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NOTES TO SLIDE 2

REPUTATION PROMISE

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



NOTES TO SLIDE 3

COMPLETION OF AUDITS

Statistics South Africa (Stats SA) is a National Department with no Public Entities. The presentation therefore only covers the audit outcomes of the National Department (Stats SA). Stats SA’s audit was finalised by the legislative deadline of 31 July.


NET MOVEMENTS IN AUDIT OUTCOMES

The Department moved from a “financially unqualified opinion with findings on predetermined objectives and/or compliance with laws and regulations” to a “financially unqualified opinion with no findings on predetermined objectives and/or compliance with laws and regulations”.

The prior year compliance findings related to payments not made within 30 days, whilst damages and losses were not addressed timeously. The prior year predetermined objectives finding related to incomplete quarterly reports and targets which were not SMART.


NOTES TO SLIDE 4

DRIVERS OF IMPROVED AUDIT OUTCOMES

Introduction

During the presentation of the 2008-09 PFMA audit outcomes, the AGSA mentioned that it was possible to obtain clean audit reports if:
 
	on the basis of monthly financial and performance management reports, as well as risk management reports, the leadership was empowered to exercise effective monitoring of results and set the correct tone for effective performance

the chief financial officers observed the basics of financial reporting and related internal control systems, including monthly financial reporting 
audit committees and internal audit enhanced the identification of key risks and key controls, as well as monitor their management
Subsequent to the 2008-09 road show, meetings were held where they were briefed on the AGSA methodology and taken through the key controls and the commitments required to drive clean audit outcomes. 

Some of the commitments required would involve:

	Monitoring the implementation of action plans to address both the external and internal audit findings, in particular material misstatements in the financial statements, non-compliance with laws and regulations, key governance matters, as well as pre-determined objectives reporting


	Preparation of regular financial statements that complied with the stringent accounting frameworks


During the audit, the audit team met with Stats SA to provide feedback to them on the key controls that were either not in place or not effective in order to enable them to take corrective action. 

Achievements

At an overall level, the improvement in the audit outcomes in 2009-10, was driven by the leadership (accounting officer) of the department who took ownership for their audit outcomes. 


Overall challenges

	There are matters pertaining to the areas of compliance with laws and regulations, reporting on achievements against predetermined objectives, transversal material misstatements in the financial statements, human resource management, procurement and contract management and information systems, which still require corrective action to maintain the clean audit outcomes.


	The leadership must ensure that a clean administration is maintained on a sustainable basis to prevent a regression of the audit outcomes. This should be done through institutionalising the basic key internal controls around leadership oversight, financial and performance management and governance practices (internal audit, audit committees and risk management). 








Leadership
Auditees who improved or maintained previous  good practices
Auditees where improvements are required


Departments

Public entities

Departments

Public entities
	 Provision of adequately skilled resources capable of implementing the financial reporting framework and performance management requirements, as well as adequate  evaluation of the performance of existing staff :



Financial statements


Stats SA

Material amendments to the financial statements were necessary as a result of the audit. These amendments mainly related to the disclosure notes (contingent liabilities, accruals, commitments, lease commitments, etc.) and in many cases were repeat findings from the previous year. As a result, the Accounting Officer (and Minister) should focus on addressing the training needs of staff relating to the reporting requirements of the items in the disclosure notes.
	Predetermined objectives

Stats SA



The department should continue to allocate adequate resources to review the strategic planning process to assess whether the predetermined objectives set are in line with the mandate of the department.  


Ensuring that proper actions are taken to address audit findings; key controls are implemented to mitigate risk of misstatement of financial statements and report on predetermined objectives:

Financial statements
Stats SA




	Predetermined objectives

Stats SA



Improvements are due to the leadership (accounting officer) taking decisive actions to address risks relating to the achievement of complete and accurate financial reporting in a timely manner. Internal audit and the audit committees played a central role in the review of the implementation of the financial management improvement plans to ensure that the previous year’s audit findings were addressed.

	Leadership’s implementation of action plans to address user access control deficiencies (Information Systems) 





Stats SA

Key findings identified during the audit:

	Access request forms not completed

Access request open for manipulation
Absence of password complexity
Users’ access not reviewed to ensure that they remained commensurate with their job responsibilities
Activities of the system administrators / controllers not monitored





NOTES TO SLIDE 5

DRIVERS OF IMPROVED AUDIT OUTCOMES

FINANCIAL MANAGEMENT

Financial and performance management
Auditees who improved or maintained previous  good practices
Auditees where improvements are required


Departments

Public entities

Departments

Public entities
	Appropriate systems are in place to support the preparation of financial statements and performance reports: 


Financial statements


Stats SA

	Predetermined objectives

Stats SA




The department did not implement an adequate manual and/or automated system to collate and identify pertinent information in respect of the items in the disclosure notes.

	 Review of the financial statements and other information by management for completeness and accuracy prior to submission for audit:

 
	Financial statements



Stats SA

	Predetermined objectives

Stats SA



The Department did not put adequate controls in place to ensure the accuracy and completeness of the items in the disclosure notes to the financial statements. 
The financial statements submitted by the department to the audit committee and for audit were not effectively reviewed by management and resulted in material misstatements pertaining to the disclosure notes. 
The inadequate review of these items resulted in material misstatements needing to be amended.

Improvements required by the department: Effective review of the financial statements and other information for completeness and accuracy prior to submission for audit.
 

	Proper record keeping and management, ensuring that supporting documents are properly filed and easily retrievable:


Financial statements


Stats SA

	Predetermined objectives

Stats SA



The department did not have adequate controls in place to ensure that all documents supporting the financial statements were properly filed and easily retrievable. The requested information was not always supplied within agreed timeframes.

	Application systems susceptible to compromised data integrity (Information Systems) 

	User access control

Security management 
Business Continuity

User access controls


Stats SA

	Security management 



Stats SA

	Business continuity



Stats SA


Some of the key findings were:
	Access control procedures not consistently implemented

Password complexity inadequate
Weaknesses in disaster recovery
 

	



NOTES TO SLIDE 6

DRIVERS OF IMPROVED AUDIT OUTCOMES

GOVERNANCE




Governance
Auditees who improved or maintained previous  good practices
Auditees where improvements are required


Departments

Public entities

Departments

Public entities
	Maintaining effective risk assessments  and  strategies including fraud prevention plans to address identified weaknesses:


Financial statements
Stats SA



	Predetermined objectives

Stats SA




The risks assessments were conducted and the fraud prevention plans were formalised.

	Ensuring effective internal audit functions that monitor the adequacy and implementation of internal control:


The internal audit function assists management in establishing sound internal control, conducting ongoing monitoring and evaluation of compliance with pre-defined controls and their progress in implementing the action plans. 

Financial statements
Stats SA

.

	Predetermined objectives

Stats SA




For the year under review, the internal audit of Stats SA: 
	operated in accordance with the approved written terms of reference

fulfilled its responsibilities as set out in legislation and in accordance with accepted best practice

	Establishment of functioning audit committees that promotes independent accountability and service delivery:


Audit committees are essential governance structures that assist management with the review of the design and implementation of sound internal controls to achieve good governance and accountability over financial reporting and performance information/service delivery.

Financial statements
Stats SA



	Predetermined objectives

Stats SA




For the year under review we noted that the audit committee of Stats SA: 
	operated in accordance with the approved written terms of reference

fulfilled its responsibilities as set out in legislation and in accordance with accepted best practice
monitored the implementation of internal and external audit recommendations

This assisted the department to achieve and maintain financially unqualified audit opinions with no findings on predetermined objectives and/or compliance with laws and regulations. 

	An IT governance framework that directs the positioning of IT, resource requirements, risk and internal control management (Information Systems). 


IT governance is the responsibility of the executive management. It is an integral part of the organisation governance and consists of the leadership and organisational structures and processes that ensure that the organisation’s IT sustains and extends the organisation’s strategies and objectives.



Stats SA


	The accounting officer of Stats SA must oversee the development and implementation of an IT governance framework.




NOTES TO SLIDE 7

Financial statement qualification areas

Stats SA had a clean audit opinion - financially unqualified with no findings on predetermined objectives and/or compliance with laws and regulations

	
NOTES TO SLIDE 8-9

MATERIAL MISSTATEMENTS CORRECTED

The department had material misstatements relating to the disclosure notes that needed to be amended. In the previous audit similar disclosure misstatements needed to be corrected.

Slide 8-9 depicts the transversal material misstatements for the year under review.

The following steps could assist in reducing the requirement to correct material misstatements to financial statements submitted for audit:

	Preparation of six-monthly financial statements, which are subject to review by internal audit, to identify and correct potential material misstatements before the final audit process 

The financial statements should be subjected to more rigorous review by management before the financial statements are submitted for auditing purposes
Independent reviews of the financial statements to be carried out by the audit committee before the financial statements are submitted for audit purposes 

NOTES TO SLIDE 10 

Fruitless and wasteful expenditure

The fruitless and wasteful expenditure mainly relate to “no shows” – penalties for cancellation of flights and accommodation.


 NOTES TO SLIDE 11

Irregular expenditure

The irregular expenditure was as a result of overtime exceeding 30% of gross monthly basic salary.


NOTES TO SLIDE 12

Unauthorised Expenditure

There was no unauthorized expenditure reported.





NOTES TO SLIDE 13


PREDETERMINED OBJECTIVES: INDICATION OF AUDIT CONCLUSIONS TO BE INCLUDED IN AUDITOR’S REPORT IN FUTURE 

Background

The objective of an audit of predetermined objectives is to enable the auditor to conclude whether the reported performance against predetermined objectives are reliable, accurate and complete, in all material respects, based on pre-determined criteria. 

The AGSA recognises the following as sources of criteria against which the subject matter will be evaluated as a basis for the audit conclusions:

	All relevant laws and regulations

Framework for the managing of programme performance information, issued by the National Treasury
Relevant frameworks, circulars and guidance issued by the National Treasury and the Presidency regarding the planning, management, monitoring and reporting of predetermined objectives.

In terms of section 13 of the Public Audit Act, 2004 (PAA), the AGSA has adopted a phasing-in approach to adherence with sections 20 and 28 of the PAA, until such time as the environment at auditees shows a state of readiness to provide reasonable assurance in the form of an audit opinion or conclusion. The phasing-in approach to the auditing of predetermined objectives will constitute a review of the policies, systems, processes and procedures for the managing of and reporting on performance against predetermined objectives.

In terms of section 13 of the PAA and based on the results of a readiness assessment of audited entities, during November 2008, the AG decided to provide limited assurance in the form of an audit conclusion on the reporting of performance against pre-determined objectives at the following categories of audited entities:

	national and provincial departments, constitutional institutions and trading entities

national and provincial public entities
municipal metropolitan councils and the related municipal entities.

For the above-mentioned categories of audited entities, a separate audit conclusion will be included in the auditor’s reports with effect from the 2011-12 financial year. Audit conclusions in this regard will be reached as part of the financial auditing process in terms of the International Standards on Assurance Engagements (ISAE) 3000: Assurance engagements other than audits or reviews of historical financial information.

This approach has been followed for the 2009-10 audit cycle but with one exception. While all audit work focused on the expression of a conclusion on the predetermined objectives, this conclusion have not yet been lifted to the level of the individual audit report. Instead, the conclusion on the predetermined objectives is contained at management report level. A conclusion has been prepared, but not expressed publicly, beyond being included in the management report, as part of the readiness strategy.

Indication of audit conclusions to be included in auditor’s report in future

Slide 13 presents an indication of the audit conclusion to be included in the auditor’s report in future on predetermined objectives.

Disclaimer

None

Adverse

None

Qualified

None

Unqualified with findings

None

Unqualified with no findings

Stats SA



NOTES TO SLIDE 14

FINDINGS ON PREDETERMINED OBJECTIVES

Slide 14 presents the material findings and shortcomings in the processes, systems and procedures that are included under a section in the audit report titled “Report on other legal and regulatory requirements”, namely (i) compliance with regulatory requirements, (ii) usefulness of predetermined objectives and (iii) reliability of reported predetermined objectives.

Stats SA had no findings in the categories indicated below 

	Compliance with regulatory requirements


The scope of audit work relates to compliance with the PFMA and the National Treasury Framework for Managing Programme Performance pertaining to the planning, management, monitoring, review and reporting of predetermined objectives.

There were no significant findings in this category


	Usefulness of predetermined objectives:


Audit work focused on the consistency, relevance and measurability of planned and reported predetermined objectives.

There were no significant findings in this category

	Reported predetermined objectives not reliable:


Audit work focused on whether the reported predetermined objectives could be traced back to the source data or documentation and whether the reported information is accurate and complete in relation to the source data, evidence or documentation.

Could major variances between actual reported targets and supporting documentation be explained 

Was supporting documentation provided to support reported predetermined objectives

Were performance measures or indicators reported supported by sufficient appropriate evidence and/or did not agree to supporting documents provided. 

There were no significant findings in this category

	Information not submitted for audit by 31 May 2010


The information was submitted by 31 May 2010




ACTIONS TO IMPROVE MANAGING OF AND REPORTING ON PREDETERMINED OBJECTIVES

The management of and reporting on predetermined objectives should continue to be rated as one of the top risks. This will inform the audit plans of internal audit to assess the adequacy and effectiveness of internal control relevant to predetermined objectives. In turn, the audit committees should review and report on the residual risks relevant to predetermined objectives to the ministers on a regular basis (quarterly) for their monitoring. 

The accounting officers should develop and implement credible action plans to address the identified shortcomings in the area of predetermined objectives. The implementation of the action plans should be tracked through periodic dashboard reports.




NOTES TO SLIDE 15

FINDINGS ON COMPLIANCE WITH LAWS AND REGULATIONS

Top 4 categories of non-compliance 

Slide 15 provides a summary of the main categories of prohibited and/or non-adherence to laws and regulations in which non-compliance was isolated. 

Stats SA – no material cases of non compliance identified






NOTES TO SLIDE 16


FINDINGS ON PROCUMENT AND CONTRACT MANAGEMENT 


Top 5 findings from horizontal audit on procurement and contract management

3 price quotations not invited - reasons not recorded and approved 

There were no significant findings in this category

The fraud prevention plan did not include specific measures for preventing and detecting fraud in the procurement process. 

There were no significant findings in this category

R500 000 with no competitive bidding - reasons not recorded and approved 

There were no significant findings in this category

A list of prospective suppliers from whom to invite price quotations was not in place. 

There were no significant findings in this category

SCM policies and procedures were not in place for the acquisition of goods and services

There were no significant findings in this category



NOTES TO SLIDE 17

Audits not conducted by AGSA – section 4(3) entities

Section 4(3) audits are those audits, which the Auditor-General have opted not to perform in terms of the Public Audit Act, 2004.


There are none



