NATIONAL ASSEMBLY

FOR ORAL REPLY ON WEDNESDAY, 24 OCTOBER 2007

QUESTION NO 361

DATE OF PUBLICATION IN INTERNAL QUESTION PAPER:  16 OCTOBER 2007

(INTERNAL QUESTION PAPER 37)

361.
Mr M M Swathe (DA) to ask the Minister of Water Affairs and Forestry:

(1)
Whether, in light of the qualified audit report given to her department by the Auditor General for 2006-07 financial year, any action will be taken against the accounting officer and the Director-General of her department (name furnished); if not, why not; if so, what action;
(2)
whether, in light of the qualified audits received by her department for the (a) 2004-05 and (b) 2005-06 financial years, any action will be taken against certain members of the audit committee (names furnished) who have been on the committee for the past three years; if not, why not; if so, what action?
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REPLY:

(1) The qualification by the Auditor-General on Vote 34 arises for two main reasons, namely the determination of the fixed asset register, which is extremely complex when dealing with non-tradable fixed assets such as dams, canals, weirs and major pump stations; and secondly because our revenue management needs to move from cash accounting systems (BAS) that were used in the past towards using modern and accrual accounting systems (SAP). 
It is clear that decisive action is required so that the department is able to achieve a clean audit, and I am taking actions to support the efforts of the accounting officer and the newly appointed CFO to achieve this clean audit. 
The Auditor-General has recognised these efforts and in his report stated that: “The Department embarked on an exercise to compile a fixed asset register. Due to the extensive asset base and complexity facing the Department this exercise had not been completed adequately by the time of the audit.”

Recently two projects were launched by the Department to improve financial management and to ensure that service delivery activities are performed on a sound financial footing.  

I have previously stated and committed publicly that that by the end of my term of office the Department of Water Affairs and Forestry would have received an unqualified audit, and with all the actions taken I remain confident that for the 2008/9 financial year we will achieve this unqualified audit.

(2) (a)+(b)
No.  The Audit Committee of the Department was established to provide support to the accounting officer and financial team in dealing with the challenges faced by the department in our efforts to attain a clean audit.  This Audit Committee should not be seen in the same way as an Audit Committee of a Board of Directors of a company, as they do not have any accountability or decision making power over the expenditure or financial decisions taken by the Department. 

According to the regulations of the Public Finance Management Act the responsibility of the Audit Committee is to report and make recommendations to the accounting officer who retains the responsibility for implementing such recommendations. I am confident that the Audit Committee has over the past few years discharged its responsibility effectively and they have contributed to our efforts to improve the general financial management of the department.  I wish to thank all of the members of this committee for their efforts.


Furthermore, the responsibility for the preparation of financial statements is not that of the Audit Committee.  The Audit Report for the relevant financial year explained clearly that management, with the oversight of the accounting officer, is responsible for the fair presentation of the financial statements in accordance with the applicable financial reporting framework; and this responsibility includes:

· Designing, implementing and maintaining internal controls relevant to the preparation 
of financial statements that are free from misstatement, whether due to fraud or error;
· selecting and applying appropriate accounting policies; and
· making accounting estimates that are appropriate in the circumstances.
In addition, the accounting officer is responsible for ensuring, through oversight of management, that the Department establishes and maintains internal control to provide reasonable assurance to the Auditor-General’s team of auditors with regard to the effectiveness and efficiency of operations and compliance with applicable legislation. 
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