LIMPOPO PROVINCIAL GOVERNMENT

DEPARTMENT OF PUBLIC WORKS

PROGRESS REPORT ON ISSUES RAISED BY THE AUDITOR GENERAL’S REPORT FOR THE FY: YEAR 2003/04

	Issues Raised
	Progress to Date
	Constraint
	Future Action Plan

	Unauthorised Expenditure

Paragraph 4.1. Page 43, the Auditor General reported unauthorised expenditure amounting to R 2 589 000.00.
	The Department noticed that the transaction for the insurance on subsidised vehicles for the financial year 2004/05 was processed on the 15th March 2004 by PERSAL at the National Treasury. The Department reported the matter to the Provincial Treasury requesting intervention with the National Treasury. The Department has not yet received feedback from Provincial Treasury.


	Awaiting SCOPA resolution.
	The matter to be raised with SCOPA in the next public hearing.

	Irregular Expenditure:

Paragraph 4.2. Page 43, the Auditor General reported that the Department’s Bank account was overdrawn with the amount of R68 811.94 at year-end.
	The HOD raised this matter during the EXCO Legotla meeting held in January 2004 that the Department’s PMG account would be overdrawn due to the implementation of Resolution 7 of PSCBC 2002, because the mandate was not funded. At the end of the financial year 2002/03 the PMG account was overdrawn by R72, 321,000.00 that became the opening balance for 2003/04.

Again in February 2004, the department informed the Provincial Treasury that the PMG account would again be overdrawn due to a negative opening balance, and since the matter was not resolved by SCOPA, the opening bank balance would continue to have a negative impact on the PMG account. 

However, the matter was raised with SCOPA and it was indicated that the matter would be considered when the activities of the 2002/03 financial year are finalised by SCOPA. The Department therefore appeals to SCOPA to resolve the matter in order to avoid overspending in the following years to come.

The Department does not regard this expenditure as irregular but as expenditure incurred during the implementation of Resolution 7 of 2002 PSCBC and as such it should be treated as unfunded mandate since it was not budgeted for during the accounting period 2002/03. Furthermore during the FY 2003/04 department spent according to the given budget and the overdrawn account came as result of overspending during the FY 2002/03 and therefore it does fit the definition of irregular expenditure as per Chapter 1 of the PFMA. “Irregular expenditure” means expenditure, other than unauthorised expenditure, incurred in contravention of or that is not in accordance with a requirement of any applicable legislation.
	Awaiting SCOPA resolution.
	The matter to be raised with SCOPA in the next public hearing.

	Personnel Expenditure:

Paragraph 4.3.1. Page 43, the Auditor General reported that a salary amounting R8 597.25 was paid to an official who had absconded.
	The official (Mr Mashimbye W of PERSAL 12430021) was subjected to a disciplinary enquiry and was found guilty for misconduct and was dismissed. The overpayment of R3692.89 was recovered from his pension benefits. The Auditors initially indicated that the overpayment was R8 597.25, which was for the months August to November 2003. However, the departmental records shows that the actual overpayment only occurred in August and September 2003 i.e. an amount of R3692.89. The October and November salaries (i.e. an amount of R4904.36) were reversed on the PERSAL system.
	The matter has been finalised.
	Continuous monitoring of the effectiveness of internal controls.

	Personnel Expenditure:

Paragraph 4.3.1. Page 43, the Auditor General reported that state guarantee amounting to R27 530 was not redeemed.
	The state guarantee for the amount of R 6 353.00 for Mr. Mathoni N.L. (PERSAL 13091590) has been released by the bank and redeemed by the department and subsequently removed from the system.

The state guarantee for the amount of R 21 000 for Mr. Mapengo T.H. PERSAL 80980287 was outstanding due to the fact that the official was transferred to the Department of Water Affairs and this department could not withdraw the state guarantee before Water Affairs issued a new state guarantee. The matter has been resolved between Water Affairs and Public Works since Water Affairs has issued a new state guarantee. The Management House (formerly African Bank Bond) has release the state guarantee in the name of Department of Public Works on the 17th November 2004.

In addition to that, the department is in the processes of appointing conveyances that will liaise with the banks regarding state guarantees of officials who passed away.  The reason being that in some cases officials have bond security policies, that in the event of their death that will settle the debt. However certain banks went ahead and collect state guarantees. In two cases family misunderstandings led to the two estate being rounded of. In cases were officials terminated service and did not honour their obligations with the banks letters of demand have been written.


	Matter has been finalised.
	State guarantees to be reviewed on regular basis.



	Personnel Expenditure:

Paragraph 4.3.1. Page 43, the Auditor General reported that some officials were involved in undisclosed private business activities outside the Public Service.
	DISCLOSURE OF INTEREST IN PRIVATE ENTERPRISE.

SMS Members

The Head of Department had a meeting with the affected SMS members to get reasons as to why they did not disclose their financial interests or obtain permission to conduct remunerative work outside the public service.  The reasons provided were that they never derived any remuneration or income from the businesses since the remained inactive after registration. The explanations were accepted.

Three (3) members of the SMS whose names appeared on the report have now disclosed their financial interest in terms chapter 3 of the Public Service Regulation, which deals with financial disclosure for members of the SMS. The original copies of disclosure forms have been sent to DPSA and copies have been kept in the S10/P containing the disclosure forms for record purposes.

Corrective Actions:

· The Department has approved a policy and procedures on remunerative work outside the public service. Before the approval the Department embarked on a wide consultation process with all staff members to build awareness in the Department.

· The Department is also developing a register for disclosures and applications to perform remunerative work outside public service. This will assist the Department in keeping a proper record for audit purposes.
	The matter has been finalised.
	· Continuous monitoring of the implementation of the Corrective Action Plan.

· Monitoring of compliance to the policy.

	Suspense Accounts:

Paragraph 4.3.2. Page 44, the Auditor General reported that on the 31 March 2004, suspense accounts amounting to R 6 940 279.17 had not been cleared.
	The Department is putting a significant amount of time and effort into reconciling the various suspense accounts and progress is being made towards finally resolving the position. Most of these suspense accounts are being cleared on monthly basis but revolving at the same time.

Unreconciled Suspense Accounts balances resulted from those that have to be transferred to Standard Chart of Accounts because of changes effected in the financial accounting systems.

Various types of suspense accounts characterize the Suspense Account in the Department and each will be discussed to clarify the problem.

Debts inherited from old administration:

Most of the debts were inherited from the old administration, which makes it difficult to recover such monies, as the debts are older than 3 years and these debtors are not easily traceable, and various options are being explored to write them off.

These debts include transactions from financial year 1999/2000, which came into being as a result of the conversion process from the old system (FCS) to the new system (BAS) when it was introduced in the Province in 1999. 

Debts emanating from linking of codes:

Some of the debts were recovered in the previous years from 1999/2000 to 2003/2004; the reason why they still exist is because of the usage of wrong codes for deduction from employees’ salaries. The codes, which were used, were allocating monies back to the vote like salaries via PERSAL item instead of posting the money to debt account.

Debts emanating from tax recalculations and Salary disallowances:

Debts emanating from taxes recalculation and salary disallowance were incorrectly being treated as debts since the financial year 2000/2001 to date. The two suspense accounts, i.e. tax debt and salary disallowance were cleared each financial year by creating debts for affected employees.

Such debts are immediately recovered from the employees and the funds are posted back to the original allocation of the vote.  

Termination of Service debts:

The debtor’s account also consists of debts relating to employees who have terminated their employment contracts with the Department and some of them are deceased and those who are still alive are untraceable. 

Employee’s debts still in service:

The debtors who are still employed by the department are currently paying their debts either through stop orders or cash and there are no problems with recovery of monies from them. There is reduction in the account balance in this category. 

The different categories of these debts are: Leave without pay, salaries overpayment and tool debt.


	Awaiting approval to write off irrecoverable debts 
	Monthly reconciliation of suspense accounts.

	Financial Statements:

Paragraph 4.3.3. page 44, the Auditor General reported that a difference between unauthorised expenditure as disclosed in note 11 to the financial statements and the Trial Balance amounting to R12 715 236.13 was discovered.
	Unauthorised expenditure of R 12,998 million, which is the opening balance for the financial year 2002/03, resulted from the activities of the financial year 1999/2000. During this financial year, the department was faced with an emergency of attending to flood-damaged infrastructure, and efforts were made to deal with these damages by redirecting funds to those activities that would open access to affected communities.

At the end of the financial year 1999/2000 three (3) Standard Items (Main Divisions) were overspent by R 12,583 million. (Stores & Livestock – R5, 852; Professional & Special Services – R 6,667 million and Miscellaneous – R 0,064 million).

However, there were under-spending on other Standard Items that offset these overspendings. The result is that an overspending on Standard Items only is not picked in the Trial Balance, and therefore, it is not reflected in subsequent Trial Balances.
This matter was raised during SCOPA hearings for the activities of the financial year 1999/2000. The department was then advised to adjust the figures when we were preparing Annual Financial Statements for the 2000/01 financial year to reflect an unauthorised expenditure of R 12,583 million for the 1999/2000 financial year.
It should be noted that this matter did come before the SCOPA hearing and it was indicated that the unauthorised expenditure would be allowed. The department has not yet been notified about this expenditure being allowed and it has been kept in our books until further instruction.


	Awaiting SCOPA resolution
	The matter to be raised with SCOPA in the next public hearing.

	Financial Statements:

Paragraph 4.3.3. , page 44, the Auditor General reported that receivable income amounting to R2 425 172.23 has not been recovered.
	The matter addressed under Suspense account in page 4 above, but the following corrective actions are being implemented to remedy the situation.

Corrective Actions:

· The Department is engaged in consultation with the Department of Home Affairs as well as our Local municipality (TLC) in locating the residential addresses of some debtors to recover all outstanding amounts. 

· The Department has also embarked on an exercise to locate all beneficiaries of officials who are deceased to inform them of the debt they have inherited.
The Department is in the process of identifying debtors and all irrecoverable debts will be written off in terms of Section 11.4.1 of the Treasury Regulations issued in terms of the PFMA of 1999 and in accordance with the Department’s write off   policy determined by the accounting officer.


	Awaiting approvals to write off irrecoverable debts.


	· Continuous monitoring of Debt account.

	Revenue & Receipts:

Paragraph 4.3.4. Page 44, the Auditor General reported that rent in various districts amounting to R 1050 323.96 was found.
	The Department is employing the following three methods to recover arrear rentals, viz.

1. Through stop orders.

2. Through appointed attorneys appointed through the Office of the State Attorney.

3. Through the disposal process of state properties.

Collection of arrear rentals through stop orders:

This method is used where tenants are Government officials, and to date arrear rentals collected since April 2003 amounted to R 334 848. 17.

Collections through appointed Private Attorneys:

The amount to be collected by Private Attorneys is R1 809 601.64 as at 04 October 2004, and the arrear rentals recovered stand at R 332 081.64.  In all the cases that the Department has referred to Private Attorneys, 11 cases are been defended by the tenants, 12 cases are due for evictions, 31 cases are finalised, 11 tenants could not be traced and 81 cases are still going on. Also note that some of the tenants are paying outstanding rentals in instalments.

Collection through disposal of state properties:

The amount collected through the disposal process is R 570 795.25 and this brings the total amount collected to date through the various methods mentioned above to R 1 237 725.10.


	· Process of recovery slow
	· Continuous monitoring and reconciliation of rental accounts

· Bilateral meetings with other Departments to implement stop orders

· Monthly progress meetings with appointed private attorneys.

	Delay in issuing an Audit Report:

Paragraph 5, page 44, the Auditor General that the audit report, which was supposed to have been issued by the end of July 2004, was delayed by further two weeks because the Department could not submit documentation requested for audit purposes in time.
	The delay in the submission of supporting documentation to auditors is attributed to the following factors:

· During the time of the audit the Department was experiencing problems with regard to the changing and upgrading of the financial system.

· The messenger who went to deliver some of the information requested by auditors did not find any member of the audit team assigned to audit Public Works and decided to bring back the documents since there was no one to sign for them.

· There was miscommunication between the auditors and officials in the Department with regard to the type and form of information required.

The information was available electronically but auditors requested for hard copies. The reports for items listed hereunder were given to the Auditors on a memory stick on the 9th July 2004. They were downloaded because it was agreed that printing such reports was wasteful and not necessary, as they were needed electronically.

However, when the department received the management letter on annual financial statements, it was decided that these reports should be downloaded again seeing that there was a register where submission of reports could be recorded. The following reports were downloaded for the second time on the 13/07/2004:

· Orders payable

· Outstanding payments.

During the Audit Steering Committee on the 13 July 2004, the auditors submitted their report to the Department and it was then agreed that if the department could submit the under mentioned reports to the Office of the Auditor-General and some of the issues queried would then be taken out from Audit Report.

 The reports requested were then downloaded on a memory stick and submitted to the Auditor General’s office the same date. 

The Auditors acknowledged the receipt of the report on the 14 July 2004, and indicated to the department to take cognisance of the fact that their office will need at least three (3) weeks to audit the information and this will result in their reporting deadline being missed. 

However, after the HOD has discussed this matter with the Audit Manager on the 28 July 2004, the vouchers were finally provided to Auditors on or before the set deadline i.e.1 October 2004.

Corrective Actions:

· An agreement was reached with auditors to furnish the department with the audit samples as well as the type and form of information they would like to use in verifying whatever balances in advance and such documentation should be signed for.

The department has appointed officials to be custodians of source documents to keep a proper filing system to ensure that documents are readily available for audit purposes.
	The matter has been finalised
	Audit Steering committee meetings to address problem arising during audits.


Progress report on issues raised by the Auditor General’s report: FY 2003/04
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