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1.
Introduction
This document contains a brief summary of the audit outcomes for the department of Cooperative Governance and Traditional Affairs.

The department was last at SCOPA hearing in 15 February 2012 or for the year end of 
31 March 2011.

.

2.
Vote: 3

2.1
Audit opinion history

	Audit opinions
	08/09
	09/10
	10/11
	11/12

	Department of Cooperative Governance and Traditional Affairs (CoGTA)
	
	
	
	

	Qualification areas
	
	
	
	

	· Completeness of Irregular Expenditure
	
	
	X
	

	· Fixed Assets
	X
	
	
	

	Other matters
	
	
	
	

	· Predetermined objectives
	X
	X
	X
	X

	· Compliance with laws and regulations
	X
	X
	X
	X


	AUDIT OPINION

	 
	CLEAN AUDIT OPINION: No findings on PDO and Compliance

	 
	UNQUALIFIED with findings on PDO and Compliance

	 
	QUALIFIED AUDIT OPINION (with/without findings)

	 
	DISCLAIMER/ADVERSE AUDIT OPINION


2.2 KEY FOCUS AREAS:  
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2.2.1 Supply Chain Management

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Cooperative Governance and Traditional Affairs (CoGTA)
	Goods and services with a transaction value below R500 000 were procured without obtaining the required price quotations, as required by Treasury Regulation 16A6.1.
	Action plans are indequate or not implemented correctly to address PY matters reported.

Internal audit not functioning effectively to make recommendations on internal controls to Accounting Officer/Authority.
Lack of accountability of management responsible for SCM.


	An irregular expenditure report must be compiled monthly by the unit heads.  The unit heads must declare irregular expenditure incurred or not and sign off on these reports.  Internal audit must validate these reports and the CFO must report monthly to the Accounting Officer and the Audit Committee.  The Audit Committee and the Accounting Officer must then report quarterly to the Executive Authority. 



	
	Goods and services with a transaction value above R500 000 were procured without inviting competitive bids, as required by Treasury Regulation 16A6.1.
	
	

	
	Invitations for competitive bidding were not always advertised for the required minimum period of 21 days, as required by Treasury Regulation 16A6.3(c).
	
	

	
	Quotations were awarded to suppliers whose tax matters had not been declared by the South African Revenue Service to be in order, as required by Treasury Regulation 16A9.1(d) and the Preferential Procurement Regulations.
	
	


2.2.2 Predetermined Objectives

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Cooperative Governance and Traditional Affairs (CoGTA)
	Usefulness of information

Consistency

Treasury Regulation 5.2.4 requires that the strategic plan should form the basis for the annual report, therefore requiring the consistency of objectives, indicators and targets between the planning and reporting documents.  A total of 22% of the reported objectives, indicators and targets for the Department of Traditional Affairs were not consistent with the objectives, indicators and targets as per the approved strategic performance plan.  

Measurability 

The FMPPI requires that indicators and measures should have clear, unambiguous data definitions so that data can be collected consistently and is easy to understand and use.  A total of 44% of the indicators relevant to programme 4: disaster management, programme 5: provincial and municipal government support and programme 6: infrastructure and economic development of the Department of Cooperative Governance were not well defined in that clear, unambiguous data definitions were not available to allow for data to be collected consistently.  
The FMPPI requires that it must be possible to validate the processes and systems that produce the indicator.  A total of 44% of the indicators relevant to programme 3: governance and intergovernmental relations, programme 4: disaster management, programme 5: provincial and municipal government support and programme 6: infrastructure and economic development of the Department of Cooperative Governance were not verifiable in that valid processes and systems that produced the information on actual performance did not exist
	Action plans are inadequate or not implemented correctly to address PY matters reported

Management also did not understanding the FMPPI regarding the link of the strategic plan to other entities’ plans.
Lack of understanding of the FMPPI resulting in incorrect application or interpretation

There was also a lack of key controls in the relevant systems of collection, collation, verification and storage of actual performance information.
	The department should ensure that it follows up on its action plans to ensure that appropriate action  is taken timely to address issues noted.

Workshops should be conducted with the National Treasury to ensure clear guidance on expectations when the strategic plan is being drafted.



	
	Reliability of information

Validity, accuracy and completeness 

The FMPPI requires that processes and systems that produce the indicator should be verifiable; that the indicator should be accurate enough for its intended use and respond to changes in the level of performance; and that documentation addressing the systems and processes for identifying, collecting, collating, verifying and storing information should be properly maintained.  I was unable to obtain all the information and explanations I considered necessary to satisfy myself as to the validity, accuracy and completeness of the actual reported performance relevant to 24% of programme 3: governance and intergovernmental relations, programme 5: provincial and municipal government support and programme 6: infrastructure and economic development of the Department of Cooperative Governance.  
	This was due to a lack of standard operating procedures for the recording of actual achievements by senior management.
	The entity should develop a system to collect and collate information to ensure that all reported information is adequately supported by sufficient substantiating evidence.

	
	Of the total number of 84 planned targets, 36 were not achieved by the Department of Cooperative Governance during the year under review.  This means that 43% of the total planned targets were not achieved during the year under review.
	Inadequate planning during the strategic planning phase resulting in targets being included which the entity does not have control  over.
	The entity should develop a system to collect and collate information to ensure that all reported information is adequately supported by sufficient substantiating evidence.  
Adequate planning should be done when the strategic plan is compiled to ensure that targets are achieved.

	
	The accounting officer did not ensure that the department had and maintained an effective, efficient and transparent system of internal control regarding performance management, which described and represented how the institution’s processes of performance planning, monitoring, measurement, review and reporting were conducted, organised and managed, as required by section 38(1)(a)(i) and (b) of the PFMA.
	
	


2.2.3 Human Resources

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Cooperative Governance and Traditional Affairs (CoGTA)
	A human resource plan was not in place, as required by Public Service Regulation 1/III/B.2(d).
	The plan was not signed off due to a moratorium placed on poistions as a result of a turn around strategy.  This resulted in the plan not being approved
	The HR plan should be signed off as the turn around strategy has now been finalised and a new executive appointed

	
	Persons in charge at pay points did not always certify that the employees receiving payment were entitled thereto, as required by Treasury Regulation 8.3.4.
	Lack of adequate planning and not adhering to the laws and regulations
	Management responsible for payroll certifications should be held accountable where non-compliance is noted.  Better planning should be conducted where officials are not available


2.2.4 Information Technology Controls

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Cooperative Governance and Traditional Affairs (CoGTA)
	Lack of formal Security Policy
	Lack of clear policy regarding new user and maintenance of user IDs
Failure by management to address prior findings in the action plan.
	Management should ensure that prior year matters are implemented as contained in its action plan.

IT Policy should be revised to ensure that the User account management matters are addressed.

	
	Inadequate user account management
	
	

	
	No Formal IT Governance controls and no committee formally appointed (IT Governance steering comm.)
	
	

	
	No formal disaster recovery plan.
	
	


2.2.5 Material Errors/Ommissions in AFS submitted for Audit

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Cooperative Governance and Traditional Affairs (CoGTA)
	The financial statements submitted for auditing were not prepared in accordance with the prescribed financial reporting framework and were not supported by full and proper records, as required by section 40(1)(b) of the PFMA.  Material misstatements of disclosure items identified by the auditors in the submitted financial statements were subsequently corrected, resulting in the financial statements receiving an unqualified audit opinion.
	Lack of adequate review of AFS by those charged with governance (incl. Audit Committee)


	Management should ensure that AFS are prepared regularly (monthly vs Quarterly).

These AFS should be reviewed by the governance structures i.e management, internal audit and audit committee.

The AFS prepared should be adequately supported by substantiating evidence to corroborate validity, accuracy and completeness thereof.

AFS which are submitted must be the final set approved by the leadership and supported as referred to above.




2.2.6 Financial Health Status

No matters to report.

3.
Other Matters of interest 
(a)
Unauthorised expenditure: 

No unauthorised expenditure incurred by any of the entities in the portfolio

(b)
Fruitless and wasteful expenditure: 

No additional fruitless and wasteful expenditure was incurred during the current year.

(c)
Irregular expenditure: 

	Auditee
	Irregular expenditure

	
	Movement
	Amount
R
2012
	Amount
R
2011

	1
	Department of Cooperative Governance and Traditional Affairs
	
	R435,0m
	R419,0m


4. Other AG Reports

- Investigation:

No investigations are currently underway as undertaken by the AGSA.
- Performance Audits:

No performance audits are currently underway as undertaken by the AGSA.[image: image2.png]
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