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1.
Reputation promise of the Auditor-General of South Africa
The Auditor-General has a constitutional mandate and, as the Supreme Audit Institution (SAI) 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.

2.
Introduction


The purpose of the briefing note is to provide an insight by the Auditor-General of South Africa (AGSA) into the audit outcome of the Commission for Gender Equality (CGE) for the year ended 31 March 2008 and 31 March 2009.  CGE received a disclaimed audit opinion with other matters, for both the 2007/08 and 2008/09 financial year.

3.
Entity overview
CGE is a constitutional entity and is directly accountable and report directly to the speaker of Parliament.
The CGE’s mandate is to advance promote and protect gender equality in South Africa through undertaking research, public education, policy development, legislative initiatives, effective monitoring and litigation.
The composition, powers and functions of the CGE are set out in Act 39 of 1996. The functions include: 

· monitoring and evaluating the policies and practices of government, the private sector and other organisations to ensure that they promote and protect gender equality; 

· public education and information;  

· reviewing existing and upcoming legislation from a gender perspective;  

· investigating inequality;  

· commissioning research and making recommendations to parliament or other authorities;  

· investigating complaints on any gender related issue; and

· monitoring/ reporting on compliance with international conventions. 

Composition

CGE is led by Commissioners.  Their Act provides for a chairperson and no fewer than seven and no more than eleven members. No fewer than two and no more than seven are full time members, while the rest are part time members. 
Commissioners are required to be persons with a record of commitment to the promotion of gender equality; and with relevant knowledge and experience in this field. 
4. Organisational structure
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5.
Funding

CGE received a government grant via the Department of Justice and Constitutional Development amounting to R46,2 million (2007/08:  R39,7 million).  

6.
Governance structures

6.1 Top management 

The instability in leadership at CGE is a huge concern and needs to be flagged as a high priority.  The instability resulted in a lack of oversight, direction, monitoring and accountability, which directly resulted in the current financial situation of CGE.  
· Chair of the Commission

The Chair of the Commission resigned in April 2009.  To date, the position has not been filled and various officials acted in the position as chairperson.  The chairperson must be appointed by the President. 

· Commissioners

There are currently 3 vacant commissioner positions.  Commissioners must be nominated by the public and interviewed by the parliamentary committee, which makes recommendations to the President. The commissioners must be appointed by the President. 

· Chief Executive Officer (CEO)

The CEO was suspended with full salary in May 2008. A settlement agreement was only reached in November 2009.  The agreement stipulated that the CEO will receive 9 months of salary, leave accrual, R10 000 to cover for some of the legal cost and a laptop.  

To date the position has not been filled and various officials acted in the position as CEO.  
· Chief Financial Officer (CFO)

The CFO resigned in Ocotber 2007.  To date the position has not been filled and various officials, without sufficient financial skills, acted in the position as CFO.  
· Head of Divisions (HOD’s)

All 6 HOD positions are vacant since 2007.  To date the positions have not been filled and various officials acted in these positions.

6.2 Audit committee

There was no audit committee during the 2007/08 and 2008/09 financial years.  An audit committee was established in May 2009.
6.3 Internal audit

There was no internal audit function during the 2007/08 and 2008/09 financial years.  An internal audit unit was estabhlised in May 2009.
6.4 Various other governance responsibilities 

· Significant difficulties were experienced during the audit concerning delays and the availability of requested information and management comments.
· The financial statements were subject to material amendments resulting from the audit.

· The annual report was not submitted for consideration prior to the tabling of the auditor’s report.  To date the 2007/08 and 2008/09 annual report are yet not tabled.
· The annual financial statements were not submitted for auditing as per the legislated deadlines section 40 of the PFMA for the past two years.
· Key officials were not available throughout the audit process.

· There are significant deficiencies in the design and implementation of internal control in respect of financial and risk management.

· There are significant deficiencies in the design and implementation of internal control in respect of compliance with applicable laws and regulations.

· The information systems not appropriate to facilitate the preparation of the financial statements.

· A risk assessment was not conducted as a result no risk management strategy, which includes a fraud prevention plan exist, as required by Treasury Regulation 3.2.
· Powers and duties have not been assigned, as set out in section 44 of the PFMA.
· The prior year audit findings have not been substantially addressed.

· The information systems are inappropriate to facilitate the preparation of a performance report that is accurate and complete.

· Adequate control processes and procedures are not designed and implemented to ensure the accuracy and completeness of reported performance information.

· A strategic plan was not prepared and approved for the financial year under review for purposes of monitoring the performance in relation to the budget and delivery by the entity against its mandate, predetermined objectives, outputs, indicators and targets as per Treasury Regulation 29.1.
· There is not a functioning performance management system and performance bonuses are paid without a proper assessment and approval by those charged with governance.

6.5 Other matters of concern
· Significant unadjusted errors for the 2007/08 and 2008/09 due to lack of financial knowledge.

· The requirements of Supply Chain Management regulations were not implemented resulting in significant irregular expenditure.
· No budgetary control and monitoring.

· Significant mismanagement and misappropriation of funds.

· Senior officials did not declare their business interests.

· Significant lack of financial skill at the CGE.
· High number of vacancies and staff turnover.
7.
Annual Financial Statements

7.1  
Basis of accounting

The financial statements must be prepared in accordance with the South African Statements of Generally Accepted Accounting Practices (GAAP), including any interpretations of such statements issued by the Accounting Practices Board, with the effective Standards of Generally Recognised Accounting Practices (GRAP) issued by the Accounting Standards Board replacing the equivalent GAAP statement as follows:

· GRAP 1: Presentation of financial statements replaced AC101: Presentation of financial statements.
· GRAP 2: Cash flow statements replaced AC118: Cash flow statements.
· GRAP 3: Accounting policies, changes in accounting estimates and errors replaced AC103: Accounting policies, changes in accounting estimates and errors.
7.3
Irregular expenditure (refer to par 34 – 36 of the 2008/09 audit report)
Section 40(3)(b)(i) of the PFMA requires that the annual report and financial statements must include particulars of any irregular expenditure that occurred during the financial year. During the audit we identified irregular expenditure amounting R14,8 million for the year ended 31 March 2009 which was not disclosed in the financial statements.   The irregular expenditure relates to the following:
· Unauthorised acting allowances.

· Not all procurement of goods and services, either by way of quotations or through a bidding process, was within the threshold values as determined by the National Treasury.

· Certain acquisitions were not approved.

· Certain payments were made without invoices.

· Finance lease payments for the current and previous financial year.  

Except for the unauthorised travel and subsistence, no action was taken by management in terms reporting and criminal or disciplinary steps as a consequence of such irregular expenditure.

7.3
Fruitless expenditure (refer to par 37 of the 2008/09 audit report)
Section 40(3)(b)(i) of the PFMA requires that the annual report and financial statements must include particulars of any fruitless and wasteful expenditure that occurred during the financial year. During the audit we identified fruitless and wasteful expenditure amounting to R301k for the year ended 31 March 2009 which was not disclosed in the financial statements. The fruitless and wasteful expenditure resulted from penalties and interest relating to EMP201 returns submitted late by CGE.
8.
Audit outcome and history (refer to par 4 - 56 of the 2008/09 audit report)
8.1  
Audit outcome and history 
	Financial year
	2007/08
	2008/09

	Audit outcome
	Disclaimed audit opinion – refer below more detail
	Disclaimed audit opinion – refer below more detail

	Emphasis of matters
	No matter
	No matter

	Other matters
	No matter
	· Annual report not available at the time of the audit.
· Non compliance in terms of Treasury Regulations and the Public Finance Management Act

· Unaudited supplementary schedules

· Forensic investigation cunducted. 



	Other reporting responsibility
	· Non-compliance with regulatory requirements

CGE did not prepare a strategic plan that is consistent with the period covered by the medium-term expenditure framework

· No quarterly reporting on performance information

· Performance information not received in time

Assessment could not be performed of the reliability of the reported performance information as the information was not received. 


	· Non-compliance with regulatory requirements

CGE did not prepare a strategic plan that is consistent with the period covered by the medium-term expenditure framework

· No quarterly reporting on performance information

· Performance information not received in time

Assessment could not be performed of the reliability of the reported performance information as the information was not received. 




8.2 Root causes

The qualifications and current situation of CGE is attributable to the following main root causes:

· The accounting officer does not exercise oversight responsibility over financial reporting and internal control.

· Human resource policies do not facilitate effective recruitment and training, disciplining and supervision of personnel.
· Pertinent information is not identified and captured in a form and timeframe to support financial reporting.

· Management has not specified financial reporting objectives to enable the identification of risks to reliable financial reporting.

· Manual or automated controls are not designed to ensure that the transactions have occurred, are authorised, and are completely and accurately processed.

· Policies and procedures related to financial reporting are not established and communicated.
· Ongoing monitoring and supervision are not undertaken to enable an assessment of the effectiveness of internal control over financial reporting.

9. Investigation
An investigation is currently being conducted by the AGSA and the Office of the Public Protector into possible financial misconduct, irregularities and contravention of laws and regulations. 

The investigation is finalised and final management comments are oustanding.  Once management comments are received the report will finalised.  

The investigation took longer than initially anticipated due to the magnitude of misconduct, irregularities and contraventions.  Furthermore, the lack of co-operation from management, unavailibility of supporting documentation and the recreation of a general ledger as the financial and human resources system crashed without back ups being kept also contributed to the delay.
The report will be tabled seperately to Parliament.

There is currently a dispute as to who is responsible to pay for the investigation.  The investigation was requested by the CGE and thereafter also requested by the Deputy Speaker of Parliament.  CGE are of the opinion that Parliament must pay for the investigation.

Furthermore, due to the current financial situation, CGE is not in the position to pay for the investigation.  CGE requested assistance from both National Treasury and the Department of Justice and Constitutional Development and both declinded CGE’s request for assistance.  
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