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DEPARTMENT OVERVIEW
1. Introduction

The purpose of the briefing note is to provide an insight by the Auditor-General into the issues resulting in the qualified audit opinion on the Independent Complaints Directorate (ICD). The qualification was based on the valuation of the assets amounting to R29 319 000, including adjustments of R7 093 000, as disclosed in note 29 of the financial statements, that could not be verified.

Our overall conclusion leads us to believe that, in general terms, ICD has reached a level of maturity in terms of financial management requiring them to improve on internal control implementation and monitoring.
2. Background

2.1 Mission

The aim of the Department is to:

· Investigate any misconduct or offence alledgy commited by a member of the South African Police Service or a member of the Municipal Police Services.

· Investigate any death in police custody or as a result of police action

2.2 Organisational structure

[image: image1]
2.3
Accounting Basis

The Department is required to account on the modified cash basis of accounting and must prepare its financial statements in terms of the National Treasury template for National and Provincial Departments.

The Department utilises transversal accounting systems ie. PERSAL, LOGIS and BAS to record its transactions and activities during the financial year.
2.4 Departmental budget (Estimates of National Expenditure - ENE)
The Department is tasked with a budget of R65,9 million. The department reflected a net surplus of R635 thousand for the current year (2006 – R286 thousand). The following table sets out the ratio of budgeted expenditure per programme in relation to actual expenditure and personnel cost for the department:

	Actual Expenditure:
	2006/07

Budgeted

R’000
	2006/07

Actual

R’000
	Under spending

R’000
	%

Under Spending
	2005/06

Budgeted

R’000
	2005/06

Actual

R’000
	Under spending R’000
	%

Under spending



	Programme 1:   Administration

 

	Current payments
	22 517
	22 882
	635
	2.7
	14 867
	14 513
	354
	2.4

	Transfer and subsidies
	48
	48
	
	
	71
	63
	8
	11.3

	Payments for capital assets
	785
	785
	
	
	1 897
	1 897
	
	

	Sub – Total


	23 350
	22 715
	635
	2.7
	16 833
	16 473
	362
	2.15

	Programme  2: Investigation of Complaints

 

	Current payments
	27 733
	27 733
	
	
	20 615
	20 615
	
	

	Transfer and subsidies
	12
	12
	
	
	53
	41
	12
	22.6

	Payments for capital assets
	1 539
	1 539
	
	
	627
	627
	
	

	Sub – Total


	29 284
	29 284
	
	
	21 295
	21 283
	12
	22.6

	Programme 3:  Monitoring and Research



	Current payments
	11 691
	11 691
	
	
	10 273
	10 364
	(91)
	(.88)

	Transfer and subsidies
	5
	5
	
	
	25
	22
	3
	12

	Payments for capital assets
	1 576
	1 576
	
	
	1 094
	1 094
	
	

	Sub – Total


	13 272
	13 272
	
	
	11 392
	11 480
	(88)
	(100.8)

	Grand Total
	
	
	
	
	
	
	
	

	Departmental revenue
	
	
	38
	
	
	
	171
	

	Total
	
	
	38
	
	
	
	171
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Compensation of employees
	36 831
	36 831
	
	
	30 589
	30 235
	354
	1.2


	Net surplus/(deficit) for the year
	673
	548


The Department has indicated that the underspending is due to:

· The ICD did not utilise the earmarked funds from programme 1 for lease payment to the Department of Public Works (DPW).
Based on the statement of financial performance the surplus for 2006-07 was R673 000 (2005-06 surplus of R548 000).  The reasons for the surplus for 2006-07:
· The Surplus for 2006-07 can be attributed to the balance of the current funds that was earmarked for lease payments to the Department of Public Works, which was not fully utilised .

2.5
Employment and vacancies by programme
The ICD has an approved staff establishment of 535 of which 231 was funded in 2006-07. As at 31 March 2007, 12 of the  231 funded positions were vacant. These vacancies the post of executive head (vacant for 28 months), two highly-skilled supervision posts (vacant for three months), five highly-skilled production posts (vacant for three months) and four skilled posts (vacant for three months).

	
	2006/07
	2005/06
	2004/05

	Programme
	No of positions
	Posts filled
	Vacancies
	Vacancy rate

%
	No of positions
	Posts filled
	Vacancies
	Vacancy rate

%
	No of positions
	Posts filled
	Vacancies
	Vacancy rate

%

	Administration
	63
	58
	5
	7.9
	60
	51
	9
	15
	56
	51
	5
	8.9

	Investigation of Complaints
	101
	99
	2
	1.98
	83
	71
	12
	14.4
	74
	67
	7
	9.4

	Information Management and research
	67
	62
	5
	7.4
	60
	53
	7
	11.6
	56
	48
	8
	14.2

	Total
	231
	219
	12
	5.1
	203
	175
	28
	13.7
	186
	166
	20
	10.7


2.6
Employment and vacancies by salary bands

	Salary Band
	No of posts
	No of posts filled
	Vacancies
	Vacancy rate %
	No of posts filled by contract workers additional to establishment

	Lower skilled ( Levels 1 – 2)
	-
	-
	-
	
	

	Skilled (Levels 3 – 5)
	74
	70
	4
	5.4
	None

	Highly skilled production (Levels 6 – 8)
	92
	87
	5
	5.4
	None

	Highly skilled supervision (Levels 9 – 12)
	48
	46
	2
	4.1
	None

	Senior management (Levels 13 – 16)
	17
	16
	1
	5.8
	None

	Total
	231
	219
	12
	5.1
	None


2.7
Governance structure
· Audit committee

The appointment, functions and composition of the Audit Committee is in terms of section 77 of the Public Finance Management Act of 1999 (PFMA), as amended. The committee met three (3) times during the year.  The audit committee report (page 72 of the annual report) refers to their compliance with their audit committee charter and the effectiveness of internal controls of the ICD.
· Internal audit
According to Treasury Regulation 27.2, the accounting authority should implement an internal audit function. In view of the 2005-06 audit findings, the Auditor-General did not plan to place reliance on the work done by internal audit during 2006/07. The following were reported in 2005/06:
1) The internal audit section did not function for the first five months of the year as the head of internal audit was only appointed in September 2005.

2) The audit committee only approved the annual internal audit plan and charter in February 2006.

3) The risk assessment was not completed under the year of review

4) The risk management committee did not monitor the implementation of the risk assessment and the fraud prevention plan.

5) Quaterly reports were not prepared and issued to the accounting officer 

Internal audit functioned during 2006/07, they had an approved internal audit plan and progress and audit findings were reported to and reviewed by the members of the audit committee. During November/ December 2007 the work of internal audit were subject to an external practice review, the report has not been released as yet.

3. Matters of concern

3.1
Capacity and skills-related issues
3.1.1 Vacancies
· The Executive Director’s position has been vacant since 01/08/2005 and the position has still not being filled on a permanent basis. Mr L Xinwa was appointed acting Executive Director for the period August 2005 until 30 November 2006. Mr Patrick Mongwe was than appointed acting Executive Director from 1 December 2006 until 31 March 2008.
· Due to critical manager positions being vacant, policies and procedures are not properly monitored to detect and prevent non compliance.
· Irregular expenditure to the amount of R113 304 was incurred due to controls not being monitored.
· The establishment not being fully funded by Government.
3.1.2 Capturing and approval of leave - Significant uncertainty (Control activities– Control activities described in policies and procedures not properly applied)
· Leave forms are not always completed before staff go on leave.
· Some leave forms were approved after the leave had been taken.
· Leave is not always timeously captured in Persal
3.2
Governance arrangements (compliance issues and inadequate/lack of policies)
· The formal risk management strategy was approved on 4 December 2006. As a result the Fraud prevention plan was in draft format. 

The fraud prevention plan was subsequently approved on 25 July 2007. 
· Internal audit functioned during 2006/07, they had an approved internal audit plan and progress and audit findings were reported to and reviewed by the members of the audit committee. During November/ December 2007 the work of internal audit were subject to an external practice review, the report has not been released as yet.
3.3
System related matters (inadequate financial reporting systems, inadequate business processes and inadequate non-financial reporting systems) 
3.3.1 Fixed assets (Control activities (monitoring):)
· Due to an inadequate documentation management system, the valuation of the assets amounting to R29 319 000, including adjustments of R7 093 000, as disclosed in note 29 of the financial statements, could not be verified.

· Due to the lack of monitoring and control assets were not always bar-coded with a unique asset number or asset numbers on the asset register did not correspond to the numbers in the asset. As a result existence of assets and completeness of the asset register could not be verified. 

· In contradiction to National Treasury prescripts, assets less than R5 000 (minor items) amounting to R1 450 000 were found to be incorrectly included in the total amount disclosed as capital assets.

4.
Follow-up on revious SCOPA resolutions
The Tenth Report of the Standing Committee on Public Accounts: Independent Complaints Directorate, dated 06 June 2007 resolved that:

	Resolution


	Progress made

	1.  Proper functioning of government structures such as the audit committee and internal audit.

	Resolved

	2.  The ICD must submit to the Committee its strategy including an action plan, on how it plans to address each of the issues raised by the Auditor-General such as:

· Non compliance with laws and regulation (page 101, 2005/06 audit report)

· Human Resources management plan

· Governance structures as alluded to on 1 above, and the root causes thereof, within 60 days of adoption of this report by Parliament. The strategy should also demonstrate how the ICD will ensure that it fulfils its mandate.


	Resolved  

	3. The ICD must submit quarterly reports to SCOPA detailing progress made by the ICD regarding its strategic plan and its implementation thereof as indicated in the preceding paragraph.


	Resolved

	4.  The Accounting Officer of the ICD must ensure that:

· The entity is managed efficiently and effectively and must ensure complete compliance with the requirements of section 38 (1) of the Public Management Act., 1999 (Act No. 1 of 1999).

· There is continuous engagement with the National Treasury and the Department of Public Service and Administration with regard to positions structure and funding, and that sufficient and qualified staff are employed.

	Resolved

	5. Report to SCOPA the outcome of the Special Investigations done by the Auditor-General (human resources, travelling and subsistence) and the Public Service Commission (travelling and subsistence as well as recruitment). 


	Not Resolved

	6.  The Accounting Officer must report to Parliament on progress with regard to the implementation of the recommendations made in both reports, within 60 days of adoption of this report by Parliament. 
	Not Resolved


5.   Audit report history

Q = Qualification

E = Emphasis of matter

O = Other matters

R = Resolved

	Qualification
	Root cause
	06/07
	05/06
	04/05

	Assets:

· The valuation of the assets amounting to R29 319 000, including adjustments of R7 093 000, as disclosed in note 29 of the financial statements, could not be verified.
· Due to the lack of monitoring and control assets were not always bar-coded with a unique asset number or asset numbers on the asset register did not correspond to the numbers in the asset. As a result existence of assets and completeness of the asset register could not be verified. 

· In contradiction to National Treasury prescripts, assets less than R5 000 (minor items) amounting to R1 450 000 were found to be incorrectly included in the total amount disclosed as capital assets.


	· Inadequate document management system

· Lack of Monitoring and control
	Q
	
	


A qualified audit report was issued for 2006-07 mainly due to the valuation of the assets amounting to R29 319 000, including adjustments of R7 093 000, as disclosed in note 29 of the financial statements, that could not be verified.
	Other matters description (2006-07)
	Root cause
	06/07
	05/06
	04/05

	1. Material non-compliance with applicable legislation and internal policies

· Monitoring and review by line managers are not always effective to prevent and detect non compliance with laws and regulations. As a result the following non compliance was found.

Non compliance with TR 3.2.1

The formal risk management strategy was approved on 4 December 2006. As a result the Fraud prevention plan was in draft format. 

The fraud prevention plan was subsequently approved on 25 July 2007. 

Leave benefits:

The following control weaknesses were identified:

· Leave forms are not properly filed as a result leave forms could not always be presented for audit purposes;

· Leave forms were not always completed and approved before staff went on leave and;

· Some leave forms were approved after the leave had been taken;

· Leave is not always timeously captured on Persal.

Goods and Services:

· Due to inadequate monitoring and review supply chain management requirements were not adhered to, as a result irregular expenditure amounting to R113 304 was incurred.
	Inadequate monitoring of governance arrangements

· Control activities described in policies and procedures are not properly applied 

· Control activities described in the supply chain management policy are not properly applied
	O
	
	

	Value for Money

Human resource management

According to paragraph 2.1 of the approved HR plan, the department has an approved establishment of 535 posts. Due to insufficient funding, only 231 (43%) of the positions have been funded. This could result in the department not meeting the approved strategic objectives.
	Vacancies
The department’s organisational structure is inappropriate for its size and the nature of its operations.


	O
	E
	

	
	
	
	
	

	Emphasis of matter description (2005-06)
	Root cause
	06/07
	05/06
	
04/05

	Suspense Accounts was not followed up and cleared 

· Transactions are not cleared within 30 dayes as required in terms of Treasury Regulation 17.1.

· Transactions could not be audited and materially impacted on other accouts


	· Lack of management review and monitoring (capacity)

.
	R
	Q
	E

	Outdated Delegations of Powers

· Delegations referred to positions no longer in use

· Transactions approved by staff not referred to in the approved delegation

 
	· Lack of policies (Governance)
	R
	Q
	E

	Inadequate contol over debtors 

· Debtors raised with Insuffient supporting documentation

· No movement on some staff debt

· Differences between debtors list and debts disclosed  


	· Lack of management review and monitoring (capacity)


	R
	Q
	E

	Incorrect disclosure of receivables

· An amount paid n advance to Department of Public works were not disclosed as a receivable..

· Amounts disclosed as Receivables could not be confirmed.

	· Lack of management review and monitoring (capacity)


	R
	E
	-

	Information Systems audit:

Inadequate segregation of duties on BAS


	
	R
	E
	-

	Non-compliance with laws and regulations: Lack of supply chain 
management policy

The policy was only approved in March 2006 and implemented in April 2006.
	· Lack of management review and monitoring (capacity)


	R
	E
	E-

	Non-compliance with laws and regulations: Internal Audit

· The component did not function the first five months of the financial year

· The Audit plan was only approved in February 2006

· The risk assessment was not completed for the year under review

· The risk management committee did not monitor the implementation of the risk assessment and fraud prevention plans

· Quarterly reports were not prepared


	· Internal audit - capacity


	O
	E
	E

	Insufficient control over leave benefits

· Leave taken in excess of the available leave credits

· Leave was not deducted from leave credits

· Leave was only approved after the event

· Leave gratuity was paid without sufficient documentation

	· Lack of management review and monitoring (capacity)


	E
	E
	E-

	Insuffient Human resource management plan

The plan did not particularly made referenec to the:

 Required number of employees

The competencies required and the capacity (permanaent or temporary of those to be apointed.


	· Lack of management review and monitoring (capacity)


	R
	E
	-


6.   Other issues

      Performance Bonuses 

· An amount of R 715 384 was paid out during September/October 2007 in the form of Performance Bonus.R 207 253 was paid out to members of the Senior Management, and R291 776 paid to members at the National Office, and R216 354 was paid to members in seven (7) provinces. No performance bonus was paid to members in Gauteng and the Free State.

· The amount paid was however within the threshold of 1.50 % of the budgeted amount of R47 757 000 in respect of Compensation of Employees.


   PSC report on the special investigation

The report on the special investigation that was conducted by the Public Service Council in 2004 on human resources, travel and subsistance has still not been released. [Paragrapgh 14, page 75 of the Annaul report for the year ended 31 March 2007]

7.  Reporting items
	Background
	Audit finding
	Root cause
	Expected outcomes
	Recommendation

	2007: Qualification

Reference annual report 2006-07, page 74, audit report paragraph 8
	Assets
The valuation of the assets amounting to R29 319 000, including adjustments of R7 093 000, as disclosed in note 29 of the financial statements, could not be verified.

Assets were not always bar-coded with a unique asset number or asset numbers on the asset register did not correspond to the numbers in the asset. As a result existence of assets and completeness of the asset register could not be verified. 

In contradiction to National Treasury prescripts, assets less than R5 000 (minor items) amounting to R1 450 000 were found to be incorrectly included in the total amount disclosed as capital assets.

Subsequent to the audit the Department commenced with corrective action, including training of provincial staff. Progress will be followed up during the next audit.


	Inadequate documentation management system
Lack of monitoring and control
	1. Documents will be avilable to support financial statement disclosures

2. ICD will be able to control assets as required by the PFMA.
3. Assets will be identifiable and verifiable
	· Management should implement a document management system to control all source documentation.

· After identifying all source documentation that relates to asset purchases, the ICD should perform reconciliation between source documentation, the asset register and the physical assets. 

· Variances should be investigated and cleared.

· All assets should be recorded on the asset register with ICD unique numbers.

· All ICD assets should be tagged with ICD unique numbers. 

· Review and reconciliation of the physical assets and asset register should be performed on a regular basis.



	Background
	Audit finding
	Root cause
	Expected outcomes
	Recommendation

	2007: Other matters

Reference annual report 2006-07, page 74, audit report paragraph 10
	Material non-compliance with applicable legislation and internal policies

Monitoring and review by line managers are not always effective to prevent and detect non compliance with laws and regulations. 
As a result the following non compliance was found.

Non compliance with TR 3.2.1

The formal risk management strategy was approved on 4 December 2006. As a result the Fraud prevention plan was in draft format. 

The fraud prevention plan was subsequently approved on 25 July 2007. 
	Inadequate monitoring of governance arrangements


	1. Compliance with TR 3.2.1
2. A fraud prevention plan that all staff is aware off and that will be applied to prevent and detect fraud.

	· The approved fraud prevention plans should be implemented; ICD staff should be trained to understand the plan.


	2007: Other matters

Reference annual report 2006-07, page 75, audit report paragraph 10
	Leave benefits:

The following control weaknesses were identified:

· Leave forms are not properly filed as a result leave forms could not always be presented for audit purposes;

· Leave forms were not always completed and approved before staff went on leave and;

· Some leave forms were approved after the leave had been taken;

· Leave is not always timeously captured on Persal.

	Control activities:

Control activities described in policies and procedures are not properly monitored:


	1. Availabllity of leave credits will be confirmed prior to staff going on leave.

.
2. Leave credits on Persal will be accurate.
3. Leave files will be availble when it is requested at a later stage.

	· Management should monitor and review leave requests. All staff should submit leave forms and management should approve the leave prior to staff going on leave.
· Management should follow up and ensure that all leave taken by staff are appropriately captured and approved on Persal.
· All leave forms and supporting documentation should be properly filed.


	2007: Other matters

Reference annual report 2006-07, page 75, audit report paragraph 10
	Goods and Services:

Supply chain management requirements were not adhered to, as a result irregular expenditure amounting to R113 304 was incurred.
	Control activities:

Control activities described in the supply chain management policy are not properly monitored

	1.   Adherence to the Supply Chain Management Policy
2. The ICD will not incurre irregular expenditure  
	1. All employees involved with the supply chain management process should get proper training with regards to the process involved in supply chain management.

2. Management should tolerate no deviations from the supply chain management requirements. 

3. Appropriate action should be taken against staff that does not adhere to the requirements. 

	2007: Other matters

Reference annual report 2006-07, page 75, audit report paragraph 11

	Value for Money:

Human resource management

According to paragraph 2.1 of the approved HR plan, the department has an approved establishment of 535 posts. Due to insufficient funding, only 231 (43%) of the positions have been funded. This could result in the department not meeting the approved strategic objectives.
	Control environment:

The department’s organisational structure is inappropriate for its size and the nature of its operations.


	The ICD will meet their strategic objectives. 
	1. Management need to re-assess the organisational structure of the department.
2. The HR plan should support the proposed increase in establishment and as a result request the ICD should request more funding from the National Treasury. 


	2007: Other matters

Reference annual report 2006-07, page 75, audit report paragraph 12

	Internal audit

Due to the previous year findings no reliance was placed on the work performed by the internal audit section. 


	Internal audit
	1. Extrenal audit will be able to place reliance on the work performed by Internal Audit.
	1.Internal audit should plan and perform their work in accordance with the Internatinal standards for Internal auditors.
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