MEDIA STATEMENT

DATE: 21 November 2008

Home Affairs Director-General Mavuso Msimang’s Remarks on Key Issues On The Department’s Annual Report post SCOPA presentation in Parliament on Friday, 21 November 2008

We have reviewed all major financial processes and have thus far identified root causes of control weaknesses and breakdowns and implemented quick wins to address some of these control weaknesses and breakdowns. We have redesigned the finance function and financial processes to ensure more efficient and effective delivery to the Department. Implementation, together with the development and alignment of financial policies, standard operating procedures and administrative functions, and filling of posts will be continued in 2008/09. We believe that we have made good progress in this area but also note that the success of some of the implemented and planned corrective actions will take time to yield results given the delay in filling approved structure.

Revenue Management

Revenue Management continues to be a concern within the department as there are fundamental structural flaws in the revenue system. These structural flaws can be separated into foreign revenue & local revenue. On the foreign revenue component we are dependent on the Department of Foreign Affairs, as they act as our agents in            foreign missions. On the local front the local office infrastructure is not set up to handle cash. These matters will take time, funds and operational resources to   resolve.           

During the current financial year we have commenced with entrenching the required cash and revenue management procedures (Standards Operating Procedure Manual (SOPM) and management controls at selected major offices. This exercise will continue with the assistance of internal audit. 
 
We anticipate that the new Invoicing and Receipting Engine (IRE) will be rolled out to the top 60 revenue collecting offices before 31 March 2009. The system and improved process and controls as planned to be implemented at all DHA cash collection offices by 30 September 2009. This will drastically reduce or completely eliminate the incidence for corruption, while enhancing levels of accountability on revenue collection.

The IRE will automate the reconciliation of the receipts to the cash deposited and upload the revenue and cash accounts in the Department’s Basic Accounting System (BAS) electronically. The Department’s IT division is currently rolling out BAS to all offices that should have it. 

To reduce the delays in banking, which creates exceptions, we have introduced the automated cash handling devices and are rolling these out to local offices. Currently banks are changing technology so the roll out is being delayed. 

Capital assets

A detail asset verification process was performed and an asset register compiled as at 31 March 2008. The results of the asset verification were linked to Department’s financial records. Certain reconciling items, such as CPIX adjustments & rate of exchange fluctuations, are being followed-up and adjusted accordingly. This includes refining relevant components of the asset register which will address matters raised in the external audit report and will result in a compliant fixed asset register. 

The full asset management function was not completed by year end; hence the opinion was expressed on a work in progress. We are in the process of improving the asset management function of the Department and have resolved most of the stated findings, as indicated in the accounting officer’s report. We have embarked on the maintenance phase of the asset management function and aim to have this substantially completed by the end of the current financial year.

Leases

The lease register that the department had covered only leased buildings. We are in the process of consolidating all leases of the Department including vehicles, property and equipment. All entries on the register will be traceable to supporting contracts or other documents. Progress has been made on all aspects of the lease register with the IT assets still outstanding. This lease register is subject to review.

Cash and cash equivalents (Suspense and bank exceptions accounts)

The department has 38 suspense accounts of which the receipt & deposit linked accounts (6) are the only ones that have not been cleared by year end. The Department continues to work on clearing revenue cluster suspense accounts whilst at the same time attempting to respond to the root cause of why certain transactions, which are initially recorded in suspense accounts, are not cleared timeously thereafter. We believe that we have made good progress in this area but also note that the success of some of the implemented and planned corrective actions will take time to yield results. 

Immigration account

The Department has compiled financial statements for the past five years (as agreed with the National Treasury and the Auditor General) based on cleansed underlying financial records. We are currently implementing the improved financial recording and reporting processes and systems based on the current environment. The redesign of the processes, systems and controls to be implemented with effect from 1 April 2009 are nearing completion. The revised accounting process for repatriation deposits and refunds will address the audit findings as the exercise includes cleansing the repatriation deposit suspense account.

Penalties and fines

The processes to levy and record fines have been redesigned and implemented during the current financial year. The penalty case system that manages such fines levied will be cleansed, modified and reconciled to BAS by 31 March 2009. As with most systems in the department these systems are stand alone systems & the effort to clear the record is a manual exercise.

Government Garage

In the current year the department failed the audit sample because we did not have documentary evidence for 44 pieces of paper, the majority of which were petrol slips. We are in the process together with Government Garage of improving the current system of referencing and filing the relevant supporting documentation for the government garage transactions. We envisage that the process will be completed by the end of the current financial year.

Monitoring & Evaluation

The Department has established a new Monitoring & Evaluation team as per the new organogram and is currently filling positions in this Directorate. This team will focus on compliance as well as monthly and annual Financial Statement Close Process (FSCP). 

A temporary Monitoring & Evaluation team has conducted a compliance review at DHA offices in all regions of the country. The findings and recommendations are being addressed and discussed with management. We are in the process of recruiting permanent Monitoring & Evaluation team members.

Fruitless and Wasteful, Irregular and Unauthorised Expenditure

A process was developed and implemented to address the adequate reporting of the above types of expenditure. The maintenance of the relevant register/(s) will mainly be driven by the Monitoring & Evaluation team within the Finance section. The planned impact will take time to yield tangible results. Previous years fruitless & wasteful expenditure has been addressed and resolved, whilst all current year unauthorized expenditure has been fully disclosed in the financial statements.

Governance

The “No responses” referred to in paragraph 20 of the AG’s report have either been addressed or in the process of being implemented. 

Performance reporting

A strategic planning and reporting process, addressing all strategic and annual performance matters, is being re-aligned to the departmental priorities. In the current year the strategic plan initially adopted had to be updated and aligned to the strategic direction agreed upon after the Turnaround analysis. In particular the specific targets and objectives of each strategic goal was combined or further clarified.
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