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1.
Introduction

This document contains a brief summary of the audit outcomes for the national department of Tourism.

2.
Audit opinion history: Vote: 31

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

	National Department of Environmental Affairs and Tourism
	
	
	
	

	National Department of Tourism
	
	
	
	

	South African Tourism
	
	
	
	

	Other matters
	
	
	
	

	· Predetermined objectives
	
	
	
	

	National Department of Environmental Affairs and Tourism
	X
	
	
	

	National Department of Tourism
	-
	-
	
	

	South African Tourism
	
	
	
	

	· Compliance with laws and regulations
	
	
	
	

	National Department of Environmental Affairs and Tourism
	X
	
	
	

	National Department of Tourism
	-
	-
	X
	X

	South African Tourism
	
	
	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


3.
Key Focus Areas:  
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	Controls are in place 

	 
	Progress on the implementation of such controls were made but improvement is still required,

	 
	Internal controls are not in place and intervention is required to design and implement appropriate controls


3.1 Supply Chain Management

	Entity
	Finding
	Root Cause
	Recommendation

	South African Tourism
	R6 897 898 (100%) of irregular expenditure incurred in the current financial year was as a result of the contravention of SCM legislation 


	The issues on SCM were attributable to non-compliance matters regarding deviations from the SCM policy. Procurement was done through deviations not approved by the delegated official and resulted in non-compliance findings as escalated in the Audit Report.


	Management should ensure that SCM policies and procedures are in line with the laws and regulations of SCM to ensure compliance



	
	Material non-compliance regarding quotations awarded to bidders who did not submit declaration of interest (employed by the state or connected to any person employed by the state (SBD4)). 


	
	

	
	Other non-compliance was iro deviations from the SCM requirements not being properly motivated. 


	
	


3.2 Predetermined Objectives

	Entity
	Finding
	Root Cause
	Recommendation

	National Department of Tourism 
	Additional matter paragraph in the audit report (new reporting requirement)

Material audit adjustments to the annual performance report were made.  


	Inadequate review of the reported information to ensure that this is supported by reliable evidence
	The performance information submitted on 31 May should be adequately supported by substantiating evidence to corroborate validity, accuracy and completeness thereof. The PDO information should be prepared and reviewed quarterly to ensure reliability and that it is supported by corroborating evidence.

	South African Tourism
	Additional matter paragraph in the audit report new reporting requirement)

55% of reported targets were not achieved – reasons for these were provided. 


	This was mainly due to the fact that indicators and targets were based on a stable baseline while external factors like the global economic slowdown and bad media reporting on safety and security, influenced the actual results negatively.
	Management need to review their indicators and targets to take the external factors into account.


3.3 Human Resources

	Entity
	Finding
	Root Cause
	Recommendation

	National Department of Tourism 
	N/A
	N/A
	N/A

	South African Tourism
	N/A
	N/A
	N/A


3.4 Information Technology Controls

	Entity
	Finding
	Root Cause
	Recommendation

	South African Tourism
	IT Security Management O/S, Network, Database) IT audit matters identified both by external and internal auditors relating to: 

Delays in finalizing the disaster recovering plan. 

SAT management has committed to address these findings and is taking the necessary corrective steps. 


	The policies and procedures had not been reviewed by management to ensure that they were aligned with best practices.  


	SAT should ensure that they continuously review their policies to ensure that they are aligned to best practices.

	
	IT User Access Control- Network and Application level 

IT audit matters identified both by external and internal auditors relating to: 

· User account management procedures are not fully implemented. 

· User access internal controls were not based on best practice recommendations. 

SAT management has committed to address these findings and is taking the necessary corrective steps. 


	
	


3.5 Material Errors/Ommissions in AFS submitted for Audit

	Entity
	Finding
	Root Cause
	Recommendation

	National Department of Tourism
	N/A
	N/A
	N/A

	South African Tourism 
	The financial statements submitted for auditing were not prepared in all material respects in accordance with the requirements of section 55(1)(a) and (b) of the PFMA.  Material misstatements of revenue and disclosure items identified by the auditors were subsequently corrected.
	Lack of adequate review of AFS by management and audit committee.
	Management should ensure that AFS are prepared regularly (monthly vs Quarterly).

These AFS should be properly reviewed by management.


3.6 Financial Health Status

	Entity
	Finding
	Root Cause
	Recommendation

	National Department of Tourism 
	N/A
	N/A
	N/A

	South African Tourism
	Incurred a net deficit which was funded from accumulated surpluses. This was due to foreign exchange losses for which the entity cannot hedge. 


	In line with its mandate as per the Tourism Act, South African Tourism executes marketing activities in numerous international markets and is therefore exposed to significant foreign exchange risk. During the 2011/12 financial year, South African Tourism incurred foreign exchange losses of 
R 48 987 258 compared to foreign exchange profits of 
R 7 543 510 in the 2010/11 financial year.  Funding is however not provided by National Treasury for foreign exchange cover in respect of the non-overheads component of its approved budget. 
	Current mechanisms used by the public entity to address the risk of foreign exchange losses must be closely monitored. The funding of operations from the accumulated surplus and cash balance is not sustainable and will impact directly on the funding and service delivery of the public entity.




3.7 Other Compliance Matters

	Entity
	Finding
	Root Cause
	Recommendation

	National Department of Tourism
	Non-compliance with TR8.4.1 was reported during the 2010-11 and 2011-12 financial year.

The audit of these EPWP projects revealed the following discrepancies:

· Provincial Project Managers and project implementers did not comply with required reporting procedures.

· Project implementers did not submit annual financial and performance audit reports on the progress of projects.

· Instances were identified where Provincial Project Managers did not conduct regular site inspections and did not review the performance of implementers as required.


	During the 2010/11 financial year management commenced with a review of all projects and implemented corrective action where controls were not functioning as intended.  
	The accounting officer must monitor the  action plans that have been implemented to address the internal control deficiencies regarding the transfers to Expanded Public Works Programme projects and ensure that funds are applied for their intended purpose.


4.
Commitments by the Executive

Regular engagements have been held with the executive to discuss the key control assessments as well as the audit outcomes. At the last meeting held on 20 September 2012 the departments and entities audit outcomes were shared with the executive and the root causes and recommendations were discussed.

The executive confirmed that the engagements are invaluable and that they are given high priority. 
The minister will pay closer focus over the setting of performance targets and indicators for both the department and SAT.

The EPWP projects are an area of concern to the minister and the department’s management and will continue to be an area of focus.
5.
Other Matters of interest 

(a)
Unauthorised expenditure: 

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

(b)
Fruitless and wasteful expenditure: 

The Department incurred fruitless and wasteful expenditure during the both the current and previous years.

	Auditee
	Fruitless and wasteful

	
	Movement
	Amount
R
2012
	Amount
R
2011

	1
	National Department of Tourism 
	
	203 000
	28 000

	2
	South African Tourism
	
	-
	-


(c)
Irregular expenditure: 

The Irregular expenditure of the department relates to the EPWP non compliance and that of SAT relates to deviations from the SCM policy.

	Auditee
	Irregular expenditure

	
	Movement
	Amount
R
2012
	Amount
R
2011

	1
	South African Tourism
	
	6 897 898
	-


6. Other AG Reports

- Investigations:

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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