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1.
Introduction
This document contains a brief summary of the audit outcomes for the economic development department.

2.
Vote: 28 

2.1
Audit opinion history

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

	Economic Development Department
	N/A
	N/A
	
	

	Competition Commission (CC)
	
	
	
	

	Competition Tribunal (CT)
	
	
	
	

	International Trade and Administration Commission of South Africa (ITAC)
	
	
	
	

	South African Micro Finance Apex Fund (SAMAF)
	
	
	
	

	Industrial Development Corporation of SA Ltd (IDC)
	N/A
	
	
	

	Khula Enterprises Finance Ltd (KHULA)
	N/A
	
	
	

	Qualification areas
	
	
	
	

	International Trade and Administration Commission of South Africa
	
	
	
	

	· Property, Plant and Equipment
	· 
	
	
	

	South African Micro Finance Apex Fund
	
	
	
	

	· Non-consolidation of financial intermediaries
	· 
	
	
	

	· Operating expenses and accounts payable
	
	· 
	
	

	Other matters
	
	
	
	

	Predetermined objectives
	
	
	
	

	· Competition Commission
	
	· 
	
	

	· Competition Tribunal
	
	· 
	
	

	· International Trade Administration Commission of South Africa
	
	· 
	· 
	· 

	· South African Micro Finance Apex Fund
	· 
	· 
	· 
	· 

	Compliance with laws and regulations
	
	
	
	

	· Economic Development Department
	
	
	· 
	· 

	· Competition Commission
	
	
	· 
	· 

	· Competition Tribunal
	
	
	· 
	· 

	· International Trade Administration Commission of South Africa
	
	
	· 
	· 

	· South African Micro Finance Apex Fund
	· 
	· 
	· 
	· 

	· Khula Enterprises Finance LTD
	
	· 
	
	


	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

	N/A
	NEW  ENTITY / DEPARTMENT


2.2 KEY FOCUS AREAS:  
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2.2.1 Supply Chain Management

	Entity
	Finding
	Root Cause
	Recommendation

	Competition Commission
	Certain 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.
	Inadequate review and monitoring of compliance with laws and regulations/internal policies and procedures by those charged with senior management.

Action plans are inadequate or not implemented correctly to address PY matters reported.
	Management should ensure that policies and procedures in place, regarding deviations from the normal procurement procedures, and are in line with the relevant laws and regulations as well as the supply chain management guide to the accounting authority issued by National Treasury.  

Management should ensure that a requirement with regarding to the declaration of interests is complied with. 
Employees should be trained in the supply chain management framework. 

Transgressors should be held accountable.

	
	Contracts and quotations 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.


	
	

	Competition Tribunal
	Certain goods and services with a transaction value below R2 000 and R10 000 were procured without obtaining the required price quotations, as required by Treasury Regulation 16A6.1. 


	Inadequate review and monitoring of compliance with laws and regulations/internal policies and procedures by those charged with senior management.

Action plans are inadequate or not implemented correctly to address PY matters reported.
	Management should ensure that they comply with the procurement requirements stated above, and in instances where it is not possible to follow the process there must be proper motivation and approval documented prior to procurement.
Employees should be trained in the supply chain management framework. 

Transgressors should be held accountable.

	International Trade Administration Commission
	Certain 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.
	Inadequate review and monitoring of compliance with laws and regulations/internal policies and procedures by those charged with senior management.

Action plans are inadequate or not implemented correctly to address PY matters reported.
	The entity should urgently address the weaknesses noted by the audit team in order to prevent any further contraventions to the supply chain management process.

Employees should be trained in the supply chain management framework. 

Transgressors should be held accountable.



	
	Sufficient appropriate audit evidence could not be obtained that quotations had been awarded to bidders based on points given for criteria that were stipulated in the original invitation for quotations, as required by the Supply Chain Management Regulations, Treasury Regulation 16A6.3(b) and the Preferential Procurement Regulations.
	
	

	
	Quotations 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, contrary to Treasury Regulation 16A8.3.
	
	


2.2.2 Predetermined Objectives

	Entity
	Finding
	Root Cause
	Recommendation

	ITAC
	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 33% of the reported objectives, 58% of the reported indicators and 76% of the reported targets were not consistent with the objectives, indicators and targets as per the approved strategic plan. This is due to the fact that management was aware of the requirements of the FMPPI but did not receive the necessary training to apply the principles.
	Lack of understanding of the FMPPI framework and the SMART criteria.
	Reporting of predetermined objectives should be done in accordance with the FMPPI.

Staff should be appropriately trained in the FMPPI framework.

	
	The FMPPI requires that indicators should have clear, unambiguous data definitions so that data is collected consistently and is easy to understand and use. A total of 42% of the planned and reported indicators relevant to the objective “Ensure contribution to employment creating growth and development through effective delivery of international trade instruments” 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 planned indicators not being reviewed for compliance against prescribed criteria before being approved.
	
	

	
	The FMPPI requires that indicators should have clear, unambiguous data definitions so that data is collected consistently and is easy to understand and use. A total of 71% of the planned and reported indicators relevant to the objective “Ensure strategic alignment and continued relevance with the Economic Development Department and national agenda” 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 planned indicators not being reviewed for compliance against prescribed criteria before being approved.
	
	

	
	The FMPPI requires that it must be possible to validate the processes and systems that produce the indicator. A total of 71% of the planned and reported indicators relevant to the objective “Ensure strategic alignment and continued relevance with the Economic Development Department and national agenda” were not verifiable in that valid processes and systems that produced the information on actual performance did not exist. This was due to planned indicators not being reviewed for compliance against prescribed criteria before being approved.
	
	

	SAMAF
	Usefulness:

Indicators were not well defined.
	Lack of understanding of the FMPPI framework and the SMART criteria.

Action plans are inadequate or not implemented correctly to address PY matters reported
	Entity does not exist anymore. 

	
	Reliability

Actual reported indicators not accurate when compared to source information.
	
	


2.2.3 Human Resources

	Entity
	Finding
	Root Cause
	Recommendation

	SAMAF
	An employee acted in a higher vacant post for more than 12 months. 
	Due to the merger it was not considered feasable to fill this position.
	Entity does not exist anymore.


2.2.4 Information Technology Controls

	Entity
	Finding
	Root Cause
	Recommendation

	Economic Development Department.  The department is reliant on the dti.
	
	
	

	Competition Commission
	Information technology governance framework not approved. (IT Governance)
Information Security policy not approved. (security management)

User access management policy not approved. (User access management)

Program change management- Formal access request documentation was not completed for registering users, changing access rights, effecting password resets and terminating access rights. (User access management)
Information technology service continuity- Disaster recovery plan and backup and retention strategy not approved by management. (IT service management)
	Action plans are not implemented correctly to address PY matters reported
	The relevent policies should be approved, implemnetd and compliance should be monitored.

	Completion Tribunal
	Information technology governance framework not approved. (IT Governance)
Information technology strategy plan not approved. (IT Governance)
	Action plans are not implemented correctly to address PY matters reported.
	The relevent policies should be approved, implemnetd and compliance should be monitored.


2.2.5 Material Errors/Ommissions in AFS submitted for Audit

	Entity
	Finding
	Root Cause
	Recommendation

	Economic Development Department
	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 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 the CFO.

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

These AFS should be reviewed by the CFO.

AFS which are submitted must be the final set approved by the leadership and supported as referred to above.
Internal audit and the audit committee to review the annual financial statement statements to review before submission for audit.


2.2.6 Financial Health Status

	Entity
	Finding
	Root Cause
	Recommendation

	South African Micro Apex Fund and Khula
	SAMAF and Khula officially ceased to exist on the 1st  April 2012 and was to form a new entity, known as the Small Enterprise Financing Agency (“sefa”), operating as a subsidiary of the Industrial Development Corporation Ltd (“IDC”). All SAMAF’s assets and liabilities will be transferred to the new entity at fair value and the financial statements were prepared on this basis.
	N/A
	N/A


3. 
Commitments by the Executive  

The following was committed to by the Minister:
(a)
Development of a risk assessment strategy.
(b)
Increased focus on the effectiveness of the internal audit

(c)
Follow up and resolution of all internal control deficiencies at all the entities.                         
4.
Other Matters of interest 
(a)
Unauthorised expenditure: 

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

(b)
Fruitless and wasteful expenditure: 

	Auditee
	Fruitless and wasteful expenditure

	
	Movement
	Amount
R
2012
	Amount
R
2011

	1
	Competition Commission
	
	1 000
	-

	2
	International Trade and Administration Commission
	
	35 074
	2 858

	3
	South African Micro Finance Apex Fund
	
	11 462
	9 336

	4
	Economic Development Department
	
	-
	27 000


(c)
Irregular expenditure: 

	Auditee
	Irregular expenditure

	
	Movement
	Amount
R
2012
	Amount
R
2011

	1
	Competition Commission
	
	6 220 000
	90 531 000

	2
	Competition Tribunal
	
	160 985
	358 409

	3
	International Trade and Administration Commission
	
	788 707
	97 104

	4
	South African Micro Finance Apex Fund
	
	17 737
	107 333


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: image2.png]



PORTFOLIO COMMITEE BRIEFING








Economic Development Department





PFMA audit outcomes for the 2011/12 financial year





Date of Briefing: 18 September 2012





Portfolio Committee Briefing 2011/12









