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1.
Introduction
This document contains a brief summary of the audit outcomes for the Department of Home Affairs portfolio.

2.
Vote 04
2.1
Audit opinion history

	Audit opinions
	08-09
	09-10
	10-11
	11-12

	Department of Home Affairs (DHA)
	
	
	
	

	Independent Electoral Commission
	
	 
	
	

	Government Printing Works
	
	
	
	

	Film and Publication board
	
	
	
	

	Qualification areas
	
	
	
	

	· DHA
	
	
	
	

	· Capital assets
	X
	X
	
	

	· Revenue
	X
	
	
	

	· Receivables for departmental revenue
	X
	
	
	

	· Payables
	X
	
	
	

	· Leases
	X
	
	
	

	· Revenue management: Contingent Assets
	
	
	
	X

	· Independent Electoral Commission

· Administration Expenditure

· Commitments
	
	X
	
	

	· Government Printing Works

· Inventory

· Liabilities (unallocated deposits)
	X
	
	
	

	Other matters
	
	
	
	

	· Predetermined objectives
	
	
	
	

	Department of Home Affairs
	
	
	X
	X

	Independent Electoral Commission
	X
	X
	X
	

	Government Printing Works
	
	X
	X
	

	Film and Publication board
	X
	X
	X
	X

	· Compliance with laws and regulations
	
	
	
	

	Department of Home Affairs
	X
	X
	X
	 X

	Independent Electoral Commission
	X
	X
	X
	X

	Government Printing Works
	
	X
	X
	X

	Film and Publication board
	X
	X
	X
	X


	AUDIT OPINION

	 
	CLEAN AUDIT OPINION: No findings on PDOs and compliance

	 
	UNQUALIFIED with findings on PDOs 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 (SCM)
	Entity
	Finding
	Root cause
	Recommendation

	Department of Home Affairs
	Construction contracts were awarded to contractors that did not qualify for the contract in accordance with the prescripts of the Construction Industry Development Board.

Constructions projects were not always registered with the Construction Industry Development Board (CIDB), as required by section 22 of the CIDB Act and CIDB regulation 18.

Contracts were awarded to bidders who did not submit a declaration of past supply chain practices such as fraud, abuse of SCM system and non-performance, which is prescribed in order to comply with Treasury regulation 16A9.1.

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.

Persons in service of the department who had a private or business interest in contracts awarded by the department failed to disclose such interest, as required by Treasury Regulation 16A8.4.

Persons in service of the department whose close family members had a private or business interest in contracts awarded by the department participated in the process relating to that contract in contravention of Treasury Regulation 16A8.4.
	Leadership
The accounting officer did not exercise effective oversight responsibility regarding financial and performance reporting and compliance as well as related internal controls.
Management have not implemented suitable control processes that ensures that employees comply with the requirements of legislation and regulations.
Management have not taken appropriate actions to prevent all matters of non-compliance.


	The department must use government entities mandated to perform this type of service, this will potentially prevent non-compliance with the required regulations.
It is recommended that the department should put strict controls in place to encourage employees to make declarations and also ensure that the companies that do business with the departments make the necessary declarations and any non-compliance with the SCM policies and procedures should be followed and addressed.
Internal controls to ensure compliance with the provisions of Public Service Act section 30(1) should be designed and be implemented by the Department. 



	Independent Electoral Commission
	The Evaluation criteria to be used in awarding preference points and for equity ownership by Highly Disadvantaged Individuals (HDI) as well as per category of HDI was not specified in the request for quotations between R30 000 and R100 000. Therefore, sufficient appropriate audit evidence could not be obtained that the award was made based on the criteria that were consistent with the original invitations for bids as per the requirements of Treasury Regulation (TR) 16A3.2.
	Although there is documented legislation that gives guidance on the minimum requirements that should accompany a request for quotation, there was no adequate oversight provided by management to ensure that these requirements were included in the request for quotation submitted to prospective suppliers. 
	Management should ensure that request for quotations above R30 000 should include evaluation criteria as required by the relevant regulations.



	Government Printing Works
	No findings reported
	
	

	Film and Publication Board
	Management did not take appropriate steps to ensure that suppliers who charge VAT on invoices, are actually registered VAT Vendors as per Section 20(4) of the VAT Act. The VAT paid over to the non-vat vendor supplier is Fruitless and wasteful expenditure.
	Lack of accountability of management responsible for SCM.


	A thorough review of processing of invoices and related payments should be done by appropriate senior management personnel.


	
	During the audit of procurement and contract management it was noted that Standard Bidding Document (SBD 9) was not obtained from the bidders in terms  of National Treasury’s Practice Note dated 21 July 2012      
	Lack of review and monitor compliance with applicable laws and regulations and internal policies

	It is recommended that changes in legislation and policies are communicated to all staff members on a regular basis; and that compliance to them is monitored prior to purchasing goods and services from suppliers


2.2.2 Predetermined objectives
	Entity
	Finding
	Root cause
	Recommendation

	Department of Home Affairs
	Usefulness of information

Performance indicators not well-defined

The National Treasury Framework for managing programme performance information (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 30% of the indicators relevant to the Administration, Immigration and Civics Services programmes were not well defined in that clear, unambiguous data definitions were not available to allow for data to be collected consistently. 
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 26% of the indicators relevant to the Administration, Immigration and Civics Services programmes were not verifiable in that adequate processes and systems that produce the information on actual performance did not exist for these indicators. 
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 32% of the actual reported performance relevant to the Administration, Immigration and Civics Services programmes was not valid when compared to the source information and/or evidence provided

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 26% of the actual reported indicators relevant to the Administration, Immigration and Civics Services were not accurate when compared to source information. 
The National Treasury FMPPI requires that the indicator be accurate enough for its intended use and respond to changes in the level of performance. I was unable to obtain all the information and explanations I considered necessary to satisfy myself as to the accuracy of the actual reported performance relevant to 22% of the Administration, Immigration and Civics Services. 
	This was mainly due to the fact these indicators and targets were not suitably developed during the strategic planning process.
This was due to the lack of key controls in the relevant systems of collection/ collation / verification / storage of actual performance information.
This was due to a lack of adequate monitoring and review procedures for the recording of actual achievements by both senior management and internal audit.
This was due to a lack of adequate monitoring and review procedures for the recording of actual achievements by both senior management and internal audit. 
This was due to limitations placed on the scope of my work by the absence of the institution’s records not permitting the application of alternative audit procedures.


	The monitoring and evaluation section must ensure that planned performance information, namely the strategic plan, is compiled with reference to National Treasury's prescripts to ensure that performance indicators/measures are well-defined.

Internal audit should perform a review on the strategic plan to ensure that it adheres to the criteria as set out in the guidelines before it is approved.

Management should implement or design document flow charts for each target from the process of origin to the point of inclusion in the annual report

A reporting file should be kept to support the information in the annual performance report. <tm:format font-override="true">

<xsl:value-of select="TEXTFIELD1"/>

</tm:format>Management should ensure that all reported information included in the evidence file is reviewed and signed off prior to inclusion in the annual report.


	Independent Electoral Commission
	No findings reported
	
	

	Government Printing Works
	No findings reported
	
	

	Film and Publication Board
	No findings reported
	
	


2.2.3 Human resources (HR)
	Entity
	Finding
	Root cause
	Recommendation

	Department of Home Affairs
	Payroll reports were not certified by the person in charge of the pay point to confirm that all persons listed on the payroll report are entitled to payment on the date of payment. Payroll reports were not returned to the Chief financial Officer (CFO) within 10 days of being certified as per requirements of Treasury regulations 8.3.4 and 8.3.5.
	Management has not exercised adequate oversight responsibility over financial and performance reporting, compliance with laws and regulations and internal control. Compliance with laws and regulations is not monitored regularly as payroll reports were not certified on the date of payment and returned to the CFO on or before 25th of each month or 10th of the following month after the salary payment.  

Implementation of actions plans to address control deficiencies were not monitored as Payroll reports were not completed in full.
	Management must implement controls that provide for the tracking of payroll reports to ensure that responsibility managers comply with regulation requirements.

	
	Funded Vacant posts were not advertised within six months after becoming vacant and were not filled within 12 months after becoming vacant as per the requirements of PSR1/VIIC.1A.2
	Policies and procedures are not communicated effectively as funded vacant post was not filled within 12 months.


	Management must review the appointment processes to ensure alignment of strategic decisions with regulatory requirements.

	
	Performance agreements of SMS members were not signed by 31 May 2011 as per the requirements of PSR 4/III/B1 and chapter 4 of the SMS handbook.


	Policies and procedures to enable and support understanding and execution of internal control objectives, processes, and responsibilities were not established and communicated.


	Management must implement tracking schedules that provide feedback on compliance with regulations. The tracking monitoring process must provide early warning signals so that there is no transgression of the regulation.


2.2.4 Information technology (IT) controls
No findings were reported in the Audit report.
2.2.5 Material errors/omissions in the annual financial statements (AFS) submitted for auditing
	Entity
	Finding
	Root cause
	Recommendation

	Department of Home Affairs
	Annual financial statements, performance and annual report
The financial statements submitted for auditing were not prepared in accordance with the prescribed financial reporting framework and supported by appropriate records as required by section 40(1)(a) and (b) of the Public Finance Management Act. Material misstatements identified by the auditors in the submitted financial statements were subsequently corrected and the supporting records were provided subsequently, but the uncorrected material misstatements resulted in the financial statements receiving a qualified audit opinion.

	Financial and performance management

Management have not prepared regular, accurate and complete financial reports that are supported and evidenced by reliable information. Management does not have adequate processes that support the preparation of valid, accurate and complete information in line with the requirements of the financial reporting framework.
	· Management should consider compiling monthly financial reports on various account balances included in the disclosure notes to the financial statements in order to build proficiency in the compilation of financial information.
· Suitable training interventions in respect of the financial reporting framework requirements must be identified and implemented.

The department’s internal control processes for financial statement preparation must be reviewed to identify shortcomings in the process and with a view to implementing sustainable corrective actions.

· Internal audit must be tasked with reviewing and tracking management’s actions.

	Independent Electoral Commission
	No findings reported
	
	

	Government Printing Works
	No findings reported
	
	

	Film and Publication Board
	No findings reported
	
	


2.2.6 Other non-compliance
	Entity
	Finding
	Root cause
	Recommendation

	Department of Home Affairs
	Revenue management

The accounting officer did not ensure that appropriate processes were developed and implemented to provide for the recording, reconciliation and safeguarding of information about revenue, as required by Treasury Regulation 7.2.1.

The accounting officer did not take effective and appropriate steps to collect all money due, as required by section 38(1)(c)(i) of the Public Finance Management Act and Treasury Regulations 11.2.1, 15.10.1.2(a) and 15.10.1.2(e).


	Financial and performance management

Proper record keeping was not always implemented in a timely manner to ensure that complete, relevant and accurate information was accessible and available to support financial and performance reporting.

Daily and monthly processing and reconciling of revenue transactions are not being performed.


	A detail policy and procedure and process should be designed and implemented between DHA and DIRCO to ensure that the amounts reconcile and that all transactions that occurred during the year are taken into account correctly

DHA should on continuous basis (monthly) collect vouchers from DIRCO and allocate it to the correct amount for Revenue and Repatriation and where underpayments have occurred DHA should follow this up with DIRCO as to the reason for this.



	Department of Home Affairs
	
	The accounting officer did not prepare regular, accurate and complete financial and performance reports that were supported and evidenced by reliable information.


	Detail reconciliations of the DIRCO account should take place by DHA on a monthly basis.

At year end DHA should correctly determine the amounts to be disclosed based on the reconciliations that would be performed on a monthly basis.  This should be reviewed by management to detect any misstatements or errors made.

	
	Expenditure management

The accounting officer did not take effective and appropriate steps to prevent irregular expenditure, as per the requirements of section 38(1) (c) (ii) of the PFMA.

Contractual obligations and money owed by the department were not 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.


	Leadership

The accounting officer did not exercise effective oversight responsibility regarding financial and performance reporting and compliance as well as related internal controls.

Management have not implemented appropriate actions to address deficiencies in internal control a sustainable solution to address the internal control deficiencies is yet to be implemented. 
	Follow up of invoices through an invoice tracking system.

	
	Internal audit

The internal audit function did not submit reports, detailing the performance against the annual internal audit plan, to the audit committee every quarter, as required by Treasury Regulation 3.2.7(d).

The internal audit function did not have a three year rolling strategic plan in place, as required by Treasury Regulation 3.2.7(a).


	Governance

The internal audit unit was not functioning adequately for the full financial year. The accounting officer, has, however, taken steps to address the matter, but a long term, sustainable solution still needs to be found.


	Internal audit should be sufficiently staffed and skilled in order to ensure that appropriate assessment of controls is performed throughout the year and recommendations are made to management in a timely manner to assist management in implementing recommendations within the financial year.



	
	The purpose, authority and responsibility of the internal audit function were not formally defined in an audit charter, as required by Treasury Regulation 3.2.5.

The internal audit function did not have an annual internal audit plan for the first year of the rolling three year strategic internal audit plan, as required by Treasury Regulation 3.2.7(b).

The internal audit function did not evaluate the reliability and integrity of financial and operational information, as required by Treasury Regulation 3.2.11(b).


	
	The Head of Internal Audit should ensure that the three year rolling plan as well as the current year’s internal audit plan is based on a risk assessment performed and is approved by the audit committee before the commencement of the financial year.  The internal audit plan should address key risk areas for which internal audit would make recommendations to the accounting officer to ensure that effective and efficient controls are in place.  Internal audit should provide quarterly feedback to the audit committee on the progress against the internal audit plan.

Internal audit should review monthly and quarterly reporting of the department as well as interim annual financial statements.

	Independent Electoral Commission
	The accounting officer did not take effective steps timeously to prevent irregular expenditure, as per the requirements of section 38(1)(c)(ii) of the PFMA and Treasury Regulations 9.1.1.
	Compliance with applicable laws and regulations were not reviewed and monitored leading to a number of instances of non compliance which resulted in irregular expenditure during the year under review.
	The accounting officer must exercise all reasonable care to prevent and detect irregular and fruitless and wasteful expenditure, and must for this purpose implement effective, efficient and transparent processes of financial and risk management.

	Government Printing Works
	The internal audit function did not evaluate the effectiveness and efficiency of controls and did not give adequate recommendations for their enhancement and improvement, as required in Treasury Regulation 3.2.11.


	The accounting officer did not ensure that there is an adequately resourced internal audit function that assists him in identifying internal control deficiencies and recommends corrective action.
	Internal audit should be fully capacitated so as to be able to   evaluate the effectiveness and efficiency of controls.



	
	Money owing by the Government Printing Works 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.


	There is a delay in the time the invoice is received at the respective department to when it is sent to the creditors section for payment thus resulting in late payments.
	The settling of payments within 30 days should be emphasized to all employees and adequate internal controls should be designed and implemented by management.

	
	The accounting officer did not ensure that a risk assessment is conducted regularly to identify emerging risks of the institution as required by TR3.2.1 and Section 38(1)(i) of the PFMA.
	There is no concerted effort to ensure a risk assessment is performed.
	The risk assessment process should be performed on a regular basis to identify emerging risk.

	Film and Publication Board
	The subsistence and travel policy and the procurement policy were not adhered to.
	Management does not communicate policies and procedures to enable and support understanding and execution of internal control objectives, processes and responsibilities.
	It is recommended that policies are communicated to all staff members and that compliance to them is monitored and enforced at all times.


2.2.7 Emphasis of matters and Additional matters

	Entity
	Finding
	Root cause
	Recommendation

	Department of Home Affairs
	Financial reporting framework 

The financial reporting framework prescribed by the National Treasury and applied by the department is a compliance framework. The wording of my opinion on a compliance framework should reflect that the financial statements have been prepared in accordance with this framework. Section 20(2)(a) of the Public Audit Act, however, requires me to express an opinion on the fair presentation of the financial statements. The wording of my opinion therefore reflects this requirement.
Unaudited supplementary schedules 
The supplementary annexures set out on pages ... to ... do not form part of the financial statements and is presented as additional information. I have not audited these annexures and, accordingly, I do not express an opinion thereon.
	The accounting officer did not exercise effective oversight responsibility regarding financial and compliance as well as related internal controls.
Management have not implemented appropriate actions to address deficiencies in internal control a sustainable solution to address the internal control deficiencies is yet to be implemented. 

	

	
	Achievement of planned targets
Of the total number of planned targets, only 22 were achieved during the year under review. This represents 25% of total planned targets that were not achieved during the year under review. 
	In some cases this was caused by a lack of detail in planning and in other cases due to actors beyond the immediate control of the Department such as dependencies on third parties
	


3.
Other matters of interest 
Unauthorised expenditure
	Auditee
	Unauthorised expenditure

	
	Movement
	Amount
R
2012
	Amount
R
2011

	1
	Department of Home Affairs
	
	-
	R687.3 m


Fruitless and wasteful expenditure
	Auditee
	Fruitless and wasteful expenditure

	
	Movement
	Amount
R
2012
	Amount
R
2011

	1
	Department of Home Affairs
	
	R0.7 m
	R334.6 m

	2
	Independent Electoral Commission 
	
	R6.7 k
	R36 k

	3
	Government Printing Works
	
	-
	-

	4
	Film and Publication Board
	
	R 201 k
	R 433 k


Irregular expenditure 
	Auditee
	Irregular expenditure

	
	Movement
	Amount
R
2012
	Amount
R
2011

	1
	Department of Home Affairs
	
	R5.7 m
	R24.4 m

	2
	Independent Electoral Commission 
	
	R43 m
	R233 m

	3
	Government Printing Works
	
	R2.0 m
	R2.1 m

	4
	Film and Publication Board
	
	-
	-


4.
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.
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