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1.
Introduction
This document contains a brief summary of the audit outcomes for the portfolio of Sport and Recreation.

2.
Audit opinion history: Vote: 20

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

	Department of Sport and Recreation
	
	
	
	

	Boxing South Africa
	
	
	
	

	SA Institute for Drug Free Sport
	
	
	
	

	Qualification areas – Boxing SA
	
	
	
	

	· Trade receivables
	
	
	
	X

	· Trade payables
	
	
	X
	X

	Other matters
	
	
	
	

	· Predetermined objectives
	
	
	
	

	Department of Sport and Recreation
	X
	X
	X
	X

	Boxing SA
	X
	X
	X
	X

	SA Institute for Drug Free Sport
	X
	X
	X
	X

	· Compliance with laws and regulations
	
	
	
	

	Department of Sport and Recreation
	X
	X
	X
	X

	Boxing SA
	X
	X
	X
	X

	SA Institute for Drug Free Sport
	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


3.
Key Focus Areas:  
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3.1 Supply Chain Management

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Sport and Recreation
	Contractual obligations and money owed by the department were not always settled within 30 days or an agreed period, as required by section 38(1)(f) of the Public Finance Management Act and Treasury Regulation 8.2.3.

	Lack of understanding of SCM laws and regulations resulting in misinterpretation of the applicable legislation
Lack of monitoring and review of compliance with laws and regulations also applicable to PSR resulting in non-compliance


	Adequate implementation of SCM laws and regulations to ensure that policies and procedures ensure compliance.  
Adequate planning should be enforced by management to ensure compliance in the SCM unit

	
	The accounting officer did not take effective steps to prevent irregular as well as fruitless and wasteful expenditure, as required by section 38(1)(c)(ii) of the PFMA and Treasury Regulation 9.1.1.

	
	

	Boxing SA
	In some cases, sufficient appropriate audit evidence could not be obtained that goods and services with a transaction value between R10 000 and R500 000 were procured by inviting at least three written price quotations from prospective suppliers as per the requirements of TR 16A.6.1 and National Treasury Practice Note 8 of 2007/08.

	Lack of understanding of SCM laws and regulations resulting in misinterpretation of the applicable legislation

Lack of monitoring and review of compliance with laws and regulations also applicable to PSR resulting in non-compliance

Inadequate planning resulting the non-compliance
	Adequate implementation of SCM laws and regulations to ensure that policies and procedures ensure compliance.  
Adequate planning should be enforced by management to ensure compliance in the SCM unit

	
	The accounting officer did not take 

effective steps to prevent irregular as well as fruitless and wasteful expenditure, as required by section 38(1)(c)(ii) of the PFMA and Treasury Regulation 9.1.1.
	
	

	
	The accounting authority did not take effective and appropriate disciplinary steps against officials who made or permitted irregular and fruitless and wasteful expenditure  as required section 51(1)(e) of the PFMA.


	
	

	
	In certain instances, awards were made to suppliers who failed to provide written proof from the South African Revenue Service that their tax matters are in order as per the requirements of Preferential Procurement Regulations 16 and TR 16A.9.1(d).

	
	

	SA Institute for Drug Free Sport
	The accounting officer did not take 

effective steps to prevent irregular expenditure, as required by section 51(1)(b)(ii) of the PFMA
	Inadequate controls in the SCM unit resulting in non-compliance with the SCM laws and regulations
Lack of monitoring and review of compliance with laws and regulations also applicable to PSR resulting in non-compliance

Inadequate planning resulting the non-compliance


	Management should ensure that SCM policies and procedures are in line with the laws and regulations of SCM to ensure compliance
Adequate planning should be enforced by management to ensure compliance in the SCM unit



	
	Goods and services with a transaction value of below R500 000 were procured without obtaining the required price quotations, as required by treasury regulations  16A6.1.
	
	

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

	
	The accounting authority made awards to suppliers who failed to provide written proof from SARS that the supplier either has no outstanding tax obligations or has made arrangement s to meet outstanding tax obligations in contravention of treasury regulation 16A9.1.(d).
	
	


3.2 Predetermined Objectives

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Sport and Recreation
	Reliability of information

Reported performance not valid

The National Treasury Framework for managing programme performance information (FMPPI) requires that processes and systems which produce the indicator should be verifiable. A total of 27% and 78%of the actual reported performance relevant to the Sport Support Service and Mass Participation programmes respectively was not valid when compared to the source information and/or evidence provided. This was due to a lack of monitoring and review of procedures for the recording of actual achievements by senior management. 
Reported performance not accurate

The National Treasury FMPPI requires that the indicator be accurate enough for its intended use and respond to changes in the level of performance. A total of 27% and 78%of the actual reported indicators relevant to Sport Support Service and Mass Participation programmes respectively were not accurate when compared to source information. This was due to a lack of monitoring and review of operating procedures for the recording of actual achievements by senior management.

Achievement of planned targets

Of the total number of planned targets, only 45% were achieved during the year under review. This represents 55% of total planned targets that were not achieved during the year under review. This was mainly due to the fact that indicators and targets were not suitably developed during the strategic planning process.

	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

The recommendations of AGSA and these workshops should be implemented during the crafting of the targets and indicators for inclusion in the strategic plan to ensure that they conform to the “SMART” principle.

	Boxing SA
	Usefulness of information

Reported targets not consistent with planned targets

Treasury Regulation 30.1.3(g) requires that the annual performance report / 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 40% of the reported targets were not consistent with the targets as per the approved annual performance report / strategic plan. This is due to the lack of oversight on the performance objective function. 
Performance indicator not well defined

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 67% of the indicators/measures relevant to Pro M programme – Partnerships with stakeholders, Compliance with statutory and regulatory requirements and clear policies direction, Developed external procedure documents, Aligned boxing programmes, were not well defined in that clear, unambiguous data definitions were not available to allow for data to be collected consistently. This was due to the fact that management was aware of the requirements of the FMPPI but did not receive the necessary training to enable application of the principles as well as a lack of oversight by management.
Indicators not verifiable

The National Treasury (FMPPI) requires that it must be possible to validate the processes and systems that produce the indicator. A total of 67% of the indicators/measures relevant to Pro M programme – Partnerships with stakeholders, Compliance with statutory and regulatory requirements and Clear policies direction, Developed external procedure documents, Aligned boxing programmes, were not verifiable in that valid processes and systems that produce the information on actual performance did not exist. This was due to the lack of key controls in the relevant systems of collection and verification of actual performance information.
Performance targets not time bound

The National Treasury (FMPPI) requires that the time period or deadline for delivery be specified. A total of 62% of the targets relevant to Provide leadership and good governance in boxing, to promote effective and efficient utilisation and management of limited resources and to create and enabling environment to enhance the status of boxing were not time bound in specifying a time period or deadline for delivery. This was due to the fact that management was aware of the requirements of the FMPPI but did not receive the necessary training to enable application of the principles as well as a lack of oversight by management.
Performance targets not measurable

The National Treasury (FMPPI) requires that performance targets be measurable. The required performance could not be measured for a total of 62% of the targets relevant to provide leadership and good governance in boxing, to promote effective and efficient utilisation and management of limited resources and to create an enabling environment to enhance the status of boxing. This was due to the fact that management was aware of the requirements of the FMPPI but did not receive the necessary training to enable application of the principles as well as a lack of oversight by management.
Performance targets not specific

The National Treasury (FMPPI) requires that performance targets be specific in clearly identifying the nature and required level of performance.  A total of 62% of the targets relevant to Provide leadership and good governance in boxing, to promote effective and efficient utilisation and management of limited resources and to create an enabling environment to enhance the status of boxing were not specific in clearly identifying the nature and the required level of performance.  This was due to the fact that management was aware of the requirements of the FMPPI but did not receive the necessary training to enable application of the principles as well as a lack of oversight by management.

Reliability of information

Reported performance not valid

The National Treasury (FMPPI) requires that processes and systems which produce the indicator should be verifiable. A total of 50% of the actual reported performance relevant to promote and support participation and development of: youth, women, disabled and racial groups in boxing programmes and to create an enabling environment to enhance the status of boxing, 100% of the actual reported performance relevant to liaise and support participation of South African boxers at International competitions, 33% of the actual reported performance relevant to provide leadership and good governance in boxing objectives differed materially when compared to the source information and/or evidence provided. This was due to a lack of monitoring procedures for the recording of actual achievements by senior management. 
Reported performance not accurate 
The National Treasury (FMPPI) requires that the indicator be accurate enough for its intended use and respond to changes in the level of performance. A total of 50% of the actual reported indicators relevant to promote and support participation and development of: youth, women, disabled and racial groups in boxing programmes and to create an enabling environment to enhance the status of boxing, 100% of the actual reported indicator relevant to liaise and support participation of South African boxers at International competitions, 33% of the actual reported indicator relevant to provide leadership and good governance in boxing were not accurate when compared to source information. This was due to a lack of monitoring and review of procedures for the recording of actual achievements by senior management. 

Achievement of planned targets

Of the total number of planned targets, only 40% were achieved during the year under review. This represents 60% of total planned targets that were not achieved during the year under review. 
This was mainly due to the fact that indicators and targets were not suitably developed during the strategic planning process.  


	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.
Inadequate planning during the strategic planning phase resulting in targets being included which the entity does not have control over.
	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 recommendations of AGSA and these workshops should be implemented during the crafting of the targets and indicators for inclusion in the strategic plan to ensure that they conform to the “SMART” principle.
Adequate planning should be done when the strategic plan is compiled and regular review and monitoring of progress of performance against supporting evidence should be conducted by management to ensure that targets are achieved.

	SA Institute for Drug Free Sport
	Usefulness of information

Presentation

A total of 100% (>20%) 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 a lack of documented and approved internal policies and procedures to address reporting processes and events pertaining to performance management and reporting.

Consistency

Reported targets not consistent with planned targets

Treasury regulation 30.1.3(g) 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 46% (>20%) of the reported targets are not consistent with the targets as per the approved strategic plan. This is due to the lack of policies and procedures not being implemented to ensure compliance with treasury regulations.


	Lack of understanding of the requirements of the FMPPI and resultant inadequate implementation during the planning and crafting phase of the strategic plan
	Management must ensure that clear understanding of the FMPPI is obtained by those responsible for crafting the strategic plan to ensure that all targets and indicators are well crafted and conform to the “SMART” principle.  

Reporting of predetermined objectives should be done in accordance with the FMPPI and all variances should be explained adequately.


3.3 Human Resources

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Sport and Recreation
	A human resource plan was not in place, as required by Public Service Regulation 1/III/B.2(d).
	The draft  plan is with the DPSA awaiting approval
	The HR plan required by the DPSA should be signed off


3.4 Information Technology Controls

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Sport and Recreation 
	No IT Security Policy: controls not adequately designed
	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 Policies should be updated and revised where needed to ensure that the User account management matters and Security are addressed.


	
	Inadequate user account management
	
	

	
	No Formal IT Strategic Plan
	
	

	
	No formal updated disaster recovery plan.
	
	

	Boxing SA
	No IT Security Policy: controls not adequately designed
	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 Policies should be updated and revised where needed to ensure that the User account management matters and Security are addressed.

	
	Inadequate user account management
	
	

	
	No Formal IT Strategic Plan
	
	

	
	No formal updated disaster recovery plan.
	
	


3.5 Material Errors/Omissions in AFS submitted for Audit

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Sport and Recreation
	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.
	Inadequate preparation of financial statements by management and lack of monthly reconciliations processes resulted in adjustments to AFS.

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.

	Boxing SA
	The financial statements submitted for auditing were not prepared in accordance with SA standards of GRAP as required by section 55(1)(a) and (b) of the PFMA. Material misstatements to lease obligations, revenue, operating expenditure, related parties, contingent liabilities, key management personnel and trade and other receivables, were subsequently corrected but the uncorrected material misstatements resulted in the financial statements receiving a qualified audit opinion.

	Inadequate preparation of financial statements by management and lack of monthly reconciliations processes resulted in adjustments to AFS.

Lack of adequate review of AFS by those charged with governance (incl. Audit Committee)
	

	SA Institute for Drug Free Sport
	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.
	Inadequate preparation of financial statements by management and lack of monthly reconciliations processes resulted in adjustments to AFS.

Lack of adequate review of AFS by those charged with governance (incl. Audit Committee)
	


3.6 Financial Health Status

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Sport and Recreation
	Creditors payments were made on average of 56 days which is above the norm of 30 days.

	Lack of oversight by management in payment of creditors. 


	Management should ensure creditors are paid timeously.

Monthly reconciliations should be prepared


	Boxing SA
	Creditors payments were made on average of 69 days which is above the norm of 30 days.
Boxing SA is in a net liability position and this indicated going concern promblems
	Lack of oversight by management in payment of creditors. 

Lack of funding
	Management should ensure creditors are paid timeously.

Monthly reconciliations should be prepared
Boxing SA should request additional funding as well as implement controls over the revenue function to ensure all revenue is collected.

	SA Institute for Drug Free Sport
	Creditors payments were made on average of 61 days which is above the norm of 30 days.
SAIDS is in a net liability position and this indicated going concern promblems


	Lack of oversight by management in payment of creditors. 


	Management should ensure creditors are paid timeously.
Management should monitor the situation carefully as strain might be put on the entity’s cash resources. Suppliers and contractors might not get paid or get paid on time which may affect service delivery specifically considering that creditors are paid 61 days on average




3.7 Other Compliance Matters

	Entity
	Finding
	Root Cause
	Recommendation

	Department of Sport and Recreation
	Strategic planning

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 department'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.
Transfer of funds and conditional grants

The accounting officer did not maintain appropriate measures to ensure that transfers and subsidies to entities are applied for their intended purposes, as required by Treasury Regulation 8.4.1.

A business plan for utilisation of the Conditional Grant Framework for Conditional Grants to Provinces allocation made to eight provinces was not approved prior to the start of the financial year, as required by sections 10(1)(a)(iii) and 10(1)(a)(iv) of the Division of Revenue Act.

	
	Management should ensure that all laws and regulations are complied with

Management should ensure that policies and procedures and in place to monitor DoRA transfers and ensure all required documents are submitted in the allocated time frames

	Boxing SA
	Strategic planning

The accounting authority did not submit a proposed strategic plan for approval by the executive authority at least six months before the start of the financial year.

The accounting authority did not ensure that the public entity has and maintained an effective, efficient and transparent system of internal control regarding performance management, which described and represented how the entity’s processes of performance planning, monitoring, measurement, review and reporting was conducted, organised and managed as required by section 51(1)(a)(i) of the PFMA.

Audit committee

An audit committee was not in place as required by section 77 of the PFMA and Treasury Regulation 27.1.1.

Internal audit

The accounting authority did not ensure that the internal audit function was established as required by section 51(1)(a)(ii) of the PFMA and Treasury Regulation 27.2.2 and 27.2.3. 

Revenue management

The accounting authority did not take effective and appropriate steps to timeously collect all money due to the entity as per the requirements of TR 11.2.1.

Asset management

The accounting authority did not implement proper control systems for the safeguarding and maintenance of assets to prevent theft, losses, wastage and misuse as required by Treasury Regulations 10.1.


	Lack of oversight by the accounting authority

The entity did not always have an adequate debt management system in place to collect its revenue.  Although improvement has been noted the entity is still struggling to collect certain old debts.
Management did not timeously take appropriate action as required by the laws and regulations
The entity did not have an internal audit function.

The entity did not have an audit committee
	Management should ensure that all laws and regulations are complied with

Boxing SA must continue to strenghthen its debt collection processes to ensure timeous collection going forward.
Management must ensure that allegations are followed up in a timely manner and action instituted against transgressors as required by the laws and regulatiuons
Management should ask the assistance of Sport and Recreation with regards to allocating hours from their internal audit department to Boxing SA

Management should appoint an audit committee.




4.
Commitments by the Executive

During an engagement with the executive, it was proposed that the minister follow up quarterly on key controls assessments and the reports from the audit committee on audit related matter.

5.
Other Matters of interest 

(a)
Unauthorised expenditure: 

No unauthorised expenditure incurred by any of the entities in the portfolio
(b)
Irregular expenditure: 

	 
	 
	Irregular expenditure

	Auditee
	Movement
	Amount
2012
	Amount
2011

	1
	Department of Sport and Recreation
	
	R 297,601
	R 2,513,000

	2
	Boxing SA
	
	R 714,944
	R 720,308

	3
	SA Institute for Drug Free Sport
	
	R 3,390,000
	R 0


(c)
Fruitless and wasteful expenditure:

 [image: image2.emf]Movement

Amount
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1 Department of Sport and Recreation R 3,000 R 7,155,000

2 Boxing SA R 114,382 R 1,603,809

Auditee
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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: image4.png]



PORTFOLIO COMMITTEE BRIEFING








Department of Sport and Recreation





PFMA audit outcomes for the 2011/12 financial year





Date of Briefing: 9 October 2012





Portfolio Committee Briefing 2011/12









