[image: image6.jpg]A UDITOR-GENERAL
Auditing to build public confidence SOUTH AFRICA





[image: image6.jpg][image: image7.png]


[image: image8.png]


[image: image9.jpg]A UDITOR-GENERAL
Auditing to build public confidence SOUTH AFRICA





 

CONTENTS

1. 
INTRODUCTION
1

2. 
Audit Opinions History
2

3.
Key Focus Areas
4

4. 
Commitments from Executives
11
4.
Other Matters of Interest
12

5. 
Other AG reports (e.g Performance, Investigation, etc)
13
1.
Introduction
This document contains a brief summary of the audit outcomes for the department of women, children and people with disabilities.

.

2.
Vote: 3

2.1
Audit opinion history

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

	Department of Women, Children and People with disabilities (dwcpd)
	N/A
	N/A
	
	

	The Commission on Gender Equality
	
	
	
	

	Qualification areas
	
	
	
	

	Commission on Gender Equality-
	
	
	
	

	Provisions
	X
	
	
	

	Property, plant and equipment and intangible assets
	X
	
	
	

	Finance leases
	X
	
	
	

	Trade and other receivables
	X
	
	
	

	Fruitless and wasteful expenditure
	X
	
	
	

	Finance costs
	X
	
	
	

	Operating expenditure
	X
	
	
	

	Revenue
	X
	
	
	

	Cash and cash equivalents
	X
	
	
	

	Related parties and key management personnel
	X
	
	
	

	Commitments
	X
	
	
	

	Retained income
	X
	
	
	

	Trade and other payables from exchnage transactions
	X
	X
	
	

	Staff costs
	
	X
	
	

	Irregular Expenditure
	X
	X
	
	

	Contingent Liabilities
	X
	X
	
	

	Other matters
	
	
	
	

	· Predetermined objectives
	
	
	
	

	Department of Women, Children and People with disabilities (dwcpd)
	N/A
	N/A
	X
	X

	The Commission on Gender Equality
	
	X
	X
	X

	· Compliance with laws and regulations
	
	
	
	

	Department of Women, Children and People with disabilities (dwcpd)
	N/A
	N/A
	X
	X

	The Commission on Gender Equality
	
	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 Women, Children and People with Disabilities
	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.


	Controls were not implemented to ensure compliance.

No internal audit unit was in place.

Lack of skills within finance and SCM to ensure compliance.


	The department needs to ensure that the SCM unit is sufficiently resourced. Controls should be implemented to ensure compliance with SCM regulations. Appropriate action should be taken against the appropriate officials.

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


	
	

	
	The preference point system was not applied in all procurement of goods and services above R30 000 as required by section 2(a) of the Preferential Procurement Policy Framework Act and Treasury Regulations 16A6.3(b).


	
	

	
	Contracts were awarded to bidders who did not submit a declaration on whether they are employed by the state or connected to any person employed by the state, which is prescribed in order to comply with Treasury regulation 16A8.3.


	
	

	
	Employees of the department performed remunerative work outside their employment in the department without written permission from the relevant authority as required by section 30 of the Public Service Act.


	
	

	The Commission on Gender Equality
	Goods and services with a transaction value below R500 000 were procured without obtaining the required price quotations, as required by TR 16A6.1.
	Management did not timeously monitor the implementation of action plans to address internal control deficiencies resulting in repeat audit findings.


	Management should ensure that the supply chain management unit implements the institution’s supply chain management policy and also complies with all the SCM legislations. 

Disciplinary action should be taken against supply chain management unit officials or other officials for any non-compliance with SCM policy and SCM legislation

	
	The preference point system was not applied in all procurement of goods and services above R30 000 as required by section 2(a) of the Preferential Procurement Policy Framework Act and TR 16A6.3 (b).


	
	


2.2.2 Predetermined Objectives

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Women, Children and People with Disabilities
	Usefulness of information

Consistency

Treasury Regulation 5.2.4 requires that the annual performance plan should form the basis for the annual report, therefore requiring the consistency of objectives, indicators and targets between planning and reporting documents. A total of 42% of the reported targets are not consistent with the indicators and targets as per the approved annual performance plan. This is due to the fact that indicators and targets were not suitably developed during the strategic planning process.

The National Treasury Framework for managing programme performance information (FMPPI) requires that performance targets be specific in clearly identifying the nature and required level of performance.  A total of 27% of the targets relevant to programme 2: Women Empowerment and Gender Equality were not specific in clearly identifying the nature and the required level of performance. This is due to the fact that indicators and targets were not suitably developed during the strategic planning process.  

The National Treasury Framework for managing programme performance information (FMPPI) requires that performance targets be measurable. The required performance could not be measured for a total of 50% of the targets relevant to programme 2: Women Empowerment and Gender Equality. This is due to the fact that indicators and targets were not suitably developed during the strategic planning process.   

The National Treasury Framework for managing programme performance information (FMPPI) requires that indicators/measures should have clear unambiguous data definitions so that data is collected consistently and is easy to understand and use. A total of 27% of the indicators relevant to programme 2: Women Empowerment and Gender Equality were not well defined in that clear, unambiguous data definitions were not available to allow for data to be collected consistently. This is due to the fact that indicators and targets were not suitably developed during the strategic planning process.


	Lack of understanding of the FMPPI resulting in incorrect application or interpretation.


	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.



	The Commission on Gender Equality
	Presentation

Reasons for major variances not explained

A total of 38% of major variances between planned and actual achievements were not explained in the annual performance report for the year under review as per the National Treasury annual report preparation guide. This was due to inadequate review of the presentation of the annual performance report by management.

	Action plans are inadequate and not implemented correctly to address PY matters reported.


	Management should implement procedures to ensure that the Annual Performance Information is reported according to the Treasury Regulations requirements.

Internal audit should be more involved in verification of quarterly reports.



	
	Consistency

Reported targets not consistent when compared with planned targets

Treasury Regulation (TR) 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 planning and reporting documents. A total of 33% of the reported targets are not consistent with the targets as per the approved strategic plan. This was due to inadequate review of the completeness of reporting documents by management.

	
	Management should ensure that the planned targets per the annual performance plan should match that which is reported on in the annual performance report. This should be reviewed by a senior official who critically analyses the reports and ensures consistency thereof.

Internal audit should be more involved in verification of quarterly reports.




2.2.3 Human Resources

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Women, Children and People with Disabilities
	Job descriptions were not established for all posts in which appointments were made in the current year, as required by Public Service Regulation 1/III/I.1.


	Officials in key positions do not have the minimum competencies and skills.

Poor leadership skills( Lack of delegation, directing and follow up of instructions given to management).

Internal audit not was not established and the audit committee was appointed late in the financial year and thus di not have nay impact.
Action plans were not developed and monitored to address PY matters reported.

Risk assessment not performed timeously to address any emerging risks.


	The accounting officer should establish a mechanism to ensure compliance with laws and regulations.

	
	Sufficient appropriate audit evidence could not be obtained that appointments were only made in posts which were approved and funded, as required by Public Service Regulation  1/III/F.1(a) and (d).


	
	The accounting officer should establish a mechanism to ensure compliance with laws and regulations.

	
	Salary ranges of posts were increased without a job evaluation that supports the increase based on incorrect grading and/or without sufficient funds in the budget in contravention of Public Service Regulation  I/V/C5.


	
	The accounting officer should establish a mechanism to ensure compliance with laws and regulations. The Accounting Officer should initiate the processes in terms of the Treasury Regulations with regards to irregular expenditure.



	
	Employees received overtime compensation in excess of 30% of their monthly salaries, in contravention of Public Service Regulation I/V/D.2(d).


	
	Management must implement controls to ensure that the appropriate level of management review and approve overtime as required in terms of the Public Service Regulation 1/V/D.2 (d) which would be at responsibility manager level. Controls should be implemented to ensure that the monthly compensation for overtime constitute less than 30% of the employee's monthly salary. 



	
	The human resource plan did not include a budget analysis that ensures that the plan can be executed within the available budgeted funds as required by Public Service Regulation 1/III/D.


	
	A checklist should be prepared to ensure all the requirements are adhered to. The plan should be adequately reviewed by the HR executive. 




2.2.4 Information Technology Controls

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Women, Children and People with Disabilities
	User access controls were not adequate as they did not fully address/mitigate key risks.
	Officials in key positions do not have the minimum competencies and skills.

Poor leadership skills( Lack of delegation, directing and follow up of instructions given to management).

Internal audit not functioning effectively to make recommendations on internal controls to Accounting Officer/Authority.

Risk assessment not performed timeously to address any emerging risks.


	The Chief Financial Officer (CFO) who is the data owner should ensure that the PERSAL and BAS user account management procedures are approved and implemented. 

The review of the BAS and PERSAL system controller activities (with regard to user account management) should be regularly performed.

In addition, the system controllers should ensure that evidence of monitoring of user profiles is retained for audit purposes.



	
	IT management had not formally approved the documented Information Technology (IT) Disaster Recovery Plan (DRP)
	
	The Accounting Officer should ensure that a BCP is developed and approved. Whilst awaiting the development and formal approval of the BCP, the Director: IT should ensure that the DRP is formally approved by all the required parties within the next three months. The plan should also be communicated to the relevant stakeholders, stored at an offsite facility and be tested on a regular basis. The test results should be retained for audit purposes.

	
	IT management had not formally designed IT governance controls (policies, procedures, guidelines) to mitigate the risk of IT goals and objectives not being aligned with the business strategic goals. Informal controls were in place, but were inadequate.
	
	Whilst awaiting the approval of the DPSA IT governance framework, The Accounting Officer should ensure that a BCP is developed and approved. Whilst awaiting the development and formal approval of the BCP, the Director: IT should ensure that the DRP is formally approved by all the required parties within the next three months. The plan should also be communicated to the relevant stakeholders, stored at an offsite facility and be tested on a regular basis. The test results should be retained for audit purposes.



	
	
	
	

	The Commission for Gender Wquality
	The following was identified:

· Inadequately designed Information Technology Strategic plan.

· Information Technology Governance framework not designed.
· Inadequate implementation of service level management.
· Inadequate design of the security policy.
· Lack of user account management procedures for Pastel and VIP application

· Inadequate design of change control process.

	Action plans are inadequate to address PY matters reported
	The development and approval of the necessary polices. 

Compliance with the policies should be monitored.


2.2.5 Material Errors/Ommissions in AFS submitted for Audit

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Women, Children and People with Disabilities
	The financial statements submitted for auditing were not prepared in accordance with the prescribed financial reporting framework as required by section 40(1) (b) of the Public Finance Management Act. Material misstatements of disclosure items identified by the auditors in the submitted financial statements were subsequently corrected and the supporting records were provided subsequently, resulting in the financial statements receiving an unqualified audit opinion.


	Poor understanding of what is an appropriate system, and why key controls are essential in driving a working administration.
Internal audit was not established and the audit committee was appointed late and thus had no impact.

Key financial management skills (CFO not performing adequately).


	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.



	The Commission on Gender Equality
	The financial statements submitted for auditing were not prepared in accordance with the prescribed financial reporting framework and supported by full and proper records as required by section 40(1)(a) and (b) of the PFMA. Material misstatements of disclosure items identified by the auditors in the submitted financial statements were subsequently corrected and the supporting records were provided subsequently, resulting in the financial statements receiving an unqualified audit opinion.


	Action plans are inadequate or not implemented correctly to address PY matters reported


	


2.2.6 Financial Health Status

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Women, Children and People with Disabilities
	Current expenditure exceeded the approved current expenditure budget.
	Poor understanding of what is an appropriate system, and why key controls are essential in driving a working administration.

Officials in key positions do not have the minimum competencies and skills.

No internal audit was established and the audit committee was appointed late in the financial year.
	The Accounting Officer needs to ensure that sufficient budgetary controls are established.



	
	The department would not have been able to fund all liabilities (accruals) from the current year’s voted funds, if all liabilities had been paid at year-end.
	
	

	
	All voted funds approved for the next year are not available for use.
	
	

	
	An accrual-adjusted surplus for the year was not achieved.
	
	

	
	An accrual-adjusted net asset position was not achieved (total liabilities exceeded total assets).
	
	

	
	The year-end bank balance was in overdraft.
	
	


3. Commitments by the Executive

· Department of women, children and people with disabilities
The following was committed:

The development and implementation a turnaround plan to address all audit findings. This plan will be monitored on a monthly basis. This will be done as follows: 

a. The Accounting Officer will report monthly to Minister on progress of the action plan. The action plan progress will be reviewed by the Audit Committee on a quarterly basis and the progress will be confirmed by the Audit Committee and submitted to Minister. Minister will review and take appropriate action.

b. The Accounting Officer will do a key control assessment that will be reviewed by the Audit Committee and submitted to Minister for follow up on all areas where the controls are not implemented.

c. A Chief financial Officer with sufficient expertise will be appointed.

d. The Director-General will report monthly on expenditure against the budget and Minister will review the report and take appropriate action.

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

	Auditee
	Unauthorised expenditure

	
	Movement
	Amount
R
2012
	Amount
R
2011

	1
	Department of women, children and people with disabilities
	
	25 153 000
	3 729 000


 (b)
Fruitless and wasteful expenditure: 

	Auditee
	Fruitless

 expenditure

	
	Movement
	Amount
R
2012
	Amount
R
2011

	1
	Department of women, children and people with disabilities
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	0
	1 000

	2
	The Commission on Gender Equality
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	37 040
	206 989


 (c)
Irregular expenditure: 

	Auditee
	Irregular expenditure

	
	Movement
	Amount
R
2012
	Amount
R
2011

	1
	Department of women, children and people with disabilities
	
	35 120 000
	6 629 000

	2
	The Commission on Gender Equality
	[image: image4.emf]
	5 573 861
	10 339 703


5. 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: image5.png]
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