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Reputation promise

The Auditor-General of South Africa (AGSA) has a constitutional PEMA
mandate and, as the Supreme Audit Institution (SAIl) of South
Africa, it exists to strengthen our country’s democracy by
enabling oversight, accountability and governance in the public
sector through auditing, thereby building public confidence.

2015-16

Role of AGSA in the BRRR process

Our role as the AGSA is to reflect on the audit work performed to assist
the portfolio committee in its oversight role in assessing the performance
of the entities taking into consideration the objective of the committee to
produce a BRRR.

To provide the portfolio committee with applicable information and
guidance on the International Relations and Cooporation
portfolio’s 2015-16 audit outcomes so that the committee can
ensure effective oversight.

To enable oversight to focus on areas that will lead to good S
governance. Q
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Our annual audits examine three areas
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FAIR PRESENTATION AND RELIABLE AND CREDIBLE COMPLIANCE WITH KEY
RELIABILITY OF FINANCIAL PERFORMANCE INFORMATION LEGISLATION ON FINANCIAL
STATEMENTS FOR PREDETERMINED AND PERFORMANCE AUDITOR CENERAL
OBJECTIVES MANAGEMENT
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Unqualified opinion with no findings
clean audit

Financially unqualified opinion with

findings 2015-16

PFMA

Auditee produced financial statements without
material misstatements but struggled to:

Auditee:

* produced credible and reliable financial

statements that are free of material - align their performance reports to the

misstatements; and

 reported in a useful and reliable manner
on performance as measured against
predetermined objectives in the annual
performance plan (APP); and

* observed/complied with key legislation in
conducting their day-to-day to achieve on
their mandate.

predetermined objectives they committed to
in their APPs; and/or

set clear performance indicators and targets
to measure their performance against their
predetermined objectives; and/or

report reliably on whether they achieved their
performance targets; and/or

determine which legislation they should
comply with and implement the required
policies, procedures and controls to ensure
compliance.
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Qualified opinion
2015-16

Auditee: PEMA
* had same challenges as those that were unqualified with findings but, in

addition, they could not produce credible and reliable financial statements.

» had material misstatements on specific areas in their financial statements,
which could not be corrected before the financial statements were published.

Auditee:

* has so many material misstatements in their financial statements that we
disagree with almost all the amounts and disclosures in the financial
statements.

« was unable to provide sufficient supporting documentation for amounts in the
financial statements and achievements reported in the annual performance
report.

« did not comply with key legislation.

Disclaimed opinion

Auditee;

« could not provide us with evidence for most of the amounts and disclosures
reported in the financial statements, and we were unable to conclude or
express an opinion on the credibility of their financial statements.

* was unable to provide sufficient supporting documentation for amounts in the
financial statements and achievements reported in the annual performance A L r aiaea
report.

« did not comply with key legislation.
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The 2015-16 audit outcomes and
key messages
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Audit outcomes remain stagnant over 3 years

Three year trend -
audit outcomes remain stagnant

Unqualified

with
no findings

Unqualified
with findings

Qualified
with findings

Three year trend -
Compliance with key legislation

Three-year trend -
Quality of annual
performance plans

Three year trend -
Quality of submitted
annual performance reports

' 100% (2 100% (2 100% (2 100% 100%  100% 100% 100% 100%
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Adverse
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(DIRCO) (DIRCO) (DIRCO) with finding
Audits
outstanding
2015-16 2014-15 2013-14 o056 201445 201314 20156 201415 201314 | 201616 201415 2013-14
g .. The overall audit ....compliance with 3 .... performance planning and reporting must

outcomes, remained stagnant for the portfolio

key legislation and....

be improved by....

The audit outcomes of the portfolio remained stagnant over the
three years. The lack of improvement in the overall audit outcomes
was caused by DIRCO receiving a qualified audit opinion on its
financial statements for the third consecutive year. The ARF
remained unqualified with findings on compliance with legislation for
the third consecutive year as well. This is due to slow response by
accounting officer in addressing significant internal control
deficiencies identified in the prior years regarding the asset
management and compliance with legislation .

The area of compliance with legislation remained stagnant
over the past three years. The portfolio continued to submit the
financial statements that contained material misstatements
and not taking effective steps to prevent irregular expenditure
amounting to R339 million. DIRCO did not always follow a
competitive bidding process. This is due to lack of
consequence management for permitting non-compliance with
legislation to occur and not holding officials accountable for not
executing their responsibilities.

The portfolio continued to provide the annual performance reports that are
useful and reliable . The annual performance plans have been consistent with
the annual performance report and strategic plans. This is due to adequate
performance management systems that includes the availability of technical
indicator descriptions and performance information policy and procedures.

2015-16 PFMA

ings audits late submitted




Audit outcomes remain stagnant over 3 years - continued

Status of Key controls Assurance providers per level
O
: &
(@]
Senior 2
LEADERSHIP management
- Effective leadership ® T>:
- Owersight responsibility ir @ ~Accounting 2
- Effective HR management officer/authority
- Policies and procedures
- Audit Action plans Executive 2
authority
-ICT governance e e
FINANCIAL AND
PERFORMANCE MANAGEMENT Internal 2
- Proper record keeping T _ audit unit
- Daily and monthly controls S %
- Regular, accurate & complete finanial and b Audit 2
- Review and monitor compliance committee
- Design and Implement IT controls | | TTTTTTTTTTTmmmmmmmmmm e -
GOVERNANCE = ?>, Portfolio
- Risk management s 2 committee
- Internal Audit
- Audit committee provdes PO provides imited/ e Not
Good Concerning Intervention required GSSUIANGE  assurance | MO ASSHIANCE estabished
- providing attention to the key controls by... A the key role players as part of their role in combined assurance
DIRCO remained stagnant due to the following : The level of assurance provided has remained stagnant. Overall, there is a lack of
+ Accounting officer has been slow in addressing significant deficiencies noted in the previous year. accountability and discipline by senior management in addressing audit findings.
 Lack of implementation of consequence management process within the department.
+ Senior managementinvolved in the asset management and compliance monitoring process did not The accounting officer provides limited assurance as he has not honoured the
take accountability to address previously reported deficiencies. commitment of the assets clean up.
AFR remained stagnant in the leadership due to them implementing the following :
+ Accounting authority has been slow in addressing significant deficiencies noted in the previous
year.
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Financial management
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Unauthorised, irregular as well as fruitless and wasteful expenditure increase

over 3 years and follow up action

Expenditure
not in
accordance
with the
budget vote/
overspending
of budget or
programme

Expenditure
incurred in
vain and
could have
been avoided
if reasonable
steps had
been taken.
No value for
money!

Expenditure
incurred in
contravention
of key
legislation;
goods
delivered but
prescribed
processes not

Unauthorised
expenditure

Fruitless and wasteful
expenditure

Irregular expenditure

followed

UIF amounts incurred by entities in portfolio

R 167
million

R 117
million

R 6 million

R 1 million

R 104
million

R 59 million

a5t BRI DR

Investigations of U.l.F expenditure

1 auditee(DIRCO) 50% in the portfolio has not investigated
U.L.F expenditure

2015-16

2014-15

Investigated . Not investigated
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Compliance with legislation and quality of financial statements remain stagnant

Figure 1: Findings on compliance with Figure 2: Findings on compliance with key Figure 3: Qualification areas over three years
key legislation - all auditees SCM legislation - all auditees
Material misstatements in submitted
annual financial statements
e 509 Property, infrastructure
0 and equipment
100% (2)
Uncompetitive or 50%
unfair procurement 50%
processes
Prevention of unauthorised, irregular and/ ,
or fruitless and wasteful expenditure 50% Figure 4: Auditees who avoided qualifications due to the
correction of material misstatements during the audit
100% (2) .) outcome if Outcome
- NOT corrected after corrections
100% (2)
50%
0% Y 50%
Consequence management 100 (1)
Inadequate contract | ,, % (2) 2015-16
management °
Outcome if Outcome
NOT corrected after corrections
50%
50%
(1)
50%
- 1
100 )
% (2) 2014-15

A
2013-14 . Improved stagnant (@ Regressed With no material With material
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Top three root causes, follow up on
commitments and proposed
recommendations
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Top three root causes, follow up on commitments and proposed recommendations

€% the following root causes W through honouring the following commitments made by the & ... and implementation of the following proposed
must be addressed ... executive authority...... commitments by the Portfolio committee and management...
Root causes Status of key commitments by minister
= Effecti f action plans t = E ith OAG on the herit . .
Slow response by management adgfeglse Rﬁﬁﬁ]gsf"c O PEns o 6239’;9{?, \gé,tain guic(j):nc: afg‘;ﬁﬁorm = Commitment by the department to resolve the asset issues at
(Accounting officer and senior and assessment. missions and at Head Office.
t = Enhance performance and
management) consequence management. = Close monitoring of SCM compliance . .
1009 matters. » Commitment by the department to address repeat audit
= Prepare monthly financial statements findings and ensure consequence management is instituted
100% and reconciliations including = CIO to address identified IT against officials who fail to address findings.
7 disclosure notes. deficiencies
= Perform detailed root cause analysis + Status update of the criminal proceedings instituted against the
Instability or vacancies for recurring asset issues. previous Accra High Commissioner and recoveries of monies.

in key positions * Monitor the status of implementation of SADPA and the impact

100% Action plans to address repeat findings to be implemented and monitored in a + Meet the Chairperson of the Audit Committee at least bi-
(2) timely manner. annually with a view that all levels of assurance have a
common understanding of the issues within the portfolio .

Lack of consequences for poor
performance wd transgressions

50%
(1/2) 100%
(2)
W 2015-16 2014-15

Not implemented ] ' In progress | Implemented | | Newl

We met with the minister on 27 July 2016. The anticipated outcomes were discussed
with the minister and the status of the implementation of the above commitments were
followed up with the minister.

The minister requested that she would appreciate it if the audit team could continue
with the quarterly engagements regarding the status of key controls in the portfolio.
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Questions




