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	Top areas of concern
	 Immovable assets – Process of reconstructing the immovable asset register still in progress, thus still no complete and accurate register. 

This also resulted in an inability to confirm complete, accurate and valid recording of following items: Receivables for departmental revenue and lease commitments for operating lease revenue (properties being rented out by the department) and municipal rates and taxes expenditure.  Planned maintenance expenditure is still being offset against revenue at PMTE and no proper system to capitalise qualifying expenditure to immovable assets at DPW.

	
	Leasing – Lack of reconciliations, inaccuracies between Property Management Information System (PMIS) and actual lease agreements.

	
	 Supply Chain management – Lack of compliance with SCM laws and regulations resulting in Irregular Expenditure.  Expenditure being incurred that could have been avoided resulting in Fruitless and Wasteful Expenditure.  No proper system to detect and disclose this in AFS.  Lack of action against transgressions.  

	
	Record keeping – A lack of a proper record retention and filing system resulted in limitation of scope on the audit.

	
	Commitments – Inability to supply evidence on how contract price adjustment provisions are calculated by consultants.

	
	 Inadequate compilation and review process of AFS resulting in material adjustments to AFS submitted for audit.

	
	PMTE – The lack of a proper accrual accounting system and a lack of capacity in terms of skills to perform accrual accounting have resulted in numerous audit qualifications at the PMTE.

	
	Business case of the PMTE – Not yet finalised.

	
	Material underspending – immovable asset management (impacting on service delivery) and EPWP (mainly due to under reporting by provincial departments and municipalities).

	
	 Predetermined objectives – Lack of understanding of the FMPPI requirements resulting in strategic plans not conforming to the “SMART” principles.  Lack of policies and procedures for recording and evidence keeping of actual achievements (especially of concern for EPWP).

	
	Compliance – Inadequate compliance monitoring systems and processes.  Lack of action against transgressors.

	
	Internal audit – Not adequately capacitated and enabled to address all material risk areas in the department comprehensively.

	
	 Risk assessment – Inadequate risk assessment, mitigation and monitoring processes.

	Key messages
	Stabilise leadership and permanent filling of critical posts (DG/CFO).

	
	Finalise business case for PMTE.

	
	Enhance oversight.  Transgressors should be held accountable.

	
	Appropriate and comprehensive policies and procedures for all business processes, emphasis on proper record keeping.

	
	Determine which critical skills are required and build capacity accordingly.  Proper monitoring of consultants critical.

	
	Strict monitoring and implementation of turn-around plan and audit action plan against short and long-term milestones and deadlines.

	
	Create adequate information technology environment.

	
	Prepare credible monthly financial/compliance/performance reports.

	
	 Those charged with governance should properly review financial statements.

	
	Capacitate internal audit.

	
	Enhance risk management activities.

	Proposed commitments: Portfolio Committee
	Monitor progress in terms of appointments in critical positions in the department for example DG and CFO – these appointments are critical for leadership stability.

	
	Monitor progress on action plan/turnaround strategy against short- and long term milestones, specifically the reconstruction of the immovable asset and lease register.  DPW and PMTE to submit feedback at least on a monthly basis.

	
	Monitor progress against the Department’s proposed deadlines for finalising the PMTE business case.

	
	Monitor progress on implementation of iE-Works and an accrual based accounting system for PMTE.

	
	Request feedback from the Department on a monthly basis as to progress on disciplinary action being taken in respect of officials who permit the incurrence of unauthorised, irregular, fruitless and wasteful expenditure.

	
	Monitor whether a comprehensive set of financial statements are being prepared on a monthly basis and whether it is reviewed by appropriate officials in senior management (CFO).

	
	Monitor progress in capacitating governance functions, namely internal audit and the risk management unit.

	Emerging risks
	New Legislation - 

	
	Developments in SCM legislation: The revised Preferential Procurement Regulations came into effect on 7 December 2011. The most significant changes were the introduction of B-BBEE certificates and the requirement for evaluation of functionality.  All organs of state should ensure that their policies and procedures are in compliance with these regulations to avoid any regression in terms of compliance findings.

	
	New framework for strategic and annual performance plans: The National Treasury Framework for strategic and annual performance plans is fully effective from 1 April 2012.

	
	Inventory – Departments are to be required to report on their inventory in the future, not yet effective.
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