The Director-General

Department of Communications

Private Bag X860

Pretoria

0001

31 July 2007 

Reference:  12825REG06/07

Dear Ms Shope-Mafole

MANAGEMENT REPORT ON THE REGULARITY AUDIT AND THE AUDIT OF PERFORMANCE INFORMATION OF Department of Communication FOR THE YEAR ENDED 31 MARCH 2007 
INTRODUCTION

1. We have completed the audit of the financial statements of the Department of Communication for the year ended 31 March 2007. This management report is provided to the accounting officer and communicates any matters that came to our attention during the audit which, in our opinion, are relevant to the department.

AUDITOR’S RESPONSIBILITY

2. Our audit was conducted in accordance with the International Standards on Auditing read with General Notice 647 of 2007, issued in Government Gazette No. 29919 of 25 May 2007 and General Notice 646 of 2007, issued in Government Gazette No. 29919 of 25 May 2007.

3. The auditing standards require us to plan and perform the audit to obtain all the information and explanations which we consider necessary in order to obtain reasonable assurance that the financial statements are free of material misstatements, whether caused by fraud or error.

4. Our audit involves performing procedures to obtain audit evidence about the information presented in the financial statements and performance information and compliance with any applicable legislation related to financial matters, financial management and other related matters.
5. We do not examine every transaction, nor do we guarantee complete accuracy of the financial statements or performance information, or compliance with all applicable legislation. Because of the test nature and other inherent limitations of an audit, together with the inherent limitations of any information and internal control systems, there is an unavoidable risk that some, even material, misstatements might remain undiscovered. 

6. We evaluate the overall adequacy of the presentation of information in the financial statements, with reference to the applicable financial reporting framework, and the manner in which the performance information is reported. We also read other information accompanying the financial statements to determine whether there are material inconsistencies in the audited financial statements and the performance information.

RESPONSIBILITY FOR FINANCIAL STATEMENTS

7. We remind you that the responsibility for the preparation of financial statements that fairly present the financial position, financial performance and cash flows of the department in accordance with the applicable financial reporting framework is that of management, with the oversight of the accounting officer.  Our audit report will explain that management is responsible for the fair presentation of the financial statements in accordance with the applicable financial reporting framework and this responsibility includes:

•
designing, implementing and maintaining internal controls relevant to the preparation of financial statements that are free from misstatement, whether due to fraud or error

•
selecting and applying appropriate accounting policies

•
making accounting estimates that are appropriate in the circumstances.

8. In addition, the accounting officer is responsible for ensuring, through oversight of management, that the department establishes and maintains internal control to provide reasonable assurance with regard to the effectiveness and efficiency of operations and compliance with applicable legislation. The systems of financial and risk management and internal control should provide reasonable assurance that adopted policies and prescribed procedures are adhered to for the prevention and detection of errors and irregularities, including fraud and illegal acts. They should also provide for the regular monitoring of performance against objectives, and ensure that waste is minimised and business is conducted with due regard to probity.
9. The financial statements, maintenance of effective control measures and compliance with any applicable legislation are the responsibility of the accounting officer.  Our responsibility is to express our opinion on these financial statements.

RESPONSIBILITY FOR PERFORMANCE INFORMATION

10. The accounting officer has specific responsibilities as legislated in the PFMA to report information related to performance against predetermined objectives.
SIGNIFICANT FINDINGS FROM THE AUDIT

11. The matters in annexure B are matters that arose from the audit and are relevant to responsibilities of the accounting officer as mentioned above. 

12. The above are indicative of a level 3 weakness where processes and systems are in place but are not adhered to and monitored by management. 

Basis of accounting

13. Deviations granted by the National Treasury and departures from the applicable basis of accounting as disclosed in the accounting policies.

Material weaknesses in the design, implementation and operating effectiveness of internal control/financial management (ISAs 315 and 330)

14. Section 38(1)(a)(i) of the Public Finance Management Act, 1999 (Act No. 1 of 1999) states that the accounting officer must ensure that the department has and maintains effective, efficient and transparent systems of financial and risk management and internal control.  Our findings for each component of internal control, which emanate from the root causes as reported in annexures A to C, are summarised below:

· Matters of Governance

· Certain policies and procedures were not updated/implemented as required by section 38(1)(i) of the PFMA

· Non-compliance with the performance management policy of the department was noted during the audit.

· The department has not approved the updated organisational structure and no human resource plan is in place.

· Internal audit

I could not place reliance on internal audit as planned as the work performed by internal audit on the planned areas of reliance was not reviewed as required by the International Internal Auditing Standards.

15. As classified by the financial management capability model, this is typical of a maturity level 3 weakness where implemented monitoring controls are not fully functional and where internal controls had been developed but are not adhered to. 

RATINGS OF DETAILED AUDIT FINDINGS

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

· Matters to be included in the audit report

These matters should be addressed as a matter of urgency

· Other important matters – Deficiencies that could adversely affect the entity’s ability to initiate, record, process and report financial data consistent with the assertions of management and on the financial statements and in accordance with the applicable financial reporting framework. Unacceptable risk that errors and irregularities may occur that will not be prevented or detected by the internal controls in good time.

These matters should be addressed within the next twelve months

.

· Administrative matters – Non-material non-compliance with applicable legislation, or misstatements in the financial statements that are unlikely to affect the decisions of a user and do not affect the financial statements as a whole, or opportunities for improvement, or other matters of governance interest.

These matters should be addressed at the discretion of the entity

Failure to address matters reported in a particular category may result in the matter being rated as more significant in the next financial year.

RESPONSIBILITY FOR PERFORMANCE INFORMATION

17. The accounting officer has specific responsibilities as legislated in the PFMA to report information related to performance against pre-determined objectives.
CLASSIFICATION OF DETAILED AUDIT FINDINGS

18. The findings have been classified as follows:

· Financial (impacting the misstatement of the financial statements)

· Compliance (not impacting on the financial statements)

· Value for money

· Performance information
APPRECIATION

19. We would like to express our appreciation for the courtesy extended and assistance rendered by the staff of the Department of Communication during the audit.

Yours sincerely

FD Sheppard for Auditor-General

Acting Business Executive: National D
Distribution:

CFO

Audit committee chair

Head of internal audit

Enquiries:
H v d Linde/F Sheppard

Telephone:
(012) 422 9492

Fax:          
(012) 422 9481

                                                                                                                                                                                            ANNEXURE A
















MANAGEMENT REPORT ON THE REGULARITY AUDIT AND THE AUDIT OF PERFORMANCE INFORMATION OF THE Department of Communication FOR THE YEAR ENDED 2006/09/04
SUMMARY OF AUDIT FINDINGS

	Par. no.
	Finding
	Classifi-cation
	Control Component
	Impact on audit report
	Other important matters
	Admini-strative matters
	Reported in previous year

	
	
	
	
	Qualifi-cation
	Empha-sis of matters
	Other matters
	Other reporting respon-sibilities
	
	
	

	ANNEXURE A - AUDIT REPORT OTHER MATTERS

  

	1
	Policies and procedures not approved 
	Control 


	Monitoring of controls
	
	
	
	
	
	
	Yes 

	2
	Performance agreements not in place
	Performance information
	Monitoring of controls
	
	
	
	
	
	
	 Yes

	3
	No HR plan in place
	Value for money


	Monitoring of controls
	
	
	
	
	
	
	Yes

	4
	No approved organisational structure - Test of control 
	Compliance


	Monitoring of controls
	
	
	
	
	
	
	Yes


	ANNEXURE B - OTHER IMPORTANT MATTERS



	1
	Employment contracts not signed
	Compliance
	Monitoring of controls
	
	
	
	
	
	
	No

	2
	Performance bonus 
	Compliance


	Monitoring of controls
	
	
	
	
	
	
	 No

	3
	Invoices not paid within 30 days
	Compliance


	Monitoring of controls
	
	
	
	
	
	
	No

	4
	SCM Discrepancies on agreement
	Compliance
	Monitoring of controls
	
	
	
	
	
	
	Yes

	5
	Fixed asset discrepancies
	Compliance


	Monitoring of controls
	
	
	
	
	
	
	Yes 

	6
	Long-outstanding debtors
	Compliance


	Monitoring of controls
	
	
	
	
	
	
	Yes


MANAGEMENT REPORT ON THE REGULARITY AUDIT AND THE AUDIT OF PERFORMANCE INFORMATION OF THE Department of Communication FOR THE YEAR ENDED MARCH 2007
MATTERS AFFECTING THE AUDIT REPORT – OTHER MATTERS

1
Policies and procedures 

Section 38(1)(i) of the Public Finance Management Act, 1999 (Act No. 1 of 1999)(PFMA): The accounting officer for a department must ensure that the department has and maintains effective, efficient and transparent systems of financial and risk management and internal control.

 

Treasury Regulation (TR) 8.1.1: The accounting officer of an institution must ensure that internal procedures and internal control measures are in place for payment approval and processing. These internal controls should provide reasonable assurance that all expenditure is necessary, appropriate, paid promptly and is adequately recorded and reported.

 

Copies of the policies (without date of approval) were submitted for audit purposes. Although some of the policies were approved during top management meetings, approval of the following policies could not be obtained:

	Subsistence and travel (still in draft)
	Overtime

	Telephones
	Gratuity, gifts, farewell and funeral

	Leave
	Disability framework

	Employment equity
	Internship

	Sexual harassment

	Job evaluation

	Alcohol and drugs
	Occupational assessment

	Empowerment
	HIV/Aids

	Incapacity
	Reward and recognition


 

The final management letter for the 2005-06 financial year and the interim management letter for 2006-07 addressed a similar finding.

Root cause

Lack of appropriate documented and approved policy and procedure framework resulting in non-compliance with the PFMA. 
Risk

· The lack of formally documented policies and procedures could indirectly impact on service delivery within and outside the sphere of the department;

· Processing of information could result in abnormalities or inconsistencies in disclosure and render financial information meaningless to the users thereof;

· Efficiency and effectiveness of processes within the department could be affected due to different methods of handling information flows;

· Continuity planning could be at risk if processes are not clearly documented;

· Control activities described in policies and procedures manuals might not be applied properly if not approved; and

· All documentation and records are not properly managed, maintained and periodically updated.

 Recommendation

· All processes performed within the department should be documented in a formal set of policies and procedures, which should be made available to all staff performing the relevant functions.

· The policies and procedures should be reviewed by management, internal audit and the audit committee on a regular basis, and approved by the accounting officer or his/her delegated signatory in order to effect any changes and improvements in the processes.

Management response

10 Policies were approved by the Director-General on the 4th of May 2006 (attached is a submission) for your consideration.

Of the 22 policies, only six policies are outstanding, namely leave, overtime, subsistence and travel, termination and transfer policies. The said policies could have been approved by now, however the time allocated for the bargaining chamber meetings ended up dealing with ICASA transfer. Some of these policies have been presented to the bargaining chamber and management is looking at another date to present them for consultation and negotiation. Although these policies were not approved; the following should be noted.

1. Leave Policy The department follows the DPSA policy directives and PILLR guidelines to manage leave and the systems and processes are in place to support such.

2. Subsistence and travelling policy The department has a policy which has been approved by the former Director-General. The current draft is meant to improve on the current policy. However, there are processes and systems in place toe ensure that the DDG’s remain accountable for subsistence and travelling until such time that the policy is approved.

3. Overtime policy The draft policy has been presented to the Bargaining Chamber. Although the policy is not approved, there are control measures in place to ensure that the activities are managed well. All overtime requests are approved by the relevant DDG until such time that the policy is approved.

4. Telephone policy Although this is IT responsibility, the draft policy has been presented to Top Management to obtain mandate to consult with the DBC. The policy is currently reviewed and will be finalised soon.

5. The termination of service and transfer policies. Although there are no policies regarding the two functions, there are systems and processes to manage them.

In conclusion of the 22 policies, 16 have been concluded with the unions and approved by Top Management and signed by the Director-General.

Name:  Basani Baloyi

Date:    4 July 2007

Designation: Chief Director: HR
2
Performance agreements not in place   

The following findings were found during the audit: 

 

2.1   Performance Management Policy, paragraph 10.1: All employees of the department will complete and sign a performance agreement by no later than 1 April of each year.

 

An audit on performance agreements revealed that agreements were not in place by 
1 April 2007.  The finding constitutes an error rate of 40%. The following are examples:

	Employee
	Persal no.

	Thetele, AL
	19222530

	Ramalebana, LS
	19074158

	Rampfumedzi, JHA
	18927599

	Motukisi, R
	21807299

	Saul, J
	21810621

	Matsepe, C
	21736111

	Chavala, MM
	22334505

	Mnqgibisa, S
	19073364


2.2  Performance Management Policy, paragraph 10.2: Copies of signed-off performance agreements are to be retained by supervisors.  Supervisors are required to submit a copy of the signed-off agreement to the Director: Organisational Development and Performance Management by no later than 10 April annually.

 

An audit of the merit files revealed that performance agreements were not submitted by the due date.  The finding constitutes an error rate of 100%. The following are examples:

	Employee
	Persal no.
	Date submitted

	Kapp, H J
	10246177
	11 November 2006

	King, R
	21588392
	22 September 2006

	Sibeko, T P
	21805300
	22 September 2006

	Mayeza, V
	21682828
	28 September 2006

	Matemane, NE
	21807353
	28 September 2006

	Musi, SJ
	21709319
	22 August 2006

	Van Niekerk, SM
	18699359
	30 August 2006

	Qabaka, Z E
	19175884
	31 August 2006

	Mothae, L
	18925413
	30 August 2006

	Mgewba, A
	52527191
	Not indicated

	Mokate, T
	19484577
	Not indicated

	Abrahams, O
	18703020
	Not indicated

	Thetele, AL
	19222530
	Not indicated

	Ramalebana, LS
	19074158
	Not indicated

	Rampfumedzi, JHA
	18927599
	Not indicated

	Motukisi, R
	21807299
	Not indicated

	Saul, J
	21810621
	Not indicated

	Matsepe, C
	21736111
	Not indicated

	Chavala, MM
	22334505
	Not indicated

	Mnqgibisa, S
	19073364
	Not indicated


2.3    Performance Management Policy, paragraph 11.5.1: Performance reviews will be audited by the Director: Organisational Development and Performance Management at least twice a year.

 

No proof could be obtained that the performance reviews on the merit files were audited by Performance Management.  The following are examples:

 

	Employee
	Persal no:

	Qabaka, Z E
	19175884

	Saul, J
	21810621

	Abrahams, O
	18703020

	Sibeko, T P
	21805300

	Musi, S J
	21709319

	Motukisi, R
	21807299

	Van Niekerk, S M
	18699359

	Kapp, H J
	10246177

	King, R
	21588392

	Mayeza, V
	21682828

	Matemane, NE
	21807353

	Mothae, L
	18925413

	Mgewba, A
	52527191

	Mokate, T
	19484577

	Thetele, AL
	19222530

	Ramalebana, LS
	19074158

	Rampfumedzi, JHA
	18927599

	Matsepe, C
	21736111

	Chavala, MM
	22334505

	Mnqgibisa, S
	19073364


 

2.4  Performance Management Policy, paragraph 11.3.6: Performance agreements will be audited annually by Risk Management.

 

An audit of the merit files revealed that no proof could be found that the performance agreements were audited by Risk Management. The following are examples:

	Employee
	Persal no.

	Qabaka, Z E
	19175884

	Saul, J
	21810621

	Abrahams, O
	18703020

	Sibeko, T P
	21805300

	Musi, S J
	21709319

	Motukisi, R
	21807299

	Van Niekerk, S M
	18699359

	Kapp, H J
	10246177

	King, R
	21588392

	Mayeza, V
	21682828

	Matemane, NE
	21807353

	Mothae, L
	18925413

	Mgewba, A
	52527191

	Mokate, T
	19484577

	Thetele, AL
	19222530

	Ramalebana, LS
	19074158

	Rampfumedzi, JHA
	18927599

	Matsepe, C
	21736111

	Chavala, MM
	22334505

	Mnqgibisa, S
	19073364


2.5  Performance Management Policy, paragraph 11.5.1: The performance review will be concluded by a signature of both the supervisor and the employee.

 

An audit of the performance agreements revealed that supervisors did not sign all performance agreements. The finding constitutes an error rate of 55%. The following serve as examples:

	Employee
	Persal no.

	Motukisi, R
	21807299

	Van Niekerk, S M
	18699359

	Rampfumedzi, J H A
	18927599

	Ramalebana, L S
	19074158

	Mayeza, V
	21682828

	Kapp, H J
	10246177

	Matsepe, C
	21736111

	Saul, J
	21810621

	Chavala, MM
	22334505

	Mnqgibisa, S
	19073364

	Mothae, L
	18925413


2.6   Performance Management Policy, paragraph 11.6.1: Every employee will have a personal development plan.

 

No proof of performance development plans could be found by inspection of the selected merit files.  The following are examples:

	Employee
	Persal no.

	Saul, J
	21810621

	Motukisi, R
	21807299

	Rampfumedzi, J H A
	18927599

	Ramalebana, L S
	19074158

	 Motukisi, R
	21807299

	Van Niekerk, S M
	18699359

	Mayeza, V
	21682828

	Kapp, H J
	10246177

	Matsepe, C
	21736111

	Chavala, MM
	22334505

	Mnqgibisa, S
	19073364

	Mothae, L
	18925413


2.7  Performance Management Policy, paragraph 11.5.1: A performance score for each employee must be entered onto Persal for each quarter as well as a final year-end score.

 

No proof could be provided that scores were entered onto Persal after assessments were done.  The following are examples:

	Employee
	Persal no.

	Matemane, N E
	21807353

	Abrahams, O
	18703020

	Musi, S J
	21709319

	Thetele, A L
	19222530

	King, R
	21588392

	 Qabaka, Z E
	19175884

	Saul, J
	21810621

	Sibeko, T P
	21805300

	Motukisi, R
	21807299

	Van Niekerk, S M
	18699359

	Kapp, H J
	10246177

	Mayeza, V
	21682828

	Mothae, L
	18925413

	Mgewba, A
	52527191

	Mokate, T
	19484577

	Ramalebana, LS
	19074158

	Rampfumedzi, JHA
	18927599

	Matsepe, C
	21736111

	Chavala, MM
	22334505

	Mnqgibisa, S
	19073364


2.8  Performance Management Policy, paragraph 10.7: Supervisors are to conduct four performance review sessions annually and provide employees with feedback on their performance.

An audit of the merit files and further enquiries revealed that the required assessments did not take place.   The finding constitutes an error rate of 60% for the 30 employees selected. The following are examples:

	Employee
	Persal no.
	1st quarter
	2nd quarter
	3rd quarter
	Annual review

	Kapp, H J
	10246177
	Not submitted
	Not submitted
	Not submitted
	Not due yet

	Ramalebana, L S
	19074158
	Not submitted
	Not submitted
	Not submitted
	Not due yet

	Van Niekerk, S M
	18699359
	Not submitted
	Not submitted
	Not submitted
	Not due yet

	Motukisi, R
	21807299
	Not submitted
	Not submitted
	Not submitted
	Not due yet

	Saul, J
	21810621
	Not submitted
	Not submitted
	Not submitted
	Not due yet


 

2.9 Performance Management Policy, paragraph 10.7: Supervisors are to conduct four performance review sessions annually and provide employees with feedback on their performance.  

An audit on the merit files revealed that assessments were not submitted on date. The following are examples:

	Employee
	Persal no.
	Quarter
	Date signed
	Date submitted

	Matemane, N E
	21807353
	First quarter
	29 August 2006
	16 February 2007

	Mokate, T
	19484577
	First quarter
	11 August 2006
	Not indicated

	Sibeko, T P
	21805300
	Second quarter
	19 February 2007
	15 March 2007

	Mgewba, A
	52527191
	Second quarter
	21 November 2006
	19 February 2007

	Mokate, T
	19484577
	Third quarter
	26 February 2007
	27 February 2007


Root cause:

· Lack of control framework for monitoring activities by management.

Risk

· Performance appraisals are not based on an assessment of critical job factors and  clearly identified areas in which the employee can perform well and in areas that need improvement;

· Employees are not aware of their performance targets at the commencement of the year; and

· Non-achievement of strategic goals of the department.

Recommendation

· Manager should ensure that all outstanding performance agreements have been followed up.

· Manager should ensure that performance agreements are in place by 1 April annually.

Management response

2.1   The submission of performance agreement and quarterly assessments on time becomes a problem especially when manager leave/resign as this matter is not followed up. The Chief Directorate has communicated with all branch heads about this challenge. The matter was also brought to the attention of Top Management and a decision was taken that HRM should report monthly on this particular matter.

2.2    Still outstanding

2.3
Due to capacity constraints (vacancy of OD & PM Director), HRM was unable to audit all files, the current staff are unable to perform this activity

2.4 Due to capacity constraints in HRM and Risk Management, this function could not be performed. HRM intends approaching the chairperson of the Audit Committee to assist in this regard.

2.5 Compliance on submission is critical to an extent that HRM does accept unsigned performance agreements, but will in future put in place a mechanism which will ensure that the signing of such agreements are facilitated.

2.6 Personal Development plans are part of the contents of the performance agreements.

2.7 The HRM performance Management Directorate did not have access to PERSAL before. This was only activated this year in May. With effect from July; all performance scores will be entered in the PERSAL system.

2.8
Some of the assessments were submitted to HRM during the period of moving from new offices and were in different places; however it does not necessarily mean that the said employees were not assessed as their documents were found during the annual board reviews.

2.9 This is the same as 3.3.1

Name:  Basani Baloyi

Date:    4 July 2007

Designation: Chief Director: HR
3   
No human resource plan in place 

Public Service Regulations 2001, part 3, section D.1, Human Resource Planning: An executing authority shall assess the human resources required to perform the department’s functions.

 

In the absence of the human resource plan, the human resources required were not assessed.

 

Root cause

· Lack of control framework to monitoring activities by management.

Risk

· No guidance to workforce for achieving the department’s shared vision/mission;

· Non-achievement of organisational efficiency and effectiveness; and 

· Non-compliance with the Public Service Regulations.

Recommendation

A Human Resource Plan should be developed as required according to the Public Service Regulations during the 2006-07 financial year. This will be followed up during the 2007-08 interim audit.

Management response

The development of the HR plan has been delayed due to lack of job information and this is one of the reasons that led to the department to put a moratorium on appointment. Given the circumstances HRM initiated an organisational design process and job profiling project to ensure that the structure is well designed and aligned to the strategic objectives and each job in the structure contributes to the strategic objectives of the department and the branch. Both processes will be finalised by the end of July 2007 and therefore the structure and the HR plan will be approved and implemented.

Name:  Basani Baloyi

Date:    4 July 2007

Designation: Chief Director: HR
4      No approved organisational structure 

 

Public Service Regulations, 2001, part III, B2(a): Based on the strategic plan of the department, an executing authority shall determine the department’s organisational structure in terms of its core and support functions.

 

The organisational structure was approved in 2004.  Due to the changes and restructuring within the department the amendments to this document have not been approved to date, even though new appointments were made for 2006-07 financial year. The final management letter of 2005-06 financial year included a similar finding.

 

Root cause

· Lack of control framework for monitoring activities by management.

Risk

   

· Executives in charge of major activities or functions are not always fully aware of their duties and responsibilities; 

· Employees are not provided with an accurate and updated organisational chart showing key areas of responsibility; and 

· Executives and key manager do not understand their internal control responsibility and ensure that their staff also understand their own responsibilities 

Recommendation

The updated organisational structure should be approved to enable executives and key managers to understand their internal control responsibility and ensure that their staff also understands their own responsibilities.

 
Management response

The development of the HR plan has been delayed due to lack of job information and this is one of the reasons that led to the department to put a moratorium on appointment. Given the circumstances HRM initiated an organisational design process and job profiling project to ensure that the structure is well designed and aligned to the strategic objectives and each job in the structure contributes to the strategic objectives of the department and the branch. Both processes will be finalised by the end of July 2007 and therefore the structure and the HR plan will be approved and implemented.

Name:  Basani Baloyi

Date:    4 July 2007

Designation: Chief Director: HR
MANAGEMENT REPORT ON THE REGULARITY AUDIT AND THE AUDIT OF PERFORMANCE INFORMATION OF THE Department of Communication FOR THE YEAR ENDED MARCH 2007
OTHER IMPORTANT MATTERS

 
1.   Employment contracts not signed 

Public Service Regulations, part VII, B1(g): An executing authority shall ensure that each employee, upon appointment, is provided with a written contract of employment, including the terms and conditions of her or his service.

 

An audit of the personnel files revealed that not all employees have a valid signed employment contract on file. The finding constitutes an error rate of 55% for the 30 employees selected. The following are examples:

 

	Employee
	Persal no.
	Salary level

	 
	 
	 

	K M Maloka
	22063544
	7

	C H Stassen
	18697143
	14

	J M Mooko
	18704042
	4

	P. Nel
	18703852
	8

	M C Matsepe
	21736111
	9

	D K Petersen
	22014667
	13

	R Harrikaran
	19017561
	12

	R Gerber
	18693377
	13

	R M Mphela
	21805229
	5

	J.K. Bosch
	18446361
	12

	W M Pruis
	10007661
	14

	H Gerke
	18699308
	10

	T Coetzee
	12261050
	6

	E S Sibeko
	22012508
	13

	M Hlongwane
	53987985
	9

	W Friedrich
	22014748
	13

	P B Dlamini
	81800410
	9


 

Root cause

·  Lack of control framework for monitoring activities by management; and

· Documentation and records are not properly managed, maintained and periodically updated.

Risk

·  Non-compliance with the Public Service Regulations;

· Employees might not be aware of the terms on which they were appointed resulting in the department not achieving its strategic goals; and

· Periodical feedback and monitoring of performance and control objectives do not take place.

Recommendation

Human Resource management should ensure that all employees have a signed employee contract on file.

Management response

Due to the office re-organisation project, it was very difficult to obtain/retrieve some of the files as they have been placed in different offices for safe keeping. Although some of the employees mentioned here have been with the department for more than ten years, their contract could have been misplaced. The filing of documents will be currently reviewed to ensure compliance and safe-keeping.

Name:  Basani Baloyi

Date:    4 July 2007

Designation: Chief Director: HR
2       Performance bonus 

 

  Public Service regulations, part VIII, B.1: An executing authority shall determine a system for performance management and development for employees, an executing authority shall designate in writing - 

  (a) the period in respect of which performance is to be assessed, i.e. the
“performance cycle”.

(b)   an annual date for assessment of performance; and
(c) the supervisor responsible for monitoring, supervising and assessing the
employee’s performance.

 

2.1  No supporting documentation could be found on the personnel files that indicate that employees indeed qualified for performance bonuses and therefore the amount of the performance bonuses paid could not be verified as correct. The finding constitutes an error rate of 20% for the 30 employees selected. The following are examples:

  

	Persal no.
	Employee

	21876742
	S Gerber

	18699308
	H Gerke

	81719671
	M Sebona

	18745733
	L K Sibanyoni

	19021011
	S Sithole

	18698042
	J v Niekerk

	18815227
	S Motha

	16855574
	H R Tshabangu


 
2.2     No supporting documentation could be found on file to confirm that the correct amounts were paid out. The finding constitutes an error rate of 18% for the 30 employees selected. The following are examples:

	Persal no.
	Employee
	Amount paid out

	21876742
	S Gerber
	R 2,818.08 

	18699308
	H Gerke
	R 9,893.85 

	81719671
	M Sebona
	R 9,520.80 

	18745733
	L K Sibanyoni
	R 7,211.88 

	19021011
	S Sithole
	R 3,502.08 

	18698042
	J v Niekerk
	R 21,743.76 

	18815227
	S Motha
	R 17,498.70 


 

Root cause

Lack of control framework for monitoring activities by management.

Risk

Incorrect performance bonuses being paid.

Recommendation

Supporting documentation should be kept on file.

Management response

The submission presented to the DG for approval of performance bonuses is accompanied by the spreadsheet which shows all the calculations. Thereafter HRM writes letters to all employees informing them of the decision of the Director-General and a copy is filed.

Name:  Basani Baloyi

Date:    4 July 2007

Designation: Chief Director: HR
3
Supply chain management – Invoice not paid within 30 days

SCM Policy of 2006 Sec 18.8: The invoices received from suppliers and service providers, including Government agencies, should verified and unverified by the relevant functionaries without any delay in order that all payments due to creditors can be settled within 30 days from receipt of invoice.
TR Part 8.2.3: Unless determined otherwise in a contract or other agreement, all payments due to creditors must be settled within 30 days from receipt of an invoice or, in the case of civil claims, from the date of settlement or court judgement.

Invoices due to creditors were not paid within 30 days of receipt. This resulted in a 25% error rate. The following are examples:

	Payment batch no.
	Supplier
	Amount
	Invoice date
	Payment date

	16726
	Saatcji & Saatchi Advert
	23 115.00 
	2006/10/31
	2006/12/19

	16732
	Cecil Nurse Business Furniture
	80 478.21
	2006/09/28
	2006/12/19

	16747
	Binuns Menlyn
	3 650.25 
	2006/10/17
	2006/12/20

	16526
	Inala Technologies
	4 793.70
	2006/09/30
	2006/12/07

	16509
	Continuing Educ 
	   184 800.00
	2006/10/31
	2006/12/12

	17092
	Kapanong Hotel & Conference
	 57 385.25 
	2006/11/28
	2007/01/17

	17108
	Daily Sun
	48 631.03 
	2006/11/30
	2007/01/22

	17421
	RCP Media
	322 574.40 
	2006/12/17
	2007/02/06

	18005
	Cecil Nurse Business Furniture
	175 265.85 
	2006/11/27
	2007/03/13

	18073
	Mobile Solutions
	976.70 
	2006/10/20
	2007/03/14


Root cause:

· Lack of control framework for monitoring activities by management; and

· No communications from vendors and monthly statements of accounts payable are used as control monitoring techniques.

Risk

Late payments can lead to interest being charged on outstanding amounts or to future problems when dealing with the supplier.

Recommendation

Communications from vendors and monthly statements of accounts payable should be used as control monitoring techniques to ensure that suppliers are paid within 30 days of receiving the invoice.

Management response

	Payment batch no:
	Supplier:
	Amount:
	Comments:

	16726
	Saatcji & Saatchi Advert
	23 115.00 
	Invoices were submitted without the copies of the advert however the department processed the invoice within 7 days upon receipt of the advert.

	16732
	Cecil Nurse Business Furniture
	80 478.21
	The supplier generate invoices immediately when they despatch goods however payment can not be processed before the installation of furniture by the service provider contracted by Cecil nurse hence late payment.

	16747   
	Binuns Menlyn
	3 650.25 
	Upon delivery of the order three items were broken and were  returned for replacement therefore the department could not pay the full invoice price until delivery takes place for replacement.

	16526    
	Inala Technologies
	4 793.70
	All invoices from ISSA are posted to the department for processing                                          because of the distances between the two offices. This particular invoice was delayed by the Post Office.

	16509  
	Continuing Educ 
	184 800.00 
	The supplier generated invoices based on the deliverables as set out on the contract, however the department could not pay due to the fact not all officials scheduled for phase four had attended, hence late payment. Our contract are not time based but delivery based.

	17092 
	Kapanong Hotel & Conference
	 57 385.25 
	SCM made follow-up with the service provider were told that the invoice was submitted to the department only to discover that it was mailed  directly to the Business Unit which cause the delay in settling the account. Suppliers are informed to forward invoices directly to Mr Nokeri as indicated on the order. 

	17108   
	Daily Sun
	48 631.03 
	Invoices were submitted without the copies of the advert ,however the department processed the invoice immediately upon receipt of the advert.

	17421   
	RCP Media
	322 574.40 
	Invoices were submitted without the copies of the advert however the department processed the invoice immediately upon receipt of the advert.

	18005   
	Cecil Nurse Business Furniture
	175 265.85 
	The supplier generate invoices immediately when they despatch goods however payment can not be processed before the installation of furniture by the service provider contracted by Cecil nurse hence late payment.

	18073   
	Mobile Solutions
	976.70 
	The supplier use the date in which we book the phone out to generate an invoice which is not the true reflection of the invoice date.


 In light of the above furnished information it is evident that the department can not be held accountable for late payments.

Name:  R Mokone

Date:    2 July 2007

Designation: Director: SCM
4
Supply chain management – Discrepancies on agreement

Supply Chain Management policy, par. 8.3: There should be no material alteration to the scope of the goods and services for which the bid was called.  If substantial change does occur, it effectively creates a new offer and, in the interest of procedural fairness, it may be necessary to give all bidders the opportunity to revise their offers.

Memorandum of Agreement between Department of Communication and Cecil Nurse Business Furniture (DOC/14/2005/SM) shows that the amount of R6 828 563.81 which is option 1 according to their proposal was approved, hence on the minutes dated 03 May 2006 the Committee considered and approved the amount of R6 479 055.21 which is option 2. The difference of R349 508.60 and this resulted in the wrong impression to the service provider that option 1 was approved.

The following were noted:

 

	Original tender amount
	R6 479 055,21

	Additional amount approved 
	 R2 500 000,00

	Total tender amount (after additional approval)
	R8 979 055,21

	
	

	Amounts paid to  date (31/03/07)
	 R(5 738 579,39)

	Invoices in-process (to be paid after March 2007)
	R(1 503 029,86)

	Outstanding orders to date (orders to be submitted after year-end)
	R(1 353 656,95)

	
	

	Balance left 
	R383 789,01


The additional approval constitutes material alterations to the scope of the goods and services for which the bid was called.  According to SCM policy a new tender should be invited to give all bidders the opportunity to revise their offers.

Root cause

 
· Lack of control framework for monitoring activities by management; and

Risk

· Poor supplier relationships;

· Increased irregular expenditures; and

· Enculturation of dishonesty and subjectivity.

Recommendation

Communications from vendors and monthly statements of accounts payable should be used as control monitoring techniques

Management response

Memorandum of Agreement between Department of Communication and Cecil Nurse Business Furniture (DOC/14/2005/SM) shows that the amount of R6 828 563.81 which is option 1 according to their proposal was approved, hence on the minutes dated 03 May 2006 the Committee considered and approved the amount of R6 479 055.21 which is option 2. The difference of R349 508.60 and this resulted in the wrong impression to the service provider that option 1 was approved.

The department acknowledges that a wrong option amount was captured on the contract between Cecil Nurse and the DoC, However, it needs to be noted that the letter of appointment and the order issued to Cecil Nurse indicated correct amount. Upon discovery of the discrepancy, a meeting was held with Cecil Nurse where the latter confirmed the correct amount in writing and also indicated that they will have no objection for the Department to amend the contract to reflect the correct amount.

We have agreed with Cecil Nurse to immediately amend the contract accordingly to cater of the correct approved amount

Name:  R Mokone

Date:    3 July 2007

   Designation: Director: SCM 

5    Fixed assets discrepancies 

Section 38(1)(iii) of the Public Finance Management Act, 1999 (Act No. 1 of 1999)(PFMA): The accounting officer for a department must ensure that the department has and maintains an appropriate procurement and provisioning system which is fair, equitable, transparent competitive and cost-effective.

TR 10.1.1: The accounting officer must take full responsibility and ensure that proper control systems exist for assets and that preventative mechanisms are in place to eliminate theft, losses, wastage and misuse.

The audit revealed that fixed assets from the fixed asset records/register could not be traced. The finding constitutes an error rate of 10%. The following merely serve as examples:

 

	DESCRIPTION
	COST CENTRE
	LOCATION
	BAR CODE
	SERIAL NO.

	Computer (CPU) PC3E Base HP DX6100
	135B
	22156127
	ZAB51200F5
	10007902

	Monitor, Computer flat panel base P9G21D, HPL1702
	135B
	22156127
	CNC5102801
	10007909

	Camera system digital Sony DSCF 828
	614B
	18906826
	
	10005919

	File server HP Proliant ML 350
	614B
	18906826
	
	10009596

	Notebook Acer Travelmate 8003LCI
	614B
	18906826
	198510000A8EF00
	10009531

	Recorder digital voice Panasonic RR-US006GC-S
	614B
	18906826
	FF588001151
	FF588001151

	Chair swivel and tilt oak frame
	610B
	16893328
	
	10013894

	Couch 1 seater Berkley
	610B
	16893328
	
	10005362

	Credenza sliding doors oak
	610B
	16893328
	
	10005351

	Monitor,Computer DELL 15
	200B
	19233507
	TPH4663223D18CY
	10004881

	Notebook DELL LATITUTE D600
	412B
	18749861
	FWJSH1J
	10005945

	Notebook DELL LATITUTE D600
	412B
	
	
	10009932


Root cause

· Lack of regular review of the assets register and stock count report by senior management; and
· Identification plates and numbers are not affixed to office furniture, equipment and other portable assets.
Risk

· Assets register not serving its main purpose of assisting the department in the administration involved in properly managing its assets;
· Assets that are vulnerable to loss, theft, damage or unauthorised use are not physically secured and access to them is not controlled; and
· Assets are not counted periodically and compared to control records, and exceptions are not examined.
Recommendation

· Asset register should be regularly reviewed and incomplete entries followed up;
· These entries should be recorded; and
· The reconciliation of the physical location per the fixed asset register and the actual location of assets should be performed on a systematic basis. Each fixed asset should have its unique asset id, and this asset id should match the asset id recorded on the fixed assets register.
Management response

	DESCRIPTION
	COST CENTRE
	LOCATION
	BAR CODE
	SERIAL NO
	COMMENTS

	COMPUTER (CPU) PC3E BASE HP DX6100


	135B
	22156127
	ZAB51200F5
	10007902
	This asset could not be accounted for by the owner during the asset verification process. The asset team instituted investigation with Risk management unit. See attached report

	MONITOR, COMPUTER FLAT PANEL BASE P9G21D, HPL1702
	135B
	22156127
	CNC5102801
	10007909
	This asset could not be accounted for by the owner during the asset verification process. The asset team instituted investigation with Risk management unit. See attached report

	CAMERA SYSTEM DIGITAL SONY DSCF 828
	614B
	18906826
	 
	10005919
	The asset is allocated to Mr Modikwe Mokoena at  PNC

	FILE SERVER HP PROLIANT ML 350
	614B
	18906826
	 
	10009596
	The asset is allocated to the server room at PNC

	NOTEBOOK ACER TRAVELMATE 8003LCI
	614B
	18906826
	198510000A8EF00
	10009531
	The asset is allocated to Mike Serero of PNC. 

	RECORDER DIGITAL VOICE PANASONIC RR-US006GC-S
	614B
	18906826
	FF588001151
	FF588001151
	The asset is allocated to Mike Serero of PNC

	CHAIR SWIVEL & TILT OAK FRAME
	610B
	16893328
	 
	10013894
	The asset was donated to Ntsako Secondary School. Due to the industrial action we could not obtain the principal’s signature, however the department  did obtain verbal  acknowledgement of receipt from Teacher: Mokgopa from the school hence the item is not removed from the Asset register as yet.

	COUCH 1 SEATER BERKLEY
	610B
	16893328
	 
	10005362
	This item was sold on the Auction dated 14 June 2007. Still busy with the reconciliation between the spreadsheet and payments made from Finance however proof of purchase for the item can be provided. It must be noted that pending transactions delay the finalisation process.


	CREDENZA SLIDING DOORS AOK
	610B
	16893328
	 
	10005351
	The asset was donated to Kgomotso Comprehensive high School. Due to the industrial action we could not obtain the principal’s signature, however the Department  did obtain verbal  acknowledgement of receipt from Teacher: Mabasa of the school   however the item is not removed from the Asset register pending the Principal’s signature.

	MONITOR, COMPUTER DELL 15
	200B
	19233507
	TPH4663223D18CY
	10004881
	This asset is allocated to Mr Mokoena GDYC

	NOTEBOOK DELL LATITUTE D600
	412B
	18749861
	FWJSH1J
	10005945
	The asset is allocated to Mr Sipho Buthelezi

	NOTEBOOK DELL LATITUTE D600
	412B
	 
	 
	10009932
	The asset is allocated to Mr Sipho Buthelezi


Name:  R Mokone

Date:    4 July 2007

Designation: Director: SCM

6
Long-outstanding debtors 

TR, chapter 11, section 11.4.1: An accounting officer may only write off debts owed to the State if he or she is satisfied that – (a) all reasonable steps have been taken to recover the debt and the debt is irrecoverable, or, (b) he or she is convinced that – (i) recovery of the debt would be uneconomical; (ii) recovery would cause undue hardship to the debtor or his or her dependants; or (iii) it would be to the advantage of the state to effect a settlement of this claim or to waive the claim.

TR 11.2.1: The accounting officer of an institution must take effective and appropriate steps to collect all money on time.
   

An audit of the debtors age analysis has identified that debts are not collected on time. The debtors balance remained unchanged throughout the financial year. No interest was charged on long-outstanding debts. The final management letter of 2005-06 as well as the interim management letter of 2006-07 included a similar finding. An error rate of 75% was found. The following serve as examples:

	No
	Name of debtor
	Debtor no.
	Amount
	Last credit date

	1
	NF Bosman
	40519
	    7 915.32 
	07/02/2001

	2
	KST Matthews
	40414
	    8 214.06 
	01/03/2002

	3
	JM Lebooa
	48
	    1 533.35 
	01/11/2002

	4
	DATAVOICE
	148
	        600.00 
	01/11/2002

	5
	SOMCHEM
	154
	    1 200.00 
	01/11/2002

	6
	OMNIPLESS
	157
	    6875.00 
	01/11/2002

	7
	NETELEK
	159
	    1 400.00 
	01/11/2002

	8
	PSITEK
	160
	    1 800.00 
	01/11/2002

	9
	DAYTOM Products
	161
	    1 801.78 
	01/11/2002

	10
	LHA Systems
	162
	    2 450.00 
	01/11/2002

	11
	AVITRONICS
	257
	    4 300.00 
	15/03/2002

	12
	RM Sampson
	417
	  91 548.11 
	01/04/2003

	13
	TELLUMAT
	253
	    6 000.00 
	14/01/2003

	14
	OSEC
	276
	    1 050.00 
	15/03/2003

	15
	Miss Ervin
	40167
	2 442.59
	30/04/2004

	16
	ER Fraser
	40463
	  29 195.72 
	01/12/2004

	17
	T Mabale
	40209
	    3 820.00 
	01/01/2004

	18
	DBB Bunu
	40219
	  45 611.27 
	15/01/2005

	19
	VS Ntanzi
	40527
	    2 716.30 
	15/07/2005

	20
	ZLTON
	40472
	    1 401.38 
	17/08/2005

	21
	ADS
	40434
	  15 050.00 
	17/03/2005

	22
	A Naidoo
	40651
	    3 384.39 
	16/02/2006

	
	Total Amount
	
	240 309.27
	


Root cause

· Implemented monitoring controls not functional; and

· Non-compliance with the Treasury Regulations.

Risk

·  Non-compliance with Treasury Regulations;

· The overstatement of debtors due to the inclusion of irrecoverable debts; and

·  Loss of income as a result of interest not charged on debts owed to the state.

 

Recommendation

Management should monitor the effectiveness of control activities and regularly follow up all long-outstanding debts and ensure that interest has been charged on debts accordingly.
Management response

	Name of debtor
	Latest progress on debtor

	Bosman NF
	The matter was referred to Facilities and Loss Management on   29 January 2007 to assist with the recovery of the debt. The Facilities and Loss Management is investigating the matter and the debtor will be summons through the State Attorney when the physical address of the debtor is known or the amount will be written off.

	Ntanzi VS
	Ms Ntanzi resigned with last day of duty 18 July 2005. The amount owed to the Department was indicated on the pension file. According to the National Treasury the debtors pension file is still not finalised as a result of outstanding SARS matters. The matter is regularly followed up with National Treasury.

	Naidoo A
	Mr Naidoo resigned with last day of duty 2 December 2005. The ex-official is indebted to the Department in respect of tax debt. On 27 June 2006 Human Resources Management informed Mr Naidoo about his debt. Mr Naidoo enquired the calculations of his tax debt and the calculations were made available to him. On 20 December 2006 Mr Naidoo provided the Department with his new address. The matter has been forwarded to Facilities and Loss Management to assist to recover or write off the debt.

	Lebooa JM 
	The official resigned with last day of duty 30 January 2001 and is indebted to the Department in respect of tax debt. The matter has been forwarded to Facilities and Loss Management to assist to recover or write off the debt.   The matter has been forwarded to the State Attorney to assist to recover the debt. The matter is regularly followed up with the State Attorney.

	Sampson RM

	The official resigned with last day of duty 18 July 2005 and owes the Department in respect of Bursary, Cell phone, outstanding advance, Housing bond and parking debt. The matter was discussed with the official on numerous occasions and calculations were made available to him. The matter has been forwarded to Facilities and Loss Management to assist to recover or write off the debt. 


	Matthews KST
	The official resigned with last working day of duty 28 February 2002 and is indebted to the Department in respect of an outstanding advance.  The matter has been referred to Facilities and Loss Management to assist to recover or to write off debt.  Facilities and Loss Management referred the matter to the State Attorney to assist to recover the debt.

	Ervin MJ
	The contract of the official expired on 28 February 2005 and he is indebted to Department in respect of salary overpayment. The matter was referred to Facilities and Loss Management to assist to recover the debt. The matter has been referred to the State Attorney to assist to recover the debt or to write it off. The matter is being followed up monthly with the State Attorney.  

	Fraser ER
	The official resigned with last day of duty 30 June 2004 and is indebted to the Department in respect of bursary debt and private telephone calls. The debt was indicated on the pension file and send to the Pensions Fund on 26 July 2006. The matter is being regularly followed up with National Treasury. 

	Fraser ER
	The official resigned with last day of duty 30 June 2004 and is indebted to the Department in respect of bursary debt and private telephone calls. The debt was indicated on the pension file and send to the Pensions Fund on 26 July 2006. The matter is being regularly followed up with National Treasury. 

	Mabale T
	The official resigned with last day of duty 31 May 2004 and is indebted to the Department in respect of salary overpayment. The matter has been forwarded to the Facilities and Loss Management to assist to recover the debt or to write it off. The matter is currently being investigated by Legal Services and is regularly followed up. 

	Bunu DBB
	Mr Bunu was transferred to National Intelligence Agency with effect from 01 January 2005 and is indebted to the department in respect of telephone debt, home allowance debt, garnishee and cell phone debt. The matter was forwarded to State Attorney to assist with the recovering of the debt or to write it off. The matter is being followed up regularly with the Sate Attorney.

	Datavoice
	A letter was faxed to the company on 20 February 2007 with regards to the long outstanding invoice and that interest will be charged. Up to date there has been no response. This matter has been referred to Facilities and Loss Management for further investigation to recover or write off.


	Somchem
	Outstanding amount was paid on 5 April 2007.

	Omnipless
	A letter was faxed to the company on 21 February 2007 with regards to the long outstanding invoices and that interest will be charged. According to their records this invoice was paid. To date the Department is still awaiting proof of payment for this invoice. This matter has been referred to Facilities and Loss Management for further investigation to recover or write off.

	Netelek
	A letter was faxed to the company on 01 March 2007 with regards to the long outstanding invoice and that interest will be charged. A response was received from the company on 14 May 2007. This matter has been referred to Facilities and Loss Management for further investigation to recover or write off.


	Psitek
	A letter was faxed to the company on 28 February 2007 with regards to the long outstanding invoices and that interest will be charged. In response the company requested a test report as proof of services rendered. Up to date no further response has been received. This matter has been referred to Facilities and Loss Management for further investigation to recover or write off.

	Dayton products
	A letter was faxed to the company on 28 February 2007 with regards to the long outstanding invoices and that interest will be charged. Up to date no response has been received. This matter has been referred to Facilities and Loss Management for further investigation to recover or write off.   

	LHA Systems
	The outstanding balance was paid on 20 April 2007.

	Avitronics

	A letter was faxed to the company on 05 March 2007 with regards to the long outstanding invoices and that interest will be charged. Up to date no response has been received. This matter has been referred to Facilities and Loss Management for further investigation to recover or write off.  

	Tellumat
	A letter was faxed to the company on 21 February 2007 with regards to the long outstanding invoices and that interest will be charged. In response the company requested a test report as proof of services rendered. Up to date no further response has been received. This matter has been referred to Facilities and Loss Management for further investigation to recover or write off.

	OSEC
	A letter was faxed to the company on 05 March 2007 with regards to the long outstanding invoices and that interest will be charged. In response the company telephonically requested that the invoices in the name of OSEC be re-issued in the name of Simon Bearmish with a new date of issue. No further response was received. This matter has been referred to Facilities and Loss Management for further investigation to recover or write off.

	Zlton

	The outstanding balance was paid on 07 May 2007 – the interest amount of R18.72 is still outstanding.

	ADS
	Numerous telephonic attempts have been made to contact the company but were unsuccessful.  This matter has been referred to Facilities and Loss Management for further investigation to recover or write off.


Name:  Dirk Du Plessis

Date:    4 July 2007

Designation: Deputy Director: Finance
