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Audit of the Ministry of Education performed by the Auditor General

Dr. E S Bongani
Accounting Officer
Ministry of Education 

15 November 2xx1

Dear Dr. Bongani,

The financial statements of the Ministry of Education for the year ended 30 June 2xx1 are subject to audit by the Auditor General in terms of article 143 of the Constitution and section 25(2) of the Public Finance Act no 6 of 2004.  

MANAGEMENT LETTER:  REGULARITY AUDIT PERFORMED FOR THE 30 JUNE 2XX1 FINANCIAL YEAR

INTRODUCTION
The audit of the Ministry of Education for the year ended 30 June 2xx1 was completed and the purpose of this letter is to bring to your attention the findings that were revealed during the audit.

SCOPE AND DETERMINATION OF RESPONSIBILITY
The audit was conducted in accordance with the International Standards of Supreme Audit Institutions (ISSAIs). These standards require that the audit is planned and performed so as to obtain reasonable assurance that, in all material respects, fair presentation is achieved in the annual financial statements. 

An audit includes:
· Examination on a test basis of evidence supporting the amounts and disclosures in the financial statements;
· Assessment of the accounting principles used and significant estimates made by management; and
· Evaluation of the overall financial statement presentation.

The audit will also include an examination, on a test basis, of evidence supporting compliance in all material respects with the relevant laws and regulations which came to our attention and are applicable to financial matters.

The matters mentioned in this letter are therefore those that were identified through tests considered necessary for the purpose of the audit and it is possible that there might be other matters and/or weaknesses that were not identified.

The financial statements, maintenance of effective control measures and compliance with laws and regulations are the responsibility of the Accounting Officer. Our responsibility is to express our opinion on these financial statements.

The audit findings which were identified during the course of the audit, are included below. 


MANAGEMENT COMMENTS
It would be appreciated if your comments on these findings could be submitted on or before 30 November 2xx1 after the date of this report for incorporation.

APPRECIATION
We would like to express our appreciation for the courtesy extended and assistance rendered by the staff of the Ministry of Education during the audit.

Yours faithfully


E Boshuma

				 
E. Boshuma (Audit Director)
	

	for: Controller and Auditor General
       National Audit Office
	

	
	













MANAGEMENT LETTER OF THE MINISTRY OF EDUCATION FOR THE YEAR ENDED 30 JUNE 2XX1


1. INTERNAL CONTROLS
1.1 General internal control environment
The overall internal control environment of the Ministry has been found to have the following weaknesses:
	·  No risk assessment processes are in place at the Ministry

	· No performance contracts are in place for key employees and there is no formal performance evaluation process


· Change of Senior posts/positions e.g. DAHR, CA and CIA
· CA and CIA are currently working under the capacity of acting positions
· Change of Accountants- all accountants are transferred to other Ministries and some of the vacated posts are replaced and other posts are still vacant.
· Furthermore, it has become evident that no budget was raised for other income.
Risks
· Without a formal risk management practices and Ministry may not identify appropriate priorities which can lead to ineffective and inefficient operations.
· Natural or other disasters may leave the Ministry with impaired operations.
· Lack of key personnel may impact on the effective operations of the Ministry.
· Inappropriate budgets lead to inadequate collection and spending of funds and may also create an opportunity for fraudulent practices to incur.
Recommendations
It is recommended that the Ministry should:
· Institute mechanisms for risk and performance management.
· Compile and implement a disaster recovery plan.
· Address key vacant positions within the ministry as a matter of priority.
· Strengthen budget processes should to include budgets for all significant items of revenue and expenditure. 
Management comments
Management agreed to comply with the audit recommendations.


1.2 IT internal control environment
The audit has found that the draft IT policy of the Ministry did not make adequate provisions to cover all relevant areas of risk.  The following issues were noted: 
· No adequate provision was made for virus protection for individual PCs and laptops, including the use of adequate virus software.
· Information owners, or persons responsible for different types of information were not identified. 
· The sensitivity classification for the information in the system and the access which is allowed to such information was not identified.
· No provision was made in the policy regarding the use of passwords relating to laptops and PCs.
· No consideration was made regarding the proper use of internet facilities on laptops and PCs including the download of unauthorised software and mobile computing.
· Backup files in the regions were often transported via emails without appropriate procedures in the IT policy for these transactions.  A review of the backup server shows that not all the regions have sent backup files. There seems to be a lack of management monitoring and enforcement of backup procedures. In addition, there was no provision made to secure any confident or sensitive information sent via emails. 
· The period for which statutory information should be kept was not documented.
Furthermore, the following additional control weaknesses were noted:
· The Ministry did not have an IT strategic plan and tactical plan and an IT steering committee in place.
· Employees interviewed using laptops seemed to be unaware of their responsibilities regarding security of information and generally were not aware of the IT policy of the Ministry. 
· Head of EMIS unit resumed his post without a job description and a performance contract.
· There are too few fire extinguishers available and there was no proof of recent maintenance.
· No maintenance schedules / plan could be found for hardware used including laptops and desktop computers.
· No proof could be found that periodic reviews are performed by management on the system security logs or user access reports for EPICOR.
Risks:
· Loss of information 
· Corruption / loss of electronic files
· Public exposure of confidential information
· Unauthorised changes to information
· Inappropriate decisions regarding IT investments
· Inadequate supervision over IT resources.
Recommendations:
It is recommended that the draft IT policy of the Ministry should address the key issues regarding the IT environment identified above. 

Management Comments:
	Management agreed to comply with the audit recommendations.




1.3 Internal audit
According the par. 22 of the Public Finance Act, the Ministry should have an effective internal audit function. The following weaknesses were identified regarding the functioning of the internal audit unit:
1. The scope of internal audit activities did not include evaluating and reporting on internal controls applicable to high risk areas as identified by management. 
1. Audits planned for the financial year in the Audit annual plan were not finalised.
1. No progress reports audits conducted were available.  

Risks:
· There is the risk of fraud and errors which may go undetected, thus affecting the accuracy of the financial statement.
· The absence of a fully functioning internal audit unit may lead to risk of malpractices, improper recording of transactions, loss of assets and a general breakdown of controls.
Recommendations:
Internal audit seems to have adequate number of staff with relevant qualifications. However, it is recommended that they receive more extensive supervision from management and the audit committee to ensure that they complete planned tasks.

Furthermore, it is recommended that the activities of internal audit should clearly link to the risk areas and management strategies. 


Management Comments:
The observations by the auditors have been noted. The internal audit function will receive extensive training during the coming financial year. There will be more regular management reviews and reviews by the audit committee. 

2. ALLOWANCES  
2.1 Control weaknesses

The following control weaknesses were noted regarding the administration of allowances:
· No evidence of approval by the Accounts Clerk could be found for payment number 679656 amounting to $192.34.
· No evidence could be found that the Chief Accountant had reconciled the supporting documents with the ledger transactions on 14-08-2xx0 and 24-09-2xx0.
Par. 81(b)(ii) of the Public Finance Regulations requires all allowance payments to be subjected to pre-audit. Evidence of a pre-audit could not be found for the following payments:

	PAYMENT NO.
	AMOUNT
($)

	596565
	75.00

	675187   
	30.08

	675189   
	30.02

	674445   
	15.86

	088178   
	4.78

	059969
	84.01

	598914   
	132.86

	679049   
	34.70

	093754   
	33.54



Risks:
· Invalid allowances may be processed and paid.
· Allowances may be processed and paid at incorrect amounts.
· Allowance payments may be recorded in incorrect accounts.
Recommendations:
Internal control procedures should be performed and documented by personnel at all times. It is recommended that more regular monitoring should be instituted by management to ensure consistent performance of control procedures.

Management response:
The above concerns have been noted. The performance of control procedures will be monitored by top management more closely.

2.2  Lack of supporting documentation
  
No supporting documentation could be found for payment number 074936 dated 20-06-2xx1 amounting to $281.58.    

Risks:
· Invalid allowances may be processed and paid.
· Allowances may be processed and paid at incorrect amounts.
· Allowance payments may be recorded in incorrect accounts.
Recommendations:
Internal control procedures should be performed and documented by personnel at all times. It is recommended that more regular monitoring should be instituted by management to ensure consistent performance of control procedures.

Management response:
The above concerns have been noted. The performance of control procedures will be monitored by top management more closely.


3. OTHER INCOME
3.1  Internal control weaknesses - other income

The following internal controls regarding the administration of other income have been noted:
· No evidence could be found of any checks or reconciliations by the Accountant regarding the number of items sold and revenue received and the validity of prices charged for services for 20/09/2xx0, 09/12/2xx0 and 29/04/2xx1. 
· ERV’s are normally accounted for every day. However, it was discovered that a receipt book (RC 007/2xx0) was taken to a remote location and was only returned 24 days later, with some receipts discarded. No action has been taken on this issue against the responsible officials. It is unclear whether there have been some revenue lost due to this action.
· The counterfoil register has not been completed on 20/09/2xx0, 09/12/2xx0, 16/03/2xx1, 14/05/2xx1 and 02/06/2xx1.
· Banking of receipts should be done on a daily basis according to Par. 11(i)(b) of the Public Service Regulations. It was noted that banking was performed on 22/08/2xx0, 19/11/2xx0, 31/01/2xx1 and on 14/05/2xx1.
Risks:
Incorrect prices may be charged for services rendered.
Misappropriation and / or non-recording of receipts.

Recommendations:
Internal control procedures should be performed and documented by personnel at all times. It is recommended that more regular monitoring should be instituted by management to ensure consistent performance of control procedures.

Management response:
The above concerns have been noted. The performance of control procedures will be monitored by top management more closely.

3.2 Non-recording of income received

Receipts with the following ERV numbers and/or valid supporting documents did not have corresponding entries in the general ledger:
	Date
	Description
	ERV no.
	Amount ($)

	22 September 2xx0
	HOUSE RENT MARCH 2xx1
	37062637
	3.86

	24 January 2xx1
	KATOKE TTC
	 
	32.48

	24 January 2xx1 
	SONGEA TTC
	 
	15.98

	24 January 2xx1
	KLERRUU TTC
	 
	15.93

	
	Total
	
	74.54



Furthermore, the above amounts could not be found in the amounts deposited in the bank.

Risks:
Fraudulent misappropriation of receipts.

Recommendations:
Improved internal control procedures to be instituted to ensure that all receipts are recorded and banked.

Management responses:
The above revenue transactions are valid and should have been recorded in the general ledger. The relevant journals now have been passed.

3.3  Inaccurate recording of income received

The following errors have been noted regarding other income recorded.
	Date
	Description
	Amount as per supporting documents ($)
	Amount recorded in the ledger
($)
	Difference ($)

	9 August 2xx0
	PRESS A
	251.81
	215.81
	36.00

	24 January 2xx1
	KOROGWE TTC
	86.40
	68.40
	18.00

	
	Total
	
	
	54.00



Risks:
Inaccurate recording of revenue received.

Recommendations:
Improved checks and approval procedures to ensure that recorded amounts agree to supporting documents.

Management response:
The above revenue transactions are valid and should have been recorded in the general ledger. The relevant journals now have been passed.  

3.4  Non availability of information on training event and exams

The financial statements disclose an amount of $13179.66 for training and examination fees collected by the Ministry. The Ministry could not provide schedules containing information regarding the number of training event, students and related fees charged. This indicates a lack of effective monitoring of income received and recorded by management.

Risks:
Lack of detective controls to identify inaccurate or non-recording of income received. This may allow unrecorded transactions to go undetected.

Recommendations:
Management information on training events and examinations should be maintained. Such information is used to budget for revenue and also monitor actual collections on a regular basis. It is recommended that the Ministry should institute necessary measures and processes in place.

Management response:
The information on training events should be maintained and made available for audit. The matter will be followed up with those responsible and corrective actions will be taken to resolve the matter. 
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