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Reputation promise
The Auditor-General of South Africa (AGSA) has a constitutional
mandate and, as the supreme audit institution (SAI) of South Africa,
exists to strengthen our country’s democracy by enabling oversight,
accountability and governance in the public sector through auditing,
thereby building public confidence.
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Role of the AGSA in the reporting process
Our role as the AGSA is to reflect on the audit work performed to assist the
portfolio committee in its oversight role of assessing the performance of the
entities taking into consideration the objective of the committee to
produce a Budgetary review and recommendations report (BRRR).
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ANNUAL PERFORMANCE PLAN (APP)

TARGETS PER APP
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AGSA theme for the current year to improve outcomes

“Plan-Do-Check-Act Cycle”, also the Deming cycle , courtesy of the International Organization for Standardization
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AGSA theme for the current year to improve outcomes
PLAN

DO

ACT

CHECK
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1

The AG’s Annual Audits

77

Our annual audits examine three areas
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The AGSA expresses the following different audit opinions:
Unqualified
opinion with no
findings
(clean audit)

Auditee:
• Credible and reliable
financial statements
that are free of material
misstatements
• Useful and reliable
performance as
measured against
predetermined
objectives
• complied with key
legislation

Financially
unqualified opinion
with findings

Auditee produced financial
statements without material
misstatements or could correct the
material misstatements, but
struggled in one or more area to:
• align their performance reports to
the predetermined objectives
they committed to in their APPs
• set clear performance indicators
and targets to measure their
performance against their
predetermined objectives
• report reliably on whether they
achieved their performance target

Qualified
opinion

Auditee:
• had material
misstatements on
specific areas in their
financial statements,
which could not be
corrected before the
financial statements
were published.

Adverse
opinion

Disclaimed
opinion

Auditee:
• had the same challenges
as those with qualified
opinions but, in addition,
they had so many material
misstatements in their
financial statements that
we disagreed with almost
all the amounts and
disclosures in the financial
statements

Auditee:
• had the same
challenges as those with
qualified opinions but, in
addition, they could not
provide us with evidence
for most of the amounts
and disclosures reported
in the financial
statements, and we
were unable to conclude
or express an opinion on
the credibility of their
financial statements

• determine the legislation that they
should comply with and
implement the required policies,
procedures and controls to
ensure compliance
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The 2016-17 audit outcomes and
key messages

10

Regression in audit outcomes

Three-year trend –
Quality of annual
performance plans

Three year trend –
Compliance with key legislation

Unqualified
with
no findings

40%
(SANBI/
Isimang)

60% (3)

60% (3)

60% (3) Unqualified

60% (3)

80%

with findings

80% (4)

80% (4)

80%

Qualified
with findings
40%
(SAN
Parks/
SAWS)

Adverse
with findings

20%
(DEA)

20%
(SANBI)

2016-17

2015-16
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100%

40%
(SAN
Parks/
SANBI)

2014-15

20%
(SAWS)

Disclaimed
with finding

40%
(SAN
Parks/ Report not
SAWS)
tabled

2013-14

To improve/maintain the overall audit
outcomes, financial statements processes,

20%
(DEA)

20%
(SANBI)

2016-17

2015-16
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SANParks and SAWS both regressed. SANParks had
material findings on performance information and SAWS had
material findings on compliance with legislation.

SANBI addressed previous compliance findings to improve
their audit outcome whilst iSimangaliso sustained their clean
audit opinion.
DEA did not table their annual report and audit report by
30 September 2017.

2014-15

With material findings

20%
(SAN
Parks)

20%
(DEA)
2016-17

…. compliance with
key legislation and….
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• Material misstatements were noted in the AFS
submitted for audit by SAWS. The entity corrected
their misstatements to achieve an unqualified opinion .
• Inadequate monitoring of SCM legislation resulted in
non-compliance relating to procurement above R500
000 at SAWS
• It was further reported that prepayments were made
where SAWS was not contractually required to make
such payments, contrary to the requirements of
Treasury Regulations.

With no material findings
2016-17
PFMA

40%
(SANBI/
SAN
Parks)

20%
(SAN
Parks)

2015-16

2014-15

--------------------------------------------------

Four year trend –
Overall audit outcomes

Three year trend –
Quality of submitted
annual performance reports

80%
80%
100%

20%
(SAN
Parks)

20%
(SAN
Parks)

20%
(DEA)
2016-17

2015-16

2014-15

…. performance planning and reporting must
be improved by….

Material findings were identified on usefulness and reliability of the
following material indicators at SANParks:
• For 2 indicators, errors were identified when testing the reliability of
information supporting the reported performance.
• For 2 indicators, systems and processes were not adequately
designed to ensure that reliable information is collected to support
the reported performance.

Outstanding audits

No APR/ late submission
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11
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Regression in audit outcomes - continued
Status of Key controls

Assurance providers per level

First
level

Regressed
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Concerning

• Sanparks must implement appropriate controls to review information supporting reported
performance to ensure that accurate and reliable information is reported. In addition, the entity
must ensure that indicators are crafted in a manner that would allow for the verification of reported
performance. Appropriate systems must be designed to collect, collate, verify and store information
to ensure that the reported targets are valid, accurate and complete.
• SAWS management must enhance their monitoring controls over compliance with laws and
regulations.
• SANBI is encouraged to enhance its controls especially on asset management as well as to ensure
thorough reviews of the financial statements and reported performance information to be able to
sustain its outcome.
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Internal
audit unit
Audit
committee
Portfolio
committee

1 (SAWS)

3

2

1 (SAWS)

3

3

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

Intervention required

… providing attention to the key controls by…

Accounting
officer/authority

Executive
authority

- Risk management
- Internal Audit
- Audit committee

Good

3 (SANPARKS/SAWS/SANBI)

Senior
management

Second
level

LEADERSHIP
- Effective leadership
- Oversight responsibility
- Effective HR management
- Policies and procedures
- Audit Action plans
- ICT governance
FINANCIAL AND
PERFORMANCE MANAGEMENT
- Proper record keeping
- Daily and monthly controls
- Regular, accurate & complete finanial and
- Review and monitor compliance
- Design and Implement IT controls
GOVERNANCE

Stagnant

Third
level

SANBI

SAWS

SANParks

Improved
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… the key role players as part of their role in combined assurance

Basis for PC evaluation:
• Oversight role ito robust budget vote process, review of the annual report including the
audit report, quarterly reporting;
• Follow up on progress made by the entities to address audit outcomes;
• Recommendations made in relation to key audit matters; and
• Follow up on key matters reported in the committee’s prior year BRRR report.
The Portfolio committee performed the legislative oversight requirements and it robustly
engages the department and its entities on its role and mandate.
Senior management needs to improve on internal controls relating to performance information
controls and compliance with legislation.
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Regression in compliance with legislation and quality of financial statements
Figure 1: Findings on compliance with
key legislation – all auditees

Figure 3: Auditees who avoided qualifications due to the correction of material misstatements
during the audit

Material misstatements in submitted
annual financial statements

Outcome if
NOT corrected

2016-17

Outcome
after corrections

25% (SAWS)

100
% (4)

75%
(3)

25% (SANBI)
25%
(SAW
S)

Management of procurement and/
or contracts

Outcome if
NOT corrected

2015-16

25% (SAWS)
100% (3)

Outcome
after corrections

100
% (4)

80%
(4)
20%
(SAN
BI)

2016-17

2015-16

2014-15

Improved

Stagnant

Regressed

With no material misstatements

With material misstatements
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3

Financial health and financial
management
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Irregular expenditure disclosed in the financial statements in the portfolio
Definition
Ependiture
incurred in
contrantion of
key
legislation;
goods
delivered but
prescribed
processes not
followed

UIFW amounts incurred by entities in portfolio

Irregular expenditure

=

R 4 138 874

2016-17
PFMA

Nature of irregular expenditure

• SAWS incurred irregular expenditure to an
amount of R 3 087 620 mainly due to
competitive bidding processes not followed
and the deviation was either not approved
or was not appropriate
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4

Top root causes and proposed
recommendations
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Top root causes and proposed recommendations
1

… the following root causes must be addressed
…

2

… and implementation of the following
proposed recommendations by the PC.

Root Causes

Instability or vacancies
in key positions
25% SAWS

Slow response by management (Accounting
officer and senior management)
25% SANParks
20% SANBI

2016-17

2015-16

1. PC must monitor the implementation of
action plans to address the audit findings
identified.
2. PC must request management to provide
quarterly feedback on status of key controls,
especially around the area of performance
information and compliance.

• Instabilities in leadership occurred at SAWS
for a portion of the year. The CEO position
was vacant and the CFO was suspended in
the last quarter of the financial year.
• Similar findings on reported performance
information were identified at SANparks in the
2014-15 financial year

2016-17 PFMA
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5

AGSA audit methodology
improvements
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AGSA audit methodology improvements
Engaging accounting officers in conversations that are insightful, relevant and have an
impact

Status of
records review

Pro-active
follow up
procedures

Key control engagements /
status of records review – objectives

Identify key areas of concern that may derail progress
in the preparation of financial and performance
reports and compliance with relevant legislation and
consequential regression in audit outcome
Provide our assessment of the status of key focus
areas that we reviewed
Assess progress made in implementing action plans/
follow through with commitments made in previous
engagements
Identify matters that add value in putting measures
and action plans in place well in advance to mitigate
risks

Financial and non – financial information
(internal and external reports/documents
& discussions with senior managers)
Feedback linked to Focus Areas

Oversight and
monitoring
(Unchanged)
Financial
health
(Regressed)

IT
management
(Unchanged)

Financial
management
(Unchanged)

Performance
management
(Unchanged)

Status of key focus
areas

HR
management
(Unchanged)
Compliance
management
(Regressed)

Procurement
and contract
management
(Unchanged)
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AGSA audit methodology improvements (cont.)

20

20

Source: Robert Klitgaard (academic anti-corruption research)

Correlation between low accountability, corruption and impact on service delivery

Corruption

Service Delivery
2121

Stay in touch with the AGSA
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