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1.
Introduction

This document contains a brief summary of the audit outcomes for Statistics South Africa for the 2011/12 financial year. 

2.
Audit opinion history

	DESCRIPTION
	08/09
	09/10
	10/11
	11/12

	Audit opinions
	
	
	
	

	· Unqualified with findings on PDO/ Compliance
	
	
	
	

	· Qualified audit opinion with findings on compliance
	
	
	
	

	Qualification issues
	
	
	
	

	· Accruals (incomplete and inaccurate)
	
	
	
	X

	Compliance with laws and regulations
	
	
	
	

	· The financial statements submitted for auditing were not prepared in accordance with the prescribed financial reporting framework as required by section 40(1) (a) of the Public Finance Management Act. Material misstatements of disclosure items identified by the auditors in the submitted financial statements were subsequently corrected, but the uncorrected material misstatements resulted in the financial statements receiving a qualified audit opinion.
	X
	
	X
	X

	· An organisational structure was not in place that was based on the department's strategic plan as required by Public Service Regulation 1/III/B.2(a).
	
	
	
	X

	· Employees were appointed without following a proper process to verify the claims made in their applications in contravention of Public Service Regulation 1/VII/D.8.
	
	
	
	X

	· Money owing by the department was not always paid within 30 days of receiving an invoice or statement, as required by section 38(1)(f) of the PFMA and TR 8.2.3.
	X
	
	
	X

	· The accounting officer did not take effective and appropriate steps to prevent and detect irregular expenditure as per the requirements of section 38(1)(c)(ii) of the PFMA and TR 9.1.1
	
	
	X
	X

	· The accounting officer did not take effective and appropriate steps to prevent and detect fruitless and wasteful expenditure as per the requirements of section 38(1)(c)(ii) of the PFMA and TR 9.1.1
	
	
	X
	

	Predetermined objectives
	
	
	
	

	· There were no material findings on the report on predetermined objectives.
	
	
	
	


Legend:

	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

	Finding
	Root Cause
	Recommendation

	Awards to persons in the service of Statistics South Africa (4 awards to the value of R379 017 were made to suppliers owned by employees of the department)


	The requirement to comply with the applicable laws and regulations has not been emphasised enough for all employees to support and to understand the importance of compliance with the internal control objectives as well as the applicable laws and regulations. Inadequate internal controls processes and systems to identify employees with interest in contracts.
	Management should investigate why the employees did business with the department without declaring their interest and must take corrective action.

	58 officials with an interest in suppliers to other state institutions did not obtain approval to perform or engage in remunerative work outside their employment.
	The requirement to comply with the applicable laws and regulations has not been emphasised enough for all employees to support and to understand the importance of compliance with the internal control objectives as well as the applicable laws and regulations.
	Management should investigate why the employees did not obtain approval to perform or engage in remunerative work outside their employment and must take corrective action.

	A contract to the value of 
R3 935 760 was only signed after the services have been rendered.
	The contract management section did not ensure that all contracts are signed before services are rendered by the supplier.
	Management should ensure that controls are in place that will ensure that no expenditure is incurred or services rendered before the conclusion of a contract.


3.2
Predetermined Objectives

	Finding
	Root Cause
	Recommendation

	In general, adequate monitoring and controls are in place over reporting on predetermined objectives.  Instances were however identified where the performance results were not valid, accurate and complete but these findings were not material and did not impact on the audit report. 
	
	


3.3
Human Resources

	Finding
	Root Cause
	Recommendation

	Organisational structure not approved by Minister 


	A memorandum dated 6 October 2011, was sent to the Minister to approve the recommended changes to the organisational structure however at the date of the audit report such approval was not yet obtained.
	Management should ensure that the organisational structure is approved by the Minister as required by the Public Service Act, Public Service Regulations and related directives.



	Verifications/ checks (i.e. criminal record check, qualification verification, reference checks, etc.) not performed before appointments of employees are recommended.
	Management did not review and monitor compliance with the Public Service Regulations relating to recruitment activities.

The department struggled with timely responses from the institutions that are dealing with the verifications.
	Management should review internal controls around appointments and ensure that all required verification procedures are conducted prior to signing the employment contract.  

There is a risk or opportunity for persons without the necessary qualifications and/or with serious criminal records being appointed if these weaknesses are not addressed.

	Payroll reports not returned to the CFO as required by the Treasury Regulations
	Lack of monitoring processes to identify and follow up on pay points not returning payroll reports in a timely manner.


	All payroll reports should be certified before or on the date of payment and should be returned to the CFO within 10 days as required by Treasury Regulation, section 8.3.5. Management should take action against those in charge of pay points that do not comply.

	Payroll payments made after termination date
	Lack of review processes to identify resigned employees and timely remove them from the payroll.
	Management should forward a list of terminations on regular basis to finance before the salary run dates to ensure that the resigned employees are removed from the salary roll.

Proper controls should be implemented to identify and monitor recovery of invalid payments made to employees after termination date.

	Leave not captured timely on PERSAL 

	Stats SA did not monitor the implementation of action plans to address internal control deficiencies identified during prior year audits. Lack in the review process to ensure that all leave approved is captured.
	Stats SA should ensure that all leave transactions are captured on PERSAL in a timely manner. All leave capturing backlogs should be captured before 31 March each year to ensure that the employee benefits (leave entitlement) disclosure note in the financial statements will not be misstated.

	No policy on suspensions of employees

	Management has not established and communicated policies and procedures to enable and support understanding and execution of internal control objectives, processes and responsibilities.
	Stats SA should develop and implement a policy for the management of suspensions. For prolonged suspensions management should strive to reach a settlement where necessary and to limit the salary payments to an individual who is not rendering any services to the organization.


3.4
Information Technology Controls

	Finding
	Root Cause
	Recommendation

	IT Governance:

IT strategic plan and IT governance framework/charter had not been approved
	The IT strategic plan did not make provision for approval by the duly   authorized management, whether DDG: Corporate Services or Chief Director: IT and had therefore not been submitted for approval.


	Data Management and Technology (DMT) [Stats SA IT dept) should ensure that the IT strategic plan and governance framework are submitted to the SG for approval to ensure that IT operations would always be aligned to the business strategies and objectives.

	IT Security Management:

Violation reports not reviewed
	Non-adherence to the information security policy due to a lack of management oversight
	The system logs should be reviewed in accordance with the information security policy.

	IT User Access Control:

Stats SA does not have a process in place to ensure that the system administrators’/ controllers’ activities would be reviewed on the network
	Lack of management oversight to ensure that all user access control processes are appropriately documented in the network user account management procedures.

Lack of management oversight to ensure the review of the network system administrators’ activities.
	DMT management should ensure that the network system administrators’ activities are reviewed.



	IT Service Continuity:

Disaster recovery plan had not been approved
	DMT management had not submitted the IT continuity plan to the SG for approval.
	The DMT management should submit the plan to the SG for approval.


3.5
Material Errors/Ommissions in AFS submitted for Audit

	Finding
	Root Cause
	Recommendation

	The accounting officer submitted financial statements for auditing that were not prepared in all material aspects in accordance with the modified cash basis as required by section 40(1)(a) and (b) of the PFMA. The material misstatements identified by AGSA with regard to the disclosure items were subsequently corrected.
	Lack of adequate review of AFS by those charged with governance (incl. Audit Committee)
	Management should prepare and review the AFS on a monthly basis. 

The AFS should be reviewed by the governance structures i.e. management, internal audit and audit committee prior to submission to the auditors.




3.6
Financial Health Status

	Finding
	Root Cause
	Recommendation

	Underspending of the approved capital budget by R24,55 million


	The savings related to capital assets are due to the economies of scale realised during the mass procurement of assets for the Census activities. Furthermore, the department leased printers, projectors and laptops for Census training in the 2 200 venues instead of making outright purchases.
	N/A

	Significant accruals in the current year - all voted funds approved for the next year will not be available for use; i.e. current year expenditure need to be paid from next year’s voted funds. An accrual-adjusted surplus for the year was not achieved.


	Accruals increased as a result of an increase in the total number of transactions due to Census 2011 (Stats only managed to pay about 70% of invoices within 30 days as required due to the increased number of transactions).
	The department should monitor the internal processes that contribute to the delays in settling invoices within 30 days.

	Material losses were incurred.

	Irrecoverable damages and losses to government and hired vehicles amounting to R34, 396 million were written off by the department.

A further R33, 449 million of damages and losses to government and hired vehicles are under investigation.
	


4.
Other Matters of interest 

4.1 Unauthorised expenditure

There was no unauthorised expenditure incurred during the current financial year.

4.2 Fruiteless and wasteful expenditure

The opening balance for fruitless and wasteful exenditure was R480 000. New cases for the financial year amounted to R788 000 and mainly relate to “no shows” for travel and subsistence (hotels and plane tickets).

4.3 Irregular expenditure

The opening balance of irregular expenditure was R6,223 million. Irregular expenditure recorded during the year amounts to R2,768 million, of which R576 000 relates to non-compliance with SCM procedures, R1 million of a  transfer payment to a university without the prescribed approval from National Treasury and the remaining R1,190 million to staff appointments that were not according to prescripts. Irregular expenditure to the vaue of R144 000 was condoned during the year. The balance for irregular expenditure under investigation at the close of the financial year was R8,847 million. 

5.  Other AG Reports

5.1 Investigations

5.1.1
Prepayments and advances, disclosed in the 2010/11 and 2011/12 financial statements, included an amount of R7,762 million in respect of services procured and paid by GCIS on behalf of Stats SA during 2010-11 but the services were never rendered. This matter is still not resolved and the department has asked the Accountant General to investigate the matter. 

5.1.2
Goods and services disclosed in the 2011/12 financial statements, include an amount of R35,770 million paid to a supplier for services rendered in 2011/12 financial year. The evaluation criteria used to award the contract could not be determined by the audit team to
form a conclusion whether the award was fair, equitable, transparent and cost effective. 
The Department requested the office of the Accountant General to investigate the matter in 
order to determine whether the award was fair, equitable transparent and cost effective.

5.2 Performance Audits

No performance audits were consucted during the year under review.
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