


}g COMPLIANCE WITH KEY LEGISLATION I/ (%) crense i woncommuance

MOVEMENT MOVEMENT
from prior year 2017-18 2016-17 over 4 years 2014-15

Auditees with non-compliance DEPARTMENTS @ 71% (114)  65% (105) \4 70% (110)
increased from 64% (250) to {
72% (281) since 201617 puBLCENTIES  (Y)  72%(167) 63% (145) v 68% (156)

MOVEMENT MOVEMENT
MOST COMMON NON-COMPLIANCE AREAS from prior year 201 7'1 8 20 1 6'1 7 over 4 years 20 ] 4'.’ 5

Quality of financial statements @ 54% (213)  45% (176) @ 45% (174)

Management of procurement and 9 9 0
contract management @ 43% (169)  36% (139) @ 33% (127)

{0 @ ©

Prevention of unauthorised, irregular, and o o N
fruitless and wasteful expenditure ’ 42%(167) 38% (150) @ G 14

OTHER NOTABLE

NON-COMPLIANCE AREAS MOVEMENT ~ 2017-18 MOST COMMON FINDINGS PER AREA
. o Payment to creditors not settled within 30 days from receipt

Expenditure management A 20% (78) of an invoice - 71% (55)

Effecti @ 18% (69) Disciplinary steps not taken against officials who made or

ecting consequences o permitted irregular expenditure - 83% (57)

Strategic planning and o No specific information systems to enable monitoring of
performance management @ L o targets and core objectives - 56% (28)
B Effective and appropriate steps not taken to collect all
% Revenue management A 10% (39) money due - 7%/)0 (5’0) P

Non-compliance by 201 auditees (72%) can potentially lead to financial loss

NATIONAL AND PROVINCIAL VIEW

AUDITEES WITH NO FINDINGS ON COMPLIANCE

. Eastern KwaZulu- . Northern North Western
- National @sro Free State Gauteng Natal limpopo  Mpumalanga Eepo West @

Number 65 (29%) 4(19%) 0(0%) 13(57%) 3(13%) 2(10%) 4(24%) 3(23%) 1(5%) 17 (94%)
Movement
hon015.17 NG, O) O - \ . \ ™ ™ ™

Total  112(28% (¥)

P FMA o)
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@ NCREASE IN MATERIAL NON-COMPLIANCE
SUPPLY CHAIN MANAGEMENT (scMm) I/@ \lNITH SCM (EGISIATION

2017-18
Not able to audit procurement of R6 498 million
due to missing or incomplete information at
SUPPLY CHAIN 28 auditees (7%). The rand value of limitations

25% (100) 32% (124) increased significantly from R1 841 million in the

previous year.

Highest contributors (84% of the rand value) were:
* National Department of Basic Education
(R2 792 miillion) - unable to conclude on
compliance with some requirements of Preferential
Procurement Policy Framework Act because contract

2016-17 is still being subject to court proceedings
* Community Safety and Transport Management (NW)
SUPPLY CHAIN (R2 653 million) - relates to scholar/commuter

transport contracts

DEPARTMENTS PUBLIC ENTITIES

35% (138) 29% (111)

8 2014-15 % of findings 57% 34%
SUPPLY CHAIN MOVEMENT @ @
37% (128) FROM 2016-17

MOVEMENT @
FROM 2014-15 @

[ With material findings With findings 1] With no findings

AWARDS TO EMPLOYEES AND CLOSE FAMILY MEMBERS

2017-18 2017-18
MOVEMENT NUMBER OF AWARDS
) AUDITEES R MiLLioN

FROM 2014-15 WITH FINDINGS (NUMBER OF AWARDS)

@ 7% (29) R888 (694 awards)

Awards were made fo political office-bearers at two auditees in the Free State and Gauteng
SCM legislation was not complied with in the procurement process of 380 of the awards amounting to R265 million

SCM legislation was not complied with in the procurement process of 565 of the awards amounting to R242 million

ASSET DECLARATIONS BY POLITICAL OFFICE-BEARERS

Legislation requires members of Parliament and legislatures to declare their assets and interest in a similar manner as state
officials. A review of these declarations identified instances of late submissions with little consequences as well as a lack of
processes to check the accuracy and completeness of declarations. The relevant ethics committees should address these
shortcomings to enhance transparency and accountability.

N CONSOLIDATED GENERAL REPORT on national and provincial audit outcomes l;F(gq é_] 8
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DEPARTMENTS’ EMPLOYEES DOING BUSINESS WITH THE STATE

The amended Public Service Regulations prohibit employees of departments from doing business with
the state with effect from 1 August 2016. The regulations allowed employees until February 2017 to

stop the business or resign as an employee. We identified 618 employees that were sill doing business
with the state (a decrease from 896 in the previous year). The onus of complying with these regulations
is on the employees, but departments have a responsibility to monitor such compliance.

MOVEMENT NUMBER OF NUMBER OF AMOUNT
FINDINGS o002l DEPARTMENTS EMPLOYEES (R miwon]

Employees doing business with own department - o
contracts awarded after 1 August 2016 72 2 07

Employees doing business with own department -
contracts awarded before 1 August 2016 - did not 1% (2) 10 R2
resign or stop doing business

Employees doing business with other state institutions -

contracts awarded after 1 August 2016 18% (29) e R123
Employees doing business with other state institutions - o
contracts awarded before 1 August 2016 @ 2l 8 R

UNCOMPETITIVE OR UNFAIR PROCUREMENT PROCESSES AND CONTRACT MANAGEMENT

Findings on uncompetitive and unfair procurement processes at 56% of auditees, of which 38% was material
non-compliance. This is a slight regression from 54% in 2014-15 but remained unchanged from the previous year.

Findings on contract management at 26% of auditees, of which 9% was material non-compliance. This is a slight regression
from 23% in the previous year and 21% in 2014-15.

Most common findings were the following:

Three written quotations not invited 27% (108)

Competitive bidding not invited 23% (89)

Preference point system not applied or incorrectly applied 19% (74)

Contracts amended or extended without approval by a 15% (60)
delegated official

Bid documentation did not stipulate minimum threshold

. 13% (53)
for local production and content

Inadequate contract performance measures and monitoring 13% (51)
Suppliers’ tax affairs not in order 12% (46)

LOCAL PROCUREMENT

Auditees are required to procure certain commodities from local producers; 67 auditees out of 131 where we

audited local content failed to comply with regulation on promotion of local producers on awards amounting
to R450 million

PFMA
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EXAMPLES OF UNCOMPETITIVE OR UNFAIR PROCUREMENT PROCESSES AND CONTRACT MANAGEMENT

Cooperative Governance and Traditional Affairs (KZN) deviated from normal procurement processes when

& appointing service providers relating fo legal services. The combined value of this contract was R2,3 million. One of
the reasons for appointing attorneys on an urgent basis was that the department generally received less than
48 hours' notice of a new matter that had to be filed and served. However, the reasons for deviation were found
not to be justifiable.

Q Education (EC) deviated from procurement processes when it awarded a contract for R22,3 million to a company to
& provide teachers for a winter school. The deviation was the result of poor planning and did not meet the
requirements of treasury regulation 16Aé.4, which allows deviations from competitive bidding processes
when it is impractical to follow such processes.

O Roads and Public Works (EC) used a deviation to appoint consultants to assist with the preparation of its 2016-17

4 financial statements and supporting records. The total value of the contract was R45 million. The department applied
to the provincial treasury for approval of the deviation, but such approval was not provided. The department then
awarded the contract without this approval and disclosed the amount as irregular expenditure. This is contrary to the
principles of a fair, equitable and transparent procurement and provisioning system as required by section 38(a(iii)
of the PFMA.

FALSE DECLARATIONS BY SUPPLIERS AND NON-DISCLOSURE BY EMPLOYEES

20 NUMBER OF
NUMBER OF AMOUNT
FINDINGS MOVEMENT | gﬂg{g@fgé/s R wiion)

owned or managed by employees of another state institution @ 9% (37) 689 R83]1
made false declarations

owned or managed by employees of the auditee made false 2% (8) 157 R161
declarations

owned or managed by close family members of employees of 7% (28) 302 R117
the auditee made false declarations

of the auditee failed to declare their own interest either as part of .
. 4% (15) 90 R22
the procurement processes or through annual declarations

of the auditee failed to declare their family members’ interest 9% (35) 298 R96

FINDINGS REPORTED FOR INVESTIGATION DURING THE AUDIT PROCESS IN CURRENT YEAR

Supplier submitted false declaration of interest 23% (81), 1 372 instances
Other SCM findings reported for investigation 19% (65), 1 409 instances

Employee failed to declare interest in supplier 14% (47), 508 instances

Payment in spite of poor delivery by supplier . 1% (5), 55 instances

Payment to possible fictitious supplier <1% (1), 2 instances

In 2017-18, we reported these SCM findings for investigation at 130 auditees (38%), which was a slight improvement
from the 135 (40%) in 2016-17. In total, 85 (63%) of the 135 auditees that had such findings in 2016-17 had similar
findings in 2017-18. Of the 130 auditees where we reported SCM findings for investigation, 95 were departments and
35 were public entities.



FOLLOW-UP OF PREVIOUS YEAR’S SUPPLY CHAIN MANAGEMENT FINDINGS REPORTED FOR
INVESTIGATION IN PRIOR YEAR

Supplier submitted false declaration of inferest

7% 4)

Other SCM findings reported for investigation

Employee failed to disclose interest in supplier

33% (1)

33% (1)

All investigated
33% (1) u 9

N Some investigated
~_50% 1)

Payment to possible fictitious supplier

Payment in spite of poor delivery by supplier 50% (1) [ None investigated

We reported SCM findings for investigation at 135 auditees in the previous year. 68 (50%) of these auditees investigated
all the findings we reported, while 29 (21%) investigated some findings. 64 (66%) out of the 97 auditees that investigated
all or some findings, satisfactorily resolved all the investigations conducted.

21

PFMA 3
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UNAUTHORISED, IRREGULAR AND
FRUITLESS AND WASTEFUL EXPENDITURE (UIFW)

NB: The enfire analysis
excludes the
outstanding auditees of
which the audits were
subsequently finalised,
unless indicated
otherwise (*)

Unavuthorised
Irregular :
Expenditure by
departments more than
budget or not in
accordance with
purpose of budget

Non-compliance with legislation in
process leading to expenditure

R45 595 million
at 280 (71%) auditees

R2 125 million
at 18 (11%) departments

1% increase from R45 312 million in
2016-17

38% increase from R1 543
million in 2016-17

*Irregular expenditure of
subsequently finalised auditees —
R5 370 million

(2016-17: Ré 356 million)

O

*Subsequently finalised
auditees had no
unauthorised expenditure

®

No Yes

R7 700 million (17%) was expenditure
in previous years only uncovered
and disclosed in 2017-18

R37 895 million (83%) was expenses
in 2017-18, which included
payments made on ongoing
contracts irregularly awarded in a
previous year

R21 062 million (56%) of the

R37 895 million represents
non-compliance in 2017-18, while
R14 832 million (44%) is expenditure
on ongoing multi-year contracts

4% 0.3%

No Yes

105 auditees (27%) did not know
total amount and were still
investigating to determine the full
amount

None of the departments
were qualified on the
completeness of their
disclosure

28 auditees (7%) were qualified on
the completeness of their disclosure

We could also not audit
procurement processes for
contracts valued at Ré 498 million
due to missing or incomplete
documentation — it is not known
whether any part of this amount
might represent irregular
expenditure

Fruitless and wasteful

Expenditure made in vain —
could have been avoided if
reasonable care was taken

R2 454 million
at 227 (58%) auditees

224% increase from R757 million
in 2016-17

*Fruitless and wasteful
expenditure of subsequently
finalised auditees — R113 million
(2016-17: R391 million)

®

R544 million (22%) was
expenditure in previous years
only uncovered and disclosed
in2017-18

No

R1 910 million (78%) was
expenses in 2017-18

0.2%

No

3 auditees (1%) were qualified
on the completeness of their
disclosure

PFMA
2017-18



Unavuthorised

Fruitless and wasteful

Non-compliance with supply chain
management legislation (92%) —
related to:

*  Procurement without a
competitive bidding or
quotation process —

R12 375 million (29%)

¢ Non-compliance with
procurement process
requirements —

R20 741 million (50%)

* Inadequate contract
management —

R8 647 million (21%)

Overspending of the
budget (86%) —
R1 821 million

72% identified by auditees and
remainder by audit process

90% identified by auditees
and remainder by audit
process

Many auditees put processes in

place to fully uncover irregularities

of previous years — partly to address

prior year qualifications on irregular

expenditure (R3 233 million) but

also to correct and address past

iregularities

Possibly — it can only be No
determined through an

investigation by the accounting

officer or accounting authority

Goods and services were received
for R27 498 million (66%) of the
expenditure related to supply
chain management, but were not
received for R120 million (< 1%),
while we did not audit the
remaining 34%

We cannot confirm if value for
money was received for all of these
goods and services

Penalties and interest on
overdue accounts and late
payments (13%) —

R319 million

Litigation and claims (2%) —
R57 million

Other (85%) — R2 077 million
The main causes are
included in the top 10
contributor table

92% identified by auditees
and remainder by audit
process

Yes

CONSOLIDATED GENERAL REPORT on national and provincial audit outcomes



NATIONAL AND PROVINCIAL VIEW

Expenditure of 5% or higher of the provincial budget is highlighted in red

Irregular

(R million)

R15 744
35% of total
3% of national budget

R9 917
22% of total
7% of provincial budget

Ré 367
14% of total
5% of provincial budget

R3 860
8% of total
6% of provincial budget

R3 065
7% of total
8% of provincial budget

R2 471
5% of total
4% of provincial budget

R2 218
5% of total
4% of provincial budget

R1 050
2% of total
6% of provincial budget

R860
2% of total
1% of provincial budget

R44
0,1% of total

0,1% of provincial
budget

Unavuthorised
(R million)

R584
27% of total

0,2% of national
departmental budget

R509
24% of total

0,4% of provincial
departmental budget

None

R513
24% of total

1,5% of provincial
departmental budget

None

R193
9% of total

0,3% of provincial
departmental budget

R37
2% of total

0,1% of provincial
departmental budget

R231
11% of total

1,4% of provincial
departmental budget

R58
3% of total

0,1% of provincial
departmental budget

None

Fruitless and wasteful

(R million)

R1 924
78% of total
0.3% of national budget

R12,

8

1% of totall
<0,1% of provincial budget

R199
8% of total
0.2% of provincial budget

R16

1% of totall
< 0,1% of provincial budget

R55,

4

2% of totall
0.1% of provincial budget

R215
9% of total
0.3% of provincial budget

R2,3
0,1% of total
<0,1% of provincial budget

Ré

0.2% of total
<0,1% of provincial budget

R23

1% of totall
<0,1% of provincial budget

RO,2
<0,1% of total
<0,1% of provincial budget
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TOP 10 CONTRIBUTORS — UNAUTHORISED EXPENDITURE

Half of these departments incurred unauthorised expenditure for the past three years,
namely Education (KZN), Police, Roads and Transport (FS), Health (FS), Education (FS) and

Health (NC)
Disclosed
(R million)

R526 Overspending of the budget occurred at programme level.
An amount of R392 million (75%) resulted from exceeding the
budget for goods and services and payments to the war on
leaks programme.

Auditee

R486 The overspending occurred mainly in programme 2 — public
ordinary schooling and programme 4 — public special schools
education.

R241 An amount of R169 million (70%) was money not spent in

accordance with the purpose of the budget and the
remainder related to overspending on programme 4 —
transport regulations.

R193 Overspending of the budget occurred mainly on programme
6 —infrastructure development due to a prepayment to the
Development Bank of Southern Africa in the prior year for
payments on behalf of the department.

R141 Overspending occurred across various programmes.
An amount of R92 million (65%) related to programme 2 —
district health services.

R130 Overspending occurred in programme 2 — public ordinary
schooling. The overspending related to compensation of
employees due to the insufficient budget allocation and
budget cuts to fund other critical priorities.

R123 An amount of R118 million (?6%) of the overspending
occurred in programme 2 — public ordinary schooling.

R100 Overspending of the budget occurred at programme level.
The fransfers and subsidies in programme 5 — health science
and training were overspent by R24,8 million, while
programmes 2 and 3 were overspent on compensation of
employees by R31,9 million and R4,8 million.

R58 The overspending related to a virement without obtaining the
required treasury approval that increased transfers and
subsidies in programme 2 — public ordinary schooling.

R57 The overspending related mainly to programme 2 — economic
statistics and programme 6 — statistical collection and
outfreach.
R2 055 This constitutes 97% of the total unauthorised expenditure
PFMA oS
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TOP 10 CONTRIBUTORS - IRREGULAR EXPENDITURE

All of these auditees incurred irregular expenditure for the past three years

Disclosed
(R million)

Auditee

R5 483

R4 567

R2 087

R1 978

R1 897

R1 830

Incurred in 2017-18
(R million)

R4 431 (81%)

R4 127 (90%), of which
R2 935 represents
iregular expenditure
incurred on ongoing
multi-year contracts
awarded in previous
years

R2 087 (100%), of
which R2 076
represents iregular
expenditure incurred
on ongoing multi-year
contracts awarded in
previous years

R1 630 (82%), of which
R889 represents
iregular expenditure
incurred on ongoing
multi-year contracts
awarded in previous
years

R1 897 (100%), of
which R1 803
represents iregular
expenditure incurred
on ongoing multi-year
contracts awarded in
previous years

R1 464 (80%)

Main non-compliance or nature

95% was due to non-compliance with legislation on
contfracts. Most of this expenditure related to
expired or month-fo-month confracts.

93% related to non-compliance with procurement
process requirements, including bids not awarded in
accordance with approved specifications; services
to support and maintain the SAP system not
procured through the State Information Technology
Agency; and changes to scope of work after the
award had been made.

100% related to procurement without following the
competitive bidding or quotation process.

R2 053 million (98%) related to non-compliance in the
bus subsidies contfracting process. Due to the old
legacy bus confracts, the department was not able
fo go out on tender and the contracts were
extended for three years until 31 March 2018.

56% related to non-compliance with procurement
process requirements. Some of this expenditure was
also due to irregularly awarded contfracts on water
and sanitation infrastructure projects, e.g. bucket
eradication projects in the Free State and the
Northern Cape.

94% related to procurement without following the
competitive bidding or quotation process.

Included in this expenditure is an amount of

R1 724 million, which was due fo implementing
agents not following the competitive bidding
process.

87% related to non-compliance with procurement
process requirements. Approximately R661 million of
this expenditure related to expired contracts, e.g.
month-to-month contracts and expired rental
confracts.

4
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Auditee

Disclosed
(R million)

R1703

R1 632

R1 381

R1 139

R23 697

Incurred in 2017-18
(R million)

R1 352 (79%), of which
R1 066 represents
iregular expenditure
incurred on ongoing
multi-year contracts
awarded in previous
years

R650 (40%), of which
R404 represents
iregular expenditure
incurred on ongoing
multi-year contracts
awarded in previous
years

R1 381 (100%)

R494 (43%), of which
R240 represents
iregular expenditure
incurred on ongoing
multi-year contracts
awarded in previous
years

Main non-compliance or nature

83% related to procurement without following the
competitive bidding or quotation process, of which
R679 million related to security contracts.

86% related to non-compliance with procurement
process requirements, of which R1 383 million was
due to the incorrect application of preference points
in line with the Preferential Procurement Policy
Framework Act.

6% related to non-compliance with legislation on
supply chain management. 94% related to
non-compliance with other legislation — R1 155 million
was incurred on transfers to implementing agents in
contravention of the Division of Revenue Act, as the
fransfers were not included in the conditional grant
business plan.

100% related to non-compliance with procurement
process requirements. Approximately R466 million of
this expenditure related to road infrastructure.

This constitutes 52% of the total irregular expenditure disclosed in 2017-18

* Excluded from these top 10 contributors is the irregular expenditure of the Passenger Rail Agency of
South Africa amounting to R3 939 million — this audit was subsequently finalised

27
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TOP 10 CONTRIBUTORS — FRUITLESS AND WASTEFUL EXPENDITURE

All of these auditees incurred fruitless and wasteful expenditure for the past three years,
except National Treasury, Health (GP), and Local Government Sector Education and
Training Authority

Auditee Disclosed

(R million)

R1 022 Due to financial viability concerns, many water infrastructure projects
were not progressing. However, infernal resources and confractors
were employed on these projects and still had to be paid due to
contractual arrangements.

R399 R324 million related to the restatement of previous year figures, while
the remainder related to leased properties and medical equipment
not uftilised.

R194 Most related to learner-teacher support material purchased in excess

of the requests received from schools, resulting in outdated textbooks
on hand that had to be disposed of.

R148 Included court order payments on routine road maintenance
(contracts cancelled but suppliers took department to court) and
lease of photocopy machines.

R84 Included interest and penalties incurred due to the late payment of
suppliers as a result of financial viability concerns, South African
Revenue Service penalties, and unauthorised overtime payments.

R67 Payment of technical support for the integrated financial

management system software licence that were not yet in use.
\ R48 R44 million related to asset forfeiture curator fees as a result of ceased

assets not being refurned to the defendant without the possibility of
\ prosecution.

R41 R34 million related to a deferment fee paid on a capital works
project; also included travel cancellations and interest paid on court
orders.

R38 Included interest on litigation costfs, overdue accounts, and payments
to the sheriff.

R36 Included fraudulent grant claims submitted by a service provider for

fraining that did not take place.

R2 077 This constitutes 85% of the total fruitless and wasteful expenditure

N
[e¢]

*Excluded from these top 10 contributors is the fruitless and wasteful expenditure of the Passenger Rail
Agency of South Africa and the Independent Development Trust amounting to R56 million and
R42 million, respectively — these audits were subsequently finalised
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INVESTIGATION AND FOLLOW-UP OF PRIOR YEAR UNAUTHORISED, IRREGULAR,
AND FRUITLESS AND WASTEFUL EXPENDITURE

@ Investigations by auditees of all prior year instances improved from 215 (75%) to 241 (86%)

UIFW disclosed must be investigated to determine impact and responsible person/s. Based on the outcome of the investigation,
the next steps can include condonement/authorisation, recovery, or write-off. It may also include the cancellation of contracts
irregularly awarded.

Despite the improvement in investigations, sufficient steps were not taken to recover, write off, approve or condone
UIFW. As a result, the year-end balance of irregular expenditure that had accumulated over many years and had not been

dealt with totalled R161 843 million, while that of unauthorised expenditure stood at R7 722 million, and that of fruitless and
wasteful expenditure was R4 896 million.

HOW HAVE AUDITEES DEALT WITH THE 2016-17 UIFW?

/=

R5 794 m (13%)

R4 548 m (10%)

R34 964 m R46m(3%
(77%)

R509 m (33%)
R404 m (53%)

R841 m(54%) R313 m(42%)

Iregular expenditure Unauthorised expenditure Fruitless and wasteful
(R45 312 million) (R1 543 million) expenditure
(R757 million)

HOW HAVE AUDITEES DEALT WITH ALL UIFW TO DATE?

(Figures below are expressed as percentage of previous year closing balance)

R5 805 m (4%)
R4 548 m (3%)

R521 m (8%)

R121 505 m R5 606 m (87%

(93%)
R2 455 m (85%)

R223 m (3%)

R410 m(14%)

29

Iregular expenditure Unauthorised expenditure Fruitless and wasteful
(R131 866 million) (R6 497 million) expendn.ur.e
(R2 905 million)
. Money recovered or in the process of recovery Condoned or authorised . Written off . Not dealt with
PEMA

4
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INCREASE IN MATERIAL NON-COMPLIANCE WITH
LEGISIATION ON IMPLEMENTING CONSEQUENCES
= /\ SINCE PREVIOUS YEAR

NON-COMPLIANCE WITH LEGISLATION ON IMPLEMENTING CONSEQUENCES

Most common findings were the following:
o Effective and appropriate disciplinary steps not taken

o 12% 909
AizaL CLi ) (42) 207 g against officials who made and/or permitted irregular
09 expenditure - 49 auditees (14%)
2016-17 64% (219) 27% (92) (29°)

************************** e Effective and appropriate disciplinary steps not taken
2014-15 75% (247) 7% 18% @ against officials who made and/or permitted fruitless and
(23)(58) wasteful expenditure - 35 auditees (10%)

* Irregular expenditure identified in prior year not
With no findings With findings With material findings investigated - 32 auditees (9%)

MECHANISMS TO DEAL WITH LACK OF CONSEQUENCES

Inadequate mechanisms for reporting and investigating transgressions and possible fraud at 45 auditees (13%)

Although 87% had the required mechanisms, these had not necessarily been implemented successfully as evidenced by
the increase in material non-compliance with legislation on implementing consequences
30

INADEQUATE FOLLOW-UP OF ALLEGATIONS OF FINANCIAL AND SUPPLY CHAIN
MANAGEMENT MISCONDUCT AND FRAUD

Ol 31N9IRIINOD

Investigations took longer than 3 months 39% (36)

Allegations not investigated 26% (24)

Disciplinary proceedings not instituted for
confirmed cases of fraud/misconduct

12% (11)

Unauthorised, irregular, and fruitless and wasteful expenditure (UIFW) not followed up and dealt with

> - refer to section on UIFW

"'0 Supply chain management (SCM) findings we reported to management for investigation not followed up
- refer to section on SCM



FOal INTERNAL CONTROL / /AR

OVERALL STATUS OF INTERNAL CONTROL

DEPARTMENTS PUBLIC ENTITlES
sorrre I e T
oo KT s
201415 [0de%0es) N so%n3z [ 47% 30%
(75) (69)
. Good Of concern . Intervention required
MOVEMENT FROM
DRIVERS OF INTERNAL CONTROL 2016-17 2014-15

Leadership _ 35% (138) - @ ® Good inferna/ co.nfro/ is fhe- key.fer.nstAm'ng

that auditees deliver on their priorities in an
effective, efficient and economical manner.

Financial and
performance _ 41% (163) - @ @ It will also ensure that auditees produce quality

management
financial statements and performance reports,

and comply with applicable legislation.
T oRNs

MOVEMENT FROM

BASIC CONTROLS 2016-17 2014-15

leadership 27% (107)
Proper record .
(eopng | 48%(188) L a1%nen (i)
s onas | 376052 4 e
monthly controls 41% (162)
Review and .
monitor compliance - 45% (175) _

31

Analysis shows five of the seven basic controls
that should receive specific attention to
improve and sustain audit outcomes.

(9 (Y ) (W (Y
ORFOJCRORO

PROGRESS MADE IN IMPROVING DRIVERS OF INTERNAL CONTROL
IN NATIONAL AND PROVINCIAL GOVERNMENT OVER FOUR YEARS

National
Eastern Cape
Free State
Gauteng
KwaZulu-Natal
Limpopo
Mpumalanga
Northern Cape
North West

Western Cape

CIOI0ICICISICIOI0I00
OIOIOICIOCICICIOIOIOID

QIOICICICINIOIOIOION

Total
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OVERALL STATUS OF HUMAN RESOURCE CONTROLS

DEPAR'II'gA]ENTS PUBLIC}QE:)I’\ﬂITIES
201715 [ASHIBEIN 1% 061) G aa S
201617 | 46%(178) | 42%(162) [12%(46) ‘
____________________________ 50% 35%
201415 | 44%(149) | 40%(135) [1&%m(s6)  (A) (81) ® (80) ®

. With no findings With findings . With material findings

KEY POSITIONS - VACANCIES AND STABILITY

Medium-term Strategic Framework target for 2019 is to retain heads of department for at least four years -
49 departments (30%) had achieved this target at 2017-18 year-end.

HEAD OF DEPARTMENT CHIEF EXECUTIVE OFFICER

MOVEMENT FROM MOVEMENT FROM
VACANCIES 16% (25) 201617 (v 1201415 () VACANCIES 24% (48) 201617 (1201415 (¥)
o VACANT for less than 6 months - 5% (8) VACANT for less than 6 months - 4% (7)
(PGNP (G
VACANT for 6 months or more - 11% (17) VACANT for 6 months or more - 20% (41)

PRI

ECPECPECY

MOVEMENT FROM MOVEMENT FROM
STABILTY 43 months  7014.17 @E 201415 (A) STABILTY 48 months 2014.17 @E 201415 (¥)

(Average number of months in position) (Average number of months in position)

STABILITY* IN KEY POSITIONS PRODUCED BETTER AUDIT OUTCOMES

HEAD OF DEPARTMENT CHIEF EXECUTIVE OFFICER
*Average number of months in position *Average number of months in position
51 38 47 50 60 47 42 29

D Unqualified with no findings I:-I Unqualified with findings D Qualified with findings D Adverse and disclaimed with findings
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KEY POSITIONS - VACANCIES AND STABILITY

CHIEF FINANCIAL OFFICER HEAD OF SUPPLY CHAIN MANAGEMENT UNIT

MOVEMENT FROM MOVEMENT FROM
VACANCIES 16% (62) 201617 [+ ' 201415 VACANCIES 16% (56) 201617 (@ 201415

VACANT for less than 6 months - 3% (12) VACANT for less than 6 months - 3% (12)

MM MG

VACANT for 6 months or more - 13% (50) VACANT for 6 months or more - 12% (44)

NN
N
(R

ECOECPECY
E_PECPECP
E_PECPECP
E_PE_PECP
ECPEP
E_PECP
ECPEP
E_PECP
ECPECP
E_PECP
Ecr
ECPECY
E_PECP
ECPECP
E_PECP
ECPECP
E_PECP
ECPECP
E_PEP
ECPECP
E_PECP
ECPECP
E_PECP
ECPECP
ECPECP
ECPECP
E_PECP
ECPECP
ECPECP
ECPECP
ECPECK

@ qip MOVEMENT FROM

MOVEMENT FROM

(Average number of months in position)

STABILTY 49 months 501617 (' 201415 (X) STABILTY 52 months 201617 ()! 201415 (&)

(Average number of months in position)

3

STABILITY* IN KEY POSITIONS PRODUCED BETTER AUDIT OUTCOMES

CHIEF FINANCIAL OFFICER

* Average number of months in position

59 48 44 25

Unqualified with no findings Unqualified with findings Qualified with findings Adverse and disclaimed with findings
g g

AVERAGE VACANCY RATES

One of the biggest challenges for national and provincial government is to attract and retain qualified
and competent persons in all areas of administration. It is thus important that vacant positions are filled

with suitably skilled individuals.
OVERALL 13% SENIOR MANAGEMENT 16% FINANCE UNITS 12%

Medium-term Strategic Framework target for 2019 is a vacancy rate of less than 10% in national and
provincial departments - it was 13% as at 2017-18 year-end.

Resourcing of 97 finance units (25%) assessed as either concerning or requiring intervention, of which
64 were as a result of staff vacancies and 18 were as a result of inadequate skills.

PFMA
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=1
/,? |'E'| REGRESSION
s E:=\ /"I INFORMATION TECHNOLOGY (IT) CONTROLS I/@ IN [T conTROLS

A significant part of the control environment at national and provincial auditees is the IT control environment.
IT controls ensure the confidentiality, integrity and availability of state information, enable service delivery, and
promote national security.

( ) National auditees and seven provinces

(Free State, Gauteng, Eastern Cape, Limpopo,
OVERALL STATUS COMPLEX ENVIRONMENT (211 auditees) Mpumqkmgql North West and Northern Cape)

regressed overall.

(v) 2017-18 .(18) 74% (157) 17%-
Intervention was required at 31% of the national

and provincial education, health and public

DEPARTMENTS .]0) 75% (112) works departments, compared to 16% of the
other departments. These departments were still
PUBLIC ENTITIES - 74% (45) struggling with basic IT controls and regressed

from the previous year due to a lack of

resources and/or will to address findings raised
in previous years.

o

COMPLEX ENVIRONMENT

o INFORMATION TECHNOLOGY FOCUS AREAS

MANAGEMENT e @
USER ACCESS - . -

64% (136
MANAGEMENT 1841 @
IT CONTINUITY _ 42% (88) - @

34

e 8 B

@)
QUALIFICATIONS AND EXPERIENCE - v APPROXIMATE |T-RELATED EXPENDITURE
chief information officers or IT managers -

(national and provincial departments) - R9 287 million

&

R1 118 million R1 651 million
/

R3 375 million

R3 143 million

ExPENDITURE ON T CONSULTANTS

Expenditure of R2 971 miillion was incurred at 36 auditees on 232 IT consultants, mainly due to the lack of adequate skills within the IT
environment and the need to deliver value-added information and communication technology services to auditees. é 674 positions existed in
the IT units of the 211 auditees audited, of which 1 432 (21%) were vacant. Only 51 IT consultants were used to fill these vacant positions,
while the remaining 181 were used to support auditees in other areas.

. Good Of concern . Intervention required

B nfrostructure and software [l External service providers [l State Information Technology Agency services System development
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INTEGRATED FINANCIAL MANAGEMENT SYSTEM (IFMS) PROJECT

% RESPONSIBLE DEPARTMENT: National Treasury

@AIM

©)

TIMELINE

There had been no improvement in the oversight and management
of the IFMS programme; and accountability and consequences

systems across government

Eq

2016

Contract awarded to Oracle

would have been difficult to enforce (ACT)

NATIONAL e-STRATEGIES

e-GOVERNMENT e-HEALTH e-EDUCATION

i
©

AIM

'

STATUS

Department of Public Service
and Administration

Provide a more coordinated and citizen-driven
focus to the country’s e-Government initiatives, thus
ensuring that government brings services closer to
citizens through an organised and holistic adoption
of information and communication technology.

The government chief information officer

position in the department filled late in 2017,

after being vacant for more than six years.

Although this office was under-resourced, it

undertook the following development initiatives:

¢ Public service digitisation strategy

¢ Cloud first policy

¢ Public service data management framework

¢ Public service information and communication
technology value management framework

A

CONCERNS

* Minimum Information Security Standards

* Revised Minimum Interoperability Standards
not enforced during period under review

CONCLUSION

The environment had improved slightly with the
appointment of the government chief information
officer although IT governance matters remained
a concern.

e

2022
Original implementation date

CONCERNS

ESTIMATED AMOUNT SPENT on project to date: R1,7 billion

Enhance the efficiency of government back-office processes by integrating all human resource and financial management

2030

Revised implementation date

¢ Inadequate planning and monitoring

A * No detailed budget breakdown
* No assessment o?chonges to policies and procedures
e Lack of stability hampers governance, oversight and

delivery of IFMS solution

Department of Health

Reduce waiting times, improve data quality and
integrity, increase timely access to data,
streamline registers, and strengthen information
management in the public health sector.

* LP: made progress by compiling an e-Health
strategy.

* EC: had a draft e-Health strategy for 2016-17,
but the strategy did not adequately address
e-Health initiatives.

* KZN: initiatives were not monitored due to the
e-Health strategy being redrafted.

* NC, MP and FS: incorporated e-Health
strategy initiatives into their approved IT
strategy, but not all initiatives were addressed.

* NW: audit was delayed and progress could
thus not be assessed.

CONCLUSION

Little progress had been made with the
implementation of this strategy in the provinces,
due to budget constraints, [T-critical vacancies as
well as a lack of prioritising the implementation
of the initiatives.

Although some provinces had started addressing
connectivity issues by rolling out broadband, this
was still in its infancy. Therefore, provinces were
still facing challenges relating to connectivity, old
infrastructure and interfacing key systems (such
as billing, patient registration and pharmaceutical
systems), which contributed to the objectives of
the strategy not being realised.

Department of Basic Education

Incorporate the use of information and
communication technology in the delivery of
basic education, including the provision of
teacher training, information and communication
technology devices, software, connectivity, IT
support to schools, and online learner and
teacher support material.

* MP, GP, FS, KZN, WC and NC: developed
their strategies to align with the White Paper on
e-Education.

¢ Some provinces had no or draft e-Education
strategies, misalignment with the White Paper on
e-Education, insufficient budget allocations, no
implementation plan, and management not
understanding their role in the implementation of
Operation Phakisa.

* Lack of an allocated budget, properly defined
implementation plans as well as monitoring and
prioritisation by senior management in the
provinces could result in the implementation of
the strategy not being achieved, thus negatively
affecting the achievement of quality education in
the country.

CONCLUSION

The overall status of implementation indicated a
slight improvement compared to the previous
year.

PFMA

2017-18
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. ASSURANCE PROVIDERS //h

Low levels of assurance show a breakdown in a crucial element of the improvement cycle, being the monitoring to ensure that internal controls
are adhered to, risks are managed, and outcomes are achieved

MOVEMENT FROM
ASSURANCE PROVIDED BY MANAGEMENT / LEADERSHIP 2016.17 201415

Senior management - 66% - @
Accounting officers/authorities - 53% . @

Executive authorities

INTERNAL INDEPENDENT ASSURANCE AND OVERSIGHT
Internal audit units _ 31% .—1% @
Audit committees _ 24% 5I~2% @

oo ]

COORDINATING/MONITORING DEPARTMENTS

50%

_—

Offices of the premier / Department of Planning, Monitoring and Evaluation

36 Treasuries

OIORNOICIONNOIOIO)

EXTERNAL INDEPENDENT ASSURANCE AND OVERSIGHT

Public accounts committees / Standing Committee on Public Accounts 50%

Portfolio committees _ 37% I/o

. Provides assurance Provides some assurance . Provides limited/no assurance . Not established

_ INTERNAL AUDIT UNITS AUDIT COMMITTEES

Cl0
® @

Fully compliant with legislation 89% (343) @ 92% (356) @
Positive impact on audit outcomes 62% (240) @ 75% (287) @
Evaluates reliability of financial information 89% (344) @ 97% (372) @
Evaluates reliability of performance information 86% (334) @ 88% (340) @
Evaluates compliance with key legislation 92% (356) @ 97% (373) @
Interacts with executive authority N/A 88% (339) @
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SLOW OR NO RESPONSE IN IMPROVING INTERNAL CONTROLS AND ADDRESSING RISK AREAS

No response in provinces most evident in Eastern Cape (76%), Free State (71%),
North West (50%) and Northern Cape (44%)

SLOW RESPONSE NO RESPONSE
69% (184) 31%(81)
2017-18 90% (265)
2016-17 [ 85% (228 @

201516 [N 7% (19¢)
2014-15 [ 76% (192)

INADEQUATE CONSEQUENCES FOR POOR PERFORMANCE AND TRANSGRESSIONS

‘ Lack of consequences most common in provincial departments (47% of total)

2017-18 [ 37%(109)

201617 [ 39%(104)

2015-16 [ 40% (101) @
201415 T 1% (103)

37

R

INSTABILITY OR VACANCIES IN KEY POSITIONS OR KEY OFFICIALS LACKING APPROPRIATE COMPETENCIES

Lack of skills more widespread in provincial departments (27%) and

technical and vocational education and training colleges (18%)
2017-18 44%(129)
2016-17 54% (145) @
2015-16 53% (135)
2014-15 60% (152)
[ (X ]
m m ACCOUNTABILITY * = SLOW/NO RESPONSE *

BY MANAGEMENT
PFMA
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