2018 

     

Plantation 
Closing 
Volume 

(m³) 

Harvested 
Volume (m³) 

Adjusted 
Volumes after 

Harvesting 
(m³) 

Closing 
Volumes (m³)  
(Microforest) 

Variance 
(m³) 

  Value (2017) Value (2018) Variance % Change 

No. Name                     

550 Nkonisa 85 847 59 395 26 452 16 517 -9 935 
 

31 743 083 5 718 075 -26 025 008 -82,0% 

573 Hlokosi 139 763 155 656 -15 893 9 431 25 324 
 

17 174 822 3 655 002 -13 519 820 -78,7% 

574 Qudeni 153 059 92 741 60 318 44 299 -16 019 
 

53 519 561 15 900 232 -37 619 329 -70,3% 

575 Sokhulu 49 238 21 592 27 646 8 933 -18 713 
 

5 355 728 1 308 410 -4 047 318 -75,6% 

590 Voorspoed 179 416   179 416 144 140 -35 276 
 

24 806 752 19 003 863 -5 802 890 -23,4% 

591 Luvhola 58 725   58 725 49 222 -9 503 
 

8 937 851 8 039 309 -898 542 -10,1% 

598 Hebron 72 174   72 174 57 109 -15 065   9 407 673      7 686 623,82  -1 721 050 -18,3% 

 
We have analysed the data (volumes) for the plantations where there has been a significant drop 
in the value of the Biological Asset from 2016/2017 to 2017/2018 financial years, as shown in the 
table above. We have not applied this to the Eastern Cape Plantations as there has been an 
incorporation of smaller plantations into the larger Estates. From the above it is clear that the 
volumes from 2017, after harvesting in 2018 (using the volumes reported in the harvesting 
schedules), shows a -15,893m³ in Hlokosi and 9,431m³ in Microforest (after adjusting for 
harvesting not recorded – 2,106m³). The balance of the plantations listed are showing negative 
volumes. The change in values from 2017 to 2018 vary from -R898,542 (-10.1%) at Luvhola to -
R37,619,329 (-70.3%) at Qudeni. This could indicate that harvesting is taking place and is not 
being fully recorded (there is no harvesting at Hebron, yet this refelects a figure of 15,065m³), or 
the information in the dataset loaded into the Microforest System is not correct. These figures 
show that sustainable forestry harvesting and farming husbandry is not being conducted 
within the DAFF plantations. 
 
In order to determine the completeness and the collection in the recording of revenue, the table 
below reflects the revenue from harvesting (as per schedules) compared to the income reflected as 
per the department financials as at 31 March 2018. 
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Plantation Name
Volumes                   

(as per schedule)
Income

Income                     (as 

per Financials)
Variance

Amanzamnyama 14 048 R8 284 082 R7 546 705 -R737 377

Tonti 6 100 R3 023 889 -R3 023 889

Gomo 8 301 R4 461 531 -R4 461 531

Etwa 4 800 R2 034 181 R2 323 180 R288 999

Ntywenka 315 R122 089 R153 265 R31 176

EC Other R16 945 753 R16 945 753

Total EC 33 564 R17 925 772 R26 968 903 R9 043 131

Nkonisa 59 395 R24 054 975 R8 508 337 -R15 546 638

Qhudeni 92 741 R37 560 105 R51 117 -R37 508 988

Kwagubeshe 51 690 R20 410 375 R60 417 -R20 349 958

Hlokozi 155 656 R63 040 680 R30 -R63 040 650

Mbizweni 8 987 R3 415 060 -R3 415 060

Summerfield 7 729 R2 937 020 R28 418 -R2 908 602

Rondedraai 11 004 R4 181 520 R106 265 -R4 075 255

Sokhulu 21 762 R8 770 010 R1 120 -R8 768 890

Mbazwana 21 592 R8 204 960 R36 406 -R8 168 554

Manzengwenya 12 975 R4 930 500 R7 551 -R4 922 949

KZN other R78 574 R78 574

Total KZN 443 531 R177 505 205 R8 878 234 -R168 626 971

Phiphidi 1 192 R381 615 421 871,53                   R40 257

Voorspoed 208 755,46                   R208 755

Livhubu 165 661,00                   R165 661

Total Limpopo 1 192 R381 615 R796 288 R414 673

Hebron R29 381 R29 381

Salique R51 197 R51 197

Welgevonden R99 369 R99 369

Onverwacht R122 725 R122 725

Total Mphumalanga R0 R302 672 R302 672

Total - All Provinces 478 287 R195 812 592 R36 946 097 -R158 866 495

Harvesting

 
 
Overall there is a deficit of R158,866,495 which is made-up mainly in the Eastern Cape and 
KwaZulu-Natal Provinces.  The income that should have been derived from harvesting in the 
plantations shows a figure of R198,812,592 from a total volume of 478,287m³ (these figures have 
been obtained from the respective harvesting schedules submitted by the Provinces).  The income 
reported by DAFF amounts to R36,946,097.   
 
There is no income shown in the financials for: 
 

 Tonti 

 Gomo 

 Mbizweni 
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It would appear that harvesting is taking place, it is being recorded, but the monies received are 
not being reported correctly.  What is the procedure in this regard? 
 
Harvesting in the Plantations 
 
It is unclear how harvesting, once a contract has been signed by the contractor (approved bidder) 
is undertaken and how the volumes are recorded prior to and once loaded onto trucks. 

 How these vehicles are monitored by DAFF security/staff on the ground? 

 Is the volume of timber checked prior to loading, at the time of loading and at the 

weighbridge (weighbridge delivery note checked to plantation loading note)? What is the 

process? 

 The harvesting figures recorded in the harvesting schedules concur to the estimates, which 

is unlikely.  Are the product mixes being identified in the plantations at the time of going out 

to tender and checked to what is harvested?  Is security present at the time of loading of 

trucks? 

The extent of the under collection of forestry revenue in respect of the current and prior financial 
years is unknown and must be determined. The risk exists that instances of fraud might exist which 
will need to be investigated so that the controls in order to ensure compliance with TR 7.1 and 7.2 
are significant strengthened to prevent and detect non-compliance. 
 
Internal control deficiency 
 
Leadership 
 
Exercise oversight responsibility regarding financial and performance reporting and compliance 
and related internal controls  
 
Oversight by the Forestry directorate of plantations were inadequate to determine whether the 
controls at the various plantations are adequate to prevent and detect non-compliance with TR 
impacting financial and compliance reporting.  

Implement effective human resource management to ensure that adequate and sufficiently skilled 
resources are in place and that performance is monitored. 

Adequate and sufficiently skilled resources do not always exist because of vacancies and budget 
constraints. Security personnel at plantations appear to be inadequate to safeguard forestry assets 
and revenue. 

Develop and monitor the implementation of action plans to address internal control deficiencies 
 
The action plan developed the internal audit report: Forestry revenue collection was not adequately 
monitored and implemented to address matters reported. This resulted in non-compliance with the 
TR.  
 
 
 
 
 
 
Financial and performance management 

Implement proper record keeping in a timely manner to ensure that complete, relevant and 
accurate information is accessible and available to support financial and performance reporting. 
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Control with regard to record keeping to ensure complete information with regard to forestry 
revenue collection were ineffective on account of:  

 lack of reconciliation and review of revenue received against harvesting schedules and 
physical inspection of plantations by independent oversight; and 

 the controls during harvesting are inadequate to ensure the completeness of revenue 
collection the department is entitled to. 

 
Recommendation 

We recommend that the department: 

a) Investigate the extent of the under collection of forestry revenue in respect of the current 
and prior financial years. The department must evaluate whether specialised resources 
exist within the department for the latter to be performed. Consequent management 
processes must be initiated if so necessitated; 

b) Improve oversight by the Forestry directorate of plantations to determine whether the 
controls at the various plantations are adequate to prevent and detect non-compliance with 
TR‘s impacting financial and compliance reporting; 

c) Implement action plans to address the pervasive weakness in the control environment and 
the design and implementation of controls at plantations which was found to be deficient 
and not sound resulting in non-compliance with TR‘s on revenue collection; 

d) Ensure that action plans developed are monitored on a regular basis to determine whether 
the root causes reported by all oversight assurance providers are addressed; and  

e) Determine all critical resources required for approval and for recruitment and selection of 
employees so that posts can be prioritised with due consideration of scarce resources 
available. The latter should include posts in respect of safeguarding the assets i.e. security 
guards, etc. 

 

Management response 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

 
DAFF does agree with the audit findings 

 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

 
DAFF does agree with the auditing findings that internal controls are not efficient and undertakes to 

take measures to ensure that the recommendations of the Auditors are complied with fully. 

 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: x 

 
DAFF does agree with the recommendations as stated by the auditor to ensure that similar 

omissions are not repeated 

 

Action plan: Investigate all gaps and ensure that where possible resources are accordingly 

deployed to ensure that there is no similar occurrences.  
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Implementation 

of Action plan: 

By whom  

Name: T.C. NDOU 

Position: Acting Chief 

Director Forestry 

Operations 

When (Date): (may not be 

longer than 2 months after the 

finding was raised) 

31st August 2018 

Budget required, if 

any: Part of 

operational budget to 

be used 

 

Reasons for not implementing the action plan within 2 months: The plan is long term in 

nature as it requires resources such as staff or employees. The Department has a 

moratorium on the employment of additional staff due to inadequate budget for 

compensation of employees 

 
(Responsible SMS member) 

Name: T.C. NDOU 
Position: Acting Chief Director Forestry Operations 

Date: 10/07/2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 

entry shall be processed: 

Yes No N/A  

 

 

Auditor’s conclusion 

The department agrees that the internal controls in respect of revenue collection are not efficient 
and undertakes to take measures to ensure that the recommendations are complied with fully. It is 
necessary that the department address the root causes indicated and ensure that monthly 
reporting of revenue per the harvesting schedules, data captured on Microforest, revenue recorded 
per the bank statements and stock on hand at plantations are reconciled on a monthly basis to 
ensure that all revenue that should have been collected is collected. Policies and procedures in 
this regard must also be updated and officials be held accountable for non-compliance if so 
necessitated.  
 
Since there are significant deficiencies in the internal controls for identification, collection, 
recording, reconciliation and safeguarding of information about revenue; there were no 
misstatements that require adjustments because the department operates on a modified cash 
basis; and similar internal control deficiencies were identified and reported to management in prior 
years by internal, the matters will be reported in the Audit Report as non-compliance with the TR‘s. 
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Predetermined objectives 

 
2. Reliability of indicator 2.2.3: Number of regulatory compliance and monitoring interventions 

implemented – COMAF 22 
 

Audit finding 
 
The reliability criteria of performance reporting refer to the:  

 
Recording, measuring, collating, preparing and presenting information on actual 
performance / target achievements is valid, accurate and complete 

 
The following are the requirements of chapter 5 of the Framework for Managing Programme 
Performance Information (FMPPI): 
 

 The accounting officer or head official of an institution is accountable for 
establishing and maintaining the systems to manage performance information. Their 
performance agreements should reflect these responsibilities.  

 Line managers and other officials: Line managers are accountable for establishing 
and maintaining the performance information processes and systems within their 
areas of responsibility. Their performance agreements must reflect these 
responsibilities. 

 A range of officials is responsible for capturing, collating and checking performance 
data related to their activities. The integrity of the institution's overall performance 
information depends on how conscientiously these officials fulfil these 
responsibilities.  

 Processes to ensure the information is appropriately used for planning, budgeting 
and management within the institution, including: 

 Processes to set performance standards and targets prior to the start of 
each service delivery period. 

 Processes to review performance and take management action to ensure 
service delivery stays on track. 

 Processes to evaluate performance at the end of a service delivery period. 
 
Paragraph 2.4.4 of the annual report guide for National and Provincial departments states the 
following: 
 
Strategic objectives, performance indicators planned targets and actual achievements  
 
Guideline:  
 

This section must provide a narrative of the significant achievements of targets for the strategic 
objectives and performance indicators for each programme for the financial year under review. 
The narrative must also provide a synopsis on how the achievement of targets has contributed 
towards achieving the department‘s strategic outcome orientated goals, which will invariably 
impact on the strategic priorities of government.  

 
A table must also be provided where departments should report on strategic objectives, 
performance indicators and targets for each programme or every sub-programme as specified 
in the Estimates of National Expenditure/ Estimates of Provincial Revenue and Expenditure 
and Annual Performance Plan for both national and provincial departments. In instances, 
where the Annual Performance Plan has been revised in-year, additional tables must also be 
provided where departments must report on revised strategic objectives, performance 
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indicators and targets for each programme or every sub-programme as specified in the revised 
Annual Performance Plan.  
 

 List the programme‘s strategic objectives with the actual outputs achieved in the 
previous year, the planned targets as per the Annual Performance Plan and the actual 
outputs for the financial year under review.  

 List programme / sub-programme performance indicators as per the annual 
performance plan.  

 Include the actual outputs achieved in previous years, which must agree to the previous 
annual reports.  

Include the planned targets as per the Estimates of National Expenditure/ Estimates of 
Provincial Revenue and Expenditure and Annual Performance Plan.  

 Calculate the variance between the planned targets and actual achievements for the 
current year.  

 Comment on all deviations.  
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Performance Indicator  Planned Target  Description per TID  Auditor’s comments 

Programme 2, Indicator: 2.2.3: 
Number of regulatory compliance 
and monitoring interventions 
implemented 

4 regulatory interventions 
Implemented (Quarantine, 
inspections, surveillance 
and testing) 

Short definition: 

 
The minimisation of pest and diseases entering the 
territory of South Africa at the ports of entry and 
preventing the spread nationally and internationally 
by conducting regulatory compliance and monitoring 
interventions through quarantine, inspections, 
surveillance and testing. All four of these 
interventions are reported in each quarterly and 
annual report. 
 
In managing risks associated with production and 
trade in regulated articles, the DAFF implements 
regulatory compliance and monitoring interventions 
(Quarantine, inspections, surveillance 
and testing) aimed at ensuring compliance to 
agricultural legislative requirements and 
monitoring certain quarantine pests and diseases 
statuses in three modalities: National, Import 
and Export control. All four of these interventions are 
reported in each of the four quarterly 
reports, which culminate in an annual report 
 
Source/ Collection of data: 

 
Q1: Report on the regulatory compliance and 
monitoring interventions implemented, signed and 
dated by CD and D with spreadsheet on the data 
used to compile the report 
Q2: Report on the regulatory compliance and 
monitoring interventions implemented, signed and 
dated by CD and D with spreadsheet on the data 
used to compile the report 
Q3: Report on the regulatory compliance and 
monitoring interventions implemented, signed and 
dated by CD and D with spreadsheet on the data 
used to compile the report 
Q4: Quarterly report and the Annual Report signed 
and dated by CD and D with spreadsheet on the data 
used to compile the report. The data is collected from 
the officials based at ports of entries and regional 

 
Through inspection of the APR we noted that department 
indicated that it has achieved its target, however through 
inspection of the report (Annual Report signed and dated 
by CD and D with spreadsheet on the data used to 
compile the report), we noted that the department 
indicated the following was achieved:  
 

1. Quarantine: 17 702 
2. Inspections: 181 396 
3. Testing: 996 

 
We requested the listings of the numbers making up what 
was reported as per the regulatory compliance and 
monitoring intervention report. In order to determine the 
completeness of the listings, we selected the following 
ports of entry / board posts: Durban, Lebombo, Beit 
Bridge and OR Tambo International Airport. No findings 
were noted regarding accuracy testing. 
 
The following are the findings noted: 
 
Completeness of the listing 
 
We selected a sample of Phytosanitary certificates from 
the relevant offices and compared to the listing and noted 
that the following Phytosanitary certificates which serve 
as examples were not included on the listing with regard 
to inspections: 
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Performance Indicator  Planned Target  Description per TID  Auditor’s comments 

offices  
 
 

Border post / 
port of entry 

Phytosanitary 
certificate 
numbers not 
included 

Auditors 
comment 

Lebombo 1487441 The listing 
provided included 
Phytosanitary 
import certificates 
issued,  but 
excluded export 
Phytosanitary 
certificates 
issued, therefore 
the listing is 
understated by 
the number of 
export 
Phytosanitary 
certificates issued 
during the year 

1487708 

1487529 

1487484 

1487059 

 

Durban, NIPPPS 
 

1659494 The listing 
provided included 
Phytosanitary 
import certificates 
issued,  but 
excluded export 
Phytosanitary 
certificates 
issued, therefore 
the listing is 
understated by 
the number of 
export 
Phytosanitary 
certificates issued 
during the year 

1653969 

1813429 

1659496 

1652635 

 

Beit Bridge 1655855 The Phytosanitary 
certificates 1655781 
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Performance Indicator  Planned Target  Description per TID  Auditor’s comments 

 selected from the 
filing room could 
not be traced to 
the listing 
supporting 
performance 
reporting in 
respect of the 
export 
Phytosanitary 
certificates 
issued. 

OR Tambo 
International  

1716398 The Phytosanitary 
certificates 
selected from the 
filing room could 
not be traced to 
the listing 
supporting 
performance 
reporting in 
respect of the 
export 
Phytosanitary 
certificates 
issued. 
The Phytosanitary 
certificates 
selected from the 
filing room could 
not be traced to 
the listing 
supporting 
performance 
reporting in 
respect of the 
export 
Phytosanitary 
certificates 
issued. 

1714342 

 

 
We selected a sample of removal permits – import 
consignment from the relevant offices, and compared to 
the listing and noted that the following removal permits – 
import consignment, which serve as examples were not 
included on the listing with regard to quarantine: 



 

 

 

  53 
 

 

 

Performance Indicator  Planned Target  Description per TID  Auditor’s comments 

 
 

Border post / 
port of entry 

Removal permit 
reference number 

Auditors 
comment 

Durban, Meat 
inspection 

2017/EN.06705 The listing 
provided 
included 
Phytosanitary 
import 
certificates 
issued,  but 
excluded export 
Phytosanitary 
certificates 
issued, therefore 
the listing is 
understated by 
the number of 
export 
Phytosanitary 
certificates 
issued during the 
year 

2017/KM3299 

QUAR/2018/MA.0672 

 

Durban, 
Quarantine 

A 002215 

A 001106 

A 001989 

A 001544 

 

 
Given the findings reported above, the indicator is 
misstated. It should be noted that only four regions were 
visited and there were findings noted in all the regions. 
Therefore, when extrapolated the amounts are material 
for the four and the entire population. 
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Performance Indicator  Planned Target  Description per TID  Auditor’s comments 

The following are the inherent control weaknesses and 
risks noted during the visits undertaken negatively 
impacting the reliability of what is being reported: 
 

1. The department operates on a completely 
manual system, i.e. there is no automation. 
Given the number of processes involved and the 
demand for service delivery, the listings 
prepared are subject to human errors not 
detected. Internal audit in its report entitled 
―Quarantine inspections, report number: 10-
3/2016‖, noted the following: ―The border gates 
visited had no network connections that were 
working properly while some computers did not 
work at all. There are no printing facilities or 
photocopying machines.‖ The latter was 
confirmed during our physical inspections at the 
border posts visited.   

2. As per the standing operating procedure for 
inspection of imported animal products at ports 
of entry, documents shall be stored safely as per 
WI for the periods fixed in respect thereof by or 
pursuant to any provision of the Archives Act, 
1996 (Act No. 43 of 1996). The current period is 
5 years. The filing system lacked adequate 
control to ensure retrieval and reconciliation of 
the listings prepared to support the Regulatory 
compliance and monitoring intervention report. 
Internal audit in its report entitled ―Quarantine 
inspections, report number: 10-3/2016‖, noted 
the following: ―Border gates do not have proper 
filing systems in place and documents are not 
filed safely and properly. Documents were piled 
up behind walls in offices and were not properly 
filed in files and referenced‖. The pictures below 

as per note 1 serve as evidence of the filing 
system. 

3. In Durban, we noted that import certificates for 
the 2017 year were shredded due to issues 
regarding space. We however noted that 
documents prior t0 2017 were not shredded. The 
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Performance Indicator  Planned Target  Description per TID  Auditor’s comments 

department informed us that the import 
documentation that was shredded in Durban 
would exclude those where revenue had to be 
collected. We were informed that the 
performance information would not necessarily 
be impacted as the compliance to relevant 
legislation would‘ve taken place and information 
captured for reporting. We nevertheless noted 
that an audit trail would not exist and 
furthermore, there is no assurance that South 
Africa is protected from pests and diseases from 
entering the country, e.g. listeriosis. 
 

Meetings were held with the department prior to 
submission for audit on 31 May 2018 and it was indicated 
due the extent of what is being reported, additional 
samples would not be selected and misstatements would 
be extrapolated.  
 
Reliance cannot be placed on internal controls due to a 
pervasive weakness in the control environment and the 
design and implementation of controls was found to be 
deficient and not sound. Because of these circumstances, 
we do not have sufficient appropriate evidence on 
whether indicator 2.2.3: Number of regulatory compliance 
and monitoring interventions implemented is not reliable.  
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Note 1: Pictures of filing system at border posts 
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Internal control deficiency 
 
Leadership 
 
Exercise oversight responsibility regarding financial and performance reporting and compliance 
and related internal controls  
 
Although there was oversight by the monitoring unit, the oversight did not perform a reconciliation 
to determine whether the numbers per the report (Annual Report signed and dated by CD and D 
with spreadsheet on the data used to compile the report) is complete.  
 
Develop and monitor the implementation of action plans to address internal control deficiencies 
 
The action plan developed the internal audit report: Quarantine inspections was not adequately 
monitored and implemented to address matters reported. This resulted in an impact on the 
completeness of reported performance.  
 
Financial and performance management 
 
Implement proper record keeping in a timely manner to ensure that complete, relevant and 
accurate information is accessible and available to support financial and performance reporting 
 
Control with regard to record keeping to ensure complete information with regard to quarantine, 
inspections and testing reported were ineffective on account of:  

 lack of reconciliation and review of manual spreadsheets with supporting documents; 
and  

 poor controls in the filing and safeguarding of supporting documents contributing to the 
lack of review to detect misstatements in manual spreadsheets prepared.   

 
Recommendation 

We recommend that the department: 

a) Implement action plans to address the pervasive weakness in the control environment and 
the design and implementation of controls at ports of entry and regional offices which was 
found to be deficient and not sound resulting in the indicator 2.2.3: Number of regulatory 
compliance and monitoring interventions implemented not being reliable; 

b) Improve oversight and record keeping of performance reporting to prevent and detect 
whether the numbers per the reports, e.g. the Annual Report signed and dated by CD and 
D with spreadsheet on the data used to compile the report is complete; 

c) Ensure that action plans developed are monitored on a regular basis to determine whether 
the root causes reported by all oversight assurance providers are addressed; and  

d) Address controls noted in record keeping with regard to filing and reconciliation and review 
of information supporting reported performance. The latter must prevent and detect 
misstatements on a monthly basis to ensure complete and accurate reporting at year-end.  
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Management response 
 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

The capturing and processing of information is mainly manual, with potential for human 
errors. However the Brach: Agricultural Production, Health and Food Safety is in a process 
of developing an electronic system to be used for certification and reporting, expected to be 
fully operational as from 2020/21. New computers and printers were procured in March 
2018 for all offices and upgrading of network points for better connectivity is underway for 
completion on 31/03/2019. Management oversight will be strengthened to ensure accuracy 
of information captured on spreadsheets for reporting. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

Management oversight on verification of information used for reporting will be strengthened. 
Reconciliation will be done on a monthly basis by managers/heads of office in the offices 
where service was rendered.  

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 

The department accepts the recommendations from AGSA. 

Action plan: 
 
1. Training of officials responsible for capturing, processing and storing of information used 

for performance and financial reporting by 31 July 2018. 
2. Implementation of checklist from 31 July 2018, to assist managers/heads of office to 

verify the reporting information in compliance with the Standard Operating Procedure for 
reporting. 

3. Adequate filing space to be procured for ports of entry and inland offices‘ information by 
31 December 2018. 

4. Managers (Director & Deputy Directors) to visit their offices quarterly from 01 July 2018   
to ensure that internal controls on financial and performance information are upheld. 

Implementation 
of Action plan: 

By whom  
Name: Mr. KE 

Phoku 
Position: Director: 
Inspection Services 

When (Date): (may not 

be longer than 2 months 
after the finding was raised): 
 

31 December 2018 

Budget required, if 
any: Personnel:  
R5 346 000 pa 
Filing:  
R12 000 000 pa 

Reasons for not implementing the action plan within 2 months: 
The plan includes procurements and approvals by relevant authorities. 
(Responsible SMS member) 

Name: Ms. G Mashigo 
Position: Acting Director: Organization Performance 
Date: 28 June 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting 
journal entry shall be processed: 

Yes 
 

No 
 

N/A  
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Auditor’s conclusion 
 
Management agrees with the audit finding. We do not have sufficient appropriate evidence on 
whether indicator 2.2.3: Number of regulatory compliance and monitoring interventions 
implemented is reliable. It is important that management address the root causes so that matters 
raised are corrected. The department must also note that the potential impact on revenue 
collection if the root causes are not addressed.  
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3. Programme 4: Trade Promotion and Market Access: Targets not measurable and specific 

 
Audit finding  
 
In terms of the National Treasury Framework for Managing Programme Performance Information 
(FMPPI) (published date: May 2007, RP: 86/2007) section 3.3, the last paragraph: 

A useful set of criteria for selecting performance information targets is the ―SMART‖ criteria; 

 Specific – the nature and the required level  of performance can be clearly identified  

 Measurable – the required performance can be measured  

 Achievable – the targets are realistic given existing capacity  

 Relevant – the required performance is linked to the achievement of a goal  

 Time-bound – the time period or deadline for delivery is specified  
 
Through inspection of the annual performance plan and assessment of the targets to determine 
whether the targets meet the SMART principles, we noted that the following targets as indicated on 
the table below were not measurable and specific. 
 

Programme Indicator Target 
Reason for not being specific and 
measurable 

Programme 4: Trade 
Promotion and Market 
Access 

2.3.9 International 
relations strategy 
implemented 

Report on strategic engagement 
of partners within South -South, 
north south and multilateral 
agencies/forums 

The target does not indicate the 
countries in which the department 
plans to engage with as well as the 
number of engagements that the 
department is targeting for the year 
under review.  

Report on strategic engagement 
of partners within Africa and 
Africa agencies  

The target does not indicate the 
countries in which the department 
plans to engage with as well as the 
number of engagements that the 
department is targeting for the year 
under review.  

Status report on compliance to 
AU and SADC obligations 

The target does not indicate the 
countries in which the department 
plans to engage with as well as the 
number of engagements that the 
department is targeting for the year 
under review.  

 
Internal control deficiency 
 
Leadership  
 
Exercise Oversight responsibility regarding financial and performance reporting and compliance 
and related internal controls 
 
Management did not ensure that the targets are specific and measurable as required by FMPPI. 
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Recommendation 
 
Management should consider refining the technical indicator description by including details that 
will result in the target being measurable and specific for the coming financial year. 
 
Management’s response 
 

DAFF does not agree:  DAFF does agree: X 

The report on strategic engagement of partners within South –South, North South and Multilateral 
agencies: The 2017/18 APP target for the implementation of International Strategy specifies the 
strategic engagement of partners, which will focus specifically within South -South, North South 
and Multilateral agencies/forums. However, for 2018/19 APP the target has been separated into 
four targets:  
 
1. Report on strategic engagement of partners within South –South, North South and 

Multilateral agencies: 
 
1.1 South - South 
NB. The following are the current statuses for Memorandums of Understanding (Bilateral) under 
AAEMER: 
• ASIA: 
Existing signed MoUs: RSA/China (People‘s Republic of China), RSA/Indonesia, RSA/Japan and 
RSA/Taiwan. 
MoUs still under negotiation: RSA/Malaysia, RSA/Philippines, RSA/Thailand, RSA/Vietnam. 
• AUSTRALASIA AND MIDDLE EAST: 
Existing signed MoUs: RSA/Australia, RSA/India (IBSA), RSA/India, RSA/Iran. 
MoUs still under negotiation: RSA/Saudi Arabia, RSA/Palestine, RSA/Pakistan, RSA/United Arab 
Emirates. 
 
1.2 North South 
• AMERICAS: 
Existing signed MoUs: RSA/Argentina. 
MoUs still under negotiation: RSA/Cuba, RSA/Mexico. 
• EUROPE: 
Existing signed MoUs: RSA/France, RSA/Germany, RSA/Netherlands, RSA/Denmark. 
MoUs still under negotiation: RSA/Belarus, RSA/ Russia, RSA/Russian Federation, RSA/Turkey. 
 
1.3 Multilaterals agencies/forums 
Food and Agriculture Organisation (FAO) of the United Nations: 
Group of 20 (G20) 
Organisation for Economic Co-operation and Development (OECD) 
International Fund for Agricultural Development (IFAD) 
NB. Due to other factors like changes in governmental priorities and other political environment 
factors of both countries/parties, activities falling under the above-mentioned bilateral and 
multilaterals might not all be implemented during the period under review (2018/19). 
 
2. Report on strategic engagement of partners within Africa and Africa multilateral 
 
2.1 African Countries 
NB. The following are the current statuses for Memorandums of Understanding (Bilateral) under 
Africa Relations: 
• SOUTHERN AFRICA: 
Existing signed MoUs: RSA/Angola, RSA/Botswana, RSA/DRC, RSA/Lesotho, RSA/Mozambique, 
RSA/Namibia, RSA/Swaziland, RSA/Tanzania, RSA/Zambia. 
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MoUs still under negotiation: RSA/Mozambique (Cross Border Fire Management), RSA/Namibia 
(Cross Border Fire Management), RSA/Zimbabwe, RSA/Botswana (Forestry), RSA/Madagascar. 
• EAST AND NORTH AFRICA: 
Existing signed MoUs: RSA/Algeria, RSA/Burundi, RSA/Egypt, RSA/Kenya, RSA/Uganda, 
RSA/Rwanda, RSA/Sudan. 
MoUs still under negotiations: RSA/Burundi (Cooperation in the Agriculture and Livestock), 
RSA/Eritrea, RSA/Ethiopia. 
• WEST AND CENTRAL AFRICA: 
Existing signed MoUs: RSA/Congo-Brazzaville, RSA/Nigeria, RSA/Senegal. 
MoUs still under negotiation: RSA/Gabon, RSA/Mali. 
 
These countries will also be included in the 2018/19 Operational plan 

 Botswana 

 Angola 

 Namibia 

 Swaziland 

 Egypt 

 Tanzania 

 Sudan 

 Senegal 

 Congo Brazzaville 

 Zimbabwe 

 Seychelles and  

 Mauritius 
 
2.2 Africa Multilateral 
Southern African Development Community (SADC) 
African Union (AU) 
NB. Due to other factors like changes in governmental priorities and other political environment 
factors of both countries/parties, activities falling under the above-mentioned bilateral and 
multilaterals might not all be implemented during the period under review (2018/19). 
 
3. Status report on compliance to AU and SADC obligations 
3.1 AU obligations (RSA as Vice Chairperson of Bureau, 2014 Malabo and Maputo Declarations). 
3.2 SADC obligations (SADC chairmanship, 3 Legacy projects and SADC Regional Plan). 
4 Report on facilitating the implementation of BRICS and IBSA action plan 
Q4: Report on facilitating the implementation of BRICS and IBSA action plan. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 
 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 
 

Action plan: 
N/A 

Implementation of 
Action plan: 

By whom  
Name:  
Position:  

When (Date): (may not 
be longer than 2 
months after the 
finding was raised) 

Budget required, if 
any: 
 

Reasons for not implementing the action plan within 2 months: N/A 

(Responsible SMS member) 
Name: Ms. M Molotsi 
Position: Director: Strategic Planning 
Date: 23 March 2018 

Comments provided by the Office of the CFO: 
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If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 
entry shall be processed: 

  N/A  
 

 
Auditor’s Conclusion 
 
We acknowledge management‘s response, the finding remains and will be followed up during the 
next audit cycle. 
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4. Reliability of indicator 2.2.3: Number of regulatory compliance and monitoring 
interventions implemented (Accuracy and validity) – COMAF 25 

 
Audit finding 

The reliability criteria of performance reporting refer to the:  
 
Recording, measuring, collating, preparing and presenting information on actual 
performance / target achievements is valid, accurate and complete 

 
The following are the requirements of chapter 5 of the Framework for Managing Programme 
Performance Information (FMPPI): 
 

 The accounting officer or head official of an institution is accountable for 
establishing and maintaining the systems to manage performance information. Their 
performance agreements should reflect these responsibilities.  

 Line managers and other officials: Line managers are accountable for establishing 
and maintaining the performance information processes and systems within their 
areas of responsibility. Their performance agreements must reflect these 
responsibilities. 

 A range of officials is responsible for capturing, collating and checking performance 
data related to their activities. The integrity of the institution's overall performance 
information depends on how conscientiously these officials fulfil these 
responsibilities.  

 Processes to ensure the information is appropriately used for planning, budgeting 
and management within the institution, including: 

 Processes to set performance standards and targets prior to the start of 
each service delivery period. 

 Processes to review performance and take management action to ensure 
service delivery stays on track. 

 Processes to evaluate performance at the end of a service delivery period. 
 
Paragraph 2.4.4 of the annual report guide for National and Provincial departments states the 
following: 
 
Strategic objectives, performance indicators planned targets and actual achievements  
 
Guideline:  
 

This section must provide a narrative of the significant achievements of targets for the strategic 
objectives and performance indicators for each programme for the financial year under review. 
The narrative must also provide a synopsis on how the achievement of targets has contributed 
towards achieving the department‘s strategic outcome orientated goals, which will invariably 
impact on the strategic priorities of government.  

 
A table must also be provided where departments should report on strategic objectives, 
performance indicators and targets for each programme or every sub-programme as specified 
in the Estimates of National Expenditure/ Estimates of Provincial Revenue and Expenditure 
and Annual Performance Plan for both national and provincial departments. In instances, 
where the Annual Performance Plan has been revised in-year, additional tables must also be 
provided where departments must report on revised strategic objectives, performance 
indicators and targets for each programme or every sub-programme as specified in the revised 
Annual Performance Plan.  
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 List the programme‘s strategic objectives with the actual outputs achieved in the 
previous year, the planned targets as per the Annual Performance Plan and the actual 
outputs for the financial year under review.  

 List programme / sub-programme performance indicators as per the annual 
performance plan.  

 Include the actual outputs achieved in previous years, which must agree to the previous 
annual reports.  

Include the planned targets as per the Estimates of National Expenditure/ Estimates of 
Provincial Revenue and Expenditure and Annual Performance Plan.  

 Calculate the variance between the planned targets and actual achievements for the 
current year.  

 Comment on all deviations.  
 

Accuracy of listings on account of casting and duplicates   
 
Recalculation of the mathematical accuracy of the of the listings that were submitted to support the 
information contained per the report (Regulatory compliance and monitoring intervention by 
inspection services) for the indicator 2.2.3: Number of regulatory compliance and monitoring 
interventions implemented, the following discrepancies were identified: 
 

Type of 
intervention 

Intervention 
Reported 

achievement 
Revised count Revised difference 

Quarantine 

Animals quarantined 
110 (650 animals 

handled) 
111 (650 animals 

handled) 
1 

Plant material released to 
the importers 

24 19 5 

Inspections 

Imports 70342 60699 9643 

Exports 2224 2224 0 

National control 2935 2935 0 

Phytosanitary certificates 
issued 

104843 96425 8418 

ISPM 15 registrations 56 73 -17 

Surveillance 

Bactrocera dorsalis (BD): 
Traps inspected 

4129 4219 -90 

Bactrocera dorsalis (BD): 
Specimens collected 

89337 89517 180 

Beekeeping inspections and 
Registration 

1071 319 752 

 
The factual misstatements rate is 7.52%.
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Inconsistencies noted per the regulatory compliance and monitoring intervention by inspection 
services report 
 
Paragraph 2 and 5 reported as per the report: regulatory compliance and monitoring intervention 
by inspection services was found to be inconsistent as indicated as per the table below:  

 

Reference to the report 
Paragraph 2 of the 
reports indicates 

Paragraph 5 of the 
reports indicates Variance 

Import: Inspections 

49 684 70 342 -20 658 

 
Quarantine 17 055 0 17 055 

 
Internal control deficiency 
 
Leadership 
 
Exercise oversight responsibility regarding financial and performance reporting and compliance 
and related internal controls  
 
Although there was oversight by the monitoring unit, the oversight did not perform a reconciliation 
to determine whether the numbers per the report (Annual Report signed and dated by CD and D 
with spreadsheet on the data used to compile the report) is accurate and no inconsistency issues 
exist.  
 
Develop and monitor the implementation of action plans to address internal control deficiencies 
 
The action plan developed to address the internal audit report: Quarantine inspections was not 
adequately monitored and implemented to address matters reported. This resulted in an impact on 
the accuracy of reported performance.  
 
Financial and Performance Management 
 
Implement controls over daily and monthly processing and reconciling of transactions   
 

 There is a lack of daily and monthly controls in place to reconcile manual spreadsheets 
prepared to the reports submitted as evidence for achievement of indicators. 

 Adequate reviews to ensure misstatements are detected are not performed resulting in 
reports submitted as evidence for achievement of indicators not being credible.  

 
Control with regard to record keeping to ensure accurate information with regard to quarantine, 
inspections and testing reported were ineffective on account of:  

 lack of reconciliation and review of manual spreadsheets with supporting documents; 
and  

 poor controls in the filing and safeguarding of supporting documents contributing to the 
lack of review to detect misstatements in manual spreadsheets prepared.   

 
Recommendation 

We recommend that the department: 

a) Implement action plans to address the pervasive weakness in the control environment and 
the design and implementation of controls at ports of entry and regional offices which was 
found to be deficient and not sound resulting in the indicator 2.2.3: Number of regulatory 
compliance and monitoring interventions implemented not being accurate; 
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b) Improve oversight and record keeping of performance reporting to prevent and detect 
whether the numbers per of reports which serve as evidence of reported performance are 
accurate and valid, e.g. listings reconcile and are accurate in terms of mathematical 
calculation, no inconsistencies within the reports exists and all amounts and matters 
disclosed can be supported with reliable and credible evidence; 

c) Ensure that action plans developed are monitored on a regular basis to determine whether 
the root causes reported by all oversight assurance providers are addressed; and  

d) Address controls noted in record keeping with regard to filing and reconciliation and review 
of information supporting reported performance. The latter must prevent and detect 
misstatements on a monthly basis to ensure complete and accurate reporting at year-end.  

 

Management response 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

The capturing and processing of information is mainly manual, with potential for human errors. 

However the Brach: Agricultural Production, Health and Food Safety is in a process of developing 

an electronic system to be used for certification and reporting, expected to be fully operational as 

from 2020/21. New computers and printers were procured in March 2018 for all offices and 

upgrading of network points for better connectivity is underway for completion on 31/03/2019. 

Management oversight will be strengthened to ensure accuracy of information captured on 

spreadsheets for reporting. 

 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

 

Management oversight on verification of information used for reporting will be strengthened. 

Reconciliation will be done on monthly basis by managers/heads of office in the offices where 

service was rendered.  

 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 

 

The department accepts the recommendations from AGSA 

 

Action plan: 

 

1. Training of officials responsible for capturing, processing and storing information used for 

performance and financial reporting by 31 July 2018. 

2. Implementation of checklist from 31 July 2018, to assist managers/heads of office to verify 

the reporting information in compliance with the Standard Operating Procedure for 

reporting. 

3. Adequate filing space to be procured for ports of entry and inland offices‘ information by 31 

December 2018. 

4. Managers (Director & Deputy Directors) to visit their offices quarterly from 01 July 2018   to 

ensure that internal controls on financial and performance information are upheld. 

 

 

Implementation 

of Action plan: 

By whom  

Name: KE Phoku 

Position: Director 

When (Date): (may not be 

longer than 2 months after the 

finding was raised): 

 

31 December 2018 

Budget required, if 

any: Personnel:  

R5 346 000 pa 

Filing:  
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 R12 000 000 pa 

Reasons for not implementing the action plan within 2 months: 

 

The plan includes procurements and approvals by relevant authorities, thus takes time. 
(Responsible SMS member) 

Name: Ms Grace Mashigo 

Position: Acting Director Organization Performance 

Date: 04 July 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 

entry shall be processed: 

Yes No N/A  

 

 

Name:  

Position:  
Date: 

Auditor’s conclusion 

Management comments are noted that the department agrees with the finding. Given the control 
weaknesses reported as per finding number 25, we do not have assurance on the numbers reported 
from the border posts and ports of entry, hence assurance on the credibility of the reported 
performance for this indicator.  
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ANNEXURE B: OTHER IMPORTANT MATTERS 

Biological assets  

5. Misstatement in valuation and accuracy of biological assets – COMAF 31.1 

 
Audit finding 
 
In terms of chapter 11 of the MCS: 
 

An asset register is a database of information on each asset that supports the effective 
financial and technical management of the assets, and allows for the meeting of statutory 
requirements. The asset register should also facilitate proper financial reporting  
 
An adequate asset register is integral to effective asset management and provides details 
of the values (figures) to be disclosed in the financial statements. Information can be 
contained in different databases but it is important that the information can be identified as 
belonging to a specific asset throughout. 

 
In order to audit the completeness, valuation, existence and accuracy of the biological assets of 
the department, we engaged the services of an auditor‘s expert. Below are extracts of some of the 
matters noted:  
 
The total plantable area in DAFF‘s current portfolio is 61,599.79 hectares compared to 62,235.50 
hectares in 2017 on 131 plantations throughout South Africa. We have reviewed the information 
received from DAFF and used it in updating the forestry database which appears, in general, to be 
accurate (save for the discrepancies mentioned elsewhere in our report). From the compartment 
lists reviewed in Microforest for the 2017/2018 financial year, and what was evidenced during our 
visit to plantations in Mpumalanga, KwaZulu-Natal and Limpopo Provinces, the following was 
noted: 
 

 There appears to be discrepancies between the information contained in the Microforest 
System and that which is physically present on the ground at the time of valuation, being 31 
March 2018. This includes effective areas where fires have caused damage to trees, 
coppice crops entered as plant crops, Temporary Unplanted Areas (TUP) areas not 
recorded after harvesting and/or where new seedlings (pine) have not taken. 

 

 Compartments have been harvested, as shown in the harvesting schedules for 2017/2018, 
but the data contained in Microforest still reflects the compartment volumes. In other words 
– a full set of data (Pine pulpwood, Class A, Class B, Class C, Class D and Veneer) has 
been recorded. There are compartments where the effective area and volumes have been 
adjusted to take into account the extents (hectares) where the compartment has been 
partially harvested. Although we did not have sight of a compartment where only a portion 
was harvested, based on the previous year‘s problems with contractors harvesting 
―saleable timber‖ and leaving unsaleable timber, it is unlikely that this issue has been fully 
dealt with across all the plantations. 
 

 The TUP (ages in months) are not always recorded correctly, making it difficult to account 
for harvesting undertaken in the 12-month period.  
 

 Fires, fire and damage ratings are not always reported and the compartment information in 
Microforest is not updated, affecting volume estimates, etc. 
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 In general, the change by DAFF from COMPAS to the implementation of the forest data 
into Microforest system has been successful. A verification process was undertaken to 
identify defects in the Manzengwenya, Mbazwana, Kwagubeshe, Qudeni, Voorspoed, 
Luvhola and Phiphidi plantations and these have been recorded in Microforest database 
system. 
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DAFF - Category B & C Plantations (2017/2018) 

Province 
Total 

Plantable Area 
(ha) 

TU (ha) Standing Value  Cost Value  
Total Value 

(Mills Fitchet)  
DAFF Values Variance Notes: 

Eastern Cape 27 836,29             5 278,90  R403 100 346 R 35 127 324 R 438 227 670 R 438 227 709 -R 39,32   

KwaZulu-Natal        25 524,36             5 331,13  R 302 281 587 R 14 871 352 R 317 152 939 R 317 152 937 R 1,39   

Mpumalanga           4 074,52             1 864,02  R 58 861 593 R 98 131 R 58 959 724 R 58 959 724 -R 0,15   

North West              207,17                   13,38  R 290 050 R 29 665 R 319 715 R 319 715 R 0,10   

Limpopo           3 957,45                   69,87  R 27 258 342 R 5 099 628 R 32 357 969 R 32 357 971 -R 1,48   

Total All Provinces        61 599,79           12 557,30  R 791 791 919 R 55 226 099 R 847 018 017 R 847 018 057 -R 39,47 
 
 

                
 
 

Less: Adjustments (site inspections and supporting documentation)   -R 49 244 512   -R 49 244 512 
1
 

                
 
 

Total All Provinces (after adjustments)         R 797 773 505 R 847 018 057 -R 49 244 552   

 
 
Notes: 
 
1 The adjustment of -R49,244,512 is made-up primarily of compartments that have been harvested and burnt but not updated in Microforest System. 
A Summary of Adjustments is attached as Appendix F (report of the auditors expert).
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Conclusions of the auditor‘s expert 
 

We have reviewed the information received from DAFF and used it in valuing the plantations using 
the standing timber and cost values to determine a value for the plantations managed by DAFF as 
part of their Commercial Forestry Division. The forestry database appears, in general, to be 
accurate (apart from the discrepancies mentioned elsewhere in our report). 
 
Based on the contents and assumptions as stated in this report, we are of the opinion that the 
Market Value of the various plantations in DAFF as at 31 March 2018, are as per the respective 
values summarised in the Valuation Certificate and in the workings attached as Appendices A to E. 
 
Impact  
 

 The valuation of the biological assets disclosed by the department is overstated by         
R49 244 552 as the amount of biological assets should be R797 773 505. The difference is 
quantitatively material.  

 Acquisitions and disposals of biological assets are not correctly calculated in accordance 
with relevant accounting principles as Microforest is not updated as required. The latter 
impacting on the accuracy and existence assertions. In this regard, the adjustment of 
R49,244,512 is made-up primarily of compartments that have been harvested and burnt but 
not updated in Microforest System. A Summary of Adjustments is attached as Appendix F 
(report of the auditor‘s expert). 

 
Internal control deficiency 
 
Leadership 

Implement effective human resource management to ensure that adequate and sufficiently skilled 
resources are in place and that performance is monitored. 

Adequate and sufficiently skilled resources do not always exist because of vacancies and budget 
constraints. A position of a forestry valuator does not exist within the department. Furthermore, 
there appears to be issues related to succession planning and vacancies that exist within the 
Forestry branch that will need to be investigated further. Additional training on the Microforest 
system must also be assessed to determine whether an understanding of the functionalities of the 
system is adequate to ensure credible reporting. 

Develop and monitor the implementation of action plans to address internal control deficiencies. 

The action plan developed to ensure a reoccurrence of the finding was inadequate and not 
adequately monitored to ensure a repeat finding does not take place. 

Financial and performance management 

Implement proper record keeping in a timely manner to ensure that complete, relevant and 
accurate information is accessible and available to support financial and performance reporting. 

Proper record keeping in a timely manner did not take place to ensure that the Microforest system 
was updated with regard to:  

 Fires that have caused damage to trees, coppice crops entered as plant crops, TUP areas 
not recorded after harvesting and/or where new seedlings (pine) have not taken; 
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 Compartments harvested, as shown in the harvesting schedules for 2017/2018, but the 
data contained in Microforest still reflects the compartment volumes;  

 TUP (ages in months) are not always recorded correctly, making it difficult to account for 
harvesting undertaken in the 12-month period; and  

 Fires, fire and damage ratings are not always reported and the compartment information in 
Microforest is not updated, affecting volume estimates, etc. 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Although management prepared regular financial reports, the financial reports were not evidence 
by biological assets disclosure that is complete and accurate and which is based on information 
contained in the Microforest System and that which is physically present on the ground. Oversight 
by staff at head office did not detect the misstatements on a regular basis so that disclosure can be 
corrected.  

Internal control deficiency 
 
Leadership 

Implement effective human resource management to ensure that adequate and sufficiently skilled 
resources are in place and that performance is monitored. 

Adequate and sufficiently skilled resources do not always exist because of vacancies and budget 
constraints. A position of a forestry valuator does not exist within the department. Furthermore, 
there appears to be issues related to succession planning and vacancies that exist within the 
Forestry branch that will need to be investigated further. Additional training on the Microforest 
system must also be assessed to determine whether an understanding of the functionalities of the 
system is adequate to ensure credible reporting. 

Develop and monitor the implementation of action plans to address internal control deficiencies. 

The action plan developed to ensure a reoccurrence of the finding was inadequate and not 
adequately monitored to ensure a repeat finding does not take place. 

Recommendation 

We recommend that the department: 

(a) Adjust the overstatement of biological assets amounting to R49,244,512;  
(b) Perform an assessment of the existing resources required within the forestry branch in 

order to determine the adequacy thereof. A needs assessment is also required to 
determine whether existing resources and positions are adequate e.g. forestry valuator 
(own staff or consultants appointed), maintenance of equipment, weed control, road 
maintenance, security, fire prevention, etc. This must be noted in context of the potential 
opportunities in adequately managing the forestry assets and the economic impact thereof 
with regard to employment creation and achievement of the NDP goals;  

(c) Assess matters regarding succession planning and critical vacancies that might exist within 
Forestry plantations impeding plantation management that will need to be investigated 
further;  

(d) Determine whether additional training on the Microforest system is required so as to ensure 
an understanding of the functionalities of the system; 
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(e) Assess whether the action plan prepared during the prior year was adequate both in terms 
of the plan and the monitoring thereof; 

(f) Improve controls regarding record keeping of the Microforest system to address the matters 
reported. Oversight by the department must be strengthened to ensure that this indeed 
takes place; and  

(g) Ensure that interim reports prepared is evidenced by complete and accurate reporting of 
biological assets that is subjected to oversight to prevent and detect errors in reporting.  

 

Management response 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

 
Management agrees with the adjustment but not to the extent of R49, 244,512 

overstatement. According to our calculations we calculated a difference of 

R18 330 493.00. After engaging with the Auditor General and one of the regions, the 

information received from the regions was insufficient to support the DAFF‘s adjustment 

of R18 330 493.00. The final adjustment to the overstatement was then reduced to 

R38,765,403 

 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

 
There are challenges in the Regions with regards to human resource management. In 

KZN the planner‘s post is vacant. Although there is a temporal replacement, skilled 

resources remain a challenge. In the Eastern Cape, the Department lost a highly skilled 

planner and his post remains vacant. In Limpopo/ Mpumalanga the planner based in 

Nelspruit services both provinces and there are challenges with budget constraints. 

Performance monitoring is another challenge in the Regions as regional planners do not 

report to the National Office but to their regional Deputy Directors. Training on 

Microforest is an ongoing process, refresher courses are provided on an annual basis. 

Additional there is a 24 hour support/ helpdesk for any queries that is available for all 

users of the system. 

 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 

Management agrees with the recommendation of the adjustment but not to the extent of 

R49, 244,512 over statement. According to our calculations we calculated a difference of 

R18 330 493.00. After engaging with the Auditor General and one of the regions, the 

information received from the regions was insufficient to support the DAFF‘s adjustment 

of R18 330 493.00. The final adjustment to the overstatement was then reduced to 

R38,765,403 
 

 

Management would ensure that there is realignment of reporting lines to ensure 

seamless flow of information is achieved from operational staff in the regions to the 

National Planning Section. 

 

Additional there is a 24 hour support/ helpdesk for any queries that is available for all 

users of the system. Management agrees on the recommendations on improving 

controls, accurate and complete reporting. 
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An assessment of the existing and resources required within the forestry branch will be 

done by Forestry Operations but implementation thereof is a long term project. 

Action plan: 

Adjust the total value of biological assets. Furthermore, there will be a comprehensive 

analysis of the resources available with a view of identifying resources required to 

adequately manage the forest resource. 

 

Implementation 

of Action plan: 

By whom  

Name: ZL Mthalane/ 

Cyril Ndou 

Position: Acting 

Director Commercial 

Forestry/ Acting Chief 

Director Forestry 

Operations 

When (Date): (may not 

be longer than 2 months 

after the finding was 

raised) 

 

Budget required, if 

any: 

Still to be determined 

Reasons for not implementing the action plan within 2 months:  

 

Resources to sustainably management the plantations is a long term project and it is not 

practical to implement it in a short space of time. 

 
(Responsible SMS member) 

Name: Ms. Zibuyile Lindiwe Mthalane/ Mr. Cyril Ndou 
Position: Acting Director 

Date: 12 July 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting 

journal entry shall be processed: 

Yes 

X 

No N/A  

 

 

Auditor’s conclusion 

Management agrees with the adjustment but not to the extent of R49, 244,512 overstatement. The 
final adjustment made to the biological assets note to the overstatement was then reduced to 
R38,765,403. The adjustment was confirmed with the auditor‘s expert and the amended report 
provided by the auditor‘s expert. Biological assets disclosed in the AFS is therefore fairly stated. 
The adjustment was reported in the prior years as well and considered as a material adjustment to 
the AFS after submission which will be reported as non-compliance in the Audit Report. 
 
It is necessary that the department address the root causes in respect of critical vacancies and 
training of staff on the Microforest. Failure to address the root cause might result in a repeat 
finding. It is also necessary that the monthly valuation of biological assets be reviewed for accuracy 
and completeness to prevent misstatements at year-end reporting. 
 
 
  



 

 

 

  76 
 

 

 

6. Management and delivery of key programmes: Forestry – COMAF 31.2 
 

Audit finding 
 
Background 
 
The NDP launched in 2012 is the long-term strategy for South Africa that focuses on the long-term 
goals set by government to systemically improve the well-being of the country and its citizens, with 
the aim of eliminating poverty and reducing inequality by 2030. The sustainable development goals 
adopted by South Africa drive the same agenda and also aim to protect the planet through 
sustainable development. Accountability for government spending: from the plan to the people, is 
about holding the leadership answerable to the public for actions, decisions and policies that 
should bring about qualitative improvements to the lives of citizens. In addition, it is about 
determining whether the quality and effectiveness of government spending fall within sustainable 
financial limits. 
 
The following are reflected as per the NDP 2030 impacting the department: As the primary 
economic activity in rural areas, agriculture has the potential to create close to 1 million new jobs 
by 2030, a significant contribution to the overall employment target.  
 
The auditor‘s expert noted a number of value-added matters that require attention by the 
department. The details are included within the detailed report shared with the department. The 
matters below are extracts from the report that require the necessary attention from the 
department:   
 
Plantation Management:  
 

 Although there is significant replanting taking place, the present forest management of the 
young re-planted stands on the other plantations we visited can almost be said to be a 
waste of money, as large sums are spent replanting the harvested or burnt compartments 
without the necessary weed clearing prior to planting and on-going weed control after 
planting resulting in very poor stands. 

 
Condition of equipment:   
 

 The plantations are not being properly maintained due to the failure by the Department to 
adequately service equipment to be used in the plantations. For instance, chain saws to 
clear fallen trees on roads within some of the plantations are not provided. 

 
Coppice re-establishment of Eucalyptus Compartments: 
 

 The cost of re-establishment by coppicing is far less than re-establishment by re-planting 
seedlings, provided the coppicing operation is carried out correctly. It is practice, in privately 
owned commercial forests, to grow Eucalyptus for a plant crop and one or two coppice 
crops. Thereafter, the compartment is re-planted. During our inspection it was noted that 
some compartments were TU and no coppicing has been done. These compartments are 
waiting to be replanted. 

 
Re-establishment delays:  
 
When a compartment is harvested, the site is opened up for weed growth. The longer it takes to re-
plant, or re-establish by coppicing, the greater the amount of weed growth that will have to be 
removed. This is evident in a significant number of compartments we visited. Effect of too many 
coppice stems per stump When there are too many coppice stems allowed to grow on a stump, the 



 

 

 

  77 
 

 

 

dominant two or three stems will slowly suppress the thinner stems. The suppressed stems do not, 
however, die but continue to fight for survival, using some of the growth nutrients without 
increasing in any meaningful manner. When the plantation is harvested, dominant trees are 
relatively thin, and the thinner the tree, the lower the percentage of marketable timber. There are 
also a large number of undersize trees that are not marketable and have to be considered as 
waste, which have to be cut down and stacked before the next crop can be re-established.  
 
Temporary Unplanted Compartments (TU): 
 
We note that some of the plantations have large areas/compartments that have not been re-
established. The DAFF report states that overall, the TU area is 12,557.30 hectares (20.4%) of 
afforestable land which is 583.0 hectares more than the TU area in 2017. This is unacceptably 
high. 
 
Road Maintenance: 
 
Very little maintenance of the roads within the plantations is taking place and in particular there is a 
lack of proper drainage. At present, with almost no drains, the water runs down the road and in any 
cases the road is showing signs of developing into a donga. It was pleasing to see that the 
Plantation Manager at Welgevonden was grading roads within the plantation after heavy rains 
were experienced. There is, however, a serious problem on one of the main access roads in this 
plantation where the erosion is so bad that it threatens to undermine the road which could result in 
access to the majority of the compartments being cut-off (see photos). We have noted that when 
the verification process was conducted by Head Office, certain compartments were not accessible 
by road, and as such important data could not be verified for input into the Microforest System. 
 
Weed problem:  
 
Another observation during our inspection was the inadequate weed control after planting and the 
resultant very poor tree population in many of the younger compartments. This inferior population 
of trees will be carried through the whole rotation, 25 years in the case of the pine plantations, and 
the yields will be considerably lower than the yields of the present mature trees. It must be borne in 
mind that a harvested plantation is not a static situation as there are many noxious weeds and 
indigenous plants that germinate as soon as the forest cover is removed during harvesting. 
 
Weeds and indigenous plants must be removed in order to allow the young re-planted seedlings to 
grow. If the re-growth is allowed to grow for a couple of years, the cost of clearing is considerable. 
Trees are not growing optimally due to inadequate maintenance and insufficient personnel 
undertaking the control of weed infestation. This adds to the potential for the risk of fires. Another 
problem that was observed was the damage done by cattle and goats from the local communities 
in the young compartments. 
 
When a budget is drawn up for re-planting, sufficient allowance must be made for clearing the 
weed growth before planting, and then in the years after planting. Many cases were observed 
where a compartment had been re-planted and it was difficult to see the young trees due to the 
weed growth which was taller than the immature plants. This will result in lower future yields than 
have been achieved in the past. 
 
Fire Hazard 
 
As a result of this weed infestation the plantations are at risk of fire. Fire-fighting equipment has not 
been properly maintained resulting in a potential disaster in the case of fire. There are seven look-
out posts located throughout the Manzengwnya and Mbazwana plantations and not one of these is 
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being manned. They require minor maintenance (windows and roofs repaired) and radio/cell phone 
communication as well as capable persons to man these posts. 
 
One only has to look at the devastating effect of the fires in these two plantations to get an 
understanding of the extent of the damage caused by fires that could have been brought under 
control had they been spotted, and the plantation staff alerted sooner. It is recommended that this 
issue be raised and addressed as a matter of urgency to safeguard these valuable assets, which 
are not insured against fire damage. 
 
The following recommendations and comments were noted by the auditor‘s expert:  
 

 It would appear that there is very little synergy in terms of common objectives between the 
various Departments, Regional Offices and Estate Managers. This will cover planning in 
respect of thinnings, pruning, silviculture, re-planting, fire protection, etc. that is carried out 
by Planning and implemented by Operations. 

 During our site visits, we could not get a clear ―action plan‖ besides the intervention of TMM 
at Mbazwana and Manzengwenya where the forestry activities were being carried out 
correctly, from harvesting, to replanting/coppicing, weeding, thinning, pruning and most 
importantly fire breaks. There needs to be a communication and action plan for the 
Plantation Managers to perform and the biological assets protected and maximised to their 
full potential as commercial forestry. 

 It will be necessary to study the demand for timber in many of the areas referred to in the 
DAFF report to ascertain whether the re-planting should be hardwoods (Eucalyptus) or 
softwood (Pine). Many of the plantations in question were established to provide firewood 
and poles for the local communities, but this demand should be assessed, and the balance 
of the area planted with species of timber that is in commercial demand locally. 

 In KwaZulu-Natal, the plantations north of Richards Bay, Mbazwana and Manzenwenya are 
in relative close proximity to the pulp mills located at Richards Bay, and these plantations 
have some of the finest growing conditions in the country. The high rate of growth and the 
proximity to the mills make this one of the most profitable forestry areas in South Africa. 

 There is a shortage of pine saw logs in the country and many of the plantations are within 
range of sawmills, which are having to source timber further away from their mills. It is 
therefore not necessary for a plantation to be large enough to sustain a sawmill on its own. 

 A detailed study has not been completed for each plantation, however, plantations such as 
Mbazwana and Manzenwenya are ideally suited to produce hardwood. Qudeni, situated in 
a remote area of Zululand near Nkhandla, where over 70% of the land is lying idle, is within 
reasonable distance of the pine sawmills located at Vryheid and the Natal Midlands. 
Kwagubeshe is very close to pine sawmills and hardwood mills. Hlokosi has some good 
growing areas and is close to Sappi Saaicor. 

 By contrast, a plantation such as Mbizweni near Umzimkulu should not be developed 
further as the site quality is very poor and not economically suited to either eucalyptus or 
pine production. It is also susceptible to fires, as was evidenced during our site visit in 
2017. 

 In the Eastern Cape, there are pine sawmills on the KwaZulu-Natal border, at Mthata and in 
the Stutterheim area, that are all short of pine sawlogs and would travel long distances to 
collect sawlogs. This would suit plantations such as Katberg, Nququ Estate, Nomadamba 
and Ntywenka. 

 Where compartments have been felled, the volumes should be recorded and compared to 
the estimated volumes in Microforest to verify the accuracy of the information being 
supplied by the plantation staff. Timber harvesting schedules for this period (2017/2018) 
show projected/estimate volumes the same as actuals, which is not correct. 

 Where a compartment is partially felled, the volumes need to be deducted from the 
estimated volumes for that compartment, particularly when the activity falls within the DAFF 
financial year-end. 
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Internal control deficiency 
 
Leadership 

Implement effective human resource management to ensure that adequate and sufficiently skilled 
resources are in place and that performance is monitored. 

Adequate and sufficiently skilled resources do not always exist because of vacancies and budget 
constraints. A position of a forestry valuator does not exist within the department. Furthermore, 
there appears to be issues related to succession planning and vacancies that exist within the 
Forestry branch that will need to be investigated further. Additional training on the Microforest 
system must also be assessed to determine whether an understanding of the functionalities of the 
system is adequate to ensure credible reporting. 

Develop and monitor the implementation of action plans to address internal control deficiencies. 

The action plan developed to ensure a reoccurrence of the finding was inadequate and not 
adequately monitored to ensure a repeat finding does not take place. 

Recommendation 

We recommend that the department: 

(a) Perform an assessment of the existing resources required within the forestry branch in 
order to determine the adequacy thereof. A needs assessment is also required to 
determine whether existing resources and positions are adequate e.g. forestry valuator 
(own staff or consultants appointed). This must be noted in context of the potential 
opportunities in adequately managing the forestry assets and the economic impact thereof 
with regard to employment creation;  

(b) Assess matters regarding succession planning and critical vacancies that might exist within 
Forestry plantations impeding plantation management that will need to be investigated 
further; and  

(c) Assess whether the action plan prepared during the prior year was adequate both in terms 
of the plan and the monitoring thereof.  

Management response 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: x 

 
DAFF fully agree with the audit findings. 

 

 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: x 

 
DAFF does agree and acknowledge the observations when it comes lack of internal control 

deficiencies and undertakes to improve in the future. 

 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: x 
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Management acknowledges and welcomes all the recommendations and will be working on the 

plan to implement all of them. 

 

Action plan: An integrated action plan will be developed to ensure step by step remedial 

actions towards implementation of the recommendations   

 

Implementation 

of Action plan: 

By whom  

Name: T.C.NDOU 

Position: Acting Chief 

Director Forestry 

Operations 

When (Date): (may not be 

longer than 2 months after the 

finding was raised) 

31 August 2018 

Budget required, if 

any: Existing 

operational budget to 

be used 

 

Reasons for not implementing the action plan within 2 months: 

 
(Responsible SMS member) 

Name: T.C. Ndou 
Position: Acting Chief Director 

Date: 2018/07/11 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 

entry shall be processed: 

Yes No N/A  

 

 

Auditor’s conclusion 

The department agrees with the finding and the root causes to the finding. It is important to note 
the matters as per the NDP and MTSF with regard to the creation of jobs and sustainable forestry. 
In this regard, commercial forestry has a potential as outlined per the NDP and it is therefore 
necessary that action be taken to achieve the vision of NDP 2030. The findings reported will be 
considered for reporting in the AGSA General Report on key service delivery programmes given 
the emphasis per the NDP and the value of DAFF commercial forestry plantations. 
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Predetermined objectives 

7. Programme 2: Reliability and presentation of indicator number 2.1.1: Number of 
animal improvement schemes for prioritised value chain commodities implemented – 
COMAF 18 

 

Audit finding 
 
The reliability criteria of performance reporting refer to the:  

 
Recording, measuring, collating, preparing and presenting information on actual 
performance / target achievements is valid, accurate and complete 

 
The following are the requirements of chapter 5 of the Framework for Managing Programme 
Performance Information (FMPPI): 
 

 The accounting officer or head official of an institution is accountable for 
establishing and maintaining the systems to manage performance information. Their 
performance agreements should reflect these responsibilities.  

 Line managers and other officials: Line managers are accountable for establishing 
and maintaining the performance information processes and systems within their 
areas of responsibility. Their performance agreements must reflect these 
responsibilities. 

 A range of officials is responsible for capturing, collating and checking performance 
data related to their activities. The integrity of the institution's overall performance 
information depends on how conscientiously these officials fulfil these 
responsibilities.  

 Processes to ensure the information is appropriately used for planning, budgeting 
and management within the institution, including: 

 Processes to set performance standards and targets prior to the start of 
each service delivery period. 

 Processes to review performance and take management action to ensure 
service delivery stays on track. 

 Processes to evaluate performance at the end of a service delivery period. 
 
Paragraph 2.4.4 of the annual report guide for National and Provincial departments states the 
following: 
 
Strategic objectives, performance indicators planned targets and actual achievements  
 
Guideline:  
 

This section must provide a narrative of the significant achievements of targets for the strategic 
objectives and performance indicators for each programme for the financial year under review. 
The narrative must also provide a synopsis on how the achievement of targets has contributed 
towards achieving the department‘s strategic outcome orientated goals, which will invariably 
impact on the strategic priorities of government.  

 
A table must also be provided where departments should report on strategic objectives, 
performance indicators and targets for each programme or every sub-programme as specified 
in the Estimates of National Expenditure/ Estimates of Provincial Revenue and Expenditure 
and Annual Performance Plan for both national and provincial departments. In instances, 
where the Annual Performance Plan has been revised in-year, additional tables must also be 
provided where departments must report on revised strategic objectives, performance 
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indicators and targets for each programme or every sub-programme as specified in the revised 
Annual Performance Plan.  
 

 List the programme‘s strategic objectives with the actual outputs achieved in the 
previous year, the planned targets as per the Annual Performance Plan and the actual 
outputs for the financial year under review.  

 List programme / sub-programme performance indicators as per the annual 
performance plan.  

 Include the actual outputs achieved in previous years, which must agree to the previous 
annual reports.  

Include the planned targets as per the Estimates of National Expenditure/ Estimates of 
Provincial Revenue and Expenditure and Annual Performance Plan.  

 Calculate the variance between the planned targets and actual achievements for the 
current year.  

 Comment on all deviations.  
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Performance Indicator  Planned Target  Description per TID  Auditor’s comments 

Programme 2, Indicator: 2.1.1: 
Number of animal improvement 
schemes for prioritised value chain 
commodities implemented. 

2 animal 
improvement 
schemes 
(Kaonafatso ya 
Dikgomo and 
poultry) implemented 

Short definition: 

 
Monitor progress on the implementation of the animal 
improvement schemes (Kaonafatso ya Dikgomo and 
poultry) in terms of the Animal Improvement Act. This 
includes the number of farmers participating and 
benefiting on a voluntary basis to increase 
livestock/poultry production efficiency to be measured 
in terms of the Animal Improvement Act. 
 
The benefit would include, being assisted on animal 
husbandry, on farm level recording tools, genetic 
(animal) improvement, animal identification and veld 
management. At the same time, the impact of the 
schemes on production will be monitored for purposes 
of improving on the impact of the schemes or on 
animal production. 
 
Source/ Collection of data: 

 
Basic count – Progress report and Annual report of 2 
Animal Improvement Schemes 

 
Through inspection of the APR we noted that department 
indicated that it has achieved its target, however through 
inspection of the report we noted that the report on 
implementation of the animal improvement scheme, we 
noted that the report was only produced and approved in 
April 2018.  
 
Achievement of the target at 31 March 2018 has therefore 
not being achieved. This results in misstatement relating to 
the presentation criteria as the department did not achieve 
the target and no variance for deviation was reported. An 
alternative would be for the department to amend the 
variance column for the indicator to indicate that the Annual 
report of 2 Animal Improvement Schemes was prepared 
and approved during April 2018 and the reasons for it not 
being approved during March 2018. Failure to do amend 
the APR might result in a misstatement in reliability and 
presentation assertions for this material indicator.  
 
 

The conclusion on the report on animal production states 
that ‗this report shows that the KyD has achieved its pre-
determined objectives as per the operational plan for 
2017/2018‖. We however noted the following contradiction:  
 

 As per the quarter 3 performance report the 
department planned to assist 8,500 farmers. The 
report further indicated that ―the scheme is on 
track to achieve its target.‖, versus  

 The actual achievement per the annual report on 
animal improvement schemes was 4,693 farmers.  

 
Therefore, the department has not been able to achieve its 
target set and the reported performance per the annual 
report on animal improvement is not factual resulting in the 
reported performance not being reliable.  
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Performance Indicator  Planned Target  Description per TID  Auditor’s comments 

In order to determine whether the report is accurate, we 
requested that the listings supporting the report on the 2 
animal improvement schemes and noted an overstatement 
of the reported performance amounting to 187 as indicated 
per note 1 below.  
 
The reported performance per the report is therefore 
overstated as follows: 
 

 180 farmers verifiable through INTERGIS were 
recruited into the program;  

 3 farmers were exposed to poultry capacity 
building initiatives; and  

 2 farmers attending the farmer‘s day. 
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Note 1:  

Information as per the report Information as per the listing Variance Reason why the indicator is 
not reliable 

A total of 4,873 farmers verifiable 
through INTERGIS were 
recruited into the program 

4,693 farmers counted 180 farmers/ 
3.7% 

The report stated that a total of 
4,873 farmers verifiable through 
INTERGIS were recruited into the 
program, however, upon casting 
of the listing provided for this 
figure it has been found that the 
number only amounts to 4,693 
farmers. 

A total of 66 farmers were 
exposed to poultry capacity 
building initiatives 

67 farmers were counted, 
however, 4 duplicates have 
been noted. 

3 farmers/ 
4.5% 

The report stated that a total of 
66 farmers were exposed to 
poultry capacity building 
initiatives, however, upon casting 
of the listing provided for this 
figure it has been found that the 
number only amounts to 67 
farmers. 

78 Farmers attended farmers 
day. 

78 farmers were counted, 
however, 2 duplicates were 
identified.  

2 farmers/ 
2.6% 

The report stated that a total of 
78 farmers attended the farmer 
information day, however, upon 
inspection of the listing it was 
found that 2 farmers have been 
included on the listing twice 
therefore overstating 
performance. 
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Internal control deficiency 
 
Leadership 
 
Exercise oversight responsibility regarding financial and performance reporting and compliance 
and related internal controls  
 
Although there was oversight by the monitoring unit, the oversight did not perform a reconciliation  
between the relevant supporting documents i.e. the targets set and the listings supporting reports 
against the reports submitted as evidence resulting in reported performance per the APR not being 
accurate. 
 
Recommendation 

We recommend that the department: 

a) Amend the variance column for the indicator to indicate that the Annual report of 2 Animal 
Improvement Schemes was prepared and approved during April 2018 and the reasons for it 
not being approved during March 2018; and the department did not meet its targets set as 
4,513 farmers (4,693 – 180) were supported instead of the 8,500 farmers that were planned 
to be supported; and  

b) Improve oversight and record keeping of performance reporting by ensuring that there is a 
reconciliation between the relevant supporting documents i.e. the targets set and the 
listings supporting reports against the reports submitted as evidence. 

 

Management response 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

 
1. The Animal Improvement Scheme (AIS) report was produced and approved in 

April 2018. 
Although DAFF agree with AGSA it should be noted that according to the DPME 
reporting guidelines and the DORA framework by National Treasury, validation and 
reporting is 60 days after the end of quarter 4. Therefore, the department is within the 
acceptable validation timeframes. 
 

2. 8500 target versus 4693 – target not achieved. 
However, it should be noted that farmer participation in the scheme is on a voluntary 
basis. The numbers are inclined to fluctuate according to farmer participation. The 
assessment of the achievement of the target was in line with the requirements of the 
TID which is the signed off report. 
 

3. Listings supporting the AIS report and duplicates were noted as an 
overstatement 
Approved report on the Animal Improvement Scheme will be amended accordingly. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

 
1. The AIS report was produced and approved in April 2018. 

 DAFF implementation of the scheme starts on the 1 April 2017 and ends on the 
31st March 2018. Considering that data collection and other variables needs to be 
concluded by the end of March as such it is unrealistic to finalise both 
implementation and reporting at the same time.  
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2. Listings supporting the report and duplicates were noted as an overstatement. 

 The Department to reconcile reported information to the relevant supporting 
documents on a monthly basis. 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 

DAFF will amend the APR as follows:  
 

The AIS report was produced and approved in April 2018. 

 The department will amend the variance column for the indicator to indicate that 
the Annual report of 2 Animal Improvement Schemes was prepared and approved 
during April 2018 and the reasons for it not being approved during March 2018. 

 
Listings supporting the AIS report and duplicates were noted as an 
overstatement for poultry. 

 The APR and the approved report on AIS will be amended accordingly. 
 

8500 target versus 4693 achieved for KYD. 

 The APR and the approved report on AIS will be amended accordingly 
 

Action plan: 
The Department to reconcile reported information to the relevant supporting documents 
on a monthly basis for accuracy. 

Implementation 
of Action plan: 

By whom  
Name: Mr J 

Mamabolo 
Position: Director 

Animal 
Production 

When (Date): 
1st June 2018 
 

Budget required, if 
any: None at this 
stage 
 

Reasons for not implementing the action plan within 2 months: 
N/A 
(Responsible SMS member) 

Name: Ms. G Mashigo 
Position: Acting Director Organization Performance 
Date: 15 June 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting 
journal entry shall be processed: 

Yes 
 

No 
 

N/A  
 

 
Auditor’s conclusion 
 
The department agrees with the finding and will change the APR, we however noted that the 
department indicated: that according to the DPME reporting guidelines and the DORA framework 
by National Treasury, validation and reporting is 60 days after the end of quarter 4. Therefore, the 
department is within the acceptable validation timeframes. We are still of the view that the errors 
should have been detected as the 60 days indicated ended on 31 May 2018 and therefore the 
reported performance at 31 May 2018 was misstated and therefore there should be controls in 
place to detect the misstatement thereby ensuring credible reporting without relying on the efforts 
of external audit. Furthermore, the same concept would apply regarding the following: DAFF 
implementation of the scheme starts on the 1 April 2017 and ends on the 31st March 2018. 
Considering that data collection and other variables needs to be concluded by the end of March as 
such it is unrealistic to finalise both implementation and reporting at the same time. Regarding the 



 

 

  88 
 

 

 

8500 target versus 4693, we note that the latter is demand driven, it is still necessary to ensure 
consistency and credibility of what is reported as per the APR. 
 
The adjustment is considered as a material adjustment and will be reported per the Management 
Report and not the Audit Report. It would therefore not affect the opinion if corrected. 
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8. Programme 2: Completeness of planned performance indicators relevant to the 
mandate of the department – COMAF 21 

 
Audit finding 

In terms of paragraph 1.2 of the Medium Term Strategic Framework (MTSF), the purpose of the 
MTSF is as follows: 
 

This MTSF is Government‘s strategic plan for the 2014-2019 electoral terms. It reflects the 
commitments made in the election manifesto of the governing party, including the 
commitment to implement the NDP. The MTSF sets out the actions Government will take 
and targets to be achieved. It also provides a framework for the other plans of national, 
provincial and local government. 

 
We compared the NDP and the MTSF to the 2017-18 APP and noted that the indicators for the 
outcome below were not included in the APP. This will result in the department not achieving the 
MTSF targets. 
 

NDP 
Chapter 

MTSF Indicator 
2019 Target 

APP Indicator 

Chapter 3: 
Economy and 
development 

Increase gross value add 
of the fruit and vegetable 
industry 

 Increase production of:  

1. Deciduous fruit by an additional 4 491 ha 
to 77 491 ha;  

2. 2. Subtropical fruits by an additional 35 
000 ha to 49 625 ha;  

3. Citrus fruits by an additional 15 000 ha to 
80 000 ha; and  

4. Vegetables to 17 570 ha. 

None 

Increase the number of jobs:  

1. Deciduous fruits from 53 437 to 62 957;  
2. Subtropical fruits from 10 950 to 118 110;  
3. Citrus fruits from 70 200 to 85 200; and  
4. Vegetables (potatoes, Tomatoes, Onions 

and Carrots) to 48 669. 

None 

Increase gross income generated for:  

1. Deciduous fruits from 11 586 million to 17 
379 million; 

2. Subtropical fruits from R2 622 million to 
R3 933 million; 

3. Citrus fruits from R8 094 million to         
R12 141 million; and  

4. Vegetables from R15 853 million to            
R23 779 million. 

 None 

 
Based on the audit directive, the misstatement conditions will remain as phased conditions from 
the 2017/18 audit cycle. Any misstatements identified from testing these criteria will not have an 
impact on the audit opinion/conclusion of the programme. Any material findings will ONLY be 
reported in the management report as emerging risks with detailed findings in the annexure to the 
management report. The decision to fully implement these misstatement conditions will be 
reassessed for future audit cycles. 
 
Internal control deficiency 
 
Financial and Performance Management 
 
Review and monitor compliance with applicable laws and regulations  
 
Compliance with the requirements of paragraph 3.3 of the FMPPI was not monitored. The APP 
indicators were also not aligned to the MTSF. 
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Recommendation 

We recommend that the department: 
 

a) Ensure that all indicators/measures and targets arising from the department‘s mandate, 
applicable legislation, strategic goals, MTSF, sector plans, and objectives are included in 
the planning documents i.e. APP; and  

b) Improve controls with regard to monitoring the requirements of paragraph 3.3 of the FMPPI 
and alignment of the MTSF to the APP (strategic objectives, indicators and targets). 

 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

The department currently does not have the specific indicators and targets as outlined above in the 
2017/18 APP.  

 2019 Target Increase production: The department has an indicator and target on hectares 
cultivated under programme 3 however the target has not been broken down to indicate 
specific commodities; 

 2019 Target Increase the number of jobs: The 2017/18 APP under Part A has included a table 
with targets for jobs created for CASP and Ilima/Letsema however the targets has not been 
broken down to indicate specific commodities. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

 
 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 

 
 

Action plan:  
The issue will be addressed with DAFF management at EXCO so that the indicators and targets 
could be included with specific commodities in the APP going forward and to allocate the mandate 
to the relevant branch to implement the indicator and targets relating to ―Increase gross income 
generated”. 

Implementation 
of Action plan: 

By whom  
Name: Ms. M Molotsi 
Position: Director: 

Strategic 
Planning 

When (Date): (may not be 

longer than 2 months after the 

finding was raised): July – 
August 2018 

Budget required, if 
any: None 
 

Reasons for not implementing the action plan within 2 months: 
Processes, protocols and discussion to be followed. 
(Responsible SMS member) 

Name: Ms. M Molotsi 
Position: Director: Strategic Planning 
Date: 28 June 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 
entry shall be processed: 

Yes 
 

No 
 

N/A  
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Auditor’s conclusion 

The department agrees with the audit finding. Based on the audit directive, the misstatement 
conditions will remain as phased conditions from the 2017/18 audit cycle. Any misstatements 
identified from testing these criteria will not have an impact on the audit opinion/conclusion of the 
programme. Any material findings will ONLY be reported in the management report as emerging 
risks with detailed findings in the annexure to the management report. The decision to fully 
implement these misstatement conditions will be reassessed for future audit cycles. 
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9. Reported indicators as per the APP and APR not consistent when compared to 
planned indicators – COMAF 24 

 

Audit finding 

The following are the requirements with regard to consistency criteria in the reporting of 
performance information: 

1. Reported strategic or development objectives are 
consistent or complete when compared to planned 
objectives 

Section 40(3)(a) of the PFMA 
TR 5.2.4  
NT Instruction Note 33: Implementation of the FSAPP 

Sec 25(1) and 31(1) of the PSR 
 

2. Changes to strategic or development objectives are 
approved 

TR 5.1.1  
NT Instruction Note 33: Implementation of the FSAPP 

Sec 4 of FSAPP 

3. Reported measures or indicators are consistent or 
complete when compared to planned measures or 
indicators 

Section 40(3)(a) of the PFMA 
TR 5.2.4  
NT  Instruction Note 33: Implementation of the FSAPP 

Sec 25(1) of the PSR 

4. Changes to measures or indicators are approved TR 5.1.1  
NT Instruction Note 33: Implementation of the  FSAPP 

Sec 4 of FSAPP 

5. Reported targets are consistent or complete when 
compared to planned targets 

Section 40(3)(a) of the PFMA 
TR 5.2.4  
NT Instruction Note 33: Implementation of the  FSAPP 

Sec 25(1) of the  PSR 

6. Changes to targets are approved TR 5.1.1  
NT Instruction Note 33: Implementation of the FSAPP 

Sec 4 of FSAPP 

7. Reported achievements are consistent with the 
planned and reported indicator and target 

Sec 40(3)(a) of the  PFMA   

 

Comparison of the APP with the APR revealed that reported indicators as per the APR were not 
consistent or complete when compared to planned indicators as per the APP. This was because 
reported performance for transversal indicators were not listed separately as it was combined with 
other indicators, viz: indicator 3.1.1 and 3.2.3. The latter is reflected as per the table below. 
 
In terms of paragraph 9.3 of the APP regarding consolidated performance indicators and annual 
targets, the following was sated: The consolidated indicators provided in the table below are 
delivered by PDAs. The DAFF will provide oversight to the PDAs by consolidating performance in 
all nine Provincial Departments of Agriculture. (Annexure to the indicator 3.1.1 National food and 
nutrition security interventions coordinated).‖ Whilst noting paragraph 9.3, we do not have the 
necessary assurance with regard to consistency as performance against planned targets are not 
reported separately. Users of the annual report would therefore be unable to measure actual 
performance against planned performance.  
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Extract as per the 2017-18 APP  Extract as per the APR received on 31/05/2018 

Consolidated performance indicator  Target: 2017-18 Reported performance reported 
combined with indicator no. 

Actual achievement as per the 
APR 

Comment on deviations  

3.1.2 Number of households supported 
with agricultural food production 
initiatives. 

52 480 

3.1.1: National food and nutrition 
security interventions coordinated 

The following consolidated 
achievements were recorded: 
13 736  Smallholder supported, 
24 943 Households supported 
with agricultural food production 
initiatives and 37 300.33 ha 
cultivated for food production in 
communal areas and land reform 
projects 

Out of the consolidated 
28 982 smallholder 
reported to have been 
supported by provinces; 
15 246 were inadmissible, 
66 296.85 hectares were 
inadmissible from 
consolidated 103 597.18 
hectares reported and 
69 495 households were 
inadmissible from the 
94 438 households 
consolidated.  
 
 
 
 
 
 

3.1.3 Number of hectares cultivated for 
food production in communal areas 
and land reform projects. 129 690 

3.1.1: National food and nutrition 
security interventions coordinated 

The following consolidated 
achievements were recorded: 
13 736  Smallholder supported, 
24 943 Households supported 
with agricultural food production 
initiatives and 37 300.33 ha 
cultivated for food production in 
communal areas and land reform 
projects 

3.3.2Number of smallholder producers 
supported. 

23 559 

3.1.1: National food and nutrition 
security interventions coordinated 

3.2.4Number of Extension Support 
Practioners deployed to Community 
Organisations. 

20 

3.2.3: Extension Support 
Practitioners deployed to commodity 
organisations 

The Annual review report on 
deployment of Extension 
Practitioners to commodity 
organisations was compiled. The 
report reflects an achievement of 
61(KZN: 28, MP: 14, WC: 01, FS: 
03 and EC: 15) Extension 
practitioners deployed against a 
target of 20 indicated as 
consolidated provincial figure 

The letters received from 
provinces reflected total of 
61 to be deployed 
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Internal control deficiency 
 
Financial and Performance Management 
 
Review and monitor compliance with applicable laws and regulations  
 
Compliance monitoring with the requirements of section 40(3)(a) of the PFMA, Treasury 
Regulation 5.2.4, NT Instruction Note 33: Implementation of the FSAPP and section 25(1) of the 
PSR was inadequate resulting in there been a lack of consistency between the APP and the APR.  

 
Recommendation 

We recommend that the department: 

a) Report performance in respect of transversal indicators: 3.1.2, 3.1.3, 3.3.2 and 3.2.4 
separately instead of reporting performance with performance indicators: 3.1.1 and 3.2.3; 
and  

b) Improve compliance monitoring with the requirements of section 40(3)(a) of the PFMA, 
Treasury Regulation 5.2.4, NT Instruction Note 33: Implementation of the FSAPP and 
section 25(1) of the PSR was inadequate resulting in there been a lack of consistency 
between the APP and the APR. 

 

Management response 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

 

AGSA should note that according to the APP, DAFF has indicated that the consolidated 

indicators 3.1.2, 3.1.3, 3.3.2 and 3.2.4 are delivered by PDAs. The DAFF will provide 

oversight to the PDAs by consolidating performance in all nine Provincial Department of 

Agriculture. (Annexure to the indicator 3.1.1 National Food and nutrition security 

interventions coordinated)  

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

 

AGSA should note that with DAFF there is thorough application of validation processes to 

report accurate and reliable information as required by legislation. Some of the reported 

figures where evidence was not meeting the required standards have been identified and 

accounted as such under comment on deviation strictly guided by TID of DAFF. 

 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 

 

DAFF will adjust the APR accordingly 

 

Action plan: 

Adjust the DAFF 2019/20 APP to reflect the consolidated provincial indicators as an 

annexure in Part D that will then ensure that DAFF responds in the APR according to how 

we have planned. 

 

Implementation 

of Action plan: 

By whom  

Name: Ms. Grace 

When (Date): (may not 

be longer than 2 months 

after the finding was raised) 

Budget required, if 

any: 
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Mashigo and Ms. Mimi 

Molotsi 

Position: Acting 

Director and Director 

1st draft 2019/20 APP 

by 31 August 2018  

 

Reasons for not implementing the action plan within 2 months: 

The 2018/19 APP is currently reflecting the consolidated provincial transversal indicators 

similar to the 2017/18 APP. DAFF will therefore implement the AGSA‘s recommendations 

even in the 2018/19 APR. Changes can only be done in the 2019/20 APP that is still to be 

developed. The 2018/19 APP has already been tabled and approved by Parliament. 
(Responsible SMS member) 

Name: Ms. Grace Mashigo 

Position: Acting Director Organization Performance 

Date: 04 July 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting 

journal entry shall be processed: 

Yes No 

X 

N/A  

 

 
Auditor’s conclusion 

Management accepts the recommendation. The APR was adjusted and is now consistent with the 
APP. The finding is closed and is no longer applicable but is considered a material adjustment to 
the APR which will only be reported as an other matter on the Management Report. There will be 
no impact on the Audit Report. 
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10. Reliability of programme 3 transversal indicators – COMAF 26 (Revised 04/07/2018) 
 

Audit finding 

The reliability criteria of performance reporting refer to the:  
 
Recording, measuring, collating, preparing and presenting information on actual 
performance / target achievements is valid, accurate and complete 

 
The following are the requirements of chapter 5 of the Framework for Managing Programme 
Performance Information (FMPPI): 
 

 The accounting officer or head official of an institution is accountable for 
establishing and maintaining the systems to manage performance information. Their 
performance agreements should reflect these responsibilities.  

 Line managers and other officials: Line managers are accountable for establishing 
and maintaining the performance information processes and systems within their 
areas of responsibility. Their performance agreements must reflect these 
responsibilities. 

 A range of officials is responsible for capturing, collating and checking performance 
data related to their activities. The integrity of the institution's overall performance 
information depends on how conscientiously these officials fulfil these 
responsibilities.  

 Processes to ensure the information is appropriately used for planning, budgeting 
and management within the institution, including: 

 Processes to set performance standards and targets prior to the start of 
each service delivery period. 

 Processes to review performance and take management action to ensure 
service delivery stays on track. 

 Processes to evaluate performance at the end of a service delivery period. 
 
Through performing reliability testing on transversals indicators: the following misstatements were 
noted: 
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Performance Indicator  Auditor’s comments 

Programme 3 
 
Indicator 3.1.2: Number of households 
supported with agricultural food production 
initiatives  
 
Planned target: 52 480 
 
Actual performance:  
 
The following consolidated achievements 
were recorded:  

 13 736 Smallholder supported,  

 24 943 Households supported with 
agricultural food production 
initiatives and  

 37 300.33 ha cultivated for food 
production in communal areas and 
land reform projects 

 
 
 
 

The RSA ID number of the farmer below could not be validated as it was scratched out per the evidence provided: 
 

No. Name of the farmer RSA ID no. 

1 Derrick Khathi  6111180290081     

 
Differences noted are immaterial.  

Programme: 3 
 
Indicator 3.3.2: Number of smallholder 
producers supported 
 
Planned target: 23 559 
 
 
Actual performance:  
 
The following consolidated achievements 
were recorded:  

 13 736 Smallholder supported,  

 24 943 Households supported with 
agricultural food production 
initiatives and  

 37 300.33 ha cultivated for food 
production in communal areas and 

The farmer stated as per the table below was trained during the prior year, however the farmer was reported as performance within the 
current financial year: 

 

No. Name of the Farmer ID number  Date of training 

1 Zwane Selina 
 

5804280766080 29- Sept- 2016 

 
Through reliability testing of the indicator, the following discrepancies were identified: 

1. The farmers indicated on the table below were reported in the incorrect accounting period. 
 

No. Name of the farmer RSA ID no. Delivery date Description of goods delivered 

2 C Moahludi 6602115270081     2016/12/28 

Camborough Sows, Wearners, Peni La Phoenix, 
Forrowsure, Littergaurd, Respisure, Norotrim, 
Boar and Sow Pellets, Finisher Pellets, Grower 
Pellets. 

 
 

2. The following duplicates were identified from the listing that supports the reports: 



 

 

  98 
 

 

 

Performance Indicator  Auditor’s comments 

land reform projects 
 
 
 

 

No. of  farmers supported as per the 
listing No. of duplicates identified 

Variance (No. that should have been 
reported) 

13 734 330 13 404 

 
The misstatement rate is 2.40% and must be adjusted.  
 

Programme: 3 
 
Indicator 3.2.4: Number of Extension 
Support Practioners deployed to 
Community Organisations 
 
Planned target: 20 
 
 
Actual performance:  
 
The Annual review report on deployment of 
Extension Practitioners to commodity 
organisations was compiled. The report 
reflects an achievement of 61(KZN: 28, MP: 
14, WC: 01, FS: 03 and EC: 15) Extension 
practitioners deployed against a target of 20 
indicated as consolidated provincial figure 

The farmer stated as per the table below was duplicated and therefore reported performance is overstated by one farmer:  
 

RSA ID no. 

7301235969081     

 
Differences noted are immaterial. 
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Internal control deficiency 
 
Leadership 
 
Exercise oversight responsibility regarding financial and performance reporting and compliance 
and related internal controls  
 
Although there was oversight by the monitoring unit, the oversight did not perform a reconciliation 
to determine whether the numbers reported in respect of listing do no not contain duplicates, were 
in respect of the current financial year and were correctly classified in the correct indicator.   
 
Financial and Performance Management 
 
Implement controls over daily and monthly processing and reconciling of transactions   
 

 Adequate reviews to ensure misstatements are detected are not performed resulting in 
reports submitted as evidence for achievement of indicators not being credible.  

 
 
Recommendation 

We recommend that the department: 

a) Update reported performance of indicator number: 3.3.2: Number of smallholder producers 
supported, as a result of overstatements due to duplicate farmers not detected by the 
controls within the department; and  

b) Improve oversight and record keeping of performance reporting to prevent and detect 
misstatements in the evidence of reported performance to ensure accurate and valid 
reporting, e.g. duplicate farmers, classification to incorrect indicators, reporting where 
performance took place in the prior financial year, etc. 

 

Management response 
 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

 
DAFF agrees with the audit find on Indicator 3.3.2: Number of smallholder producers 
supported Planned target: 23 559, in which duplicates were detected. 
  
DAFF agrees with audit finding on indicator 3.2.4 deployment of Extension practitioner, the 
figure reported is correct but one names of Ronorono S (7301235969081) was repeated in 
MP and EC. As per the submitted reported KZN had 29-extension practitioner deployed but 
due to the duplicated name, the submitted database had KZN with only 28 extension 
practitioners.  
 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

 
DAFF will put systems in place to validate the reported figures and check duplicates. All 
reported figures will be signed off by the relevant managers to confirm that reported data 
was thoroughly checked for errors, duplicates and that all information is for the financial 
year under review. 
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Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 

 
Adjustment will be done 
 

Action plan: 
All data will be checked by FSAR branch and M&E. The branch will have to provide proof 
signed off by the director to assure M&E that data submitted have been checked properly. 
M&E will also recheck the data. 
 

Implementation 
of Action plan: 

By whom  
Name: Evans 
Kgasago and Roger 
Tuckledoo 
Position: M&E 
specialist and acting 
Director: Smallholder 
directorate. 

When (Date): (may not 

be longer than 2 months 
after the finding was raised) 

July –August 2018 
(Q1 reporting) 

Budget required, if 
any: 
None 

Reasons for not implementing the action plan within 2 months: 
 
(Responsible SMS member) 

Name: Ms. Grace Mashigo 
Position: Acting Director  
Date: 04 July 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting 
journal entry shall be processed: 

Yes 
 

No 
 

N/A  
 

 

Auditor’s conclusion 

 
Management accepts the recommendation. The APR was adjusted and is now reliable as all the 
required adjustments were made to the APR. No further adjustments were noted based on 
additional work performed. The finding is closed and is no longer applicable but is considered a 
material adjustment to the APR which will only be reported as an other matter on the Management 
Report. There will be no impact on the Audit Report. 
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11. Reliability of indicator 2.1.1: Number of hectares planted in temporary unplanted 
areas (TUPs) – COMAF 32 

 

Audit finding 
 
The reliability criteria of performance reporting refer to the:  

 
Recording, measuring, collating, preparing and presenting information on actual 
performance / target achievements is valid, accurate and complete 

 
The following are the requirements of chapter 5 of the Framework for Managing Programme 
Performance Information (FMPPI): 
 

 The accounting officer or head official of an institution is accountable for 
establishing and maintaining the systems to manage performance information. Their 
performance agreements should reflect these responsibilities.  

 Line managers and other officials: Line managers are accountable for establishing 
and maintaining the performance information processes and systems within their 
areas of responsibility. Their performance agreements must reflect these 
responsibilities. 

 A range of officials is responsible for capturing, collating and checking performance 
data related to their activities. The integrity of the institution's overall performance 
information depends on how conscientiously these officials fulfil these 
responsibilities.  

 Processes to ensure the information is appropriately used for planning, budgeting 
and management within the institution, including: 

 Processes to set performance standards and targets prior to the start of 
each service delivery period. 

 Processes to review performance and take management action to ensure 
service delivery stays on track. 

 Processes to evaluate performance at the end of a service delivery period. 
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Performance Indicator  Planned Target  Description per TID  Auditor’s comments 

Programme 05, Indicator 2.1.1: 
Number of hectares planted in 
temporary unplanted areas (TUPs) 

1 725 ha Short definition: 

 
The number of ha planted in TUPs refers to hectares 
that have been planted on temporary unplanted areas 
(on state plantations). TUPs are the areas which are 
not effectively planted as a result of clear-felling 
operations that took place or other factors such as fire 
damage beyond the control of the department. 
 
Source/ Collection of data: 

 
Q3: Maps, APO as per Growing Stock Management 
Plan, Biological Asset report 
Q4: Maps, APO as per Growing Stock Management 
Plan, Biological Asset report 
 
Method of calculation: 
 

Basic count: Total number of hectares of TUPs 
replanted 

 
The list of the TU areas planted within the DAFF 
plantations is attached as Appendix I of the auditor‘s expert 
report. Our calculation of the areas that have been planted, 
as reflected in the Microforest System, shows 959.22 
hectares against an annual target of 1,725 hectares. The 
variance amounts to 765.78 hectares in total or around 
44.39%. This figure is slightly down on the 996.93 hectares 
achieved by DAFF which shows a variance to our figures of 
37.71 hectares. This is made-up of the following 
compartments which are reflected as TU in the Microforest 
System: 
 
Kwagubeshe 

 
B1a 7.99ha 
B4 13.86ha 
 
Etwa 
 
A25a 10.55ha 
 
Voorspoed 
 
D26 5.31ha 
 
We have been unable to verify the information for the 
compartments in Cofimvaba as it appears that planting has 
taken place within existing compartments, but Microforest 
has not been updated with this new data. 
 
The 37.71 hectares represents a variance of 3.78%.  In 
general, the plantings are documented and the reason for 
discrepancies might be attributable to the date of 
completion of the plantings in a compartment overlapping 
the financial year-end.   
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TU Areas Planted (2017/2018) 
        

      
Microforest 

  

Plantation Species  Plant Date 
Age 

(Months) 
Area Effa 

TU Area 
Planted 

Comments 

No. Name 
Compartment 

No. 
          (ha)   

550 Nkonisa B10 P.ell Feb-18 0,2 7,88 7,88 7,88   

    B11 P.ell Feb-18 0,2 7,79 7,79 7,79   

574 Qudeni A12a P.ell Dec-17 0,3 26,09 26,09 26,09   

    A12b P.ell Dec-17 0,3 15,08 15,08 15,08   

572 Kwagubeshe B1a       7,99 7,99 0,00 This reflects as TU in Microforest and confirmed on site inspection 

    B4       13,86 13,86 0,00 This reflects as TU in Microforest and confirmed on site inspection 

Total TU plantings - KZN       78,69 78,69 56,84   

513 Katberg B09 P.ell Nov-17 0,4 18,64 18,64 18,64   

    B10 P.ell Nov-17 0,4 17,12 17,12 17,12   

    B11 P.ell Jan-18 0,2 5,99 5,99 5,99   

    B13 P.ell Nov-17 0,4 7,70 7,70 7,70   

    B14 P.ell Oct-17 0,5 13,30 13,30 13,30   

    K6a P.pat Jan-18 0,2 9,62 9,62 9,62   

    K6b P.ell Jan-18 0,2 21,55 21,55 6,40 Only 6.4ha planted as at 31 March 2018.  Adjust by 15.15ha 

    B15 P.ell Jan-18 0,2 12,13 12,13 12,13   

    B16 P.ell Jan-18 0,2 4,48 4,48 4,48   

    D15 P.ell Jan-18 0,2 12,43 12,43 12,43   

    L6 P.rad Feb-18 0,1 19,53 19,53 19,53   

    L9 P.rad Feb-18 0,1 33,49 33,49 33,49   

    D7a P.rad Feb-18 0,1 11,73 11,73 11,73   

    F11 P.ell Mar-18 0 23,55 23,55 12,76 Planted in March 2018.  No adjustment to value required 

    K6d P.ell Mar-18 0 8,80 8,80 8,80   

561 Ntsubane B29 P.ell Oct-17 0,5 15,32 15,32 15,32   
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    B4a P.ell Nov-17 0,4 23,47 23,47 23,47   

    C5 E.gra Dec-17 0,4 12,30 12,30 12,30   

    C7 E.gra Dec-17 0,4 4,91 4,91 4,91   

    D1a E.gra Dec-17 0,4 25,07 25,07 25,07   

    B24  P.ell Feb-18 0,1 9,91 9,91 9,91   

    B25 P.ell Feb-18 0,1 16,69 16,69 16,69   

    B21 P.ell Mar-18 0 13,55 13,55 13,55   

    B27 P.ell Mar-18 0 16,11 16,11 16,11   

    C41 E.gra Mar-18 0 5,41 5,41 5,41   

556 Etwa A2c P.ell Oct-17 0,5 9,57 9,57 9,57   

    A18c P.ell Dec-17 0,4 19,36 19,36 19,36   

    A1 P.ell Feb-18 0,1 3,57 3,40 3,57   

    A2a P.ell Feb-18 0,1 1,69 1,69 1,69   

    A25a       10,55 10,55 0,00 This reflects as TU in Microforest and confirmed on site inspection 

551 Amanzamnyama C2 P.ell Jan-18 0,2 33,14 33,14 33,14   

    C8 P.ell Dec-17 0,4 26,39 25,70 26,39   

    C3 P.ell Feb-18 0,1 32,13 32,13 32,13   

    C9 P.ell Mar-18 0 15,99 15,81 15,99   

985 Mount Coke C7b P.pat Feb-18 0,1 2,83 2,83 2,83   

    C16c P.pat Mar-18 0 6,15 6,15 6,15   

    C18c P.ell Mar-18 0 5,81 5,81 5,81   

    G22 E.gra Mar-18 0 12,41 12,41 12,41   

    C2d P.ell Oct-17 0,5 17,19 17,19 17,19   

    C16b P.ell Nov-17 0,4 10,02 10,02 10,02   

510 Nomadamba C2 P.pat Dec-17 0,3 46,91 46,91 46,91   

    C3b P.ell Feb-18 0,1 18,60 18,60 18,60   

    K4 P.pat Mar-18 0 21,26 21,26 21,26   

    K5 P.pat Feb-18 0,1 4,61 4,61 4,61   

    K16 P.ell Mar-18 0 26,58 26,58 26,58   
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    K18 P.pat Mar-18 0 25,53 25,53 25,53   

562 Ntywenka A34 P.pat Feb-18 0,1 25,11 25,11 25,11   

    A19a P.pat Feb-18 0,1 12,86 12,86 12,86   

511 Nququ A12b P.pat Oct-17 0,5 6,36 6,36 6,36   

    A28c P.pat Jan-18 0,3 25,52 25,52 16,60 Only 16.6ha planted as at 31 March 2018.  Adjust by 8.92ha 

    C6 P.ell Feb-18 0,1 42,94 42,94 42,92   

558/563 Mzimvubu E1b P.ell Mar-18 0 15,19 15,17 15,19   

    F4 P.ell Mar-18 0 20,74 18,71 9,36 Planted in March 2018.  No adjustment to value required 

971 Cofimvaba D14a A.mea   15,6 5,36 3,51 9,81 This is shown as D14 in Microforest 

    D21c E.gxc   32,6 1,12 1,10 13,73 This is shown as D21 in Microforest 

    D25b E.gxc   32,6 2,36 2,36 4,00 This is shown as D25 in Microforest 

    D7b A.mea   8,6 15,40 15,40 13,00 This is shown as D7 in Microforest 

    D5a A.mea   59,6 2,38 2,38 11,54 This is shown as D5 in Microforest 

    D15a E.fas   31,6 5,13 5,10 4,61 This is shown as D15 in Microforest 

Total TU plantings - Eastern Cape        893,56 888,57 861,69   

            Microforest     

Plantation Species  Plant Date 
Age 

(Months) 
Area Effa 

TU Area 
Planted 

Comments 

No. Name 
Compartment 

No. 
          (ha)   

591 Luvhola L29 E.gra Feb-18 0,2 4,07 0,89 3,50   

    L55c E.gra Feb-18 0,2 6,91 6,91 7,49   

    L56c E.gxc Feb-18 0,2 4,53 0,88 4,25   

    L26 E.gra Feb-17 1,2 3,97 3,97 0,36 Only 0.36ha planted as at 31 March 2018.  Adjust by 3.61ha 

593 Phiphidi J6 E.gra Jan-18 0,3 4,78 4,77 4,78   

    J7 E.gra Feb-18 0,2 2,99 2,99 3,36   

590 Voorspoed D15 E.gxc Nov-16 1,4 18,69 18,69 1,83 Only 1.83ha planted as at 31 March 2018.  Adjust by 16.86ha 

    D12b E.gxc Feb-18 0,2 7,38 6,61 6,71   

    D24 E.gra Sep-16 1,6 7,57 4,93 8,41   
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    D26 E.pan     5,31 5,31   This reflects as TU in Microforest  

Total TU plantings - Limpopo       66,20 55,95 40,69   

                    

Total TU plantings - All Plantations       1 038,45 1 023,21 959,22   

  
        

  

Annual Target           1 725,00   

  
        

  

Variance           -765,78   
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Internal control deficiency 
 
Leadership 
 
Exercise oversight responsibility regarding financial and performance reporting and compliance 
and related internal controls  
 
Although there was oversight by the monitoring unit, the oversight did not perform a reconciliation 
to determine whether the numbers reported per the Microforest system is updated to reflect what is 
on the ground.  
 
Financial and performance management 

Implement proper record keeping in a timely manner to ensure that complete, relevant and 
accurate information is accessible and available to support financial and performance reporting. 

Proper record keeping in a timely manner did not take place to ensure that the Microforest system 
was updated with regard to TUP‘s. 

Recommendation 

We recommend that the department: 

a) Update reported performance of 996.93 hectares to 959.22 hectares (37.71 hectares which 
represents a variance of 3.78%) in respect of indicator 2.1.1: Number of hectares planted in 
temporary unplanted areas (TUPs); and  

b) Address controls noted in record keeping with regard to updating of TUPs on the 
Microforest system. The latter must prevent and detect misstatements on a monthly basis 
to ensure complete and accurate reporting at year-end.  

 

Management response 

 
Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

 

 It should be noted that if the department does the  adjustment in line with the 

recommendation  from AGSA it basically mean we concede that the  37.71 hectares were 

not planted which is not the case on the ground  . The Microforest system will be updated 

and the Annual Performance Report (APR) will not be adjusted because the 

understatement is due to the Microforest system not being updated as end on March 2018  

 

The microforest system has  since been  updated in the new financial year as follows: 

1. Kwagubeshe  

 

Microforest  was updated on the 10th of April 2018 

 

2.  Etwa 

Microforest  was updated  on the 12th of April 2018 
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3. Voorspoed 

It is yet to be updated; the directorate has submitted the change request to have the size of 

the compartment changed. The micro-forest will be updated after the change requested has 

been concluded.  

 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

 

The reconciliation between the Microforest system and performance information  will be 

conducted quarterly  to ensure that there are no discrepancies   

 

Management comments on recommendation: 

DAFF does not agree: X DAFF does agree:  

 

The Annual Performance Report (APR) will not be adjusted because the understatement is 

due to the Microforest system not being updated as end on March 2018. The 37.71 ha have 

been planted. Reconciliation between the Microforest system and performance information  

will be conducted 

 

Action plan: 

The reconciliation between the Microforest system and performance information  will be 

conducted quarterly  to ensure that there are no discrepancies   

 

Implementation 

of Action plan: 

By whom  

Name: • Mr. Cyril 

Ndou  

Ms. Pumeza Nodada  

Position: (act.CD) & 

CD :FDR 

When (Date): (may not 

be longer than 2 months 

after the finding was raised) 

Q1 reporting 

Budget required, if 

any: 

 

Reasons for not implementing the action plan within 2 months: 

 
(Responsible SMS member) 

Name: Ms. Grace Mashigo 

Position: Acting Director Organization Performance 

Date: 04 July 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting 

journal entry shall be processed: 

Yes No 

X 

N/A  

 

 

Auditor’s conclusion 

Management comments are noted i.e. The Annual Performance Report (APR) will not be adjusted 

because the understatement is due to the Microforest system not being updated as end on March 

2018. The 37.71 ha have been planted. Reconciliation between the Microforest system and 

performance information will be conducted. The latter was confirmed with the auditor‘s expert 

appointed. There is therefore no misstatement in the reported performance. The finding is 

therefore closed and no longer applicable. Controls in place to ensure that MicroForest agrees to 
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what is on plantations and updating thereof will be followed up during the 2018-19 audit. 

Management must make sure that this does take place during quarterly performance reporting.  
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12. Completeness of planned performance targets relevant to the mandate (4.1.3: 
Number of projects to support revitalisation of irrigation schemes implemented) – 
Programme 5 - COMAF 17 

 
Audit finding 

In terms of paragraph 1.2 of the Medium Term Strategic Framework (MTSF), the purpose of the 
MTSF is as follows: 
 

This MTSF is Government‘s strategic plan for the 2014-2019 electoral terms. It reflects the 
commitments made in the election manifesto of the governing party, including the 
commitment to implement the NDP. The MTSF sets out the actions Government will take 
and targets to be achieved. It also provides a framework for the other plans of national, 
provincial and local government. 

 
We compared the NDP and the MTSF to the 2017-18 APP and noted that the target for the 
outcome below for the indicator was not complete. This will result in the department not achieving 
the MTSF targets. 
 

NDP 
Chapter 

MTSF: Outcome 7 2015/16 Strategic Plan APP 

MTSF Indicator Target 
Strategic Goal and Strategic 
Objective 

APP Indicator 
201718 APP 
Target 

Chapter 6: 
Inclusive 
rural 
economy 

Number of projects 
to support 
revitalisation of 
irrigation schemes 
implemented 

181 
projects Strategic goal 3: Enabling 

environment for food security 
and sector transformation  

Number of projects to 
support revitalisation of 
irrigation schemes 
implemented 

1 

Strategic objective 3.1:Lead 

and coordinate government 
food security initiatives 

 
Discussions with the department revealed that there was an error in the target set with regard to 
the number of projects to support the revitalisation of irrigation schemes per the MTSF by the 
writers of the NDP and the MTSF, funds available presently only support the revitalisation of the 
Vaalharts irrigation scheme and there is contradiction between other entities responsible for 
performance of the indicator in what is defined as revitalization an irrigation scheme. 
 
Taking the above into account, the target set of 181 projects over the MTSF period would not be 
achieved and therefore issues resulting in completeness of the target set exist which can be 
explained. We nevertheless noted that the APP and the APR does not explain the latter and as a 
result, users of the Annual Report might not be aware of these discrepancies.  
 
Based on the audit directive, the misstatement conditions will remain as phased conditions from 
the 2017/18 audit cycle. Any misstatements identified from testing these criteria will not have an 
impact on the audit opinion/conclusion of the programme. Any material findings will ONLY be 
reported in the management report as emerging risks with detailed findings in the annexure to the 
management report. The decision to fully implement these misstatement conditions will be 
reassessed for future audit cycles. 
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Internal control deficiency 
 
Financial and Performance Management 
 
Review and monitor compliance with applicable laws and regulations  
 
Compliance with the requirements of paragraph 3.3 of the FMPPI was not monitored. The APP 
targets were also not aligned to the MTSF. 
 

Recommendation 

We recommend that the department: 
 

a) Ensure that all indicators/measures and targets arising from the department‘s mandate, 
applicable legislation, strategic goals, MTSF, sector plans, and objectives are included in 
the planning documents i.e. APP; and  

b) Improve controls with regard to monitoring the requirements of paragraph 3.3 of the FMPPI 
and alignment of the MTSF to the APP (strategic objectives, indicators and targets). 

Management response 
 

Management comments on audit finding: 

DAFF does not agree: X DAFF does agree:  

The target on the MTSF is not only for DAFF but for the sector which includes DRDLR, DWS and 
DOE. DAFF contributes 1 project per annum which amounts to 5 over the MTSF period out of the 
181 target in the MTSF. DAFF is therefore not the only department responsible for the 
achievement of the target of 181 and it is not correct that DAFF‘s target in the APP is incomplete. 
The department therefore only has to indicate its contribution towards the MTSF target (as 
indicated in the 2017/18 Outcome 7 action plan) in its APP (Number of projects to support 
revitalisation of irrigation schemes implemented and the target is 1). The department cannot 
include an explanation for the 181 vs 1 target in the APP and APR because the target of the 
department is not 181 as per the MTSF and the target on the APP is complete.  The Outcome 7 
plan of action for the 2017/18 that was submitted to DRDLR also indicates that DAFF will 
contribute 1 project. In addition, DAFF only has enough budget for the target of 1 and could 
therefore not target for more otherwise the target would have been unachievable which goes 
against the requirements of the FSPAPP and FMPPI that a target must be SMART. 
 
1. The National Development Plan (NDP) indicates that 500 000ha of land can be expanded under 

irrigation however this figures does not reflect the true situation in the country. There are 2 
reasons which prove this fact: 
a. This figure has been rectified by the authors of Chapter 6 i.e. BFAP which wrote a letter to 

the DPME indicating that there is about 130 000ha which can be placed under irrigation. 
b. The National Water Resources Strategy 2 indicates in chapter 4 that water available for 

expansion of irrigation amounts to about 80 000ha. 
 
2. The NDP does not indicate the number of irrigation schemes, only the number of hectares which 

can be expanded. 
 
3. DAFF does not know where the 181 irrigation schemes indicated in the MTSF originates as the 

published documents from the WRC indicates that the number of smallholder irrigation schemes 
is actually more than 300. Thus, the figures stated in the MTSF is also incorrect. 

 
4. The definition of irrigation schemes is ―an agricultural project involving multiple holdings that 

depend on a shared distribution system for access to irrigation water and, in some cases, on a 
shared water storage or diversion facility‖. The term 'irrigation scheme' is also used more 
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broadly to refer to a multitude of entities that correspond to this definition, when these entities 
share the same bulk conveyance system (Reinders et al, 2010). DAFF is of the opinion that 
some of the other entities may not be revitalizing irrigation schemes but may in actual fact be 
assisting household or community projects which are irrigated which are then classified under 
support to smallholder farmers and not as per the correct definition of revitalization of irrigation 
schemes i.e. ―refurbishment of infrastructure relating to the irrigation scheme‖.  

 
5. The Ilima Letsema/CASP funds used for revitalization of irrigation schemes is only for the 

Vaalharts Irrigation Scheme. Other projects funded by CASP on irrigation schemes include input 
costs or maintenance costs, which includes cleaning of the canal, removal of alien vegetation 
and maintenance of roads. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree: X DAFF does agree:  
 

Management comments on recommendation: 

DAFF does not agree: X DAFF does agree:  
 

Action plan: 
N/A 

Implementation of 
Action plan: 

By whom  
Name:  
Position:  

When (Date): (may not be 

longer than 2 months after the 
finding was raised) 

 

Budget required, if 
any: 
 

Reasons for not implementing the action plan within 2 months: 
N/A 
(Responsible SMS member) 

Name: Ms. M Molotsi 
Position: Director: Strategic Planning 
Name: Ms. M Gabriel 
Position: Director: Water Use and Irrigation 
Date: 14 June 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 
entry shall be processed: 

Yes 
 

No 
 

N/A  
 

 

Auditor’s conclusion  
 
Management does not agree with the finding. It is correct that the target on the MTSF is not only 
for DAFF but for the sector which includes DRDLR, DWS and DOE and that the department 
therefore only has to indicate its contribution towards the MTSF target (as indicated in the 2017/18 
Outcome 7 action plan) in its APP (Number of projects to support revitalisation of irrigation 
schemes implemented and the target is 1). The latter does not however take into account that the 
DAFF is the coordinating department and hence must ensure that the MTSF targets are jointly 
achieved. The achievement of the target of all relevant departments are therefore compromised if 
the coordination between the departments are inadequate. Accountability as the coordinating 
department in achievement of the MTSF target rests with DAFF. We nevertheless take note that 
this does not impact the APP of the DAFF but achievement of the MTSF target which is 
service delivery related. The latter will be considered for reporting in the General Report 
and not the Audit Report. 
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Non-current assets and non-current liabilities  
 

13. Overstatement of non-current assets and non-current liabilities as result of incorrect 
accounting treatment of DAFF Trust Funds – COMAF 27 

 

Audit finding 

Background – Take on balance from DWAF 
 
As a result of the transfer of functions during 2011 financial year (01 April 2010) by the Department 
of Water Affairs and Forestry (DWAF), Forestry assets and liabilities were transferred to the 
Department of Agriculture that now became known as the Department of Agriculture, Forestry and 
Fisheries (DAFF). The transfer of assets included the transfer of the National Forestry Recreation 
and Access Trust and the Forestry Lease Rental Trust Fund. The take on balance for the Trust 
Funds was recorded in the books of DAFF as follows: 
 
Debit: Non-current assets: Investments as at 31 March 2011 – R226,375,000,  

Credit: Non-current liabilities: Payables as at 31 March 2011 – (R226,375,000)  
Being take on balances as per the 2011 AFS  
 
Rent received from the lessees on annual basis, are deposited in the Standard Bank Deposit 
Account of DAFF which is subsequently transferred to the PIC bank account of the Trust. DAFF 
then debits the Non-current assets: Investments and credits the Non-current liabilities: Payables 
account. At year-end, the Non-current assets: Investments and the Non-current liabilities: Payables 
agree to the balance as per the dedicated bank account for the Trust.  Details in this regard is as 
per the CFO approval for accounting procedures for the Trust Funds. 
 
Background – Disclosure as at 31 March 2018 
 
At 31 March 2018, the amount held with the PIC amounts to R7,359,000 and R705,881,000 for the 
National Forestry Recreation and Access Trust and the Forestry Lease Rental Trust Fund / Kabelo 
Land Restitution and Development Trust respectively. The latter is disclosed as Investments and 
Payables per the AFS of DAFF as at 31 March 2018.  
 
Background of the Kabelo Land Restitution and Development Trust / Forestry Lease Rental Trust 
Fund 
 
The Minister of DWAF established the Kabelo Land Restitution and Development Trust also known 
as the Forestry Lease Rental Trust Fund in terms of the National Forest Amendment Act of 1998 
(Act No. 85 of 2005) to: 

 Receive rental payments from the companies who are leasing State Forestry land affected 
by land reform. 

 Invest such money on behalf of land claimant beneficiaries as part of the Trust Property. 
 Pay rentals collected and with interest earned to the beneficiaries approved by Department 

of Rural Development and Land Reform. 
 Pay the balance of all rentals received together with interest earned to the State or the 

Ingonyama Trust where applicable, when it is clear that there is no land claim approved for 
the particular State forest or part of it. 

 Pay rental money or part of that money periodically to successful claimants. 
 The Trust has 7 Trustees (DAFF, DRDLR, DPE and Forestry South Africa). 
 To effect the objectives of the trust, the Kabelo Trustees need to develop well documented 

policies, system procedures, laws and regulations that will govern the administration of the 
Trust; 

 The Trustees are also expected to ensure compliance with all statutory provisions and 
requirements that are relevant to the Trust, and these include: 
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o Public Finance Management Act (PFMA)-section 76(1) (C); 
o Treasury Regulations (TR) - all relevant chapters; 
o Trust Property Control Act, No. 57 of 1988; and  
o National Forests Act, 1998. 
 In January of every year, the forestry companies pay lease rental into the DAFF bank 

account. The lease rental money is then transferred and invested with the Public 
Investment Corporation (PIC) in an interest bearing account which is administered by 
DAFF. 

 A sustainable forest management lease agreement exists between DAFF and 4 forestry 
companies (AFC, SQF. Singisi and MTO) 

 DAFF monitors the requirement of the lease through reports, quarterly meetings and site 
visits.  

 
Legislation – MCS  
 
Chapter 02 MCS:  
 
Definition of an asset:  
A resource controlled by the department as a result of past events and from which future economic 
benefits or service potential is expected to flow to the department.  
 
Comment:  
Assets are utilised in a number of ways, but all will lead to the generation of future economic 
benefits (i.e. cash flowing to the department) or the delivery of services to the community.  
 
Definition of a liability: 
A present obligation of the department arising from past events, the settlement of which is 
expected to result in an outflow of resources embodying economic benefits or service potential.  
 
Comment: 
An obligation is a duty or responsibility to act or perform in a certain way. For it to be recognised it 
must be a present obligation and not a future commitment. In other words, the department should 
have no realistic alternative to avoid the outflow of resources to another party.  
 
Legislation - NT Regulations  
 
Money and property held in trust 
 
14.2 Responsibility for trust money and property [Section 76(1)(c) of the PFMA]: 
 
14.2.1  For purposes of this regulation, trust money or property is money or property that does not 

belong to the State and that is held by an institution on behalf of other persons or entities in 
terms of a deed of trust or equivalent instrument that details the specific purposes for which 
it may be used. 

14.2.2 The accounting officer, through the chief financial officer or a duly authorised agent, is 
responsible for the safekeeping and proper use of trust money and property, in accordance 
with the relevant deed of trust or equivalent instrument. 

14.2.3 The institution, or its duly authorised agent, may charge a fee for the administration of a 
trust account at rates approved by the board of trustees or, in its absence, as agreed with 
the trustee. Such fees are payable from the trust account and are revenue accruing to the 
relevant revenue fund. 

 
14.3 Trust money must be kept in a trust account: 
 
14.3.1 The accounting officer must, for each separate portion of trust money – 
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a) open and maintain a separate bank account, called a trust account; 
b) assign to the trust account a name or title that clearly identifies the account; 
c) maintain separate accounting records for each trust account, of the transactions, 

including investment transactions, undertaken; and  
d) annually prepare separate annual financial statements that comply with generally 

accepted accounting practice. 
 
14.4 Investment of trust money 
 
14.4.1 The accounting officer may, provided that it does not conflict with the terms of the trust 

arrangement, invest any trust money on such terms and conditions as may be appropriate– 
a) on deposit with any bank within or outside South Africa as approved by the National 

Treasury; 
b) in public securities issued by the government; or  
c) in other securities approved by the National Treasury. 

 
14.4.2 The proceeds of an investment, including interest and realised capital gains, and all money 

received from the realisation, sale or conversion of securities, must be treated as money of 
the trust on whose behalf the money was invested. 

 
We were satisfied that the Trust Funds of DAFF meets the requirements of Treasury Regulation 
14.2.1, i.e. the trust money does not belong to the DAFF as it is held by DAFF on behalf of other 
persons or entities in terms of a deed of trust or equivalent instrument that details the specific 
purposes for which it may be used. 
 
We noted contrary to Treasury Regulation 14.3.1(c) and (d), the accounting records of each trust 
account is maintained per the BAS GL of DAFF and the department do not prepare separate 
annual financial statements that comply with generally accepted accounting practice. There are 
financial statements prepared which are not audited and are not in terms of GRAP. The latter has 
therefore not been subjected to an audit during the current and prior years (no separate audit 
reports were issued). 
 
We furthermore noted that the amounts disclosed in respected on non-current assets and non-
current liabilities which are material, do not meet the definition of an asset a liability as per MCS 
chapter 02 on account of the following: 
 

 Generation of future economic benefits (i.e. cash flowing to the department) or the delivery 
of services to the community: The interest and rent is for the benefit of the trustees and not 
DAFF and also not recognised as revenue by DAFF. There are no services delivered to the 
trustees.  

 There is no present obligation on DAFF to pay the trustees. The trust deed, makes 
provision for DAFF to manage the funds on behalf of the trust deed.  

 
Net current assets and liabilities are therefore overstated for the current and prior years, i.e. it 
should not have been recorded in the AFS of DAFF from take-on from the DWAF.  
 
We also noted that there was no guidance per the MCS with regard to the accounting treatment of 
Trust Funds. We therefore assessed the latter against research to other Trust Funds that exist 
within the public sector in order to determine compliance with the requirements of the MCS and 
Treasury Regulation 14.2.1 and 14.3.1(c) and (d). In this regard we noted that the Guardian Fund 
which is managed by the Department of Justice, prepares annual financial statements which in 
terms of GRAP which is subject to annual audit by the AGSA, oversight exists from the audit 
committee and internal audit, etc.  
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Internal control deficiency 
 
Financial and Performance Management 
 
Review and monitor compliance with applicable legislation 

 Compliance monitoring with the requirements of all applicable laws and regulations 
impacting the fair presentation of the annual financial statements was inadequate and as 
such did not detect misstatements noted with the requirements of Treasury Regulation 
14.3.1(c) and (d). This resulted in material misstatement in the non-current assets and non-
current liabilities for the current and prior years.   

 
Recommendation 

We recommend that the department: 

a) Adjust the annual financial statements to ensure that the overstatement of non-current 
assets and non-current liabilities for all Trust Funds are corrected; 

b) Prepare separate financial statements for the current and prior years in respect of all Trust 
Funds in line with Standard of Generally Recognised Accounting Practice. This must be in 
respect of all Trust Funds taking into consideration GRAP directive 5 and the AG Directive; 
and 

c) Improve compliance monitoring with the requirements of all applicable laws and regulations 
impacting the fair presentation of the annual financial statements. This will ensure that all 
misstatements are detected prior to submission for audit. 

 

Management response 

Management comments on audit finding: 

DAFF does not agree: X DAFF does agree:  

 

Rentals are paid for leasing state forests. The former department of Water Affairs and Forestry 

obtained approval from National Treasury to amend the National Forest Act, 1998, to establish a 

trust account for the purposes of keeping the rental money until such time when land reform 

beneficiaries would have been identified and confirmed by the Department of Rural Development 

and Land Reform.  

The department is of the opinion that it has accounted correctly for the trust funds as this is a state 

land and therefore an asset of the state until such time that the transfer of land is finalized.  

See attached Annexure A on details of accounting of trusts. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree: X DAFF does agree:  

 

 

Management comments on recommendation: 

DAFF does not agree: X DAFF does agree:  

 

The recommendations from Auditor General have financial implications which may require cabinet 

approval. 

Action plan: 
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When (Date): (may not be 

longer than 2 months after the 

finding was raised) 

 

Budget required, if 

any: 

 

Reasons for not implementing the action plan within 2 months: 

 
(Responsible SMS member) 

Name: Silindelokuhle Sambo 

Position: Director: Financial Accounting 

Date: 05 July 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 

entry shall be processed: 

Yes No N/A  

 

 
Managing, accounting and reporting of DAFF Trust funds 
 
1. The following trust funds are managed by DAFF in terms of the acts under the control of 

the Minister of DAFF and past events: 

The department has three trusts funds under its management. 
 

1.1 National Forestry Recreation and Access trust: 
The fund is managed in terms of the Forest Act, Act no. 84 of 1998 (article 41-43).  

 The Minister is the only trustee of the trust 

 The Minister appoints the officials of the department for the administration of the 
trust. 

 Revenue is generated from interest earned on the CPD account and is 
       updated on the BAS set of accounts by passing a journal. 

 No payment transactions are currently processed against this trust fund. 
 

1.2 Abattoir Industry Fund:  
The purpose of the fund is to partially finance the training provided by the Red Meat 
Abattoir Association (RMAA) to abattoirs in terms of the Meat Safety Act, Act no. 40 of 
2000. The training is financed from the interest earned on the investment. The DAFF 
Directorates Veterinary Public Health and Sector Education & Training oversee the training 
provided to the abattoirs. 

 Revenue is generated from interest earn on the Abattoir Industry Fund CPD 1account. 

 Payments to the RMAA are approved by the Accounting officer of DAFF for a three year 
cycle and are processed through BAS once the funds are withdrawn from the CDP 
account. 
 

1.3 Forestry Lease Rental Trust (Kabelo trust): 
The trust fund is managed in terms of a registered deed and the National Forestry Act no. 
84 of 1998 

 The purpose of the trust is to keep the money received from rentals of state plantations into 
a separate account until such time when land reform beneficiaries have been identified and 
confirmed by department of rural development and land reform. 

 The Minister may direct that any money due to the state in terms of a lease be paid to a 
trust. 

 The Minister has the authority to appoint and terminate the trustees 
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 The majority of trustees currently are from the state (3 from DAFF,1 from DPE, 1 from 
DRDLR and 1 from Forestry South Africa) 

 DAFF is further responsible for the monitoring of the projects funded by the trust. 

 The DAFF Forestry Branch determines the annual rent payable by the forestry companies.  

 Revenue is generated from the lease agreements under the control and management of 
DAFF. The revenue is deposited in DAFF‘s PMG account and paid over to the CPD 
National Forestry Lease Rental trust account. The transactions are processed through the 
BAS and the set of accounts, as per paragraph 3.1 and 3.2, is subsequently updated. 

 Revenue is also generated from interest earned on the CPD account and is updated on the 
set of accounts by passing a journal. 

 From time to time the trustees approve payments in terms of the trust deed to the 
communities. These appropriate approved payments are processed on BAS to the 
beneficiaries once the funds are withdrawn from the CDP account. The normal PMG 
revenue and payment transactions avail. 

 
2. Investment of trust funds: 
 

2.1 These trust funds are invested at the South African Reserve Bank (Corporation of Public 
Deposits - CPD). 
 

3. DAFF accounts for the trust funds as follows: 
 

3.1 Treasury Regulation (TR) 14.3.1(c) - Separate accounting records are kept under Basic 
Accounting System (BAS) on which National Treasury (NT) has created for DAFF a set of 
accounts on BAS, under a separate vote that does not form part of the voted funds that are 
appropriated by parliament. This clause does not indicate where the separate accounting 
records should be kept.  

3.2 The set of accounts on BAS consist of expenditure, revenue (interest), investment, profit 
and loss accounts and is updated with the monthly bank statements 
(interest/drawings/investments) provided by the CPD via a journal, payments and revenue 
transactions processed on BAS. 

3.3 TR 14.3.1(d) – Separate annual financial statements (Statement of Financial Performance, 
Statement of Financial Position and Cash flow Statement) are kept in a spreadsheet but the 
accounting policies and disclosure notes are not included. 

3.4 The financial statements of the trusts are audited as part of the DAFF annual financial 
statements. Therefore it is not correct to say the annual financial statements have not been 
subjected to an audit during the current and prior years. 

 
4. Transactions processed against the trust funds: 
 
 Generation of future economic benefit –  
 
 The interest and rent is for the benefit of DAFF as the trustees are appointed by the Minister of 

Agriculture, Forestry and Fisheries and the trustees are representing the Minister. 
 
 The interest and rent are recognised as revenue and this revenue is capitalised. 
  
5. Reporting of the trust funds in the financial statements: 

The statement, that the asset and the corresponding liability should not have been recorded in 
the annual financial statements of DAFF, is incorrect. The investment meets the definition of an 
asset. 
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5.1 The following definitions of an asset and a liability are provided in the MCS, chapter 2, 
paragraph .31 a) and b): 
a) an asset is a resource controlled by the department as a result of past events and 

from which future economic benefits or service potential is expected to flow to the 
department. 

 An item can meet the definition of an asset if it is used either directly or indirectly to 
provide goods and/or services that are used in furtherance of a department‘s 
objectives.  
 

Extract from MCS 

When assessing control over assets the service delivery mandate delegated to the 
department should be taken into account as well as accountability to oversight 
structures with regards to the assets. Consideration should also be given to the 
obligation to set policy and standards with regards to management and the measure of 
influence over the entire lifecycle of the asset, including disposal decisions. Various 
factors can individually or in combination indicate towards control for example, making 
of demand assessments, bearing of losses, budget for construction projects and or 
maintenance.  

 

 In terms of the act, the control is with the Minister, he appoints and terminates 
the trustees. The trust currently has 7 trustees of which 3 are from DAFF 
(breakdown given in para 1.3). 

 It should also be noted that should there be queries the Minister must 
respond. 

 Signatories to the trusts bank accounts are officials of the department 

 Therefore, DAFF has significant control over the trusts. 
 
 

Future economic benefit or service potential  
 
The future economic benefit or service potential embodied in an asset is the potential to 
contribute directly or indirectly, to the flow of cash and cash equivalents to the entity or to 
the rendering of services by the entity. This potential can be in a productive manner as part 
of the operating activities of the entity or the capability to reduce cash outflows such as in 
an alternative method of delivering a service which reduces the cost of delivering the 
service. Assets that are used to generate net cash inflows are usually described as 
embodying ‗future economic benefits‘. Assets that are used to deliver goods and services in 
accordance with a department‘s mandate but do not directly generate net cash inflows are 
often described as embodying ‗service potential‘. In applying the asset definition to the 
public sector environment, the focus is mostly on future service potential rather than future 
economic benefits as the concept of ‗commercial return‘ for assessing whether an asset 
should be recognised / recorded is not always applicable to public sector entities, as they 
mostly provide public services and redistribute wealth for a variety of social and economic 
purposes.  

 
DAFF is of the opinion that these trusts does meet the definition as the assets are 
under the control of the department and generates (through interest and leases) 
economic benefits; refer to the above paragraphs.  The creation of the trust is as per 
the Forestry Act and therefore is under the control of DAFF/ State. 



 

 

  120 
 

 

 

b) a liability is a present obligation of the department arising from past events, the 
settlement of which is expected to result in an outflow of resources embodying 
economic benefits or service potential. 

 
The Act gives obligation to pay and sets guidelines on when payments to the 
communities should be done. Even though the delegation is with the trustees to 
approve the payments, the trustees are guided by the act. Furthermore through 
payments to communities, as approved by the trustees and the RMMA, as approved 
by the accounting officer there are an outflow of resources. 

 
6. Consistency 

 
6.1  One of the accounting principles is consistency. DAFF has all these years      

           consistently accounted for these accounts as an asset and a liability. 
 

6.2 The Office of the Auditor General (OAG) has been auditing these trusts as 
      part of the DAFF annual financial statements. No concerns were raised on  
      this accounting treatment. It is the view of DAFF that the accounting  
      treatment is correct and the OAG is wrong in its recommendation 
 

7. Other expenditure for the trust 
 

7.1  Expenditure incurred for rent review and monitoring of the projects funded by  
          the trust is incurred by the department. 

 
7.2  DAFF is of the opinion that it will not be beneficial to the beneficiaries of the  
          respective trusts to incur expenditure to: 

 Establish an accounting system apart from the BAS, to manage the transactions of 
the trust funds. 

 To appoint external auditors to audit the financial statements as currently AG is 
auditing the transactions of the trust. 

 
8. Conclusion 
 
8.1 The land on which these trees are growing is still the state land and therefore the economic 

benefits flow to the state. This will only change when the land is transferred to the successful 
land claimants. 

 
8.2 DAFF is willing to review the accounting treatment in the near future and it will change the 

accounting treatment if there is justification to change the accounting treatment. 

 
Auditor’s conclusion  

 
After further engagement with the department and National Treasury, adjustments were made to 
the AFS with regard to investments (non-current assets) and payables (non-current liabilities). 
Investments disclosed now only includes shares in Ncera Farms (Pty) Ltd. and Onderstepoort 
Biological Products Ltd. Share certificates in respect of these 2 companies were inspected and the 
amounts are fairly stated. Current liabilities are now R0 after the adjustment and is also fairly 
stated. The adjustment in respect of the prior period error was also inspected i.e. R653,978 million 
reductions which is also fairly stated.  

 
We take note that there are separate AFS being prepared for the Trust Funds, however note that it 
is not in terms of an accounting framework approved by NT. During the meeting with NT and 
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DAFF, it was agreed that the department will obtain clarity with regard to the accounting framework 
to be applied. This will be followed up during the 2019 audit.  
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Transfer payments  

 
14. Non-compliance with the grant framework in terms of monitoring of projects – COMAF 15 

 

Audit finding 

The following are the requirements of the in terms of section 16(1) of the Division of Revenue Act, 
2017 (Act no. 03 of 2017) per the grant framework published in terms of notice 459 of 2017:  
 
Grant  Responsibilities of the national department with regard 

to monitoring  

Comprehensive Agricultural Support Programme Grant, 
Grant schedule: Schedule 5, Part A 

 Monitor monthly financial expenditure by 
provinces and conduct sampled project site visits 
quarterly; and  

 Oversee and monitor implementation of the grant 
during Ministerial Technical Committee (MinTech) 
on agriculture and quarterly review meetings 

 

Ilima/Letsema Projects Grant, Grant schedule: Schedule 5, 
Part A 

 Oversee and monitor implementation of the grant 
during Ministerial Technical Committee on 
Agriculture and quarterly review meetings; and  

 Monitor monthly financial expenditure by 
provinces and conduct sampled quarterly project 
site visits 

Land Care Programme Grant: Poverty Relief and 
Infrastructure Development, Grant schedule: Schedule 5, 
Part A 

 Monitor implementation through project site visits 
and provide support to provinces 

 
The DAFF CASP and Ilima/Letsema monitoring framework states that 50% of CASP and 10% of 
Ilima/Letsema projects will be verified and the province is to monitor 100% of CASP and 
Ilima/Letsema projects supported. 
 
A report detailing the findings from the site visits as required per grant framework is issued after 
the project visits which is referred to as the back to office report (BTOR). We noted that as per the 
internal report issued (report number: BZ-Q3-MA-08, issued on 23 May 2018), the prior year 
management report and during the current year as per the table below, planned monitoring of 
projects scoped in did not take place as per the tables below: 
 

No Province 

Number of 
approved 

projects per 
2017/18 list 100% 

Number of 
planned 
projects 
visits for 
2017/18 

project list 
(50%) 

Number of visits 
conducted 

Difference 
between 
planned 
visits and 
actual visits 

Percentage 
of projects 
not visited 

CASP 

1 Eastern Cape 39 20 6 14 69% 

2 Free State 24 12 11 1 8% 

3 Kwa-Zulu Natal 56 28 5 23 82% 

4 Limpopo 31 16 8 8 48% 

5 Mpumalanga 58 29 16 13 45% 

6 Northern Cape 20 10 2 8 80% 

7 North West 65 33 15 18 54% 

8 Western Cape 48 24 No BTOR received 24 100% 

 
We take note that the information with regard to Western Cape might not be accurate on account 
of officials being on leave. Record management processes should nevertheless be in place to 
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ensure that evidence of work done is adequately safeguarded and should be easily accessible 
when required thereby preventing loss of information due to system failure, etc. 
 
No report was provided for the Gauteng Province as it was indicated that the projects were not 
implemented. The latter was however not supported with evidence for us to confirm the latter.  
 
During the prior year, management indicated that challenges exist with regard to CASP not being 
institutionalised within the department and properly resourced; and other directorates that 
performed monitoring visits not making their reports available to the CASP team. This resulted in 
the CASP team failing to have the required evidence that monitoring occurred. Whilst noting that 
other directorates performed monitoring visits did not make their reports available to the CASP 
team, the CASP unit remains accountable in terms of the grant regulations and should be required 
to have the necessary expertise to determine the quality of monitoring visits performed on its 
behalf.  
 
Funding has been made available by National Treasury to capacitate the CASP and Ilima/Letsema 
programme which was R60 million over three years (2015-16: R10 million, 2016-17: R20 million 
and 2017-18: R30 million), however, issues exist with regard to coordination and collation of 
monitoring visits conducted within the department.   
 
Review of the monitoring reports submitted did not provide us with the necessary assurance that 
the report assessed whether funds were used for the purposes intended and there was value for 
money in the spending of funds disbursed to provinces. Example in this regard could be: Seed 
potatoes ordered for the project cost R45 million but only R9.3 million of the actual goods were 
delivered, which resulted in R13.6 million in fruitless and wasteful expenditure‚ cabbage seeds for 
R1.8 million were paid for but only R927 worth of seeds was accounted for and irrigation pipes 
worth R11.9-million were bought but only R4.4 million worth of those pipes were found to be 
suitable for use. 
 
Whist noting that the monitoring visits included a diverse panel of experts in the field of agriculture, 
the conclusions from the diverse panel of experts utilised during the site visits were not effectively 
reported per the BTOR. We furthermore noted that start up projects had not been subjected to 
monitoring visits. The risk exists that there might not be an early detection of matters that need 
intervention. 
 
We furthermore noted that responses were not obtained from the relevant provincial departments. 
The latter could be on account of the experience within the staff utilised i.e. two level 8 and two 
level 10 staff. In this regard, the impact expected from the relevant external stakeholder‘s might not 
be realised. 
 
Impact  
 
The risk exists that the non-compliance with the grant framework with regard to monitoring might 
result in instances where grants disbursed are not being used for the purposes intended not being 
detected, performance of projects being viable to achieve areas of economy, effectiveness and 
efficiencies, etc. In addition, this might be a negative impact on service delivery within the 
agriculture sector possibly impacting food security, increased agricultural production at both 
household and national level, etc. and development of vulnerable black South African farming 
communities to achieve an increase in agricultural production and invest in infrastructure that 
unlocks agricultural production. The latter being the purpose of the CASP grant per the grant 
framework. 
 
 
 
Internal control deficiency 
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Leadership 
 
Implement effective human resource management to ensure that adequate and sufficiently skilled 
resources are in place and that performance is monitored. 
 
Non-compliance with the grant framework is as a result of capacity within the department that 
exists not evaluated adequately to determine whether the requirements of the grant framework are 
adequately addressed. The latter must be noted in context of prioritisation of limited resources for 
competing priorities.  
 
Develop and monitor the implementation of action plans to address internal control deficiencies. 
 
Although improvements were noted during the prior year, the action plans to address prior audit 
findings were inadequate and resulted in a reoccurrence of the matters previously reported.  
 
Recommendation 

We recommend that the department: 

(a) Assess the capacity of the CASP unit so as to ensure effective and efficient use of the 
additional funding made available by National Treasury. This will ensure that the 
requirements of the monitoring responsibilities of the department per the grant framework 
are achieved. The action plans developed to ensure the root causes that led to the finding 
should also be assessed; 

(b) Implement recommendations of Internal Audit particularly with regard to reporting where 
monitoring of CASP projects are performed by different directorates; and  

(c) Improve reporting to address aspects related to value for money in how funds are 
disbursed. Conclusions from the diverse panel of experts utilised during the site visits must 
be adequately reported. Responses and action plans by provincial departments must also 
be included so that there can be follow-up on implementation of recommendations and 
action plans prepared to address findings from monitoring visits. 

 

Management response 
 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: x 

The CASP team visited 114 projects in 2018, however only 63 projects were verified by the auditor 
as reflecting in the project list of sampled projects. This highlights inadequate supervision of the 
monitoring visits conducted by DAFF. It is important to ensure that the DAFF follows-up on what it 
has set itself to monitor – this should include guidance on the type of a report back that reflects 
value for money spent. Therefore, this responsibility lies in the office of the transferring officer – 
multiple players must be coordinated from this office and the CASP chief directorate must assess 
their reports. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: x 

The CASP chief directorate to be resourced as proposed by the FSAR branch; the responsibility 
for farmer support and development are not the same as the responsibility for the Food Security 
chief directorate. The responsibility to ensure that the funds are used for the purpose they were 
intended lies in the office of the transferring officer as outlined in the Division of Revenue Act. 
Funds have been made available by National Treasury to ensure this capacity is provided. 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: x 
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Action plan: 
1. The CASP Structure as proposed by FSAR must be approved and CASP institutionalised 

within DAFF; 
2. The identification of relevant employees with relevant skill to be moved to the CASP chief 

directorate, and where not applicable, posts should be advertised. 
3. The proposed CASP structure falls within the COE of DAFF. 

Implementation 
of Action plan: 

By whom  
Name: Dr. BM 

Modisane 
Position: Acting DDG: 

FSAR 

When (Date): (may not be 

longer than 2 months after the 
finding was raised) 

31 December 2018 

Budget required, if 
any: 
N/A 
 

Reasons for not implementing the action plan within 2 months: 
The process to recruit or shift personnel may take longer than 2 months. 
 
(Responsible SMS member) 

Name: Ms. E Mtshiza 
Position: Chief Director: CASP (Transferring National Officer) 
Date: 11 June 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 
entry shall be processed: 

Yes 
 

No 
 

N/A  
 

 

Auditor’s conclusion  

Management comments are noted, the department agrees with the finding and recommendation. 
The non-compliance was reported during the prior year and will be assessed per the AGSA 
reporting guide for reporting in the current year. Action plans included to address matters reported 
will be followed up during the 2018-19 audit. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

15. Late payment of DoRA conditional grants 
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Audit finding 
 
The Division of Revenue Act (Act 3 of 2016), in s10(1)(b)(ii) requires that payments of funds 
pertaining to conditional grants be made in accordance with a payment schedule that was 
approved by National Treasury.  
 
The following Transfer payments for Q1 2017/18, were paid on dates later than was stipulated by 
the National Treasury.   
 
Project and province Prescribed date of 

payment 
Actual date of 
payment by the 
department 

Amount paid Payment number 

CASP project –EC 21 April 2017 24 April 2017 24 805 000 2403334 

CASP project – LP 21 April 2017 24 April 2017 51 798 000 2403339 

CASP project – FS 21 April 2017 24 April 2017 16 859 000 2403331 

CASP project – GAU 21 April 2017 24 April 2017 8 713 000 2403326 

CASP project – KZN 21 April 2017 24 April 2017 20 960 000 2403324 

CASP project – MP 21 April 2017 24 April 2017 27 844 000 2403342 

CASP project – NC 21 April 2017 24 April 2017 73 945 002 2403896 

CASP project – NW 21 April 2017 24 April 2017 16 917 000 2403307 

CASP project – WC 21 April 2017 24 April 2017 52 904 000 2403341 

Ilima/Letsema  -EC 21-Apr-17 28 August 2017 6 736 000 2403242 

Ilima/Letsema – LP 21-Apr-17 28 August 2017 6 736 000 2403227 

Ilima/Letsema FS 21-Apr-17 28 August 2017 6 318 000 2403222 

Ilima/Letsema GAU 21-Apr-17 28 August 2017 5 535 000 2403210 

Ilima/Letsema KZN 21-Apr-17 28 August 2017 6 736 000 2403200 

Ilima/Letsema NC 21-Apr-17 28 August 2017 5 848 000 2403906 

Ilima/Letsema NW 21-Apr-17 28 August 2017 6 318 000 2403207 

Ilima/Letsema WC 21-Apr-17 28 August 2017 16 605 000 2403231 

Land care  -EC 22-Apr-17 28 August 2017 1 181 000 2403264 

Land care – LP 22-Apr-17 28 August 2017 1 367 000 2403278 

Land Care – FS 22-Apr-17 28 August 2017 587 000 2403270 

Land Care -  GAU 22-Apr-17 28 August 2017 412 000 2403335 

Land Care -  KZN 22-Apr-17 28 August 2017 1 201 000 2403256 

Land Care -  MP 22-Apr-17 28 August 2017 661 000 2403909 

Land care -  NC 22-Apr-17 28 August 2017 709 000 2403903 

Land care -  NW 22-Apr-17 28 August 2017 804 000 2403279 

Land care -  WC 22-Apr-17 28 August 2017 438 000 2403251 

 
Internal control deficiency 
 
Leadership:  
 
Establish and communicate policies and procedures to enable and support understanding and 
execution of internal control objectives, processes and responsibilities.  
 
Management did not establish and enforce controls and procedures to ensure that the payments 
are effected before the payment due date in a manner such that the payments would occur on or 
before the date stipulated in the approved payment schedule. Management did not take relevant 
steps to avoid non-compliance with DoRA 
 
Recommendation 
 
Management should design and implement policies and procedures to ensure that transfer 
payments  
are made on time so that payments are not made later than the date stipulated in the approved 
schedule and to avoid noncompliance with laws and regulations 
 
Management response 
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Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

The CASP transferring officer only issued the memo, instructing the Directorate: Budgets to 
process the transfer payments, on 20 April 2017. Thus only giving the Directorate: Budgets 
one day to process the transfers. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

The internal controls will stipulate the date the memo must be sent to the Directorate: Budgets 
to give them reasonable time to make the transfers as per the payment schedules. 

Management comments on recommendation: 

DAFF does not agree: X DAFF does agree:  

It is not necessary to create a separate policy or procedure manual. A schedule will be 
compiled listing the appropriate due dates for submitting the instruction memorandum to the 
Directorate: Budgets. 

Action plan: 
1. To ensure timeous transfers to the provinces a schedule will be compile, listing the 

appropriate due dates for submitting the instruction memorandums to the Directorate: 
Budgets. 

2. The transferring officers and the Directorate: Budgets will manage the scheduled. 

Implementation 
of Action plan: 

By whom  
Name: Ms. E. Mtshiza 
Position: Chief 
Director: CASP 
Name: Mr. K 
Mampholo 
Position: Acting 
Director: Land Use 
and Soil Management 

When (Date): (may 
not be longer than 2 
months after the 
finding was raised) 
First week in April 
2018. 

Budget required, if any: 
None. 

Reasons for not implementing the action plan within 2 months: N/A 
N/A 

(Responsible SMS member) 
Name: Ms. E Mtshiza 
Position: Chief Director: CASP 
Date: 8 March 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting 
journal entry shall be processed: 

Yes 
 

No 
 

N/A  
 

 
 
 
Auditor’s conclusion 
 
Management response noted, finding remains as there is still non-compliance division of Revenue 
Act (DoRA) , Chapter 3, Part 2, Section 9(1)(a)(i) and (ii). 
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Human resource management   
 

16. The monthly compensation for overtime constitutes greater than 30% of the 
employee's monthly salary – COMAF 10.1 

 

Audit finding 

The following are the requirements of section 49 of the 2016 Public Service Regulations (PSR):  
 

49(1): An executive authority shall compensate an employee, other than a member of the 
SMS, for overtime work if: 

(a) the department has an approved written policy on overtime; 
(b) the executive authority has provided written authorisation in advance for 
the work; and 
(c) the monthly compensation for overtime constitutes less than 30 percent 
of the employee‘s monthly salary or the limitation determined by the Minister, 
whichever is the lesser. 
 

49(2): An overtime policy contemplated in sub-regulation (1) shall be established by the 
executive authority in accordance with applicable collective agreements, which shall 
determine: 

(a) categories of employees that may not receive compensation for overtime 
due to the nature of their duties; 
(b) the circumstances under which overtime work for an individual employee 
may be authorised; 
(c) how much overtime an employee may work in a given period; 
(d) how authorisation for overtime is recorded; and 
(e) other control measures, if necessary. 

 
The following is the requirements of the updated guideline on irregular expenditure issued by 
National Treasury: 
 

Paragraph 27.2: Enquiry or investigation into the alleged irregular expenditure: 
 
(a) The accounting officer or accounting authority or his/her delegate must 
decide on the level of enquiry/investigation to be undertaken to determine 
whether:  
(i) the expenditure in question meets the definition of irregular expenditure;  
(ii) the is any official liable in law for the irregular expenditure;  
(iii) the amount of the irregular expenditure resulted in any losses or 
damages suffered by the state; or  
(iv) the state did not attain value for money from the transaction, condition or 
event.  
(b) During the period of enquiry or investigation, the expenditure must 
remain in the expense account. The results of the enquiry or investigation 
will determine the appropriate action to be taken regarding the 
transgression.  

 
During the audit of overtime compliance with the requirements of section 49(1)(c) of the PSR for 
the following directorates: SOCIO ECO DEV, COMPLIANCE, FISH PROTEC VESSEL, 
MONITORING AND SURVEI, RESEARCH AND SUPP, AQUA RESEARCH AND RESOURCES 
RESEARCH, we noted for a sample of 30 employees, 20 employees (66% of the sample 
selected), overtime payments exceeded 30% of the employee‘s basic salaries amounting to 
R1,250,986. The latter constitutes an understatement of irregular expenditure as indicated per row 
65 of the National Treasury examples of irregular expenditure.  
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Of particular concern, we noted that in overtime as a percentage of basic salary amounted to as 
high as 700% of basic salary. The latter indicating excessive hours that might not be humanly 
possible. This will however need to be determined by the investigation to be instituted by the 
department.  
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Persal 
number 

Dates Overtime paid Month 

Total per overtime paid 
for the month 

30% of the Monthly 
Basic salary(annual 
basic 
salary/12*30%) 

Variances 
Percentage of 
Overtime over 
the monthly 
basic salaries 

{A} {B} {A-B) 

21163481 

20170403 R9380, 88 
April R19 743, 48 R8 622, 66 R1 1118, 82 229% 

20170412 R10362, 6 

20170517 R 15 500.80 May R 15 500.80 R8 622, 66 R6 876, 13 179.73% 

20170614 R11 293, 44 
June R12 488, 29 R8 622, 66 R3 863, 62 145% 

20170630 R1 194, 85 

20170816 R11 404, 8 August R11 404, 80 R8 622, 66 R2 780, 14 132.23% 

20170913 R 17 820 September R 17 820 R8 622, 66 R9 195, 34 206.62% 

20171115 R10 793, 03 
November R11 316, 39 R8 622, 66 R2 691, 73 131% 

20171130 R523, 36 

20171213 R10 793, 01 December R10 793, 01 R8 622, 66 R2 168, 35 125.14% 

20180124 R9 948, 77 January R9 948, 77 R8 622, 66 R1 324, 11 115.35% 

22271589 

20170403 R6 077, 32 
April R19 910, 06 R5 391, 24 R14 518, 82 369% 

20170426 R13 832, 74 

20170529 R7 042, 06 
May R8 880, 22 R5 391, 24 R3 488, 98 165% 

20170531 R1 838, 16 

20170703 R10 814, 64 
July R21 346, 33 R5 391, 24 R15 955, 09 396% 

20170724 R10 531, 69 

20170828 R12 166, 54 August R12 166, 54 R5 391, 24 R6 775, 30 225.67% 

20170913 R10 846, 06 September R10 846, 06 R5 391, 24 R5 454, 82 201.18% 

20171023 R7 356, 49 Oct  R7 356, 49 R5 391, 24 R1 965, 25 136.45% 

20171127 R15 584, 68 Nov R15 584, 68 R5 391, 24 R10 193, 44 289.07% 

20171213 R17 979, 71 
Dec R20 196, 67 R5 391, 24 R14 805, 43 375% 

20171231 R2 216, 96 

20180312 R11 536, 68 March R11 536, 68 R5 391, 24 R6 145, 44 213.99% 
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Persal 
number 

Dates Overtime paid Month 
Total per overtime paid 
for the month 

30% of the Monthly 
Basic salary(annual 
basic 
salary/12*30%) 

Variances 

Percentage of 
Overtime over 
the monthly 
basic salaries 

22968997 

20170403 R11 406, 57 April R11 406, 57 R4 982, 23 R6 424, 34 228.95% 

20170529 R21 673, 78 May R21 673, 78 R4 982, 23 R16 691, 55 435.02% 

20170619 R12 547, 94 
June R13 568, 31 R4 982, 23 R 8 586.07 272% 

20170630 R1 020, 37 

20170816 R17 257, 34 August R17 257, 34 R4 982, 23 R12 275, 11 346.38% 

20170920 R6 731, 56 September R6 731, 56 R4 982, 23 R1 749, 33 135.11% 

20171016 R11 382, 5 Oct  R11 382, 5 R4 982, 23 R 6 400.26 228.46% 

20171120 R5 404, 11 
Nov R5 935, 87 

  
R953, 63 119% 

20171130 531.76 R4 982, 23 

20171213 9752.29 Dec R9 752, 29 R4 982, 23 R4 770, 05 195.74% 

20180312 9379.47 March R9 379, 47 R4 982, 23 R4 397, 23 188.26% 

23491353 

20170403 14562.18 
April R25 742, 88 R4 623, 11 R21 119, 77 557% 

20170412 11180.7 

20170517 12816.9 May R12 816, 9 R4 623, 11 R 8 193.78 277.24% 

20170614 13144.14 June R13 144, 14 R4 623, 11 R8 521, 02 284.31% 

20170717 9926.28 July R9 926, 28 R4 623, 11 R5 303, 17 214.71% 

20170816 11471.16 August R11 471, 16 R4 623, 11 R6 848, 04 248.13% 

20170918 12114.94 September R12 114, 94 R4 623, 11 R 7 491.82 262.05% 

20171016 7023.16 October R7 023, 16 R4 623, 11 R 2 400.05 151.91% 

20171115 13840.2 
November R14 297, 14 

  
R 9 674.02 309% 

20171130 456.94 R4 623, 11 

20171213 7484.4 December R7 484, 4 R4 623, 11 R2 861, 29 161.89% 

20180124 22096.8 January R22 096, 8 R4 623, 11 R17 473, 68 477.96% 

51692121 
20170403 R7 655, 15 

April R28 907, 45 R6 374, 14 R22 533, 31 454% 
20170424 R21 252, 3 
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Persal 
number 

Dates Overtime paid Month 
Total per overtime paid 
for the month 

30% of the Monthly 
Basic salary(annual 
basic 
salary/12*30%) 

Variances 

Percentage of 
Overtime over 
the monthly 
basic salaries 

20170529 R16 096, 28 
May R18 715, 88 R6 374, 14 R12 341, 74 294% 

20170531 R2 619, 6 

20170619 R12 449, 56 June R12 449, 56 R6 374, 14 R6 075, 42 195.31% 

20170816 R15 907, 75 August R15 907, 75 R6 374, 14 R9 533, 61 249.57% 

20170920 R6 727, 73 September R6 727, 73 R6 374, 14 R353, 59 105.55% 

20171120 R 6 949 November R 6 949 R6 374, 14 R574, 86 109.02% 

20171213 R9 580, 24 
December R11 402, 47 R6 374, 14 R5 028, 33 179% 

20171231 R1 822, 23 

20180312 R10 389, 84 March R10 389, 84 R6 374, 14 R4 015, 70 163.00% 

50656635 

20170424 R16 035, 53 April R16 035, 53 R5 132, 88 R10 902, 64 312.41% 

20170529 R14 042, 67 May R14 042, 67 R5 132, 88 R8 909, 78 273.58% 

20170619 R11 927, 53 
June R13 286, 19 R5 132, 88 R8 153, 30 259% 

20170630 R1 358, 66 

20170712 R5 640, 64 July R5 640, 64 R5 132, 88 R507, 75 109.89% 

20170816 R20 246, 18 August R20 246, 18 R5 132, 88 R15 113, 29 394.44% 

20170920 R9 242, 71 September R9 242, 71 R5 132, 88 R4 109, 82 180.07% 

20171120 R7 359, 57 November R7 359, 57 R5 132, 88 R2 226, 68 143.38% 

20171213 R9 599, 46 
December R10 189, 7 R5 132, 88 R5 056, 81 199% 

20171231 R590, 24 

20180312 R9 535, 35 March R9 535, 35 R5 132, 88 R4 402, 46 185.77% 

50632728 

20170403 R8 972, 95 
April R26 166, 28 R5 132, 88 R21 033, 39 510% 

20170424 R17 193, 33 

20170529 R15 629, 2 May R15 629, 2 R5 132, 88 R10 496, 31 304.49% 

20170619 R7 873, 34 
June R9 008, 62 R5 132, 88 R3 875, 73 175.51% 

20170630 R1 135, 28 
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Persal 
number 

Dates Overtime paid Month 
Total per overtime paid 
for the month 

30% of the Monthly 
Basic salary(annual 
basic 
salary/12*30%) 

Variances 

Percentage of 
Overtime over 
the monthly 
basic salaries 

20170816 R14 587, 32 August R14 587, 32 R5 132, 88 R9 454, 43 284.19% 

20170920 R7 042, 1 September R7 042, 1 R5 132, 88 R1 909 21 137.20% 

20171016 R7 859, 49 October R7 859, 49 R5 132, 88 R2 726, 60 153.12% 

20171120 R6 207, 61 November R6 207, 61 R5 132, 88 R1 074, 72 120.94% 

20171213 R8 191, 52 
December R8 716, 8 R5 132, 88 R3 583, 91 169.82% 

20171231 R525, 28 

20180312 R7 935, 54 March R7 935, 54 R5 132, 88 R2 802, 65 183% 

50614436 

20170403 R8 278, 27 
April R27 034, 63 R5 132, 88 R21 901, 74 526.69% 

20170424 R18 756, 36 

20170529 R12 750, 03 May R12 750, 03 R5 132, 88 R7 617, 14 248.40% 

20170619 R13 043, 94 
June R14 271, 76 R5 132, 88 R9 138, 87 278.05% 

20170630 R1 227, 82 

20170816 R15 719, 14 August R15 719, 14 R5 132, 88 R10 586, 25 306.24% 

20170920 R6 539, 1 September R6 539, 1 R5 132, 88 R1 406, 21 127.40% 

20171213 R10 175, 37 
December R10 628, 97 R5 132, 88 R5 496, 08 207.08% 

20171231 R453, 6 

20180312 R6 655, 58 March R6 655, 58 R5 132, 88 R1 522, 69 129.67% 

17157722 

20170403 R5 619, 93 
April R17 214, 2 R4 291, 48 R12 922, 71 401.12% 

20170426 R11 594, 27 

20170522 R9 619, 7 May R9 619, 7 R4 291, 48 5328.21875 224.16% 

20170703 R5 974, 34 
July R9 417, 18 R4 291, 48 R5 125, 69 219.44% 

20170724 R3 442, 84 

20170821 R9 778, 7 August R9 778, 7 R4 291, 48 R 5 487.21 227.86% 

20170918 R9 561, 32 September R9 561, 32 R4 291, 48 R5 269, 83 222.80% 

20171023 R7 995, 3 October R7 995, 3 R4 291, 48 R3 703, 81 186.31% 
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Persal 
number 

Dates Overtime paid Month 
Total per overtime paid 
for the month 

30% of the Monthly 
Basic salary(annual 
basic 
salary/12*30%) 

Variances 

Percentage of 
Overtime over 
the monthly 
basic salaries 

20171122 R9 704, 64 
November R9 994, 46 R4 291, 48 R5 702, 97 232.89% 

20171130 R289, 82 

20171213 R9 870, 06 December R9 870, 06 R4 291, 48 R5 578, 57 229.99% 

20180312 R14 115, 84 March R14 115, 84 R4 291, 48 R9 824, 35 328.93% 

18576273 

20170403 R8 394, 05 
April R19 508, 93 R4 906, 8 R14 602, 13 397.59% 

20170424 R11 114, 88 

20170529 R12 996, 31 May R12 996, 31 R4 906, 8 R8 089, 51 264.86% 

20170619 R12 996, 31 June R12 996, 31 R4 906, 8 R8 089, 51 264.86% 

20170816 R16 491, 9 August R16 491, 9 R4 906, 8 R11 585, 1 336.10% 

20170920 R5 124, 55 September R5 124, 55 R4 906, 8 R217, 75 104.44% 

20171120 R7 187, 24 
November R7 473, 38 R4 906, 8 R2 566, 58 152.31% 

20171130 R286, 14 

20171213 R12 230, 87 
December R12 294, 86 R4 906, 8 R7 388, 06 250.57% 

20171231 R63, 99 

20180312 R6 556, 74 March R6 556, 74 R4 906, 8 R1 649, 94 133.63% 

20347189 

20170403 R5 551, 41 
April R11 084, 53 R6 374, 13 R4 710, 39 173.90% 

20170419 R5 533, 12 

20170529 R7 670, 82 
May R10 943, 1 R6 374, 13 R4 568, 96 171.68% 

20170531 R3 272, 28 

20170823 R7 985, 25 August R7 985, 25 R6 374, 13 R1 611, 11 125.28% 

20170920 R7 167, 84 September R7 167, 84 R6 374, 13 R793, 70 112.45% 

20171120 R6 611, 68 November R6 611, 68 R6 374, 13 R237, 54 103.73% 

20171218 R6 814, 04 
December R8 232, 35 R6 374, 13 R1 858, 21 129.15% 

20171231 R1 418, 31 

26991659 20170426 R4 985, 9 April R4 985, 9 R2 866, 16 R2 119, 73 173.96% 
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Persal 
number 

Dates Overtime paid Month 
Total per overtime paid 
for the month 

30% of the Monthly 
Basic salary(annual 
basic 
salary/12*30%) 

Variances 

Percentage of 
Overtime over 
the monthly 
basic salaries 

20170517 R4 951, 75 May R4 951, 75 R2 866, 16 R2 085, 58 172.77% 

20170612 R4 576, 1 June R4 576, 10 R2 866, 16 R1 709, 93 159.66% 

20170717 R5 790, 08 July R5 790, 08 R2 866, 16 R2 923, 91 202.02% 

20170816 R5 900, 02 August R5 900, 02 R2 866, 16 R3 033, 85 205.85% 

20170913 R6 229, 84 September R6 229, 84 R2 866, 16 R3 363, 67 217.36% 

20171016 R5 313, 72 October R5 313, 72 R2 866, 16 R2 447, 55 185.39% 

20171115 R5 350, 32 November R5 350, 32 R2 866, 16 R2 484, 15 186.67% 

20171211 R5 790, 08 December R5 790, 08 R2 866, 16 R2 923, 91 202.02% 

20180124 R4 873, 96 January R4 873, 96 R2 866, 16 R2 007, 79 170.05% 

50643410 

20170424 R8 490, 3 April R8 490, 3 R4 764, 50 R3 725, 79 178.20% 

20170517 R7 908, 3 May R7 908, 3 R4 764, 50 R3 143, 79 165.98% 

20170612 R7 962, 84 
June R9 071, 81 R4 764, 50 R4 307, 30 190.40% 

20170630 R1 108, 97 

20170717 R9 247, 12 July R9 247, 12 R4 764, 50 R4 482, 61 194.08% 

20170816 R8 018, 06 August R8 018, 06 R4 764, 50 R3 253, 55 168.29% 

20170913 R9 949, 44 September R9 949, 44 R4 764, 50 R5 184, 93 208.82% 

20171016 R8 486, 32 October R8 486, 32 R4 764, 50 R3 721, 81 178.12% 

20171115 R9 385, 2 November R9 385, 2 R4 764, 50 R4 620, 69 196.98% 

20171211 R9 385, 2 December R9 385, 2 R4 764, 50 R4 620, 69 196.98% 

20180124 R7 900, 2 January R7 900, 2 R4 764, 50 R3 135, 69 165.81% 

21990794 

20170412 R13 031, 23 April R13 031, 23 R6 093, 6 R6 937, 63 213.85% 

20170522 R14 650, 11 
May R22 033, 83 R6 093, 6 R15 940, 23 361.59% 

20170531 R7 383, 72 

20170607 R17 039, 42 June R17 039, 42 R6 093, 6 R10 945, 82 279.63% 

20170703 R15 844, 7 July R15 844, 7 R6 093, 6 R9 751, 1 260.02% 
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Persal 
number 

Dates Overtime paid Month 
Total per overtime paid 
for the month 

30% of the Monthly 
Basic salary(annual 
basic 
salary/12*30%) 

Variances 

Percentage of 
Overtime over 
the monthly 
basic salaries 

20170828 R19 931, 67 August R19 931, 67 R6 093, 6 R13 838, 07 327.09% 

20170920 R14 155, 03 September R14 155, 03 R6 093, 6 R8 061, 43 232.29% 

20171002 R15 153, 07 October R15 153, 07 R6 093, 6 R9 059, 47 248.67% 

20171113 R3 898, 34 
November R31 087, 14 R6 093, 6 R24 993, 54 510.16% 

20171129 R27 188, 8 

20171213 R6 909, 02 
December R9 754, 82 R6 093, 6 R3 661, 22 160.08% 

20171231 R2 845, 8 

20180124 R9 715, 12 January R9 715, 12 R6 093, 6 R3 621, 52 159.43% 

22201114 

20170412 R22 814, 4 April R22 814, 4 R4 834, 27 R17 980, 12 471.93% 

20170508 R20 589, 87 May R20 589, 87 R4 834, 27 R15 755, 59 425.91% 

20170607 R7 300, 6 June R7 300, 6 R4 834, 27 R2 466, 32 151.02% 

20170621 R8 270, 25 June R8 270, 25 R4 834, 27 R3 435, 97 171.08% 

20170814 R13 524, 33 August R13 524, 33 R4 834, 27 R8 690, 05 279.76% 

20170911 R13 143, 91 
September R25 872, 67 

  
R21 038, 39 535.19% 

20170920 R12 728, 76 R4 834, 27 

20171106 R13 230, 71 
November R13 625, 39 R4 834, 27 R8 791, 11 281.85% 

20171130 R394, 68 

20171211 R9 379, 55 
December R17 578, 87 R4 834, 27 R12 744, 59 363.63% 

20171218 R8 199, 32 

22685855 

20170524 R38 982, 96 
May R45 660, 72 R5 829, 58 R39 831,13 783.26% 

20170531 R6 677, 76 

20170619 R20 057, 47 June R20 057, 47 R5 829, 58 R14 227, 88 344.06% 

20170816 R24 584, 53 August R24 584, 53 R5 829, 58 R18 754, 94 421.72% 

20170911 R25 750, 54 September R25 750, 54 R5 829, 58 R19 920, 95 441.72% 

20171002 R11 121, 77 October R16 529, 11 R5 829, 58 R10 699, 52 283.54% 
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Persal 
number 

Dates Overtime paid Month 
Total per overtime paid 
for the month 

30% of the Monthly 
Basic salary(annual 
basic 
salary/12*30%) 

Variances 

Percentage of 
Overtime over 
the monthly 
basic salaries 

20171018 R5 407, 34 

20171101 R11 121, 77 
November R22 187, 93 R5 829, 58 R16 358, 35 380.61% 

20171106 R11 066, 16 

20171211 R25 299, 74 
December R28 581, 59 R5 829, 58 R 22 752 490.29% 

20171231 R3 281, 85 

20180124 R10 110, 7 January R10 110, 7 R5 829, 58 R4 281, 11 173.44% 

20180312 R18 418, 14 March R18 418, 14 R5 829, 58 R12 588, 56 315.94% 

26419092 

20170412 R11 277, 56 April R11 277, 56 R4 487, 55 R6 790, 01 251.31% 

20170508 R19 854, 66 
May R31 079, 22 R4 487, 55 R26 591, 67 692.57% 

20170529 R11 224, 56 

20170712 R8 524, 34 
July R16 420, 93 R4 487, 55 R11 933, 38 365.92% 

20170717 R7 896, 59 

20170802 R9 544, 08 
August R20 370, 99 R4 487, 55 R15 883, 44 453.94% 

20170823 R10 826, 91 

20170911 R5 396, 95 
September R20 224, 36 R4 487, 55 R15 736, 81 450.68% 

20170920 R14 827, 41 

20171106 R14 645, 64 
November R15 247, 44 R4 487, 55 R10 759, 89 339.77% 

20171130 R601, 8 

20171211 R24 447, 84 December R24 447, 84 R4 487, 55 R19 960, 29 544.79% 

20180124 R22 843, 17 January R22 843, 17 R4 487, 55 R18 355, 62 509.03% 

12761401 

20170419 R9 783, 41 April R9 783, 41 R8 497, 8 R1 285, 61 115.13% 

20170612 R19 219, 48 June R19 219, 48 R8 497, 8 R10 721, 68 226.17% 

20170724 R13 662, 04 July R13 662, 04 R8 497, 8 R5 164, 24 160.77% 

20170814 R9 876, 43 August 
R34 732, 62 R8 497, 8 R26 234, 82 32.39% 

20170816 R6656, 24 August 
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Persal 
number 

Dates Overtime paid Month 
Total per overtime paid 
for the month 

30% of the Monthly 
Basic salary(annual 
basic 
salary/12*30%) 

Variances 

Percentage of 
Overtime over 
the monthly 
basic salaries 

20170828 R18 199, 95 August 

20170920 R14 155, 03 September R14 155, 03 R8 497, 8 R5 657, 23 166.57% 

20171122 R15 635, 44 
November R16 069, 4 R8 497, 8 R7 571, 6 189.10% 

20171130 R433, 96 

20180312 R9 949, 45 March R9 949, 45 R8 497, 8 R1 451, 65 117.08% 

23474726 20170828 R10 657, 45 August R10 657, 45 R5 462, 53 R5 194, 92 195.10% 

23509414 

20170508 R7 859, 43 
May R11 948, 67 R7 420, 60 R4 528, 06 161.02% 

20170531 R4 089, 24 

20171106 R8 110, 97 November R8 110, 97 R7 420, 60 R690, 36 109.30% 

20171204 R7 286, 28 
December R8 640, 33 R7 420, 60 R1 219, 72 116.44% 

20171231 R1 354, 05 

            R1 250 986, 91   
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Internal control deficiency 
 
Leadership 
 
Exercise oversight responsibility regarding financial and performance reporting and compliance 
and related internal controls  
 
There is no adequate monitoring over overtime policy to ensure that overtime claims are in 
compliance with the overtime policy. This resulted in excessive overtime hours paid which is 
greater than 30% of the employee‘s basic salary indicating a possible abuse of overtime which will 
need to be investigated.  
 
Financial and performance management 
 
Implement controls over daily and monthly processing and reconciling transactions 
 
Controls in place to ensure that the daily and monthly processing of overtime complies with the 
requirements of the overtime policy was inadequate and as a result overtime was paid which is 
greater than 30% of the employee‘s basic salary indicating a possible abuse of overtime which will 
need to be investigated.  
 
Recommendation 

We recommend that the department: 

a) Determine the extent of overtime paid that was greater than 30% of the employees‘ basic 
salaries (for the current and prior years) in order for disclosure as irregular expenditure 
under investigation; 

b) Improve oversight controls with the requirements of the overtime policy to ensure overtime 
hours claimed are less than 30% of basic salaries; 

c) Implement consequence management to hold the relevant management approving 
overtime claims greater than 30% of employees‘ basic salaries; and  

d) Improve controls with regard to the daily and monthly processing of overtime claims to 
ensure that overtime approved is valid i.e. comply with all the requirements of the PSR and 
the overtime policy of the department.   

Management response 

Management comments on audit finding: 

DAFF does not agree: X DAFF does agree:   

  

Paragraph D.1. (d),Part V of Chapter 1 of the Public Service Regulations (PSR), 2001 provided for 

remunerative overtime in excess of 30% in exceptional circumstances. With the introduction of the 

Public Service Regulations, 2016 (PSR, 2016) this provision was not explicitly detailed. However, 

Regulation 49(c) PSR, 2016 required the Minister for the Public Service and Administration 

(MPSA) to determine the limitation for monthly compensation for overtime. This provision that 

allowed the executive authority to compensate employees for overtime in excess of 30% was done 

away through the determination issued by the MPSA and though the Circular 18 of 2018 dated 7 

February 2018. 

  

Therefore, it is our understanding that Paragraph D.1. (d), Part V of Chapter 1 of the PSR, 2001 

provided for remunerative overtime in excess of 30% in exceptional circumstances was still 

applicable until done away with in terms of the determination dated 7 February 2018 issued by the 

MPSA in terms of section 3(5) of the Public Service Act, 1994 and subsequently implemented 
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internally with effect from 13 March 2018 by HRM&D Circular 6 of 2018 dated 12 March 2018. It is 

DAFF‘s view that employees, who engaged in remunerative overtime in excess of 30% prior to 12 

March 2018, should not be regarded as contravention to Regulation 49 of the PSR, 2016. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree: X DAFF does agree:   

  

In respect to cases audited, all those are related to May 2017 and thus, the Directorate: Integrated 

Human Resources Management captured the approved submissions at the beginning of the 

2017/2018 financial year and which was a control measure undertaken to make sure overtime 

payments are in line with the introduction of the Public Service Regulations, 2016 (PSR, 2016) 

although this provision was not explicitly detailed. As such, Regulation 49(c) PSR, 2016 required 

the Minister for the Public Service and Administration (MPSA) to determine the limitation for 

monthly compensation for overtime. This provision that allowed executive authority to compensate 

employees for overtime in excess of 30% was done away through determination issued by the 

MPSA through Circular 18 of 2018 dated 7 February 2018  

Management comments on recommendation: 

DAFF does not agree:   DAFF does agree: X 

  

The proposed recommendations are in line with the MPSA determination dated 7 February 2018, 

hence, the Directorate: IHRM will ensure that the proposed recommendations will be implemented 

in accordance with the MPSA determination dated 7 February 2018 for future remunerative 

overtime claims through actions outlined below: 

Action plan: 

  

 All submissions from line management to pass through Directorate: IHRM to ensure that 

remunerative overtime claims are not greater than 30% of employees‘ basic salaries as per the 

MPSA determination dated 7 February 2018, the HRM&D Circular 6 of 2018 dated 12 March 2018 

as well as the approved submissions. 

  

 The D: IHRM will embark on engagements with line managers of the respective areas to 

empower them on the MPSA determination dated 7 February 2018. 

  

c. The D: IHRM will strengthen collaboration with line management and the D: Financial 

Management to enhance control measures and that remunerative overtime claims are not greater 

than 30% of employees‘ basic salaries as per the MPSA determination dated 7 February 2018. 

  

d. In the event that remunerative overtime claims are paid in excess of the 30% of employees‘ 

basic salaries, the D: IHRM will institute investigations and disciplinary measures where applicable.  

Implementation 

of Action plan: 

By whom  

Name:          Ms S 

Melane 

Position:          D: 

IHRM 

When (Date): (may not 

be longer than 2 months 

after the finding was raised) 
30 September 2018 

Budget required, if any: 

  

Reasons for not implementing the action plan within 2 months: 

  
(Responsible SMS member) 
Name:          Ms. K Gang 
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Position:          Chief Director: Human Resources management and Development 

Date:          18 July 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a 

correcting journal entry shall be processed: 

Yes 

  

No 

  

N/A  

  

 
Auditor’s conclusion 
 
We note that the department disagrees with the finding, we nevertheless note that there was an 
adjustment to the irregular expenditure note amounting to R10,408,000 in respect of the current 
and prior year (irregular expenditure under investigation). This amount was noted as being 
complete as it agreed to the data analytics obtained from PERSAL. Note that it is necessary that 
the department finalise the investigation to determine the root causes for not implementing the 
requirements of the PSR amendments as required, who was responsible for the non-compliance, 
why was the oversight and compliance monitoring effective, why was the policies and procedures 
not updated immediately, etc. Evidence of the investigation and consequence management 
implemented must be provided for follow-up during the 2019 audit. Failure to do so might result in 
compliance findings reported during the 2019 audit.  
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17. Overpayment of overtime as a result of the accuracy of overtime schedules submitted for 
payment – COMAF 10.2 

 

Audit finding 

Paragraph 9.3 and 9.4 of the overtime policy states the following: 
 
9.3: Claims for remunerated overtime must be verified and confirmed against the 

attendance register kept by supervisors. 
9.4: Directorates must keep copies of the attendance registers, approved claim forms 

and supporting documents for record and audit purposes. 
 
The guideline of fruitless and wasteful expenditure indicates the following: 

Section 1 of the PFMA defines fruitless and wasteful expenditure as ―expenditure which 
was made in vain and would have been avoided had reasonable care been exercised‖. The 
words in vain as contained in the definition of fruitless and wasteful refers to a transaction, 
event or condition which was undertaken without value or substance and which did not 
yield any desired results or outcome. Reasonable care means applying due diligence 
(careful application, attentiveness, caution) to ensure that the probability of a transaction, 
event or condition not being achieved as planned is being managed to an acceptable level.  
 
Processes for dealing with fruitless and wasteful expenditure: During the period of the 
investigation, the expenditure must remain in the expense account as the outcome of the 
investigation will determine the appropriate action that must be taken by the accounting 
officer or accounting authority with regard to the disclosure and recovery of such fruitless 
and wasteful expenditure.  

 
Recalculation of a sample of 30 overtime claims, we noted for 12 (40% of the sample selected), the 
overtime schedules submitted and approved by supervisors were incorrectly casted and as a result 
overtime was overpaid amounting to R14,766. The full extent in this regard would however have to 
be determined by the department. We note that the approval of the overtime was not performed 
with the necessary vigor and due diligence required as expected in terms of what constitutes 
reasonable care. In this regard, the full extent of overtime overpayments should be disclosed as 
fruitless and wasteful expenditure under investigation.    
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Persal 
Number 

Job description Level Month 
Date the 
overtime claim 
was submitted 

Overtime 
hours as per 
the overtime 
schedule 

Recalculated 
hours 

Variance 
Overtime 
rate 

Variances 

(A) (B) (C=A-B) (D) E=(D*C) 

26991659 Senior Administration Clerk 5 10/2017 12/10/2017 46 45 1 R109, 94 R109,94 

23157089 Harbour Master 9 12/2017 16/01/2018 57 46 11 R202, 39 R2 226, 29 

55973451 Senior Administration Clerk 5 12/2017 18/12/2017 56 40 16 R109, 94 R1 759,04 

26419092 Senior Marine Conservation Inspector 7 07/2017 24/07/2017 52 47 5 R170, 42 R852,1 

19484305 ASD: Compliance 10 12/2017 10/11/2017 83 75 8 R202, 39 R1 619, 12 

22685855 Chief Marine Conservation Inspector 8 04/2017 02/05/2017 66 64 2 R202, 39 R404, 78 

22685855 Chief Marine Conservation Inspector 8 05/2017 08/06/2017 97 95 2 R202, 39 R404, 78 

50643410 Senior Administration Clerk 7 09/2017 11/09/2017 52 48 4 R178, 2 R712, 8 

21720371 ASD: Compliance 10 07/2017 07/08/2017 28 25 3 R202, 39 R607,17 

21720371 ASD: Compliance 10 11/2017 04/12/2017 22 15.36 6.64 R202, 39 R1 343, 87 

23491353 Senior Marine Conservation Inspector 7 11/2017 05/11/2017 60 35 25 R162, 97 R4 074, 25 

23491353 Senior Marine Conservation Inspector 7 09/2017 02/10/2017 38 34 4 R162, 97 R651, 88 

                  R14 766, 02 
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Internal control deficiency 
 
Leadership 
 
Exercise oversight responsibility regarding financial and performance reporting and compliance 
and related internal controls  
 
There is inadequate monitoring over overtime approval per the overtime policy. 
 
Financial and performance management 
 
Implement controls over daily and monthly processing and reconciling transactions 
 
Controls in place to ensure that the daily and monthly processing of approval of overtime are 
adequate to detect overpayment of overtime hours as a result of errors in the overtime hours 
approved.   
 
Recommendation 

We recommend that the department: 

a) Determine the extent of overtime schedules submitted and approved by supervisors that 
were incorrectly casted (for the current and prior years) that resulted in the overpayment of 
overtime as fruitless and wasteful expenditure under investigation; 

b) Improve oversight controls with the requirements of the overtime policy to ensure matters 
related to overtime hours claimed are valid; 

c) Implement consequence management to hold the relevant management approving 
overtime claims without ensuring proper due diligence accountable; and  

d) Improve controls with regard to the daily and monthly processing of overtime claims to 
ensure that overtime approved is valid i.e. hours worked were worked and should be paid.   

 

Management response 

Management comments on audit finding: 

DAFF does not agree:   DAFF does agree: X 

  

Management agrees that this was an oversight and thus can be regard as fruitless and wasteful 

expenditure. Management have inspected the audit finding‘s list and it was found that only one 

overtime claim was casted incorrectly by one hour. The rest of the casting errors were found on the 

overtime registers. 

The overtime policy clearly states that the overtime claim form must be verified and confirmed with 

the register by the supervisor, by whom Finance Management or the Chief User/Line Manager that 

certifies that the confirmation was done when he or she finally authorize the overtime claim for 

payment. 

A full population analysis will be done as a special project. After hours, overtime expenditure will 

have to be claimed for the project.  

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:   DAFF does agree: X 

  

Management agrees to the internal control deficiencies on line directorate level. 
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The internal control deficiencies is that directorates do not complete the registers properly and 

registers is not been checked by the chief users before authorizing overtime claims. The record 

keeping of registers and copies of overtime claims for audit purposes on directorate level is not the 

responsibility of Financial Management. 

With regard to the discrepancies between the overtime claims as certified by the Chief User/Line 

Manager and the register as compiled by the supervisor, the Directorate: Financial Management 

will engage with the relevant directorates to determine which document is correct and then act 

accordingly.  

Management comments on recommendation: 

DAFF does not agree:   DAFF does agree: X 

  

Management agrees to the recommendations of AG that the responsible chief user/line manager 

should be accountable for the overtime that is approved for payment. 

  

Management do not agree to do a casting check for the last two financial years for correctness, 

due to the fact that the AG has already audited the specific years and the fund do not have the 

staff to perform such a major task. 

Action plan: 

  

The line management that approves the claims will be engaged on management level in 

management meetings. A circular, with reference to the overtime policy, together with D: HRM 

input will be disturbed to reiterate the audit finding‘s corrective action. 

  

A refreshment training initiative will be rolled out first to D: FM staff and then to the rest of 

directorates. 

  

Management will conduct monthly spot checks. 

  

A full population analysis will be done as a special project. After hours overtime expenditure will 

have to be claimed. 

Implementation 

of Action plan: 

By whom  

Name: Ms. 

V Mogolla 

and Mr. C 

van der 

Westhuizen 

Position: 

Acting D: 

SCM and 

Acting D: 

FM 

When (Date): (may not be 

longer than 2 months after the 

finding was raised) 
  

Budget required, if any 

Officials will have to work overtime to 

ensure that this project is completed. 

Reasons for not implementing the action plan within 2 months: 

The estimated time for the project is 2 months from 23 July 2018. 
(Responsible SMS member) 
Name:          Mr. C van der Westhuizen 

Position:          Acting Director: Financial Management 
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Date:          23 July 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a 

correcting journal entry shall be 

processed: 

Yes 

  

No 

  

N/A  

  

 

Name:  

Position:  
Date: 

Auditor’s conclusion 

The department agrees with the finding. We note that the adjustment to the fruitless and wasteful 
expenditure under investigation note is as per the extrapolated misstatement which was calculated 
as follows:  

 87.64 divided by 569.36 = 15% 

 15.39% x R21 572 775.18 = R3320050 (Note that there were only issues with the overtime 
payments incurred by Fisheries, hence R21 572 775.18 was used). 

The adjustment to fruitless and wasteful expenditure under investigation note is now fairly stated.  
  
It is important that the department note the following in respect of the fruitless and wasteful 
expenditure guide issued by NT:  
  
Para. 15: Accounting officers and accounting authorities are encouraged to conclude all 
investigations and resolve all matters related to fruitless and wasteful expenditure within 90 days 
from the date on which the alleged fruitless and wasteful expenditure was discovered. If such 
investigations are not concluded by the date on which the annual financial statements are 
published, a narrative to this effect must be included as part of the fruitless and wasteful 
expenditure note to the annual financial statements.  
  
We also take note in the delay by the Fisheries directorate in responding to the finding, i.e. 2 
months. This is indicative of poor controls with regard to record keeping and daily and monthly 
processing of transactions. The risk therefore exists that there might presently be overpayments in 
respect of overtime at Fisheries.  
  
We would also highlight that the investigation must be adequately reviewed by the Finance 
Directorate at DAFF to ensure: the entire population for the current (2018 and 2019) and prior 
years (2016 and 2017) are investigated, adequate audit trails exist to allow for re-performance by 
DAFF internal audit and DAFF internal audit verify the conclusions reached. The latter will be 
followed up during the AGSA interim audit.  
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18. Non-compliance with the requirements of paragraph 9.3 and 9.4 of the overtime policy – 
COMAF 10.3 

 
Audit finding 
 

Paragraph 9.3 and 9.4 of the overtime policy states the following: 
 
9.3: Claims for remunerated overtime must be verified and confirmed against the 

attendance register kept by supervisors. 
9.4: Directorates must keep copies of the attendance registers, approved claim forms 

and supporting documents for record and audit purposes. 
 
Inspection of the overtime claims approved for Fisheries, we noted that the Fisheries division does 
not keep copies of the attendance registers for the overtime that would have been worked by its 
employees. The risk therefore exist that the department might incur fruitless and wasteful 
expenditure due to employees claiming excess hours that might have not been worked. This 
results in non -compliance with the overtime policy. 
 
The following employees‘ stated in the table below serves as example for the overtime claims that 
were submitted without evidence of the necessary attendance registers as required in terms of 
paragraph 9.3 and 9.4 of the overtime policy: 
 
PERSAL no. Job description 

21163481 Senior Marine Conservation Inspector 

22271589 Chief Marine Conservation Inspector 

22968997 Senior Marine Conservation Inspector 

23491353 Senior Marine Conservation Inspector 

51692121 Chief Marine Conservation Inspector 

50656635 Senior Marine Conservation Inspector 

50632728 Senior Marine Conservation Inspector 

50614436 Senior Marine Conservation Inspector 

17157722 Senior Marine Conservation Inspector 

18576273 Senior Marine Conservation Inspector 

20347189 Chief Marine Conservation Inspector 

21720371 ASD: Compliance 

26991659 Senior Administration Clerk 

50643410 Senior Administration Clerk 

19157363 Dock Master 

23157089 Harbour Master 

50617273 Senior General Foreman 

 55973451  Senior Administration Clerk 

21990794 Chief Marine Conservation Inspector 

22201114 Senior Marine Conservation Inspector 

22685855 Chief Marine Conservation Inspector 

26419092 Senior Marine Conservation Inspector 

10693980 Chief Marine Conservation Inspector 

19484305 ASD: Compliance 

50641646 Chief Marine Conservation Inspector 

12761401 Scientific Technician Control Grade A 

22191992 Marine Research Assistant III 
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PERSAL no. Job description 

23375540 Data Capturer Research support 

23474726 Artisan Foreman Grade A 

 
Internal control deficiency 
 
Leadership 
 
Exercise oversight responsibility regarding financial and performance reporting and compliance 
and related internal controls  
 
There is no adequate monitoring over overtime policy to ensure that overtime claims is in 
compliance with the overtime policy. 
 
Financial and performance management 
 
Implement controls over daily and monthly processing and reconciling transactions 
 
Controls in place to ensure that the daily and monthly processing of overtime complies with the 
requirements of the overtime policy was inadequate and as a result overtime was paid without 
evidenced by signed attendance registers.   
 
Recommendation 

We recommend that the department: 

a) Improve oversight controls with the requirements of the overtime policy to ensure matters 
related to submission and review of overtime claims are supported with attendance 
registers; 

b) Implement consequence management to hold the relevant management approving 
overtime claims without ensuring proper adherence to the policy accountable; and  

c) Improve controls with regard to the daily and monthly processing of overtime claims to 
ensure that it complies with the requirements of the overtime policy i.e. evidenced by 
attendance registers.   

Management response 

Management comments on audit finding: 
DAFF does not agree:   DAFF does agree: X 

  
Directorate: Financial Management checked all listed claims and overtime registers were attached 
to all the listed claims. 
Management comments on internal control deficiencies/root causes: 

DAFF does not agree:   DAFF does agree: X 
  
The responsible line managers must ensure that the prescribed registers are implemented and 
records are kept for audit purposes in adherence with the overtime policy. 
Management comments on recommendation: 

DAFF does not agree:   DAFF does agree: X 
  
Management agrees with the audit recommendations. 
Action plan: 
  
The managers approving the claims will be engaged with in management meetings. A circular, with 
reference to the overtime policy will be disturbed to reiterate the audit finding‘s corrective action. A 
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refreshment training initiative will be rolled out to all directorates. 
  
The respective director will conduct monthly spot checks. 
Implementation 
of Action plan: 

By whom 
Training and 
circular: 
Name: Ms. S 
Melanie/Mr. C 
vd Westhuizen 
Position: 
Directors: 
Integrated 
Human 
Resources 
Management 
and Financial 
Management 
(Acting) 
Implementation 
of registers 
and monthly 
monitoring 
Position: 
Directors: 
Fisheries 
Management 

When (Date): (may not 

be longer than 2 months after 
the finding was raised) 
23 September 2018 

Budget required, if any: 
  

Reasons for not implementing the action plan within 2 months: 
  
(Responsible SMS member) 
Position:          Directors: Fisheries 
Date:          24 July 2018 

Comments provided by the Office of the CFO: 
If the above finding affects an amount(s) disclosed in the financial statements: 
Please give an indication of whether a 
correcting journal entry shall be processed: 

Yes 
  

No 
  

N/A  
  

 

Auditor’s conclusion 

Management agrees with the finding. There appears to be a breakdown of controls in respect of 
the management of overtime at Fisheries. It is therefore necessary that controls regard to 
compliance monitoring be significantly strengthened in order to prevent and detect non-
compliance. 
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19. Overtime claims not submitted within seven days after the month of the overtime worked as 
per the overtime policy – COMAF 10.4 

 

Audit finding 

Paragraph 9.1 and 9.2 of the overtime policy states the following: 
 

9.1:  Claims for remuneration for overtime worked must be made on the prescribed claim 
form (Annexure D). 

9.2: Claim forms must be completed correctly and forwarded to the Director: Financial 
Administration within 7 days of the month following the month overtime duties were 
performed. Claims for a specific month may not be split into two separate claims 
and submitted on different occasions. 

 
Through inspection of the overtime claims we noted that the following employees stated on the 
table below did not submit their overtime claims within 7 days after the month in which overtime 
was worked. This results in non -compliance with the overtime policy. The risk therefore exists that 
the accruals emanating as a result of the late submission of claims might result in the 
understatement of accruals.  
 

 
Leadership 
 
Exercise oversight responsibility regarding financial and performance reporting and compliance 
and related internal controls  
 
There is no adequate monitoring over overtime policy to ensure that overtime claims is in 
compliance with the overtime policy i.e. submitted within seven days. 
 
Financial and performance management 
 
Implement controls over daily and monthly processing and reconciling transactions 
 
Controls in place to ensure that the daily and monthly processing of overtime accrued is complete 
is inadequate to ensure that all overtime worked within the financial year and not paid is accrued.   
 
  

Persal number Job description Month 
Date the claim was 
submitted 

23157089 Harbour Master Dec-17 16/01/2018 

22685855 Chief Marine Conservation Inspector Dec-17 16/01/2018 

12761401 Scientific Technician Control Grade A Dec-17 15/11/2018 

23474726 Artisan Foreman Grade A Jul-17 22/08/2017 

22685855 Chief Marine Conservation Inspector Jun-17 01/08/2017 

21720371 ASD: Compliance Jun-17 17/07/2017 
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Recommendation 

We recommend that that the department: 
 

a) Determine the extent of overtime incurred within the 2017-18 financial year that was not 
paid within the 2017-18 financial year for disclosure as Accruals at year-end; 

b) Improve oversight controls with the requirements of the overtime policy to ensure matters 
related to submission are as per the approved policy; and  

c) Implement consequence management to hold the relevant management approving 
overtime claims without ensuring proper adherence to the policy accountable; and  

Management response 
 

Management comments on audit finding: 
DAFF does not agree:   DAFF does agree: X 

  
Management checked the claims relating to this finding and agrees with this finding. 
Management comments on internal control deficiencies/root causes: 

DAFF does not agree:   DAFF does agree: X 
  
Management agrees with the internal control deficiencies/root causes. 
Management comments on recommendation: 

DAFF does not agree:   DAFF does agree: X 
  
Management agrees with recommendations. 
Action plan: 
The managers approving the claims will be engaged with on management level in management 
meetings. A circular, with reference to the overtime policy will be disturbed to reiterate the audit 
finding‘s corrective action. 
  
A refreshment training initiative will be rolled out to all directorates.  
  
Management will conduct monthly spot checks. 
Implementation 
of Action plan: 

By whom  
Name: Ms. 
V Mogolla 
and Mr. C 
van der 
Westhuizen 
Position: 
Acting D: 
SCM and 
Acting D: 
FM 

When (Date): (may not be 

longer than 2 months after the 
finding was raised) 
23 September 2018 

Budget required, if any: 
  

Reasons for not implementing the action plan within 2 months: 
  
(Responsible SMS member) 
Name:          Mr. C van der Westhuizen 
Position:          Acting Director: Financial Management 
Date:          23 July 2018 

Comments provided by the Office of the CFO: 
If the above finding affects an amount(s) disclosed in the financial statements: 
Please give an indication of whether a 
correcting journal entry shall be 
processed: 

Yes 
  

No 
  

N/A  
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Auditor’s conclusion 
 
Management agrees with the finding. There appears to be a breakdown of controls in respect of 
the management of overtime at Fisheries. It is therefore necessary that controls regard to 
compliance monitoring be significantly strengthened in order to prevent and detect non-
compliance. 
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20. Non-compliance with PFMA HR related legislation for which the non-compliance thereof, will 
result in irregular expenditure – COMAF 30 

 
Audit finding 
 
―Irregular expenditure‖ means expenditure, other than unauthorised expenditure, incurred in 
contravention of or that is not in accordance with a requirement of any applicable legislation, 
including: 

a) this Act; or 

b) the State Tender Board Act, 1968 (Act No. 86 of 1968), or any regulations made in terms of 

that Act; or 

c) any provincial legislation providing for procurement procedures in that provincial government. 

 

Instances of non-compliance with PFMA HR related legislation was noted as per the table below 

for which the non-compliance thereof, will result in irregular expenditure: 
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PFMA HR related legislation Audit finding  

 
Section 87(1), Public Service Regulation, 2016:  
 
A head of department shall within one month of his or her date of appointment conclude a 
contract of employment as set out in Annexure 2. 
 
Section 87(2), Public Service Regulation, 2016:  
 
Any other person appointed to the SMS shall within one month of his or her date of 
appointment conclude a contract of employment, which shall be based on the provisions 
set out in Annexure 3 or 4, as the case may be. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Review of the employee file of employee with PERSAL number 22871616, we noted that 
contrary to the requirements of Section 87(2), Public Service Regulation, 2016, the 
employee has not signed an employment contract within one month of her date of 
appointment. According to the letter of offer, the employee was appointed on a 3-year 
contract effective 1 April 2017 for the post of Chief of Staff in the Office of the Minister in 
terms of the Public Service Act, 1994.  
 
Per the employee file, evidence with regard to follow-up for the signed employment 
contract was noted as follows: 
 

Date  Memo from and addressed 
to 

Subject of memo 

15/06/2018 From the Director-general 
and addressed to Minister of 
DAFF  

Outstanding contract of Ms. 
… 

02/05/2018 From the DDG: Corporate 
Services and the Director-
general and addressed to the 
Chief of Staff in the office of 
the Minister of DAFF  

Memorandum to Ms. …, chief 
of staff in the office of the 
Minister of DAFF with regard 
to her outstanding 
employment contract  

28/11/2017 Chief Director: Human 
Resources and addressed to 
the Chief of Staff in the office 
of the Minister of DAFF 

Outstanding employment 
contract  

 
Non-compliance with PFMA HR related legislation was noted as per the table above for 
which the non-compliance thereof, will result in irregular expenditure as follows: 
 

 2018 financial year: 01/04/2017 to 31/03/2018 – R1,068,654 (as per employment 
contract). Irregular expenditure must be calculated based on total payments 
incurred on PERSAL number 22871616.  

 2019 financial year: 01/04/2018 to the date of signing an employment contract  
 

The following are the requirements of in terms of the Public Service Regulations, 2001, 
chapter 1, Part V 
C.1: 
An executing authority shall determine the grade of a post to correspond with its job 
weight and set the commencing salary of an employee on the minimum notch of the 
salary range attached to the relevant grade, unless the salary proves inadequate under 
the criteria in regulation V C.3. 
C.2: 
If a job has a weight that applies to more than one salary range, the executing authority 

We noted that employee as per PERSAL number: 27136981, job title: Administrative 
Secretary, received a higher salary notch on 07/11/2014 and 14/06/2016, however we 
could not determine compliance with the requirements of C.1, C.2, C.3, C.4, C.5 and C.6 
of the Public Service Regulations. The employee is therefore effectively being paid as a 
Director despite being a personal assistant to the DDG: Fisheries. The table below 
reflects the notch increases the employee received:  
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PFMA HR related legislation Audit finding  

shall determine which of the relevant salary ranges to use. 
C.3: 
An executing authority may set the salary for a post or an employee above the minimum 
notch of the salary range indicated by the job weight— 

a) if she or he has evaluated the job, but cannot recruit or retain an employee 
with the necessary competencies at the salary indicated by the job weight; 
and 

b) she or he shall record the reason why the salary indicated by the job weight 
was insufficient. 

C.4: 
If the job weight demonstrates that a filled post is overgraded or undergraded, an 
executing authority shall either effect changes to the work organisation or regrade the 
post according to the job weight and the relevant collective agreements, as provided in 
regulation V C.5 to C.7. 
C.5: 
An executing authority may increase the salary of a post to a higher salary range in order 
to accord with the job weight, if: 
 

a) the job weight as measured by the job evaluation system indicates that the 
post was graded incorrectly; and 

b) the department‘s budget and the medium-term expenditure framework 
provide sufficient funds. 

C.6:  
If an executing authority increases the salary of a post as provided under regulation V 
C.5, she or he may continue to employ the incumbent employee in the higher-graded post 
without advertising the post if the incumbent:  
 

a) already performs the duties of the post; 
b) has received a satisfactory rating in her or his most recent performance 

assessment; and starts employment at the minimum notch of the higher 
salary range. 

 
In terms of section 64 of the PFMA (Executive directives having financial implications): 
 

1) Any directive by an executive authority of a department to the accounting officer 
of the department having financial implications for the department must be in 
writing. 

2) If implementation of the directive is likely to result in unauthorised expenditure, 
the accounting officer will be responsible for any resulting unauthorised 
expenditure unless the accounting officer has informed the executive authority in 
writing of the likelihood of that unauthorised expenditure. 

3) Any decision of the executive authority to proceed with the implementation of the 

 
 
 
 

Date Details  

22/07/2014 Appointed as administrative secretary on salary level 
11 – Note 1 

07/11/2014 Allocated a higher salary notch of the minimum 
salary level 12 with effect from 07/11/2014 

14/06/2016 Granted a higher salary package on salary level 13, 
with effective from 14/06/2016. The adjustment was 
per a memo dated 14/06/2016 by the Minister to the 
Acting Director-General, ―I hereby give an instruction, 
by the powers vested in me, that Ms. ... (PERSAL 
number: 27136981)‘s salary be adjusted to salary 

level 13.‖ The latter was in response to a memo by 
the Acting DG to Minister dated 23 November 2015, 
for the Minister to, request the Minister to, 
―reconsider the request to award Ms. … the first 
notch of salary level 14‖ (Chief Director). 

22/07/2017 Contract extended. Term of the contract: Linked to 
the Ministers term of office. 

 
Note 1: 
 
In terms of the Code of Remuneration (CORE), a person appointed on level 11 should 
possess a matric certificate. PERSAL 27136981 possesses a matric certificate. We 
furthermore noted the following as per the memo dated 01 March 2016 from the DDG: 
Corporate Services to the Acting DG: 
 

 Paragraph 4: ―The fact that Ms. ... (PERSAL number: 27136981) only possesses 
a matric certificate further complicates the matter and may leave the employees 
in the Ministry, who have higher qualifications, but who are on lower 
remuneration levels, disgruntled/ aggrieved which could possibly lead to 
enquiries and negative press coverage. Furthermore, the current staff budget for 
the Ministry far exceeds the allocated budgetary provisions.‖ 

 
Whilst noting the compliance with the requirements with section 64(1) of the PFMA, 
evidence with the requirements of section 64(2) and (3) of the PFMA could not be 
inspected.  
 
Irregular expenditure under investigation is therefore understated as a result of non-
compliance with C.1, C.2, C.3, C.4, C.5 and C.6 of the Public Service Regulations and 
section 64(2) and (3) of the above. The value in this regard is the payments to PERSAL 
number 27136981 on salary level 13 instead of salary level 11. This is in respect of the 
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PFMA HR related legislation Audit finding  

directive, and the reasons for the decision, must be in writing, and the accounting 
officer must promptly file a copy of this document with the National Treasury and 
the Auditor-General, and if a provincial department is involved, also with the 
relevant provincial treasury. 

 

current and prior years.  
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Impact  
 

 Non-compliance with PFMA HR related legislation was noted will result in irregular 
expenditure as follows: 

 
o PERSAL number 22871616: 2018 financial year: Irregular expenditure must be 

calculated based on total payments incurred on PERSAL number 22871616.  
o PERSAL number 27136981: The overpayment as a result of the employee being 

paid on salary level 13 instead of salary level 11 for the current and prior years. 

 
Internal control deficiency 
 
Leadership 

Exercise oversight responsibility regarding financial and performance reporting and compliance as 
well as related internal controls. 

Compliance monitoring with the HR related requirements did take place, however there were 
override of controls rendering the oversight being ineffective. Consequence management 
processes were also ineffective to hold staff accountable for repeated non-submission of the 
signed employment contracts. 

Establish and communicate policies and procedures to enable and support the understanding and 
execution of internal control objectives, processes and responsibilities 

There are no policies and procedures that exist regarding compliance with the requirements of 
section 64 of the PFMA and therefore management would not be effectively be able to hold staff 
accountable for failure to adequately execute their responsibilities.  

Recommendation 

We recommend that the department: 

(a) Disclose all payments to PERSAL number 22871616 in contravention to the requirements 
of section 87(2) of the Public Service Regulation, 2016 as irregular expenditure;  

(b) Disclose the overpayments to PERSAL number 27136981 as a result of the employee 
being paid on salary level 13 instead of salary level 11 for the current and prior years 
contrary to the requirements of C.1, C.2, C.3, C.4, C.5 and C.6 of the Public Service 
Regulations as irregular expenditure;  

(c) Determine whether the policies and procedures presently in place are adequate to address 
compliance with the PFMA particularly with regard to matters such as section 64 of the 
PFMA. The latter should address matters where there are overriding of controls; and  

(d) Implement consequence management processes if so necessitated with regard to non-
compliance with laws and regulations applicable to the department.  
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Management response 
 

Management comments on audit finding: 

DAFF does not agree: X DAFF does agree:  

 

I do not agree with the findings. There is no irregular expenditure and consequently no 

overpayment incurred in the two cases cited. 

 

It must be mentioned that the employment of individuals in the Public Service and department is 

effected in accordance with the Public Service Act, 1994 (PSA) and Public Service Regulations, 

2001 (PSR) as amended by PSR, 2016 and not in accordance with the Public Finance 

Management Act, Act No 1 of 1999 (PFMA). 

 

The first case cited: Ms TL Dlamini, the Chief of Staff (COSMIN) in the Office of the Minister: Ms 

Dlamini has correctly been appointed w.e.f 1 April 2017 on salary level 14 on the minimum of the 

salary scale with a salary package of R1, 068, 654 per annum. The Chief of Staff post is on salary 

level 14. No irregular expenditure has been caused. Hence, there being no overpayment.  

 

The second case cited: Ms UPL Fumba, Administrative Secretary in the Office of the Minister: The 

Auditor has correctly captured that that an individual who is employed on salary level 11 should 

possess a Matric Certificate as per the Codes on Remuneration (CORE). Ms Fumba meets this 

requirement and was accordingly employed as an Administrative Secretary on salary level 11, on a 

three years contract, linked to the term of office of the Minister with effect from 22 July 2014. Ms 

Fumba‘s contract employment was extended w.e.f 22 July 2017 for a further period and linked to 

the term of office of the Minister. 

 

Ms Fumba was subsequently allocated a higher salary notch on the minimum of salary level 12 

with effect from 7 November 2014. This allocation was effected in accordance with an approval by 

the Minister, wherein the ―Alignment of Salaries [of Employees] in the Ministry‖ were harmonised in 

accordance with the provisions of Chapter 8 of the Handbook for Members of the Executive and 

Presiding Officers as distributed by the Minister for the Public Service and Administration (MPSA). 

The adjustments were deemed necessary to redress the disparities that existed in the Ministry as a 

whole, i.e. in both the Deputy Ministers and Ministers Offices, respectively.      

 

Thereafter, she (Ms Fumba) was ―Pro-Actively Retained and Granted a Higher All Inclusive Salary 

Package‖, on salary level 13, with effect from 14 June 2016 in accordance with an 

instruction/authorisation of/by the Minister. This adjustment was effected in accordance with the 

provisions Section 9 of the Public Service Act, 1994 (PSA) as well as Paragraph C.3 of Part V, of 

Chapter 1 of the Public Service Regulations, 2001 (PSR). The motivation therefore has been 

signed-off by the Minister and is on record in Ms Fumba‘s personal file. There is therefore no 

transgression in this employee‘s case as the Minister has the authority to adjust the salaries of 

personnel who are employed in the Ministry.  

 

Hence, there being no irregular expenditure and no overpayment. 

 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree: X DAFF does agree:  

I do not agree with the findings. 

 

There are adequate controls in place to ensure compliance with the applicable Legislative 

Framework, viz. Public Service Act, 1994 as well as the Public Service Regulations 2001 (PSR) as 
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amended by PSR 2016. Compliance is also met with that of the DPSA‘s Ministerial Handbook 

which further support/undergird the Legislative Framework applicable to the Public Service. 

Employment in the Public Service and the department is controlled by the aforementioned 

legislation and not the PFMA [section 64].     

It is agreed that the current consequence management processes do not have the desired effect 

from a control perspective. The delays in the submission of signed employment contracts have 

been noted. From an HR point of view, numerous reminders have been communicated with the 

responsible role-players. Proof thereof is on file. Swift actions against such transgressors by the 

Directorate: Employment Relations needs to be accelerated to ensure compliance. 

Management comments on recommendation: 

DAFF does not agree: X DAFF does agree:  

I do not agree with the findings. 

 

There are no overpayments involved in the two cases cited. There is full compliance with the 

Legislative Framework applicable to the Public Service in accordance with the PSA and PSR, 

2001/2016 as well as the Ministerial Handbook from the DPSA.  

Insofar as it concerns the holding of staff accountable for repeated non-submission of the signed 

employment contracts, it is agreed that the current consequence management imperatives are 

inadequate. This is especially so for certain SMS Members in the department. 

It must be mentioned that no overriding of controls exist in the two cases cited in view of the 

application of the applicable HR Legislative Framework. 

The policies and procedures that are in place in the department are regarded as relevant and 

adequate.  

Action plan: Not applicable. 

 

Implementation 

of Action plan: 

By whom  

Name:  

Position:  

When (Date): (may not be 

longer than 2 months after the 

finding was raised) 

 

Budget required, if 

any: 

 

Reasons for not implementing the action plan within 2 months: 

 

With regard to the establishment and communication of policies and procedures to enable and 

support the understanding and execution of internal control objectives, processes and 

responsibilities, the Directorate: Employee Relations will be requested to investigate the possibility 

of inclusion of section 64 of the PFMA.  

 
(Responsible SMS member) 

Name: Ms L Bouwer 

Position: Director: Huma Resources Management 

Date: 4 July 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 

entry shall be processed: 

Yes No N/A  
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Auditor’s conclusion 

 PERSAL number 22871616: 
 
We agree with the department‘s response that the Chief of Staff (COSMIN) in the Office of the 
Minister: Ms Dlamini has correctly been appointed w.e.f 1 April 2017 on salary level 14 on the 
minimum of the salary scale with a salary package of R1, 068, 654 per annum. The Chief of Staff 
post is on salary level 14. We also agree that there were no overpayments incurred by the 
employee. It must be noted that the signing of an employment contract is a requirement of Section 
87(2), Public Service Regulation, 2016: Any other person appointed to the SMS shall within one 
month of his or her date of appointment conclude a contract of employment, which shall be based 
on the provisions set out in Annexure 3 or 4, as the case may be. As indicated per the finding: 
―Irregular expenditure‖ means expenditure, other than unauthorised expenditure, incurred in 
contravention of or that is not in accordance with a requirement of any applicable legislation, 
including: (a) this Act; or (b) the State Tender Board Act, 1968 (Act No. 86 of 1968), or any 
regulations made in terms of that Act; or (c) any provincial legislation providing for procurement 
procedures in that provincial government. Therefore non-compliance with Section 87(2), Public 
Service Regulation, 2016 constitutes irregular expenditure as defined. It is therefore our view that 
irregular expenditure is understated by R1,068,654. The latter would therefore need to be 
disclosed as such.  

 
The department agrees that current consequence management processes do not have the desired 
effect from a control perspective. The delays in the submission of signed employment contracts 
have been noted. From an HR point of view, numerous reminders have been communicated with 
the responsible role-players. Proof thereof is on file. Swift actions against such transgressors by 
the Directorate: Employment Relations needs to be accelerated to ensure compliance. Follow-up in 
this regard will take place during the 2018-19 audit of the department. 
 

 PERSAL 27136981: 
 
Management indicated that that (Ms Fumba) was ―Pro-Actively Retained and Granted a Higher All 
Inclusive Salary Package‖, on salary level 13, with effect from 14 June 2016 in accordance with an 
instruction/authorisation of/by the Minister. This adjustment was effected in accordance with the 
provisions Section 9 of the Public Service Act, 1994 (PSA) as well as Paragraph C.3 of Part V, of 
Chapter 1 of the Public Service Regulations, 2001 (PSR). The motivation therefore has been 
signed-off by the Minister and is on record in Ms Fumba‘s personal file. We inspected the 
motivation signed by the Minister with regard to compliance with the requirements to compliance 
with provisions Section 9 of the Public Service Act, 1994 (PSA) as well as Paragraph C.3 of Part V, 
of Chapter 1 of the Public Service Regulations, 2001 (PSR). In this regard, the finding is closed 
and no longer applicable. Irregular expenditure is therefore not overstated as indicated per 
the finding.  
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21. Late capturing of all categories of leave of which the late capturing of annual leave 
resulted in an overstatement of the leave provision disclosure note – COMAF 16 

 

Audit finding 

The following are the requirements of the in terms of chapter 14 of the MCS: Provisions and 
contingents: 
 

5.3.1 Capped leave (leave payable in the event of death, retirement and medical 
boarding)  

 ―Capped leave‖ means leave due to an employee as at and including 30 June 2000.  

 The cash value payable in respect of personnel with capped and audited leave 
credits is determined using the formula included in the DPSA guide Determination 
on Leave of Absence in the Public Service, 2008.  

 Departments must ensure that amounts accrued up to end of March of the financial 
year are taken into account in calculating leave entitlement. 

 
In terms of the section 48 of the Public Service Regulations: 
 

A head of department shall—  
(a) encourage an employee to fully utilise his or her annual leave entitlement in the 

leave cycle;  
(b) ensure that all leave taken by an employee is recorded accurately and in full; and  
(c) ensure that an employee does not abuse sick leave. 

 
The following are the requirements of the determination and directive of leave of absence in the 
public service issued by the Minister of Public Service and Administration during August 2012:  
 

29.1. Except in exceptional circumstances, the employee may not stay away from his/her 
place of duty unless an application for leave of absence has been lodged in writing 
or electronically and he/she has been informed by the Head of Department that the 
application has been approved.  

29.2.  Heads of Department must ensure that:  
29.2.1. All leave taken is captured on a daily basis and there are no backlogs in respect of 

each annual leave cycle.  
29.2.2. Individual utilisation of leave is communicated to employees at the end of each 

annual leave cycle in respect of annual vacation leave.  
 
We note that the leave policy of the department is presently in draft, and in the absence of the 
approved policies and procedures for the management of leave, compliance is based on the 
requirements of the PSR and PSA. 
 
In order to determine compliance with the requirements of section 48(c) of the Public Service 
Regulations (amounts accrued up to end of March of the financial year are taken into account in 
calculating leave entitlement) and paragraph 5.3.1 of the MCS (amounts accrued up to end of 
March of the financial year are taken into account in calculating leave entitlement), we noted that 
as per the table below, leave taken during the 2016-17 and the 2017-18 financial years were only 
recorded during the 2018-19 financial year as a result of the leave being captured late on PERSAL. 
The table below serve as examples of annual leave captured late resulting in an overstatement of 
the leave provision disclosure note: 
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   A = B - C B C  D 

E = D divided 
by 260.714 X 

A 

PERSAL no.  RSA ID no. Leave description No. of days leave taken Leave: Start date Leave: End date Date captured on PERSAL 
Annual notch 

R 
Leave liability 
calculated 

26633574 8704210509088 VACATION - FULL PAY (WORK DAYS) 1 20161117 * 20161117 20180409 94 359,00            361,93  

28318854 9201065648086 VACATION - FULL PAY (WORK DAYS) 1 20161228 * 20161228 20180404 90 234,00            346,10  

14434130 5812235159087 VACATION - FULL PAY (WORK DAYS) 2 20161229 * 20161230 20180405 157 491,00        1 208,15  

26476339 8701085746084 VACATION - FULL PAY (WORK DAYS) 0,92 20170101 * 20170101 20180424 94 359,00            332,97  

12393193 6102020100085 VACATION - FULL PAY (WORK DAYS) 9 20170103 * 20170113 20180410 244 128,00        8 427,44  

19269978 6904240383080 VACATION - FULL PAY (WORK DAYS) 4 20170103 * 20170106 20180410 317 022,00        4 863,90  

23466944 8509020227080 VACATION - FULL PAY (WORK DAYS) 4 20170103 * 20170106 20180417     281 418,00        4 317,65  

28318854 9201065648086 VACATION - FULL PAY (WORK DAYS) 2 20170103 * 20170104 20180404       90 234,00           692,21  

26633574 8704210509088 VACATION - FULL PAY (WORK DAYS) 10 20170111 * 20170124 20180409       94 359,00        3 619,25  

23495391 9009140641087 VACATION - FULL PAY (WORK DAYS) 5 20170111 * 20170117 20180410     285 648,00        5 478,19  

23466944 8509020227080 VACATION - FULL PAY (WORK DAYS) 2 20170224 * 20170227 20180417     281 418,00        2 158,83  

18679579 6808080008089 VACATION - FULL PAY (WORK DAYS) 2 20170302 * 20170303 20180409     729 792,00        5 598,41  

18795820 6811020378083 VACATION - FULL PAY (WORK DAYS) 2 20170317 * 20170320 20180403     371 277,00        2 848,16  

15753727 6712205644085 VACATION - FULL PAY (WORK DAYS) 5 20170327 * 20170331 20180413     112 812,00        2 163,52  

10329714 5611115114083 VACATION - FULL PAY (WORK DAYS) 9 20170403 ** 20170413 20180417     331 497,00      11 443,47  

21094161 7509151068080 VACATION - FULL PAY (WORK DAYS) 1 20170407 ** 20170407 20180404     317 022,00        1 215,98  

53596579 7406066881089 VACATION - FULL PAY (WORK DAYS) 13 20170410 ** 20170502 20180412     763 128,00      38 051,90  

21604053 8012315789088 VACATION - FULL PAY (WORK DAYS) 2 20170410 ** 20170411 20180419     774 576,00        5 941,96  

23714492 8408020603087 VACATION - FULL PAY (WORK DAYS) 4 20170412 ** 20170419 20180409     289 929,00        4 448,23  

91096014 8707280782089 VACATION - FULL PAY (WORK DAYS) 2 20170424 ** 20170425 20180403     157 491,00        1 208,15  

23521988 8407075974088 VACATION - FULL PAY (WORK DAYS) 1 20170428 ** 20170428 20180410     436 620,00        1 674,71  

22165720 8110140356089 VACATION - FULL PAY (WORK DAYS) 1 20170428 ** 20170428 20180424     355 059,00        1 361,87  

21094161 7509151068080 VACATION - FULL PAY (WORK DAYS) 1 20170428 ** 20170428 20180404     317 022,00        1 215,98  

23466944 8509020227080 VACATION - FULL PAY (WORK DAYS) 1 20170428 ** 20170428 20180417     281 418,00        1 079,41  

14434130 5812235159087 VACATION - FULL PAY (WORK DAYS) 1 20170502 ** 20170502 20180405     157 491,00            604,08  

90636058 5910065869088 VACATION - FULL PAY (WORK DAYS) 1 20170503 ** 20170503 20180413     112 812,00            432,70  

90636058 5910065869088 VACATION - FULL PAY (WORK DAYS) 10 20170515 ** 20170526 20180413     112 812,00        4 327,04  
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16525388 6105045220085 VACATION - FULL PAY (WORK DAYS) 5 20170515 ** 20170519 20180404     233 469,00        4 477,49  

18977201 7509175641086 VACATION - FULL PAY (WORK DAYS) 1 20170517 ** 20170517 20180411     117 966,00            452,47  
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*- Relates to the 2016-17 financial year 
** - Relates to the 2017-18 financial year 

 
Examples of other categories of leave recorded late on PERSAL are included as per the table 
below: 
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PERSAL no.  Leave description Leave – Sub description No. of days leave taken Leave: Start date Leave: End date Date captured on PERSAL 
Annual notch 

R 

10331115 TEMPORARY INCAPACITY LEAVE TEMPORARY INCAPACITY LEAVE: APPROVED 10 20150831 20150911 20180426     891 039,00  

50629697 SICK-FULL PAY (WORKDAYS) LWP PENALISATION AGAINST SICK LEAVE 0,5 20160101 20160101 20180411     186 315,00  

21376611 SICK-FULL PAY (WORKDAYS) LWP PENALISATION AGAINST SICK LEAVE 0,5 20160101 20160101 20180412     106 290,00  

26476339 SICK-FULL PAY (WORKDAYS) LWP PENALISATION AGAINST SICK LEAVE 0,5 20160101 20160101 20180424       94 359,00  

16694406 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 1 20160520 20160520 20180417     382 503,00  

16694406 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 4 20160524 20160527 20180417     382 503,00  

16694406 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 1 20160719 20160719 20180417     382 503,00  

16694406 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 2 20160721 20160722 20180417     382 503,00  

16694406 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 1 20160926 20160926 20180417     382 503,00  

16694406 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 1 20161230 20161230 20180417     382 503,00  

23495391 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 1 20170104 20170104 20180410     285 648,00  

16694406 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 2 20170106 20170109 20180417     382 503,00  

16694406 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 2 20170126 20170127 20180417     382 503,00  

16694406 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 1 20170207 20170207 20180417     382 503,00  

22648283 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 1 20170302 20170302 20180409     101 655,00  

23072903 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 2 20170314 20170315 20180412       91 596,00  

16694406 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 1 20170320 20170320 20180417     382 503,00  

91096014 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 1 20170328 20170328 20180403     157 491,00  

90636058 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 3 20170405 20170407 20180413     112 812,00  

26633574 FAMILY RESPONSIBILITY (WORK DAYS) BIRTH/SICKNESS (WORK DAYS) 3 20170411 20170413 20180409       94 359,00  

16694406 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 2 20170419 20170420 20180417     382 503,00  

23714492 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 1 20170428 20170428 20180409     289 929,00  

27381293 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 4 20170502 20170505 20180404     183 558,00  

26633574 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 1 20170502 20170502 20180409       94 359,00  

90636058 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 3 20170508 20170510 20180413     112 812,00  

10388770 FAMILY RESPONSIBILITY (WORK DAYS) DEATH OF FAMILY MEMBER (WORK DAYS) 2 20170515 20170516 20180405     121 530,00  

26816318 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 9 20170609 20170622 20180423       92 964,00  

22803947 TEMPORARY INCAPACITY LEAVE TEMPORARY INCAPACITY LEAVE: APPROVED 22 20170619 20170718 20180425     443 166,00  

22846379 SICK-FULL PAY (WORKDAYS) SICK-FULL PAY (WORK DAYS) 2 20170626 20170627 20180425     144 021,00  
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Impact  
 

 The leave provision disclosed per the annual financial statements is overstated by 
an amount still to be determined on account of leave taken not captured on 
PERSAL in a timely basis as required; 

 Non-compliance with the requirements of the PSR might further result in leave being 
overpaid during termination of service and leave being taken for which staff are 
possibly not entitled to; and  

 The risk further exists that leave taken might not be recorded at all.  
 
Internal control deficiency 
 
Leadership 

Exercise oversight responsibility regarding financial and performance reporting and compliance as 
well as related internal controls. 

Compliance monitoring with the requirements of the PSR and the MCS was inadequate to ensure 
that all leave was recorded on a timely basis.  

Establish and communicate policies and procedures to enable and support the understanding and 
execution of internal control objectives, processes and responsibilities 

Whilst noting that the leave policy is still in draft and the requirements of the PSA and PSR are 
used in the absence of an approved leave policy, the lack of and approved leave policy does not 
support the understanding and execution of internal control objectives, processes and 
responsibilities. In this regard, management would not be effectively hold staff accountable for 
failure to adequately execute their responsibilities.  

Financial and performance management 

Implement proper record keeping in a timely manner to ensure that complete, relevant and 
accurate information is accessible and available to support financial and performance reporting 

Record keeping controls were lacking to ensure accurate leave balances exist to support complete 
and accurate reporting of leave balances when required during financial reporting.  

Implement controls over daily and monthly processing and reconciling transactions 

Controls on a daily basis are inadequate to detect leave not recorded on PERSAL. 

Recommendation 

We recommend that the department: 

(a) Determine the full extent of annual leave taken within the current and previous financial 
years which was not recorded as required so that the leave provision can be adjusted. 
Evidence in this regard must be provided as evidence; 
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(b) Strengthen compliance monitoring with the requirements of the PSR so that non-
compliance with all requirements applicable are detected by management so that corrective 
action can be taken where applicable; 

(c) Finalise the approval of the leave policy to enable and support the understanding and 
execution of internal control objectives, processes and responsibilities; and  

(d) Improve controls to ensure proper record keeping processes are in place over the daily and 
monthly processing and reconciling of leave transactions. Controls in place to ensure the 
completeness of leave forms submitted for capturing on PERSAL must be strengthened, 
i.e. reconciling of attendance registers to leave forms captured on PERSAL, etc.  
 

Management response 

Management comments on audit finding: 

DAFF does not agree: X DAFF does agree:  
 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree: X DAFF does agree:  
 

Management comments on recommendation: 

DAFF does not agree: X DAFF does agree:  

All three audit findings as listed in the audit report was discussed with the Auditors from 

the Office of AG and a response is appended hereunder:- 

 There was no ―overstated amount‖ on the current (2017/2018) leave provision that 

were disclosed in the financial statements. Approximately 3 138 leave transactions 

that were captured after 31 March 2018 were corrected on the report. The 

reconsolidated amount of the leave liabilities for the 2017/2018 financial year, 

therefore, excludes those back-dated/late transactions. The list received from the AG 

was scrutinised and it was established that R42 054.78 was overstated in the previous 

financial year (2016/2017). This amount represents 0.05% of the amount disclosed, 

which will have no material impact. When the leave liabilities are calculated for 

disclosure in the financial statements only the capped leave and annual leave for the 

current cycle and previous cycle are used, other categories of leave recorded as ―late‖ 

on PERSAL have no impact on the amount disclosed. 

 The main reason for the HRM Units/Registry holding back annual leave forms during 

January to March of a given year for annual leave taken after April arose from a formal 

audit query from the AG‘s Office on the ‗misstatement of liabilities‘. This is resultant 

there from.  

 Leave forms are generally stockpiled at regional offices and sent in batches to the 

office in Pretoria for processing on the PERSAL System. This contributes to the 

differences in the dates of the actual date when the annual leave was taken by the 

employee and when the annual leave is captured on the PERSAL System. 

 Applications for Temporary Incapacity Leave (TIL) have to be adjudicated by the 

Health Risk Manager, SOMA. The turnaround time in the responses from SOMA 

poses a huge challenge insofar as it concerns the turnaround time/responses that are 

received after many months. Hence, the delays in the capturing of TIL applications on 

the PERSAL System. 

 The one case of an employee appointed in December 2017: The leave of the said 

employee could only be captured for the period of the closure of the department during 

the December Festive Season of 2017 in January 2018, in view of the employee not 

accruing an adequate number of days of annual leave at that juncture. 

 In order to comply with 30.2.3.of the Determination and Directive on Leave of Absence 
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in the Public Service Dated January 2018: ―Individual utilisation of leave is 

communicated to employees at the end of each annual leave cycle in respect of 

annual leave cycle‖ all employees who resort under the purview of the Directorate: 

Human Resources Management in Pretoria leave files are audited to establish their 

outstanding annual credits that must be utilised before the 30th of June 2018. This 

exercise has the concomitant result that some applications for leave are not captured 

on time. This is an annual occurrence. 

 The Policy for the Management of Leave in DAFF is currently with the Directorate: 

Employee Relations. 

Action plan: 

The revised Management of Leave policy has been tabled at the Departmental Bargaining 

Chamber (DBC) and awaits approval. 

Implementation 

of Action plan: 

By whom: 

Name: Ms. 

Mashele 

Position: Director: 

 Employee Relations  

When (Date):  

30 September 2018 

Budget required, if 

any: This will be 

addressed through 

the directorate 

operational budget 

 

Reasons for not implementing the action plan within 2 months: 

The finalization of the policy is dependent on the agenda of the DBC. 
(Responsible SMS member) 

Name: Mr. D Shanmugam 

Position: Acting Director: Human Resources Management 

Date: 15 June 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting 

journal entry shall be processed: 

Yes No N/A  

 

 

Auditor’s conclusion 

Management comments in respect of bullet 1 is correct as there is no material overstatement. We 
performed a recalculation and note that the department manually adjusts the PERSAL generated 
report and this was done up to 30 May 2018. All leave related for the 2018 financial year captured 
up to 30 May 2018 would therefore be recorded per the note disclosure. Leave captured after 30 
May 2018 would not be significant given that the majority of leave is captured after 30 days. 
 
The time lag in the capturing of leave is nevertheless a control weakness that needs to be 
addressed urgently by the department. Leave should be captured on PERSAL before the 
employee is on leave. Daily controls in this regard must be strengthened and the practice of stock 
piling leave forms must be reviewed as the risks emanating from this regard are of concern which 
will need to be addressed appropriately. Implementation of the recommendation related to leave 
management will be followed up during the 2018-19 audit. Note that the finding will be reported in 
the Management report as other important matters.   
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Procurement and contract management   
 

22. Non-compliance with requirements of section 64(1), (2) and (3) of the PFMA – COMAF 20.1 

 

Audit finding 

 
In terms of section 64 of the PFMA (Executive directives having financial implications): 
  

(1)  Any directive by an executive authority of a department to the accounting officer of 
the department having financial implications for the department must be in 
writing. 

 
(2)  If implementation of the directive is likely to result in unauthorised expenditure, the 

accounting officer will be responsible for any resulting unauthorised expenditure 
unless the accounting officer has informed the executive authority in writing of the 
likelihood of that unauthorised expenditure. 

 
(3)  Any decision of the executive authority to proceed with the implementation of the 

directive, and the reasons for the decision, must be in writing, and the accounting 
officer must promptly file a copy of this document with the National Treasury and the 
Auditor-General, and if a provincial department is involved, also with the relevant 
provincial treasury. 

  
According to our colleagues auditing the MLRF and inspection of the Portfolio Committee minutes 
(https://pmg.org.za/committee-question/8951/), the following consultants were appointed by the 
Minister of DAFF: 
  

1.      B Xulu and Partners: Legal fees for FRAP, Wiljaro and Bengis R23,264,302 
2.      Thulani Jospeph Sithole: Legal fees for FRAP appeals   R1,769,592; 
3.      George Mukundi Wachira: Legal fees for FRAP appeals   R1,922,744; and  
4.      Advocate PM Matshulana: Legal fees for FRAP appeals   R1,888,626 

  
In order to determine compliance with the requirements of section 64(1), (2) and (3) of the PFMA, 
we requested evidence with requirements with the necessary directives of the PFMA. There was 
however no response received from management and as a result we were unable to determine 
compliance with the requirements of section 64(1), 64(1), (2) and (3) of the PFMA.  
 
Impact  
 
It must be noted that the consultants mentioned above were not paid by the department but by the 
MLRF, a schedule 3A public entity for which the Director-General is the Accounting Officer. 
Irregular expenditure is therefore understated for the MLRF and not the department as there was 
no expenditure incurred by the department. There is nevertheless non-compliance with the 
requirements of section 64(1), (2) and (3) of the PFMA.  
 
  

https://pmg.org.za/committee-question/8951/
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Internal control deficiency 
 
Leadership 

Exercise oversight responsibility regarding financial and performance reporting and compliance as 
well as related internal controls. 

Compliance monitoring with the requirements of requirements of section 64(1), (2) and (3) of the 
PFMA was inadequate resulting in material non-compliance with the PFMA and irregular 
expenditure being incurred by the MLRF.  

Establish and communicate policies and procedures to enable and support the understanding and 
execution of internal control objectives, processes and responsibilities 

There are no policies and procedures that exist regarding compliance with the requirements of 
section 64 of the PFMA and therefore management would not be effectively be able to hold staff 
accountable for failure to adequately execute their responsibilities.  

Recommendation 

We recommend that the department: 

(a) Implement controls to strengthen compliance monitoring with the requirements of the PFMA 
which should include section 64(1), (2) and (3) of the PFMA; and  

(b) Determine whether the policies and procedures presently in place are adequate to address 
compliance with the PFMA particularly with regard to matters impacting public entities of 
the department such as the MLRF.  

 

Management response 

Management comment on audit finding: 

Management comment on internal control deficiencies (if the department disagrees please 
provide the correct root cause for the finding):  

Management comment on recommendation: 

 

Name:  

Position:  
Date: 

Auditor’s conclusion 

 
Management comments outstanding as at 25 July 2018. 
  
As indicated as per the finding, the consultants mentioned were not paid by the department but by 
the MLRF, a schedule 3A public entity for which the Director-General is the Accounting Officer.  
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Irregular expenditure is therefore understated for the MLRF and not the department as there was 
no expenditure incurred by the department. There is nevertheless non-compliance with the 
requirements of section 64(1), (2) and (3) of the PFMA. Risk emanating was shared with the 
auditors of the MLRF. 
  
Compliance monitoring with the requirements of section 64(1), (2) and (3) of the PFMA must be 
strengthened to ensure non-compliance is prevented and detected. NT must also be consulted in 
order to ensure future transactions where deviation takes place is appropriately approved.  
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23. Understatement of irregular expenditure in respect of payments made to Advocate Memani as 
Ministry legal advisor – COMAF 20.2 

 

Audit finding 

 
In terms of section 64 of the PFMA (Executive directives having financial implications): 
  

(1)  Any directive by an executive authority of a department to the accounting officer of 
the department having financial implications for the department must be in 
writing. 

 
(2)  If implementation of the directive is likely to result in unauthorised expenditure, the 

accounting officer will be responsible for any resulting unauthorised expenditure 
unless the accounting officer has informed the executive authority in writing of the 
likelihood of that unauthorised expenditure. 

 
(3)  Any decision of the executive authority to proceed with the implementation of the 

directive, and the reasons for the decision, must be in writing, and the accounting 
officer must promptly file a copy of this document with the National Treasury and the 
Auditor-General, and if a provincial department is involved, also with the relevant 
provincial treasury. 

  
The following are the requirements of the Treasury Regulations: 
 
16A6.1: Procurement of goods and services, either by way of quotations or through a 

competitive bidding process must be within the threshold values determined by 
National Treasury.  

 
16A6.4: If in a specific case it is impractical to invite competitive bids, the accounting officer 

may procure the required goods or services by other means, provided that the 
reasons for deviating from inviting competitive bids must be recorded and approved 
by the accounting officer. 

 
In terms of practice note 6 of 2007-08, this provision is intended for cases of emergency where 
immediate action is necessary or if the goods and services required are produced or available from 
sole service providers. 
 
Paragraph 8.1 of Treasury Instruction 3 of 2016-17 clarify this requirement further by stating, ―The 
Accounting Officer/ Accounting Authority must only deviate from inviting competitive bids in cases 
of emergency and sole supplier status‖. Paragraph 8.5. of the instruction provides that any other 
deviation will be allowed in exceptional cases subject to the prior written approval from the relevant 
treasury (national or provincial). 
 
The Constitution and the PFMA requires that a procurement system must be fair, competitive, cost 
effective, transparent and equitable. Therefore, the role of the relevant treasury must be to 
strengthen the SCM system towards these pillars and the relevant treasury must not be used to 
undermine the SCM system.  
 
The Treasury Instruction provides for relevant treasury approval in exceptional cases. This means 
that the deviation must be based on justifiable reasons and should not be used to undermine the 
SCM system.  
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We noted that the following payments were made to Advocate N Memani totalling R369,682 in 
respect of the following payment numbers: 
  

1.      Payment no. 2421951 – R135,681.61 

2.      Payment no. 2421954 – R36,000.00; 
3.      Payment no. 2400839 – R126,000.00; and  
4.      Payment no. 2414673 – R72,000.00 

  
We noted as per the memorandum entitled, Appointment of Advocate Memani as Ministry Legal 
Advisor signed by the Minister on 03 January 2017 attached to payment number 2414673 
addressed to Advocate Memani, the Minister indicated the following: 
 

 Due to the litigations I have faced as Minister of DAFF, I am in urgent need of legal advice 
of certain matters going forward, as and when the need arises. 

  These services would be based on the work you are already doing in the department. I 
propose that the terms of our engagement must be written format to give clear and 
unambiguous services to my office as opposed to the work you have already engaged in 
the department. 

 Upon your confirmation of this appointment, the terms of your advisory role will be signed 
by yourself and my Chief of Staff. 

 
In order to determine compliance with the requirements of section 64 of the PFMA, Treasury 
Regulation 16A6.1, 16A6.4 and TR16A3.2(a) "fairness", Treasury Instruction 4A of 2016/17, and 
the relevant Treasury Instruction notes on deviations, we requested the following:   
  

1.      Contract entered into between the department and Advocate N Memani; 
2.      Quotations to procure the services of Advocate N Memani; 
3.      Deviations submitted to National Treasury if no quotations were requested; 
4.      Responses received from National Treasury in respect of no. 3 above, and  
5.      Evidence of compliance with the requirements of section 64 of the PFMA (Executive 

directives having financial implications). 
 
There was however no response received from management and as a result we were unable to 
determine compliance with section 64 PFMA, Treasury Regulation 16A6.1, 16A6.4 and 
TR16A3.2(a) "fairness", Treasury Instruction 4A of 2016/17, and the relevant Treasury Instruction 
notes on deviations. 
 
Impact  
 
Irregular expenditure is therefore understated in respect of all payments made to Advocate 
Memani on account of material non-compliance with the Treasury Regulation 16A6.1, 16A6.4 and 
TR16A3.2(a) "fairness", Treasury Instruction 4A of 2016/17 (Quotations were obtained from 
suppliers that are registered in the prospective supplier‘s list or NT‘s central supplier database, if 
not, the providers meet the listing criteria in the SCM policy), and the relevant Treasury Instruction 
notes on deviations. 
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Internal control deficiency 
 
Leadership 

Exercise oversight responsibility regarding financial and performance reporting and compliance as 
well as related internal controls. 

Compliance monitoring with the requirements of requirements of section 64 of the PFMA, Treasury 
Regulation 16A6.1, 16A6.4 and TR16A3.2(a) "fairness", Treasury Instruction 4A of 2016/17 
(Quotations were obtained from suppliers that are registered in the prospective supplier‘s list or 
NT‘s central supplier database, if not, the providers meet the listing criteria in the SCM policy), and 
the relevant Treasury Instruction notes on deviations was inadequate resulting in material non-
compliance with the PFMA, Treasury Regulations and Treasury Instruction notes.  

Establish and communicate policies and procedures to enable and support the understanding and 
execution of internal control objectives, processes and responsibilities 

There are no policies and procedures that exist regarding compliance with the requirements of 
section 64 of the PFMA and therefore management would not be effectively be able to hold staff 
accountable for failure to adequately execute their responsibilities.  

Recommendation 

We recommend that the department: 

(a) Disclose all payments to Advocate Memani as irregular expenditure under investigation;  
(b) Implement controls to strengthen compliance monitoring with the requirements of the PFMA 

which should include section 64 PFMA, Treasury Regulation 16A6.1, 16A6.4 and 
TR16A3.2(a) "fairness", Treasury Instruction 4A of 2016/17, and the relevant Treasury 
Instruction notes on deviations; and  

(c) Determine whether the policies and procedures presently in place are adequate to address 
compliance with the PFMA particularly with regard to matters such as section 64 of the 
PFMA.  

Management response 

Management comment on audit finding: 

Management comment on internal control deficiencies (if the department disagrees please 
provide the correct root cause for the finding):  

Management comment on recommendation: 

 
Name:  
Position:  
Date: 
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Auditor’s conclusion 
 
Management comments outstanding as at 25 July 2018. 
  
We nevertheless note that there was an adjustment to the irregular expenditure in respect of all 
payments to Advocate Memani amounting to R369,682. The amount adjusted is complete as we 
could not obtain additional payments to Advocate Memani. or any other legal costs incurred which 
was in favour of the State Attorney.  
  
The department must implement controls in order to strengthen compliance monitoring thereby 
preventing and detecting non-compliance before payments are incurred or contracts signed. 
Follow-up in this regard will be performed during the 2018-19 audit.  
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24. Non-submission of SDB 4 declaration forms in respect of suppliers appointed via deviation - 
COMAF 28 

 

Audit finding 

 
The following are the requirements of National Treasury Practice note 07 of 2009/2010: Supply 
chain management: Declaration of interest: Amendment and augmentation of standard bidding 
document (SBD 4)  
 

       4.1.2:  With effect from the date on which this practice note takes effect, accounting officers and 
accounting authorities are required to utilize the attached revised SBD 4 when inviting 
price quotations, advertised competitive bids, limited bids or proposals. This   SBD 4 
should be used with minimum changes that are necessary to address contract and 
project specific issues. The accounting officer or accounting authority must take all 
reasonable steps to prevent abuse of the supply chain management system. 

 
We noted that the SBD 4 declaration of interest was not submitted in respect of suppliers where 
there were deviations approved by National Treasury. The department therefore did not have the 
necessary assurance regarding whether the supplier or any person connected with the supplier 
is/are employed by the state and whether the supplier, or any person connected with the supplier, 
may have any relationship (family, friend, other) with a person employed by the state and who may 
be involved with the evaluation and or adjudication of the deviation. Instances in this regard are 
noted as per the table below:  
 
Supplier name Total value of 

the award 
R 

Auditor comments 

Fruit South Africa 17 000 000 The SBD 4 submitted was signed on the 14/06/2018 after the 
payment date of 15/03/2018, meaning that the SBD 4 was not 
submitted before the order was issued. 
 
Irregular expenditure if interest was identified. No interest was 
identified via AGSA data analytics. 

Industrial Development Corporation 15 250 000 Irregular expenditure if interest was identified. No interest was 
identified via the AGSA data analytics. 

South African Bureau of Standards  20 000 000 Irregular expenditure if interest was identified. No interest was 
identified via the AGSA data analytics. 

Statistics SA 241 000 000 Irregular expenditure if interest was identified. No interest was 
identified via the AGSA data analytics. 

Statistics SA 68 195 000 Irregular expenditure if interest was identified. No interest was 
identified via the AGSA data analytics. 

 361 445 000  

 
Impact  
 
There would have been irregular expenditure incurred by the department if interest was identified, 
however no interest was identified via the AGSA data analytics and therefore only non-compliance 
was noted with regard to the requirements of National Treasury Practice note 07 of 2009/2010. 
 
Control deficiency 
 
Compliance with applicable laws and regulations were not reviewed and monitored. 
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Non-compliance with the National Treasury Practice note 07 of 2009/2010 took place on account 
of declarations form (SBD 4) not being submitted by suppliers appointed via deviations. This was 
as a result of deficiencies in compliance monitoring.  
 
Recommendation 

We recommend that the department improve compliance monitoring with all the relevant SCM 
requirements. The latter should include submission of SBD 4 declaration of interest by suppliers 
appointed via deviations approved by National Treasury. Failure to do so might result in irregular 
expenditure incurred by the department particularly if interest was identified not being detected.  

Management response 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

 

Noted that the SBD 4 will be obtained for all deviations approved by the National Treasury.  

 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

 

These deviations are applicable to public entities and therefore conflict of interest should not be 

applicable as these requests are approved via the deviation process. 

 

However, the department will request SBD4 forms when requested before an order is issued for all 

deviations approved by the National Treasury. 

 

 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: x 

 

The recommendation will be implemented for all deviations approved by the National Treasury. 

 

Action plan: 

 

SBD 4 forms will be obtained before an order is issued. 

 

 

Implementation 

of Action plan: 

By whom  

Name: Ms. Goodness Shange 

Position: Deputy Director 

When (Date): (may 

not be longer than 2 

months after the finding 

was raised) 

All new requests 

Budget 

required, if any: 

No 

Reasons for not implementing the action plan within 2 months: 

 
(Responsible SMS member) 

Name: Roewyn Danster 

Position: Director 

Date: 9 July 2018 

Comments provided by the Office of the CFO: 
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If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 

entry shall be processed: 

Yes No N/A  

 

 

Auditor’s conclusion 

 
Management agrees with the recommendation. We take note that some of the deviations were in 
respect of other public entities for which SBD 4 declarations were not obtained. It is however still 
necessary to obtain the SBD4 declarations to detect possible conflicts that may exist even in 
regard of deviations. We take note that there was no conflict of interests noted per our data 
analytics and therefore no irregular expenditure was identified. Implementation of action plan will 
be followed up during the 2019 audit. 
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25. Supplier (Mearnsii Training Centre) failed to declare relationship with an employee in 
the service of the Department of Agriculture, Forestry and Fisheries on the SBD 4 
form – COMAF 12 

 

Audit finding 

 
The following are the requirements of Treasury Regulations 16A9: Avoiding abuse of supply chain 
management system: 
 
16A9.1:  The accounting officer or accounting authority must take all reasonable steps to 

prevent abuse of the supply chain management system; 
 

 Investigate any allegations against an official or other role player of 
corruption, improper conduct or failure to comply with the supply chain 
management system, and when justified. 

 Take steps against such official or other role player and inform the relevant 
treasury of such steps; and 

 Report any conduct that may constitute an offence to the South African 
Police Service; 

 Reject a proposal for the award of a contract if the recommended bidder has 
committed a corrupt or fraudulent act in competing for the particular contract; 
or 

 Cancel a contract awarded to a supplier of goods or services  
 

If the supplier committed any corrupt or fraudulent act during the bidding process or 
the execution of that contract; or 

 
If any official or other role player committed any corrupt or fraudulent act during the 
bidding process or the execution of that contract that benefited that supplier. 

 
16A9.2:  The accounting officer or accounting authority may disregard the bid of any bidder if 

that bidder, or any of its directors  
 

Have abused the institution‘s supply chain management system 
Have committed fraud or any other improper conduct in relation to such system; or 
Have failed to perform on any previous contract; and 
Must inform the relevant treasury of any action taken. 

 
During the review of close family relationship of persons in service of the department doing 
business with the department using the PERSAL and the CIPC database, we noted an instance 
where a supplier (Mearnsii Training Centre) failed to declare their relationship (spouse) with an 
employee in the service of the department per the SBD 4 declaration as per the table below: 
 
Supplier 
name 

CIPC entity no. Director of the 
Mearnsii 
Training Centre 
RSA ID no. 

DAFF 
employee 
PERSAL 
no. 

DAFF employee 
RSA ID no.  

DAFF 
employee job 
title 

Total award 
amount 

Mearnsii 
Training 
Centre 

B2006/000571/23 7001205326086 26647010 8305180554086 Assistant 
director: 
Forestry 
Development 

R459 170 
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Impact  
 
The risk exits that there might have been an undue influence in the awarding of the quotations 
amounting to R459,170 on account of the close family relationship that exist that was not declared 
by the supplier when submitting the SBD4 declaration. This will however need to be investigated 
and a determination made in respect to irregular expenditure. Furthermore, the supplier was 
unethical in submitting a false declaration, the reasons in this regard will need to be investigated.  
 
Cause 
 
The supplier submitted a false declaration per the SBD4 declaration that could not be verified on 
account of reliance being placed by the department on what is submitted and there being no 
integrated system available that links PERSAL, CIPC, LOGIS, etc. in order to verify instances that 
needs further investigation. This is nevertheless a transversal issue across all departments and 
public entities.  

 
Recommendation 

We recommend that the department: 

a) Investigate and provide evidence whether the employee whose close family member 
(spouse): (i) participated in the award; and (ii) had an undue influence in the award of in 
order to ensure consequence management processes are initiated if so necessitated. 
Evidence of the investigation must be provided for follow-up during the 2018-19 audit of the 
department; and  

b) Investigate the reasons for the false declarations being submitted by the supplier so that 
the necessary action can be taken as required in terms of Treasury Regulation: 16A9.1 and 
16A9.12 if so necessitated. Evidence of the investigation must be provided for follow-up 
during the 2018-19 audit of the department. 

 

Management response 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: x 

This case will be referred to the Directorate:  Risk Management and Investigations to investigate if 
any process has been violated. 
 
The supplier indicated on the SBD 4 that there is no person connected with the bidder that is 
presently employed by the state. 
 
There is currently no system available that can link PERSAL, CIPRO and the Department of Home 
Affairs to verify spouses and family members of officials. 
 
It has also been confirmed by the Departmental PERSAL system controller that it is not possible to 
obtain information from PERSAL that link family member‘s identification to employee‘s information. 
 
The only possible process is if the AG can share the system that they are using to verify this kind 
of information. 
 

Management comments on internal control deficiencies/root causes: 
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DAFF does not agree:  DAFF does agree: X 

Agree with the AG that there is no integrated system in government available that can link 
PERSAL, CIPRO, and LOGIS. 
 
It will therefore not be possible to detect family connections if suppliers do not declare it on the 
SBD 4 form. 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 

This case will be referred to the Directorate: Risk Management and Investigations to investigate 
this matter as per the recommendations by the AG.  

Action plan: 
This case will be referred to the Directorate: Risk Management and Investigations to investigate 
this matter as per the recommendations by the AG.  
 
Once the investigation is finalized the report will be submitted to the AG. 

Implementation of 
Action plan: 

By whom  
Name: Ms. L Pike  
Position: Director: Risk 
Management and 
Investigations. 

When (Date): 31 
August 2018 

Budget required, if 
any: 
 

Reasons for not implementing the action plan within 2 months: 
N/A 
(Responsible SMS member) 

Name: Mr. RK Danster 
Position: Director: SCM 
Date: 5 June 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 
entry shall be processed: 

Yes 
 

No 
 

N/A  
 

 

Auditor’s conclusion 

Management comments are noted. It must be noted that given the current capacity at 
Investigations and Risk, investigation of the matters reported might not take place as intended. 
This might then be a reportable issue during the 2018-19 audit in respect of consequence 
management. It is necessary that the department address the latter and ensure that matters that 
require capacity are addressed to ensure the required investigation do indeed take place. 
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26. Remunerative work outside the employment of the department and employee’s 
disclosure of interest to the department – COMAF 14 

 

Audit finding 

 
Approval obtained for remunerative work outside the employment of the department  
 
In terms of section 30(1) of the Public Service Act (PSA): 
 

No employee shall perform or engage him or herself to perform remunerative work outside 
his or her employment in the relevant department, except with the written permission of the 
executive authority of the department. 

  
In terms of section 31(1)(a) of the PSA: 
  

If any remuneration, allowance or other reward (other than remuneration contemplated in 
section 38(1) or (3)), is received by an employee in connection with the performance of his 
or her work in the public service otherwise than in accordance with this Act or a 
determination by or directive of the Minister, or is received contrary to section 30, that 
employee shall, subject to subparagraph, pay into revenue: 

  
(a) an amount equal to the amount of any such remuneration, allowance or reward; or  
(b) if it does not consist of money, the value thereof as determined by the head of the 

department in which he or she was employed, at the time of the receipt thereof.  
  

If the employee fails to so pay into revenue the amount or value, the said head of 
department shall recover it from him or her by way of legal proceedings and pay it into 
revenue. 

  
In terms of chapter 3, section C.1. of the Public Services Regulations (PSR): 
 

Every designated employee shall, not later than 30 April of each year, disclose to the 
relevant executing authority, on the form determined for this purpose by the Commission, 
particulars of all her or his registrable interests in respect of the period 1 April of the 
previous year to 31 March of the year in question.  

  
Employees disclosure of interest to the department  
 
In terms of Public Service Regulations (PSR) 18:  
 

SMS members, except for a head of department shall, not later than 30 April of each year, 
disclose to the relevant head of department, in a form prescribed for this purpose by the 
Minister, particulars of all his or her interests in respect of the period 1 April of the previous 
year to 31 March of the year in question. 
 
A head of department shall, not later than 30 April of each year, disclose to the relevant 
executive authority, in the form prescribed for this purpose by the Minister, particulars of all 
his or her interests in respect of the period 1 April of the previous year to 31 March of the 
year in question. 
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Any other designated employee not contemplated in subregulations above shall submit to 
the relevant head of department, on a date and form directed by the Minister, particulars of 
all his or her interests for the period as may be directed by the Minister. 
 
Any person who assumes duty as a designated employee on or after 1 April in a year shall 
make such disclosure within 30 days after assumption of duty in respect of the period from 
1 April to date of disclosure. 
 
The head of department or executive authority, as the case may be, shall ensure that the 
disclosure of interests by designated employees is submitted electronically to the 
Commission or the relevant authority as may be directed by the Minister. 

 
An executive authority shall submit to the Commission a copy of the form submitted to the 
executive authority in terms of— 

(a) subregulation (2) not later than 31 May of the year in question; or 
(b) subregulation (4), in so far as it relates to a head of department, not later than 30 

days after it has been so submitted. 
 

A head of department shall submit to the Commission a copy of the form submitted to the 
head of department by a member of the SMS in terms of: 

(a) subregulation (1) not later than 31 May of the year in question; or 
(b) subregulation (4), in so far as it relates to a member of the SMS, excluding a head 

of department, not later than 30 days after it has been so submitted. 
 
Employees conducting business with an organ of state 
 
In terms of Public Service Regulations 13(c):  
 

An employee shall not conduct business with any organ of state or be a director of a public 
or private company conducting business with an organ of state, unless such employee is in 
an official capacity a director of a company listed in schedule 2 and 3 of the Public Finance 
Management Act 

 
The following employees as per the table below performed or engaged themselves in performing 
remunerative work outside their employment in the department without approval from the Minister 
of the department, and or failed to declare their interest to conduct business with an organ of state: 
 
Persal no. Employee job 

title 
Supplier name Supplier 

department 
Total payments 
made to supplier 

Auditors 
comments 

15544656 Resource 
conservation 
clerk 

Luxurious 
guesthouse 

NC: Health R4 160 The employee 
requested approval 
to perform 
remunerative work 
outside the employ 
of the department 
on the 13th of 
February 2017. 
The latter was 
approved by the 
Acting Chief 
Director: Natural 
Resources 
Management on 
the 04 May 2017. 
There was however 
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Persal no. Employee job 
title 

Supplier name Supplier 
department 

Total payments 
made to supplier 

Auditors 
comments 

no declaration of  
interest to conduct 
business with an 
organ of state 

27379337 Senior Technical 
Information 
Officer 

Bahanawa 
primary co-
operative 

LP: Agriculture R3 000 No approval from 
the Minister to 
perform 
remunerative work 
outside 
employment in the 
department and 
failed to declare 
interest to conduct 
business with an 
organ of state as 
required. 

23651717 Occupational 
Health and 
Safety 
Coordinator 

Nanaso trading 
and projects 

GP: Health R226 196.46 

28301846 Senior 
Administration 
Clerk 

TMCU NAT: 
Correctional 
Services 

R9 600 

83448527 Senior 
Administration 
Clerk 

The Jaimat  GP: Health R28 515 

15401146 Security Guard Nsaseni primary 
agric co-
operation Ltd 

KZ: Agri 
Environment 
Affair & Rural 
Development 

R31 319 

    R302 790  

 
Impact  
 
The non-compliance with the requirements of the PSR and PSA with regard to declaration for 
doing business with other state organs and the performance of additional remunerative work 
outside the employment of the department might hamper employees in fulfilling their duties and 
responsibilities within the department on account of commitments to personal business interest. A 
possibility of conflict of interest might also exist in the event that suppliers with which employees 
have an interest do business with the department.  
 
Cause  
 
Non-compliance with the PSA and PSR took place on account of false declarations by employees 
and or failure to declare remunerative work and business with other state organs by employees of 
the department. False declarations by employees could furthermore not be verified by the 
department on account of reliance being placed by the department on what is submitted by 
employees and there being no integrated system available that links PERSAL, CIPC, LOGIS, etc. 
in order to verify instances that needs further investigation. This is nevertheless a transversal issue 
across all departments and public entities.  
 
Control deficiency 
 
Compliance with applicable laws and regulations were not reviewed and monitored. 
 
Management issued warning letters to the employees previously identified as having performing or 
engaging themselves in remunerative work outside their employment of the department and or 
doing business with other state organs, however the matter still reoccurred with different 
employees during the current financial year. 

 
 

Recommendation 
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We recommend that the department: 

(a) Improve controls in detecting false and incomplete declarations by employees by 
performing an annual search per the Companies and Intellectual Property Commission 
(CIPC) database and comparing the results against declarations submitted by employees. 
Exceptions noted in this regard should be further investigated; 

(b) Employees identified during the audit should be investigated to determine reasons for false 
and or incomplete declarations in order for them to be subjected to consequence 
management processes within the department such as a disciplinary hearing in terms of the 
Public Service Coordinating Bargaining Council (PSBC) Resolution No.1 of 2003 
(Disciplinary Code and Procedures) if so necessitated;  

(c) Issue a circular to all staff as a reminder with regard to the requirements of section 30(1), of 
section 31(1)(a) of the PSA, of chapter 3, section C.1. of the PSR, etc. and the 
consequence management processes in place within the department to address matters of 
non-compliance as a deterrent to prevent future non-compliance by staff; and 

(d) Investigate and determine the applicability of section 31(1)(a) of the PSA for an amount 
equal to the amount of such remuneration received by the employee in connection with the 
performance of such unapproved work be recovered from the employee and be paid into 
revenue, if not, the department should recover the amount through legal proceedings. 
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Management response 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

 
 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

 
 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: x 

 
 

Action plan: 
 
a) The department will apply for access to the CIPC database so that it is able to do an annual 

verification. 
b) A circular will be issued to the officials reminding them of the process that they need to follow 

when intending to do remunerative work outside the employment of the department. 
 
Management is unable to agree with recommendations C and D, because they require capacity 
which the responsible Directorate does not have. Currently the Director: Risk Management and 
Investigations (RMI) is working alone and there is a moratorium on filling of vacancies. 

Implementation 
of Action plan: 

By whom  
Name:  Ms. L Pike  
Position: Director: RMI 

When (Date): (may not be 

longer than 2 months after the 
finding was raised) 

November 2018 

Budget required, if 
any: 
 

Reasons for not implementing the action plan within 2 months: 
Human capacity constraints within the responsible Directorate: Risk Management and Investigations. 
(Responsible SMS member) 

Name: Ms. L Pike  
Position: Director: RMI 
Date: 11 June 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal entry shall 
be processed: 

Yes 
 

No 
 

N/A  
 

 
Auditor’s conclusion 

Management comments are noted. It must be noted that given the current capacity at 
Investigations and Risk, investigation of the matters reported might not take place as intended. 
This might then be a reportable issue during the 2018-19 audit in respect of consequence 
management. It is necessary that the department address the latter and ensure that matters that 
require capacity are addressed to ensure the required investigation do indeed take place. 
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27. Suppliers failed to declare their relationship with employees in the service of other 
state institutions on the SBD 4 form – COMAF 23 

 

Audit finding 

 
The following are the requirements of Treasury Regulations 16A9: Avoiding abuse of supply chain 
management system: 
 
16A9.1:  The accounting officer or accounting authority must take all reasonable steps to 

prevent abuse of the supply chain management system; 
 

 Investigate any allegations against an official or other role player of 
corruption, improper conduct or failure to comply with the supply chain 
management system, and when justified. 

 Take steps against such official or other role player and inform the relevant 
treasury of such steps; and 

 Report any conduct that may constitute an offence to the South African 
Police Service; 

 Reject a proposal for the award of a contract if the recommended bidder has 
committed a corrupt or fraudulent act in competing for the particular contract; 
or 

 Cancel a contract awarded to a supplier of goods or services  
 

If the supplier committed any corrupt or fraudulent act during the bidding process or 
the execution of that contract; or 

 
If any official or other role player committed any corrupt or fraudulent act during the 
bidding process or the execution of that contract that benefited that supplier. 

 
16A9.2:  The accounting officer or accounting authority may disregard the bid of any bidder if 

that bidder, or any of its directors  
 

Have abused the institution‘s supply chain management system 
Have committed fraud or any other improper conduct in relation to such system; or 
Have failed to perform on any previous contract; and 
Must inform the relevant treasury of any action taken. 

 

As per National Treasury Practice note 07 of 2009-10, ―National Treasury issued a standard 
bidding document (SBD 4) ―Declaration of Interest‖ on 5 December 2003 as part of Supply Chain 
Management (SCM) Practice Note Number SCM 1 of 2003. In terms of this document, accounting 
officers and accounting authorities are required to customize and utilize the form as part of their 
bidding documents so that bidders or their authorized representatives could declare their position 
in relation to any person employed by the principal institution.‖ 
 

During the review of employees in the service of other state institutions doing business with the 
department using the PERSAL and the CIPC database, we noted instances where suppliers failed 
to declare their relationship with employees in the service of other state institutions per the SBD 4 
declaration as per the table below: 
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State employee ID 
no. 

State institution where employed Supplier name Total award 
amount 
R 

6909035155080 South African National Parks Southern Cape Fire Protection AS 79 947.68 

7310225862081 Tshwane Metropolitan Municipality Intellicomp 39 8406 

7601235702089 Mogale City Local Municipality Bileni Tech Solutions (Pty) Ltd 192 067.02 

7806295482080 Mogale City Local Municipality Bileni Tech Solutions (Pty) Ltd 192 067.02 

8107170452085 Rand Water Board Karmas maintenance and projects 9 739.00 

8105115815085 Competition Commission Reumoa trading and projects  81 677.00 

7103125380084 South African Broadcasting 
Corporation 

Tetelo consulting 38 963.84 

8106260665085 Commission for Conciliation 
Mediation and Arbitration  

Bomojaletlotlo 36 166.65 

8007165440089 South African Police Boitshepokopano trading and 
construction 

21 330.00 

8711095226084 Department of Defence Azangani trading and projects 6 500.00 

 
Impact  
 
Although the risk is minimised with regard to employees in the service of other state institutions 
having an undue influence in the awarding of the quotations, the submission of false SBD4 
declarations i.e. suppliers not declaring their relationships with employees in the service of other 
state institutions will need to be investigated as the suppliers were unethical.  
 
Cause 
 
The suppliers submitted false SBD4 declarations that could not be verified by the department on 
account of reliance being placed on what is submitted and there being no integrated system 
available that links PERSAL, CIPC, LOGIS, etc. in order to verify instances that needs further 
investigation. This is nevertheless a transversal issue across all departments and public entities.  

 
Recommendation 

We recommend that the department: 

a) Investigate and provide evidence that suppliers which submitted false SBD 4 declarations 
where relationship with employees in the service of other state institutions were not 
declared were investigated in order to ensure consequence management processes are 
initiated if so necessitated. Evidence of the investigation must be provided for follow-up 
during the 2018-19 audit of the department; and  

b) Investigate the reasons for the false declarations being submitted by the suppliers so that 
the necessary action can be taken as required in terms of Treasury Regulation: 16A9.1 and 
16A9.12 if so necessitated. Evidence of the investigation must be provided for follow-up 
during the 2018-19 audit of the department. 
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Management response 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

 
These cases will be referred to the Directorate: Risk Management and Investigations to investigate 
as per the above recommendations. 
 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

 
The department cannot verify the employment of officials at other departments, as there is no 
integrated system between LOGIS, BAS, PERSAL, CIPC, Department of Home Affairs and other 
institutions. 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: x 

 
The cases identified will be referred to the Directorate: Risk Management and Investigations (RMI) 
to comply with the recommendations of this finding. 

Action plan:  
 
The audit finding will be referred to the Director: RMI to institute an investigation. 

Implementation 
of Action plan: 

By whom  
Name: Ms. Pike 
Position: Director RMI 

When (Date): (may not 

be longer than 2 months after 
the finding was raised) 

31 December 2018 

Budget required, if 
any: 
N/A 

Reasons for not implementing the action plan within 2 months: 
Capacity constraints. 
(Responsible SMS member) 

Name: Mr. RK Danster 
Position: Director: Supply Chain Management 
Date: 25 June 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 
entry shall be processed: 

Yes 
 

No 
 

N/A  
 

 

Auditor’s conclusion 

Management comments are noted. It must be noted that given the current capacity at 
Investigations and Risk, investigation of the matters reported might not take place as intended. 
This might then be a reportable issue during the 2018-19 audit in respect of consequence 
management. It is necessary that the department address the latter and ensure that matters that 
require capacity are addressed to ensure the required investigation do indeed take place. 
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Governance  
 

28. Non-compliance noted in risk management activities of the department – COMAF 11 
 

Audit finding 

In terms of section 38(1)(a)(i) of the PFMA, ―The accounting officer for a department, must ensure 
that that department, has and maintains effective, efficient and transparent systems of financial 
and risk management and internal control‖. 

In terms of Treasury Regulation 3.2.1, ―The accounting officer must facilitate a risk assessment to 
determine the material risks to which the institution may be exposed and to evaluate the strategy 
for managing these risks. Such a strategy must include a fraud prevention plan. The strategy must 
be used to direct internal audit effort and priority, and to determine the skills required to manage 
these risks‖. 

The risk management charter of the department, paragraph 10 states the following:  

 The committee shall meet at least four times per annum.  

 The chairperson of the committee or a majority of the permanent members of the 
committee may convene additional meetings as circumstances may dictate. 

 The secretariat of the committee shall forward the notice of each meeting of the Committee 
to all members (including all required preparation documents) no later than ten (10) working 
days prior to the date of the meeting. 

The risk management charter of the department, paragraph 4 state the following: 

 Attendance of all the risk owners Deputy Director Generals (DDG‘s) is compulsory, 
because they are required to provide the RMC with progress on management of their risks. 

 In an instance where the risk owner cannot attend, an approval needs be granted by the 
accounting officer to send a representative. 

 A representative sent by the risk owner is expected to present a report on management of 
risks to the RMC. 

The following was noted during the risk assessment at the department: 

 RMC meetings were not held at least four times per year as required by the RMC Charter. 
Only the minutes for the meeting held on 17 August 2017 could be provided. 

 By inspection of the minutes of the RMC held on 17 August 2017 and the attendance 
register, it was noted that not all risk owners i.e. the DDG‘s attended the RMC meeting.  
This however, led to the following questions being posed per the minutes of the meeting:  

o Is the non-attendance of DDGs not perhaps the reason why the required four 
meetings did not take place? 

o Is it a matter that the RMC meetings are not regarded as important? 

We furthermore noted as per Internal Audit Report number TM-Q1-MA-02 entitled risk 
management and investigation indicated additional matters related to risk management with regard 
to the above as well as additional other matters related to risk management.  
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Impact  
 

 The risk register developed might not be relevant and complete in order to adequately 
direct the efforts of internal audit as required in terms of Treasury Regulation 3.2.1. 

 Critical issues around risk management activities might not be timely resolved or mitigated 
resulting in possible financial loss to the department. The risk appetite and tolerance model 
as well as risk management policy might not be approved. 

 Non-adherence to the approved risk management strategy of the department of Agriculture, 
Forestry and Fisheries. 

 The risk register and risk management governance documents might not be approved on 
time resulting in delays in the approval of internal audit activity's annual coverage plan and 
effective implementation of risk management process. Consequently, the Audit 
Committee's roles and responsibilities cannot be being fully executed. 

 
Cause 
 

 The risk owners i.e. the DDG‘s do not consistently attend the RMC meetings and send 
delegated officials continuously. 

 Risk Management is not adequately prioritised by the executive management of the 
department. 

 The accounting officer is not applying consequence management processes where risk 
owners accountable do not avail themselves for the RMC meetings. 

 The terms and conditions of the RMC charter are not being adhered to. 
 

Internal control deficiency 
 
Governance 
 
Implement appropriate risk management activities to ensure that regular risk assessments, 
including consideration of IT risks and fraud prevention, are conducted and that a risk strategy to 
address the risks is developed and monitored. 
 
(The processes with regard to the risk management activities performed at the department must be 
reviewed in terms of the effectiveness without the necessary participation of the DDG‘s of the 
department on account of the prioritisation and risk appetite). 
 

Recommendation 

We recommend that the accounting officer of the department ensure compliance with the 
requirements of section 38(1)(a)(i) of the PFMA, Treasury Regulation 3.2.1 as well the 
requirements of the risk management charter of the department by performing the following: 
 

a) Ensure that consequence management processes are in place for non-adherence to the 
requirements of risk management charter. Consequence management processes could 
involve updating the performance contracting of DDG‘s to ensure matters of non-
compliance with the PFMA, Treasury Regulations and the RMC are assessed. Non-
compliance in this regard could involve issuing of warning letters where necessitated. 

b) The accounting officer and the RMC chairperson should work collaboratively in ensuring 
that the terms of reference reflected on the RMC charter are effectively monitored and 
executed throughout the financial year 
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c) The RMC charter should be reviewed and updated to include the roles and responsibilities 
of the accounting officer and the RMC members. There should also be an assessment of 
the performance of the accounting officer annually with regard to overseeing the 
effectiveness of risk management activities within the department. 
 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

 
 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree: X DAFF does agree:  

There are relevant risk management systems in place; the real root cause is the commitment of 
Executive Management on risk management. However, this does not prevent the identification of 
the aforesaid risks under control deficiency. 
 
 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 

 
 

Action plan: 
Memorandums signed by the DG, to be sent to the DDG‘s emphasizing the importance of linking 
risk management to performance management. 
 
All DDG‘s will be required to submit plans to the DG indicating how they are going to prioritize or 
institutionalize risk management at their respective branches.  
 
A monitoring tool will be developed to assess the implementation of the Risk Management 
Committee Charter.  
 
Risk Management Committee Charter will be reviewed to include the responsibility of the 
Accounting Officer.  

Implementation 
of Action plan: 

By whom  
Name: 1. Mr. MM 
Mlengana. 
2. Ms. L Pike 
Position: 1. DG 
2. D: RMI 

When (Date): (may not be 

longer than 2 months after the 
finding was raised) 

31 July 2018 

Budget required, if 
any: 
N/A 

Reasons for not implementing the action plan within 2 months: 
N/A 
(Responsible SMS member) 

Name: Mr. MM Mlengana 
Position: Director-General 
Date: 30 May 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 
entry shall be processed: 

Yes 
 

No 
 

N/A  
X 
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Auditor’s conclusion 

Management comments are noted, i.e. the department agrees with the audit finding but not the 
internal control deficiency. In this regard, reference is made to the commitment of Executive 
Management on risk management and that the latter does not prevent the identification of the 
aforesaid risks. It is our view that the lack of commitment could potentially impact the quality and 
the completeness of the risks identified which if not adequately mitigated might result in the 
organisation not managing risks appropriately. The matter will be followed up during the 2018-19 
audit to ensure implementation of the action plan developed.  
 

  



Management report of the Department of Agriculture, Forestry and Fisheries 

 

 

 

  194 
 

 

 

29. No signed shareholder’s compact between the department and its state owned 
entities 

 

Audit finding 

The treasury regulations issued in terms of section 76 of the PFMA states the following: 
29.2 Shareholder‘s compact 
29.2.1 The accounting authority or a public entity listed in schedule 2, 3B or 3D must, in 
consultation with its executive authority, annually conclude shareholder‘s compact.  
29.2.2 The shareholder‘s compact must document the mandated key performance information 
measures and indicators to be attained by the public entity as agreed between the accounting 
authority and the executive authority. 
 
Through audit planning process, we noted that the department did not have a signed shareholder‘s 
compact with its state own entities as required by section 29.2 of the Treasury regulations. 
 
Impact 
 
Oversight is concerned with the reviewing, monitoring and overseeing of the affairs, practices, 
activities, behaviour and conduct of the SOE, in order to be satisfied that the SOE‘s affairs and 
business are being conducted in the manner expected and in accordance with all normal 
commercial, legislative and other prescribed or agreed norms. Therefore management will not be 
able to exercise their oversight role for not signing the shareholders compact with the accounting 
authority which might also result in executive authority not being able to hold the accounting 
authority of the SOEs accountable for the deliveries that are expected from them. 
 
Internal control deficiency 
 
Leadership 
 
Exercise oversight responsibility regarding financial and performance reporting and compliance 
and related internal controls. 
 
The department did not update the framework for cooperative governance upon restructuring of the 
department which resulted in roles and responsibilities not clearly outlined. 
 

Recommendation 

We recommend that management should update the framework which will include roles and 
responsibilities that each directorate is responsible for to ensure that the shareholders compact is 
signed between the department and its SOEs. This will ensure oversight governance over the 
SOEs. 
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Management response 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

Legislatively only Schedule 3B Public Entities are required to have a signed shareholder 
compact with national departments providing oversight. In the case of DAFF such entity is 
OBP. The department though recognize as a good practice to have other public entities which 
are listed in schedule 3A, to have a shareholder agreement or performance agreement with the 
Department in place. There have been discussions in the Department at EXCO level on 
strengthening oversight on Public Entities and a decision has been taken for coordination of 
shareholder development to occur within the DG‘s office while the Point of contacts, who are in 
the technical branches where the custodianship of corresponding establishing acts reside, will 
provide technical guidance with regard to the act requirements to enrich the contents of the 
shareholder agreement. This is in line with the Departmental Framework for Cooperative 
Governance (June 2004) which state that the office of the Director-General (DG) is responsible 
for adherence to governance protocol. There are however various structures that are providing 
oversight responsibilities including the CEO forum, MinTec, Planning and Monitoring and 
Evaluation forum - all with clear terms of references. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

The Departmental Framework for Cooperative Governance is dated June 2004 and therefore 
need to be updated. This important task in line with EXCO‘s decision, will now be coordinated 
from the DG‘s office to address governance protocol. 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: x 
 

Action plan: 
Coordination to be done through the DG‘s office: 

 Draft a Terms of Reference for the review of the Framework for Cooperative Governance by 
30 April 2018. 

 Co-ordinate consultative meetings with relevant stakeholders for the review of the 
Framework by 30 July 2018. 

 Compilation of the Framework finalized by 30 September 2018. 

Implementation 
of Action plan: 

By whom :  
Name: Ms A Stevens 
Position: Chief 
Director Operations 
Support 

When (Date): (may 
not be longer than 2 
months after the 
finding was raised) 
30 September 2018 

Budget required, if any: 
 

Reasons for not implementing the action plan within 2 months: 
The Technical and Legal Issues will require broad consultation before the finalization of the 
Framework. 

(Responsible SMS member) 
Name: Ms. A Stevens 
Position: Chief Director Operations Support 
Date: 1 March 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting 
journal entry shall be processed: 

Yes 
 

No 
 

N/A  
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Auditor’s conclusion 

Management comment noted. Finding remains as this is non-compliance with the treasury 
regulations issued in terms of section 76 of the PFMA act. The finding will be followed in the new 
during the next audit cycle 
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FINDINGS RELATING TO THE INFORMATION SYSTEMS AUDIT 

 

INFORMATION TECHNOLOGY GOVERNANCE 

 
30. Lack of funding for Information Communication Technology Master System Plan 

initiatives and projects 
 
Audit finding 
 
The approved Master Systems Plan (MSP) and implementation plan were reviewed during the 
audit period to determine if it was still relevant. The exercise was followed up by various 
submissions by the Chief Information Officer (CIO) requesting funding of the revised Information 
and Communication Technology (ICT) Business case.  It was however established during the audit 
that although EXCO had deliberated on the matter, their resolution prioritised programme 2 over 
the department‘s ICT priority projects. Consequently, ICT initiatives and priority projects remain 
unfunded, as was also previously reported.   

 
The lack of funding of ICT initiatives and projects could result in the department not achieving its 
service delivery goals and objectives. 
 
Internal control deficiency 
Leadership: Information Technology Governance 
 
There was still a lack of funding for ICT Master System Plan initiatives and projects as the requests 
submitted for funding of ICT projects and initiatives were still not successful. 

 
Recommendation 
 
The CIO should continue to engage the Executive Management team of the department to make 
them aware of the latest ICT management best practices as well as implications for not 
implementing key ICT initiatives.  These implications, amongst others, include missing out on 
efficiencies brought about by the effective use of ICT.   

 
Management response 

 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

It need to be noted that the ICT infrastructure upgrade was funded by the department to enable a 
stable ICT environment.  
National Treasury also funded the applications such as Import and Export, which is now a priority 
that will be implemented in a phased approach up to the end of 2019/20.  
The CIO will continue to engage the executive to obtain funding for the other prioritised initiatives. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

The CIO will continue to engage the executive to obtain funding for the other prioritised initiatives. 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 

The CIO will continue to engage the executive to obtain funding for the other prioritised initiatives. 

Action plan: 
The CIO office will compile another business case to the DAFF executive requesting National 
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Treasury‘s assistance for funding of the Master Systems Plan (MSP). 

Implementation 
of Action plan: 

By whom  
Name: Ms. PT Sehoole 
Position: CIO 

When (Date): 31 March 
2019 
(may not be longer 
than 2 months after 
the finding was 
raised) 
 

Budget required, if 
any: 
R55 million year on 
year. 
 

Reasons for not implementing the action plan within 2 months: 
Budget constraints. 

(Responsible SMS member) 
Name: Ms. PT Sehoole 
Position: CIO  
Date: 6 March 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 
entry shall be processed: 

Yes 
 

No 
 

N/A  
 

 
Auditor’s conclusion 
 
Management comments are noted and will be followed up during the next audit. 
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SECURITY MANAGEMENT 
 

31. Evidence of the review of some antivirus exception reports could not be provided 
 
Audit finding 
 
The security policy of the department listed ―virus control‖ amongst key security management 
activities at the department. Antivirus exception reports are being reviewed, however, in a sample 
selected for auditing, some of the evidence relating to the review of the antivirus exception reports 
could not be provided for the following periods:   

 17 – 23 April 2017 

 24 – 30 April 2017 

 22 – 28 May 2017 

 05 – 11 June 2017 

 19 – 25 June 2017 

 03 – 09 July 2017 

 24 – 30 July 2017 

 11 – 17 September 2017 

 18 – 24 September 2017 
 
The lack of evidence for the review of antivirus exception reports result in a lack of audit trail for the 
review of antivirus exception reports.  

 
Internal control deficiency 
Financial and performance management: Information technology systems 
 
The lack of evidence for the review of some of the antivirus exception reports was due to the 
McAfee Antivirus Management Console Database not being able to generate some of the 
exception reports for the specified periods due to a problem with the database and the migration of 
the management console to the latest one.  

 
Recommendation 
 
The departments‘ information security team should ensure that antivirus exception reports are 
reviewed on a timely basis and that evidence of such reviews are available.  

 
Management response 

 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

During October 2017, the directorate upgraded and migrated the Antivirus Management Server 
(McAfee) and security database (server 2003 to server 2012R2) to the latest versions running from 
a new server. 
The reports requested by the AG could no longer be supplied, as they were on the old server 2003 
and no longer accessible via the new system version. 
The security reports are reviewed daily via a dashboard and hence does not wait for weekly 
reports. During the presentation of the system, it was proved to the AG team that all reports are 
generated and saved for future requests and how the follow-ups are done on the current system on 
a daily basis. 

Management comments on internal control deficiencies/root causes: 
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DAFF does not agree:  DAFF does agree: X 

The reports requested by the AG could no longer be supplied as they were on the old server 2003 
and no longer accessible and there is no compatible with the new system version. 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 

The security reports are reviewed daily via a dashboard and hence does not wait for weekly 
reports. During the presentation of the system, it was proved to the AG team that all the reports are 
generated and saved for future requests. A preview of how the follow-ups are done on the current 
system on a daily basis was also presented. 

Action plan: 
Non required as the recommendation has already been implemented.  Reports will be provided 
when required as presented to the AG team on the 27th February 2018. ICT Security issues are 
discussed during the ICT management and the CIO subprogram meetings. Future versions has 
backward compatibility hence this challenge will not re-occur. With the evolving technology, other 
means of verification need to be explored. 

Implementation 
of Action plan: 

By whom  
Name: Ms. CC 
Hlungwani 
Position: Director ICT 
SDO 

When (Date):  
 (may not be longer 
than 2 months after 
the finding was 
raised) 
Already implemented 

Budget required, if 
any: 
None 

Reasons for not implementing the action plan within 2 months: None 
N/A 

(Responsible SMS member) 
Name: Ms. CC Hlungwani 
Position: Director ICT SDO 
Date: 6 March 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 
entry shall be processed: 

Yes 
 

No 
 

N/A  
 

 
Auditor’s conclusion 
 
Management comments are noted and will be followed up during the next audit. 
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32. Evidence of the review of some of the firewall events and threat prevention reports 
could not be provided 

 
Audit finding 
 
Firewall reports were being reviewed, however, in a sample selected for auditing, some of the 
evidence relating to the review of firewall reports could not be provided for auditing for the following 
periods: 
 

(a) Firewall threats prevention reports 

 17 – 23 April 2017 

 03 – 09 July 2017 

 11 – 17 September 2017 

 18 – 24 September 2017 
 

(b) Firewall weekly application reports 

 03 – 09 July 2017 

 14 – 20 August 2017 

 11 – 17 September 2017 

 18 – 24 September 2017 
 

(c) Firewall events reports 

 17 – 23 April 2017 

 19 – 25 June 2017 

 03 – 09 July 2017 

 14 – 20 August 2017 

 11 – 17 September 2017 

 18 – 24 September 2017 
 

The lack of evidence for the review of firewall reports result in a lack of audit trail for the review of 
such reports. 
 
Internal control deficiency 

 
Financial and performance management: Information technology systems 

 
Evidence of the review of some of the firewall reports could not be provided due to the old log files 
that were moved from the Firewall Management Server to the Backup Server and these reports 
take up a lot of space and is time consuming to retrieve and upload.  

 
Recommendation 

 
The departments‘ information security team should ensure that firewall reports are reviewed on a 
timely basis and that evidence of such reviews are available. 

  
Management response 
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Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

The system was upgraded and implemented in 2016 from the infrastructure upgrade funding. On 
the day of the audit the system was not available to enable DAFF to prove to the AG the daily 
reviews that were done by the security team. 
Unfortunately, the reports could not be re-run since the data was already archived and restoring 
the data proved to be a time consuming exercise that will go beyond the reporting time. 
The DAFF ICT team have subsequently automated all weekly and monthly reports and it is being 
saved before the archiving can be done. The latter procedure was demonstrated to the AG team. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

Unfortunately, the reports could not be re-run since the data was already archived and restoring 
the data proved to be a time consuming exercise that will go beyond the reporting period. 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 

The firewall instances are reviewed on a real time basis using a dashboard hence DAFF does not 
have to wait for a weekly report to review the incidents. During the presentation of the system it 
was proved to the AG team that all reports are generated and saved for future requests.  

Action plan: 
Non required as the recommendation has already been implemented.  Reports will be provided 
when required as presented to the AG team on the 27th February 2018. ICT Security issues are 
discussed during the ICT management and the CIO subprogram meetings.  

Implementation 
of Action plan: 

By whom  
Name: Ms. CC 
Hlungwani 
Position: Director ICT 
SDO 

When (Date):  
 (may not be longer 
than 2 months after 
the finding was 
raised) 
Already implemented 

Budget required, if 
any: 
None 

Reasons for not implementing the action plan within 2 months: None 
N/A 

(Responsible SMS member) 
Name:  Ms. CC Hlungwani 
Position: Director ICT SDO 
Date: 6 March 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 
entry shall be processed: 

Yes 
 

No 
 

N/A  
 

 
Auditor’s conclusion 
 
Management comments are noted and will be followed up during the next audit.  

 
  



Management report of the Department of Agriculture, Forestry and Fisheries 

 

 

 

  203 
 

 

 

 
SECURITY MANAGEMENT (NETWORK: INTERNAL VULNERABILITY ASSESSMENT) 
 

33. Inadequate patch management processes 
 
Audit finding 
 
A patch is a software developed and released by a vendor with the intention of correcting flaws in 
the software or operating system. Patches may include resolutions to security vulnerabilities or 
fixes to a malfunctioning component of the software. 

 
An internal vulnerability assessment was performed on the Department of Agriculture, Forestry and 
Fisheries (DAFF) network. Our observation noted missing patches, vulnerable web servers and 
unsupported databases. Unauthorized individuals or attackers on the internal network could 
attempt to leverage these vulnerabilities in an attempt to gain access to confidential business 
information hosted on these systems or limit valid users access to these systems.  

 
The following patch management weaknesses were found in the network environment: 
 

a) Missing Microsoft patches 
 

A total of four Microsoft servers were missing a critical Microsoft security update (Secure Channel 
(Schannel) security package). This update corrected multiple flaws within the underlying operating 
systems and unauthorized individuals or attackers on the internal network could attempt to 
leverage these vulnerabilities in an attempt to gain access to confidential information hosted on 
these systems or limit valid users from having access to these systems by causing these systems 
to continuously reboot. 
 
An attacker could leverage these vulnerabilities to gain access to system privileges or to deny 
business services. 

 
b) HP software vulnerabilities 

 
The Hewlett Packard (HP) system management software supplied with servers allows 
administrators to perform tasks such as performing automated backups, rebooting the server or 
removing storage devices that are attached to the server.  
 
The HP System Management Homepage installed on two systems was affected by multiple 
vulnerabilities including Cross-Site scripting (XSS) and Denial of Service (DoS). 
 
An attacker could leverage these vulnerabilities to obtain access to sensitive information or disrupt 
the services provided by these operating systems. 

 
c) Outdated and vulnerable web servers  

 
Web servers facilitate connections between end-users and database servers for many web based 
business applications. If these systems are not appropriately secured they could leak sensitive 
information located within the databases. 

 

 A total of seven hosts (1 storage switch, 6 servers) were found with a version of 
Apache web server that was outdated and was affected by vulnerabilities such as 
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disclosure of potentially sensitive information, a denial of service and a man-in-the-
middle attacks. 

 One host was running on a version of PHP which was no longer supported and 
therefore affected by multiple vulnerabilities.  

 
An attacker could leverage these vulnerabilities to obtain access to sensitive information or disrupt 
the services provided by these servers. Additionally, a lack of support implies that no new security 
updates for the product may be released by the vendor if new security vulnerabilities are identified. 

 
d) Vulnerable secure sockets layer 

 
Secure Sockets Layer (SSL) is the standard security technology for establishing an encrypted link 
between a web server and a browser. This link ensures that all data passed between the web 
server and browsers remain private and secure. 
 
Audit testing revealed that there are Open Secure Sockets Layer (SSL) patch and version issues 
on one host. The current version of OpenSSL is affected by vulnerabilities that could allow an 
attacker to decrypt the information transmitted if enough of the communication was collected by the 
attacker. The information transmitted between web browsers and servers would therefore most 
likely not remain confidential and secure. 
 
An attacker could leverage these methods to obtain sensitive configuration information about the 
web server. 

 
e) Privilege passwords and unauthenticated access 

 
It was noted that 19 Windows hosts were running SMBv1. SMBv1 is affected by multiple critical 
weaknesses that could allow an unauthenticated attacker unauthorised access to a computer or 
server. 

 
An unauthorised individual or attacker could leverage these vulnerabilities to affect the availability 
of the virtual systems the server‘s support. The most common exploitation of this weakness is the 
distribution of ransomware through SMBv1 that could render a computer unusable and 
inaccessible. 

 
f) Cisco router weaknesses 

 
It was noted that the operating systems on six Cisco routers or switches were affected by 
vulnerabilities that could allow an attacker run unauthorised commands on these devices.  

 
An unauthorised individual or attacker could leverage these vulnerabilities to affect the availability 
of the routers or switches that would ultimately affect the availability of the network that these 
devices support. 

 
g) Anti-Virus weaknesses 

 
It was noted that the Mcafee EPO agent on one server was no longer supported and was affected 
by multiple vulnerabilities. The Mcafee EPO is the management center for anti-virus clients and 
provides anti-virus updates to computers connected to it. An unsupported EPO could result in AV 
clients not receiving updates in a timely manner. 
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An unsupported EPO could result in AV clients not receiving updates in a timely manner and if 
exploited by an attacker could result in the server being unavailable. 
 
 

h) Unsupported operating systems 
 

Four Windows 2003 operating systems on the department‘s internal network was out of date and 
no longer supported by the vendor. In addition, this server was affected by vulnerabilities that could 
affect the overall availability of services provided by these servers.  

 
According to their version, some operating systems were obsolete and would therefore no longer 
be maintained by the vendor or provider. Lack of support implies that the vendor will not release 
any new security patches for these products. As a result, they will probably contain security 
vulnerabilities. 
 
An attacker could leverage these vulnerabilities to obtain access to sensitive information or disrupt 
the services provided by these operating systems. 

 
Internal control deficiency 

 
Financial and performance management: Information technology systems 

 
There are currently inadequate monitoring mechanisms implemented to ensure compliance to 
patch management processes. In addition, no hardening standards or tools exist to monitor attacks 
or to discover vulnerabilities on the DAFF network environment. 

 
Recommendation 

 
ICT management should ensure that the patch management process is updated, approved and 
implemented. In addition, monitoring controls should be implemented to ensure compliance to the 
standards. Security monitoring tools may be procured to ensure regular risk assessments are 
performed on the network. 

 
ICT management should also ensure the following: 

 Initiate a complete system evaluation to detect and update/ upgrade outdated/ 
unsupported systems. Test and apply the applicable security update for your Windows 
version. 

 Consider updating the affected operating systems to a supported version (version 7.6 or 
later). If these systems are no longer in use, ICT should consider decommissioning 
these servers. 

 Test and apply the latest software version available. System management updates 
should be in accordance with the patch management process. 

 Test and apply the Apache and PHP updates / upgrades according to the patch 
management policy. 

 
 
 
 
 
 
 



Management report of the Department of Agriculture, Forestry and Fisheries 

 

 

 

  206 
 

 

 

Management response 
 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

Open source monitoring tool will be sourced to ensure proper monitoring of vulnerabilities on the 
network. DAFF has initiated the process of developing segregated VLANs according to their 
respective environment to mitigate against this risk. 
The directorate has already initiated the assessment of the identified issues and action is being 
taken accordingly as per the recommendation after ensuring that there is no impact on the running 
of the systems. Priority would be given to the critical areas. 
HP services have been disabled for the homepage on the two servers.  
SSL services will be disabled once the impact is assessed. 
The department is in the process of upgrading the infrastructure to ensure that all operating 
systems are upgraded to a higher supported version hence out of over 50 servers only few servers 
are using Windows 2003. A number of servers have already been upgraded. 
System management patches do follow the patch management process, for the Websense 
Interface - it‘s an internal interface on the Websense Gateway and in order to change the settings 
from open email relay to secure email relay DAFF will have to present the case to Change 
Advisory Board for approval because it might have an impact with regards to the flow of external 
emailS. For Microsoft patches the download of updates is currently being distributed to the 
identified servers. 
Microsoft is already assisting DAFF to ensure that all Microsoft updates are downloaded and 
distributed through the DAFF system centre. 
Anti-Virus weaknesses Server - (ControlSoft) is not a McAfee Management Console (ePO Server) 
and the old unsupported agent has been removed. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 
 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 
 

Action plan: 
The weaknesses identified will be fully resolved by the end of the first quarter. 
The identified servers are 2003 servers, which D: ICT SDO is currently busy with the migration. All 
these old servers will be decommissioned. Segregated VLANs will be developed for DAFF. 

Implementation 
of Action plan: 

By whom  
Name: Ms Alta Vermaak 
Position:  Deputy 
Director: ICT SDO NST 

When (Date): (may not 
be longer than 2 
months after the 
finding was raised) 
30 June 2018 

Budget required, if 
any: 
None 

Reasons for not implementing the action plan within 2 months: 
The delivery of new servers to enable migration was delayed 

(Responsible SMS member) 
Name: Ms. CC Hlungwani 
Position: Director: ICT SDO 
Date: 03 May 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 
entry shall be processed: 

Yes 
 

No 
 

N/A  
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Auditor’s conclusion 
 

Management comments are noted and will be followed up during the next audit. 
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34. Inadequate configuration settings in the network environment 
 
Audit finding 
 
A network vulnerability is a network or system security weakness that can be exploited by 
malicious users to compromise the department. An internal vulnerability scan was performed on 
the DAFF network systems and found that the following network settings were not adequately 
configured: 
 

a) Simple Network Management Protocol configuration 
 

The simple network management protocol (SNMP) installed on nine systems were configured with 
the default string (public). SNMP is used to monitor the performance and statistical information of 
systems over the network and often contains detailed configuration information about the servers.  

 
An unauthorised individual or attacker could use this information to gain more knowledge about the 
remote systems, or to change the configuration of the remote system. This knowledge could be 
utilised to launch further attacks against these systems and potentially disrupt the services 
provided by these systems. 

 
b) Vulnerable services allowing clear text transmissions 

 
Communication between the administrators and servers was transmitted in unencrypted format 
over the network, i.e. in clear text. File transfer protocol (FTP) and Telnet communication protocols 
were used to facilitate access to the servers. 
 

 FTP is a file sharing application that transmits a user's name and password in clear text, 
which could be intercepted by a network sniffer or a man-in-the-middle attack. A total of 
3 hosts (2 servers, 1 desktop) were running an FTP and TFTP server that allowed users 
to browse a remote share by issuing commands using FTP. An attacker could exploit 
this flaw to gain access to files or sensitive information hosted on this file share. 

 Telnet is an administration application that allows an administrator or another user to 
access another computer remotely. It was found that 33 hosts were running Telnet 
services over an unencrypted channel thus transmitting sensitive information (i.e. 
password, commands) in clear text. This could allow a remote, man-in-the-middle 
attacker to eavesdrop on a Telnet session to obtain credentials or other sensitive 
information and to modify traffic exchanged between a client and server. 
 

An attacker could leverage these vulnerabilities to obtain access to sensitive user and system 
information and could gain access to the business systems or networked devices. 

 
c) Hyper Text Transfer Protocol track and trace methods 

 
Audit testing indicated that two web servers were configured with trace and/or track methods 
enabled. These methods are normally used by system administrators for debugging and testing 
purposes. However, they may also allow a remote attacker to obtain sensitive configuration 
information about the affected web server and may assist in furthering potential future attacks. 

 
An attacker could leverage these methods to obtain sensitive configuration information about the 
web server. 
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d) SMTP related vulnerabilities and configuration errors 
 

Audit testing indicated that one server had Simple Mail Transfer Protocol (SMTP) vulnerabilities 
and was configured as an internal open email relaying server. An open SMTP relay could allow a 
spam sender to use your mail server to send their mail to the world, thus flooding the network.  

 
e) Server infrastructure management vulnerabilities  

 
The intelligent platform management interface (IPMI) provides the ability to monitor, reboot and 
reinstall a server. In essence, access to the IPMI effectively provides physical access to the host 
system 

 
One server was installed with the IPMI were vulnerable to an attack that could allow an attacker to 
bypass its authentication mechanisms by obtaining password hash information for valid user 
accounts. 
 
Internal control deficiency 

 
Financial and performance management: Information technology systems 

 
There are currently inadequate monitoring mechanisms implemented to ensure compliance to 
patch management processes. In addition, no hardening standards or tools exist to monitor attacks 
or to discover vulnerabilities on the DAFF network environment. 

 
Recommendation 

 
Management should ensure that Information security hardening standards are developed, 
approved and implemented.  In addition, monitoring controls should be implemented to ensure 
compliance to the standards. Security monitoring tools should be made available to ensure regular 
risk assessments are performed on the network. 

 
ICT management should ensure the following:   

 Disable the SNMP service on the systems identified. Alternatively, the default or easily 
guessable strings should be changed to stronger community strings. 

 Telnet, FTP and TFTP should be disabled if not required. If they are required, more 
secured services such as secure shell (SSH) or secure file transfer protocol (SFTP+) 
should be used.  

 Consider disabling the Trace/ and Trace method. Restrict interaction with the service to 
trusted machines. Only the clients and servers that have a legitimate procedural 
relationship with the service should be permitted to communicate with it. 

 Reconfigure your SMTP server so that it cannot be used as an indiscriminate SMTP relay. 
Make sure that the server uses appropriate access controls to limit the extent to which 
relaying is possible. 
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Management response 

 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

Open source monitoring tools will be sourced to ensure proper monitoring of vulnerabilities on the 
network. DAFF will initiate the process of developing segregated VLANs according to their 
respective environments to mitigate this risk. Vulnerable services allowing clear text transmissions: 
Server - (SecBackupLogs) cannot disable FTP right away as it is the only protocol currently 
allowed on the Firewall Settings to transfer Firewall Logs to the Backup Server. It is noted that in 
future DAFF will use the SFTP protocol to transfer the logs instead of using the FTP. 
DAFF will action the switch from Telnet to SSH and disable Telnet on routers and switches. 
Offices that use the old switch model will have to be replaced to enable this change. 
The HTTP is on the testing server, the track and trace will be disabled. SMTP, the directorate will 
change it from open relay to authenticated relay. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 
 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 
 

Action plan: 
The directorate has already initiated the assessment of the identified issues and action is being 
taken accordingly as per the recommendations after ensuring that there is no impact on the 
running of the systems. Priority will be given to the critical areas. 

 Telnet on routers and switches will be disabled and changed to SSH. 

 The track and trace will be disabled. 

 DAFF will change the SMTP from open relay to authenticated relay. 

 The Secure File Transfer Protocol (SFTP+) will be enabled once the assessment is done. 

Implementation 
of Action plan: 

By whom  
Name: Ms Alta Vermaak 
Position: Deputy 
Director: ICTSDO:NST 

When (Date): (may not 
be longer than 2 
months after the 
finding was raised) 
31 March 2019 

Budget required, if 
any: 
R1 million to purchase 
the switches for Delpen 
and Silverton. 

Reasons for not implementing the action plan within 2 months: 
The budget for the project need to be sourced where after the procurement process will 
commence. 

(Responsible SMS member) 
Name: Ms. CC Hlungwani 
Position: Director: ICT SDO 
Date: 4 May 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 
entry shall be processed: 

Yes 
 

No 
 

N/A  
 

 
Auditor’s conclusion 
 
Management comments are noted and will be followed up during the next audit. 
 
 

 
USER ACCESS MANAGEMENT 
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35.  Inadequately designed user access management procedure document for 

MicroForest 
 
Audit finding 
 
The department recently developed and approved a user access management procedure 
document for the MicroForest system.  However, it was noted that the document did not include 
the process relating to the review of system controllers‘ activities on a regular basis. 
 
The lack of detailed user access management procedures could result in inconsistencies in the 
user access management process.  System controllers have powerful access rights and if their 
activities are not periodically being reviewed, it could result in potential unauthorised activities 
being performed that might not be detected timeously. 
 
Internal control deficiency 
 
Financial and performance management: Information technology systems 
 
The user access management procedure document for the MicroForest system was only recently 
developed and did therefore not yet include the process relating to the review of system controllers‘ 
activities on a regular basis and also due to the fact that the system was maintained by a service 
provider.   

 
Recommendation 
 
The user access management procedure document should be revised and updated to include the 
process relating to the review of system controllers‘ activities on a regular basis. It should also 
indicate the frequency of such reviews, by whom the reviews should be performed and the 
evidence to be maintained of such reviews performed. 
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Management response 
 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

The user access management standards and procedure document will be updated to include a 
detailed access management procedure. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

The system controller activities will be reviewed and signed off by the Director on a monthly basis. 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: x 

An audit trail report of system controller logins will be reviewed and signed by the Director: 
Commercial Forestry. 

Action plan: 
Microforest to design an audit trail report for system controllers. 
ICT and Directorate: Commercial Forestry to update the user account management standards and 
procedure document. 

Implementation 
of Action plan: 

By whom  
Name: Ms. ZL Mthalane  
Position: Deputy 
Director: Commercial 
Forestry 

When (Date): (may not 
be longer than 2 
months after the 
finding was raised) 
7 May 2018 

Budget required, if 
any: 
N/A 

Reasons for not implementing the action plan within 2 months: 
N/A 

(Responsible SMS member) 
Name: Mr. M Luvhimbi  
Position: Acting Director: Commercial Forestry 
Date: 7 March 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 
entry shall be processed: 

Yes 
 

No 
 

N/A  
 

 
Auditor’s conclusion 
 
Management comments are noted and will be followed up during the next audit. 
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36. User access management review processes inadequately implemented on 
MicroForest 

 
Audit finding 
 
The following user access management review processes were not being performed on the 
MicroForest system: access and login violation reviews, reviews of the appropriateness of users‘ 
access rights, and system controller activity reviews.   
 
If access and logon violations are not reviewed, it could result in potential unauthorised activities 
not being timely detected and addressed.  If the appropriateness of users‘ access rights is not 
reviewed periodically, users might have access to system functions that are no longer in line with 
their actual job responsibilities. System controllers have powerful access rights and if their activities 
are not periodically being reviewed, it could result in potential unauthorised activities being 
performed that might not be detected timeously. 

 
Internal control deficiency 
 
Financial and performance management: Information technology systems 
 
User access management review processes were not being performed on the MicroForest system 
such as access and login violation reviews, reviews of the appropriateness of users‘ access rights, 
and system controller activity reviews as the the user access management procedure document for 
the MicroForest system was only recently developed and also due to the fact that the system was 
maintained by a service provider.   

 
Recommendation 
 
User access management review processes should be formally implemented on the MicroForest 
system to ensure that access and login violation reviews, reviews of the appropriateness of users‘ 
access rights, and system controller activity reviews are performed periodically. Evidence of such 
reviews performed should be maintained.   

 
Management comment 
 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

Management does agree that access and login violations are currently not being reviewed. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

Management does agree with the internal control deficiencies and will implement the controls. 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 

User access management review processes will be implemented on the Microforest system for 
access and login violation reviews, reviews of the appropriateness of users‘ access rights and 
system controller activity reviews on a monthly basis. 

Action plan: 
Microforest (Pty) Ltd to develop user access rights report for all users. 
Microforest (Pty) Ltd to develop a login and logout report for all users. 
Directorate: Commercial Forestry will review and file the reports. 

Implementation By whom  When (Date): (may not Budget required, if 
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of Action plan: Name: Ms. ZL Mthalane  
Position: Deputy 
Director: Commercial 
Forestry 

be longer than 2 
months after the 
finding was raised) 
7 May 2018 

any: 
N/A 

Reasons for not implementing the action plan within 2 months: 
N/A 

(Responsible SMS member) 
Name: Mr. M Luvhimbi  
Position: Acting Director: Commercial Forestry 
Date: 7 March 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 
entry shall be processed: 

Yes 
 

No 
 

N/A  
 

 
 

Auditor’s conclusion  
 
Management comments are noted and will be followed up during the next audit. 
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PROGRAM CHANGE MANAGEMENT 
 
37. Inadequately documented change management procedures 

 
Audit finding 
 
The department‘s change management procedures did not cover the process and procedure for 
managing application system program changes to ensure that any proposed changes to 
application systems such as MicroForest and other in-house application systems are coordinated, 
scheduled, authorised and tested.   
 
The lack of comprehensively documented and implemented program change management 
procedures could result in inappropriate, untested or even unauthorised changes being made to 
systems. 
 
Internal control deficiency 
 
Financial and performance management: Information technology systems 
 
The department‘s change management procedures was not updated yet to cover the process and 
procedure for managing application system program changes to application systems such as 
MicroForest as MicroForest was only implemented during the year and a service provider was 
maintaining the system.  

 
Recommendation 
 
The change management procedures should be reviewed and updated to include the process and 
procedures for managing application system program changes to application systems such as 
MicroForest and other in-house application systems to ensure that all changes are coordinated, 
scheduled, authorised and properly tested before implementing it into the production environment. 

 
Management response 
 

Management comments on audit finding: 

DAFF does not agree: X DAFF does agree:  

Microforest applications are not internally managed. DAFF has a contract with Microforest (Pty) 
therefore; changes are managed according to the contract. Microforest does inform DAFF of any 
version updates. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree: X DAFF does agree:  

The Directorate: Commercial Forestry uses Microforest Software as a Service from Microforest 
(Pty) Ltd and not internally from ICT therefore, changes are managed according to the contract. 

Management comments on recommendation: 

DAFF does not agree: X DAFF does agree:  

The Directorate Commercial Forestry does not agree with the recommendation. 

Action plan: 
ICT to request Microforest (Pty) Ltd to share their change management procedures. 
The Directorate: Commercial Forestry will keep record of the Release Notes of version updates. 

Implementation 
of Action plan: 

By whom  
Name: Ms. ZL Mthalane  
Position: Deputy 

When (Date): (may not 
be longer than 2 
months after the 

Budget required, if 
any: 
N/A 
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Director: Commercial 
Forestry 

finding was raised) 
7 May 2018 

Reasons for not implementing the action plan within 2 months: 
N/A 

(Responsible SMS member) 
Name: Mr. M Luvhimbi  
Position: Acting Director: Commercial Forestry 
Date: 7 March 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 
entry shall be processed: 

Yes 
 

No 
 

N/A  
 

 
Auditor’s conclusion 
 
Management comments are noted. Cognisance is taken of the fact that Microforest is maintained 
by a service provider and that system changes are performed by the service provider.  However, 
the AGSA is of the opinion that the department should still have their own procedure to deal with 
changes to systems that are supported and maintained by service providers to indicate how 
changes should be logged, documented, approved, communicated to the service provider, tested 
and implemented in the department‘s environment. The submitted change management 
procedures did not address these processes and procedures for managing application system 
program changes to systems such as Microforest and other in-house application systems and 
these procedures should therefore be reviewed and updated. 
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INFORMATION TECHNOLOGY SERVICE CONTINUITY 
 
38. Inadequate Disaster Recovery planning 

 
Audit finding 
 
As previously reported, the department did not yet establish a primary fail-over or disaster recovery 
site which should enable the resumption of business operations in case of a disaster and/or to 
facilitate testing of the disaster recovery plan on regular intervals.   

 
Without a fully functioning and suitably located off site disaster recovery site and a 
comprehensively tested disaster recovery plan, the department might not be able to recover critical 
ICT systems and related infrastructure timeously in the event of a disaster. 

 
Internal control deficiency 
 
Financial and performance management: Information technology systems 
 
The department did not yet establish a primary fail-over or disaster recovery site as there was a 
lack of funding of ICT projects and the department was therefore still in the process of acquiring a 
disaster recovery site.  

 
Recommendation 
 
The CIO should continue to engage the Executive Management team of the department to make 
them aware of the implications of not implementing the disaster recovery site. Some of the 
implications include non-compliance to various regulatory requirements.  

 
Management response 
 

Management comments on audit finding: 

DAFF does not agree:  DAFF does agree: X 

The department has implemented a high availability architecture to mitigate against this finding 
from minor disaster. 

Management comments on internal control deficiencies/root causes: 

DAFF does not agree:  DAFF does agree: X 

The department has since identified a site that can be used as an ICT DR site. The configuration 
would only take place in a phased approach starting April 2018 

Management comments on recommendation: 

DAFF does not agree:  DAFF does agree: X 

The CIO will continue to engage the executive to enable financing of some infrastructure that might 
be required. 

Action plan: 
Procurement of infrastructure and configuration at the ICT DR site will be done as phase 1 
depending on budget availability. 

Implementation 
of Action plan: 

By whom  
Name: Ms CC 
Hlungwani 
Position: Director ICT 
SDO 

When (Date):  
(may not be longer 
than 2 months after 
the finding was 
raised) 
31 March 2019 

Budget required, if 
any: 
R10 million year on 
year. 
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Reasons for not implementing the action plan within 2 months: 
Budget availability and procurement process need to be followed. 

(Responsible SMS member) 
Name: Ms. PT Sehoole 
Position: CIO 
Date: 6 March 2018 

Comments provided by the Office of the CFO: 

If the above finding affects an amount(s) disclosed in the financial statements: 

Please give an indication of whether a correcting journal 
entry shall be processed: 

Yes 
 

No 
 

N/A  
 

 
Auditor’s conclusion 
 
Management comments are noted and will be followed up during the next audit. 
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ANNEXURE C: ADMINISTRATIVE MATTERS  

[Class of transaction/account balance/disclosure/non-compliance] 

Audit finding  

 

Internal control deficiency 

 

Recommendation 

 

Management’s response 

 

Auditor’s conclusion 
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Annexure D: Performance management and reporting framework 

The Performance Management and Reporting Framework (PMRF) consists of the following: 

 Legislation applicable to performance planning, management and reporting, which includes 

the following: 

o Public Finance Management Act, 1999 (Act No. 1 of 1999) (PFMA) 

o Treasury Regulations, 2005 issued in terms of the PFMA 

o National treasury practice note 4 of 2009-10  

o Public Service Act, 1994 (PSA) 

o Public Service Regulations, 2016 issued in terms of the Public Service Act  

o Financial Management of Parliament and Provincial Legislatures Act, 2009 (Act No. 10 

of 2009) (FMPPL) 

o Regulations for reporting by public higher education institutions, 2014, issued in terms 

of the Higher Education Act, 1997 (applicable to universities only). 

 

 The Framework for Managing Programme Performance Information (FMPPI), issued by the 

National Treasury. This framework is applicable to all spheres of government. 

 The Framework for Strategic Plans and Annual Performance Plans (FSAPP), issued by the 

National Treasury. This framework is applicable to all national and provincial departments, 

constitutional institutions and those public entities listed in parts A and C of schedule 3 of 

the PFMA. 

 Circulars and guidance issued by the National Treasury, Department of Public Service and 

Administration (DPSA) and supported by the Department of Planning Monitoring and 

Evaluation (DPME) regarding the planning, management, monitoring and reporting of 

performance against predetermined objectives. 
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Annexure D – Criteria developed from the performance management and reporting framework  
 

CRITERIA REFERENCES TO THE PMRF  

Departments  

Consistency: Objectives, performance measures / indicators and targets are consistent between planning and reporting documents 

8. Reported strategic or development objectives are consistent or complete when 
compared to planned objectives 

Section 40(3)(a) of the PFMA 
TR 5.2.4  
NT Instruction Note 33: Implementation of the FSAPP 

Sec 25(1) and 31(1) of the PSR 
 

9. Changes to strategic or development objectives are approved TR 5.1.1  
NT Instruction Note 33: Implementation of the FSAPP 

Sec 4 of FSAPP 

10. Reported measures or indicators are consistent or complete when compared to 
planned measures or indicators 

Section 40(3)(a) of the PFMA 
TR 5.2.4  
NT  Instruction Note 33: Implementation of the FSAPP 

Sec 25(1) of the PSR 

11. Changes to measures or indicators are approved TR 5.1.1  
NT Instruction Note 33: Implementation of the  FSAPP 

Sec 4 of FSAPP 

12. Reported targets are consistent or complete when compared to planned targets Section 40(3)(a) of the PFMA 
TR 5.2.4  
NT Instruction Note 33: Implementation of the  FSAPP 

Sec 25(1) of the  PSR 

13. Changes to targets are approved TR 5.1.1  
NT Instruction Note 33: Implementation of the FSAPP 

Sec 4 of FSAPP 

14. Reported achievements are consistent with the planned and reported indicator and 
target 

Sec 40(3)(a) of the  PFMA   

Measurability: Performance measures / indicators are well defined and verifiable, and targets are specific, measurable and time bound 
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CRITERIA REFERENCES TO THE PMRF  

Departments  

15. A performance measure or indicator is well defined when it has a clear definition so 
that data will be collected consistently and is easy to understand and use 

FMPPI Chapter 3.2 
 

16. A performance measure / indicator is verifiable when it is possible to validate or verify 
the processes and systems that produce the indicator 

FMPPI Chapter 3.2 
 

17. A target is specific when the nature and the required level of performance of the target 
are clearly identifiable 

FMPPI Chapter 3.3 
 

18. A target is measurable when the required performance can be measured FMPPI Chapter 3.3 
 

19. A target is time bound when the time frames for the achievement of the target are 
indicated 

FMPPI Chapter 3.3 
 

Relevance: Performance measures / indicators relate logically and directly to an aspect of the entity’s mandate and the realisation of its strategic goals and objectives 

20. The performance measure / indicator and target relate logically and directly to an 
aspect of the entity‘s mandate and the realisation of its strategic goals and objectives 

FMPPI Chapter 3.2  

Presentation and disclosure: Performance information in the annual performance report is presented and disclosed in accordance with the requirements contained in 
legislation, frameworks, circulars and guidance 

21. Reasons for variances between planned and actual performance are disclosed in the 
annual performance report. 

The NT‘s annual report guide for national and provincial departments 

Sec 31(1) of the PSR 

22. Reasons for variances are corroborated by source documentation The NT‘s annual report guide for national and provincial departments 

FMPPI chapter 5 

23. Changes to objectives, performance indicators and performance targets are disclosed 
in the annual performance report 

NT annual report guide for national and provincial departments 

 

Sec 31(1) of the PSR 

Reliability: Recording, measuring, collating, preparing and presenting information on actual performance / target achievements that is valid, accurate and complete 

1. Reported performance occurred and pertains to the reporting entity Section 40(3)(a) of the PFMA 
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CRITERIA REFERENCES TO THE PMRF  

Departments  

2. Reported performance is recorded and reported accurately Chapter 5 of the FMPPI  

Sec 25(1)(e) of the  PSR 
 

3. All actual performance is recorded and included in the reported performance 
information 
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Annexure E: Auditor-general’s responsibility for the audit of the 
reported performance information 

 

1. As part of my engagement conducted in accordance with ISAE 3000, I exercise professional 

judgement and maintain professional scepticism throughout my reasonable assurance 

engagement on reported performance information for selected programmes. 

2. I am independent of the department in accordance with the International Ethics Standards 

Board for Accountants‘ Code of ethics for professional accountants (IESBA code) together 

with the ethical requirements that are relevant to my audit in South Africa. I have fulfilled my 

other ethical responsibilities in accordance with these requirements and the IESBA code. 

Quality control relating to assurance engagements 

3. In accordance with the International Standard on Quality Control 1, the Auditor-General of 

South Africa maintains a comprehensive system of quality control that includes documented 

policies and procedures on compliance with ethical requirements and professional standards. 

Reported performance information 

4. In addition to my responsibility for the assurance engagement on reported performance 

information as described in the auditor‘s report, I also: 

 identify and assess risks of material misstatement of the reported performance 

information, whether due to fraud or error, design and perform audit procedures 

responsive to those risks, and obtain audit evidence that is sufficient and appropriate to 

provide a basis for my opinion. In making those risk assessments, I consider internal 

control relevant to the management and reporting of performance information per selected 

programme in order to design audit procedures that are appropriate in the circumstances, 

but not for the purpose of expressing an opinion on the effectiveness of the department‘s 

internal control. 

 evaluate the documentation maintained by the department that supports the generation, 

collation, aggregation, monitoring and reporting of performance indicators/measures and 

their related targets for the selected programmes. 

 evaluate and test the usefulness of planned and reported performance information, 

including presentation in the annual performance report, its consistency with the approved 

performance planning documents of the department and whether the indicators and 

related targets were measurable and relevant.  

 evaluate and test the reliability of information on performance achievement to   determine 

whether it is valid, accurate and complete. 
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Communication with those charged with governance 

5. I communicate with the accounting officer regarding, among other matters, the planned scope 

and timing of the audit and significant audit findings, including any significant deficiencies in 

internal control that I identify during my audit.  

I also confirm to the accounting officer that I have complied with relevant ethical requirements 
regarding independence, and communicate all relationships and other matters that may 
reasonably be thought to bear on my independence and, where applicable, related 
safeguards. 
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Annexure F: Assessment of internal controls 

 

1. Below is our assessment of implementing 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. 
These either had caused, 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.  

The internal controls were assessed as follows: 

 

The required preventative or detective controls were in place. 

 

Progress was made on implementing preventative or detective controls, but 
improvement is still required, or actions taken were not or have not been 
sustainable. 

 

Internal controls were either not in place, were not properly designed, were not 
implemented or were not operating effectively. Intervention is required to design 
and/or implement appropriate controls. 

 

2. The movement in the status of the drivers from the previous year-end to the current year-
end is indicated collectively for each of the three audit dimensions under the three 
fundamentals of internal control. The movement is assessed as follows: 

 

Improved 

 

Unchanged 

 

Regressed 

 

 Financial statements Performance 
reporting 

Compliance with 
legislation 

 Current 
year 

Prior year Current 
year 

Prior year Current 
year 

Prior year 

Leadership 

Overall movement from previous assessment 
   

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

 
     

• Exercise oversight responsibility regarding 
financial and performance reporting and 
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 Financial statements Performance 
reporting 

Compliance with 
legislation 

 Current 
year 

Prior year Current 
year 

Prior year Current 
year 

Prior year 

compliance as well as related internal controls 

• Implement effective human resource 
management  to ensure that adequate and 
sufficiently skilled resources are in place and 
that performance is monitored 

 
     

• Establish and communicate policies and 
procedures to enable and support the 
understanding and execution of internal control 
objectives, processes and responsibilities 

      

• Develop and monitor the implementation of 
action plans to address internal control 
deficiencies 

      

• Establish and implement an information 
technology governance framework that 
supports and enables the business, delivers 
value and improves performance 

      

Financial and performance management 

Overall movement from previous assessment 
   

• Implement proper record keeping in a timely 
manner to ensure that complete, relevant and 
accurate information is accessible and available 
to support financial and performance reporting 

 
     

• Implement controls over daily and monthly 
processing and reconciling transactions 

      

• Prepare regular, accurate and complete 
financial and performance reports that are 
supported and evidenced by reliable 
information 

      

• Review and monitor compliance with applicable 
legislation 

 
     

• Design and implement formal controls over 
information technology systems to ensure the 
reliability of the systems and the availability, 
accuracy and protection of information 

  
N/A N/A N/A N/A 

Governance 

Overall movement from previous assessment 
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 Financial statements Performance 
reporting 

Compliance with 
legislation 

 Current 
year 

Prior year Current 
year 

Prior year Current 
year 

Prior year 

• Implement appropriate risk management 
activities to ensure that regular risk 
assessments, including the consideration of 
information technology risks and fraud 
prevention, are conducted and that a risk 
strategy to address the risks is developed and 
monitored 

      

• Ensure that there is an adequately resourced 
and functioning internal audit unit that identifies 
internal control deficiencies and recommends 
corrective action effectively 

      

• Ensure that the audit committee promotes 
accountability and service delivery through 
evaluating and monitoring responses to risks 
and overseeing the effectiveness of the internal 
control environment, including financial and 
performance reporting and compliance with 
legislation 

      

 



 
                                                           
 
 


