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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 in its portfolio, taking into consideration the objective of the
committee to produce a Budgetary review and recommendations report
(BRRR).
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The 2019-20 audit outcome of NSFAS

4

PFMA

2019-20

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

Auditee:
•

produced credible and
reliable financial
statements that are free
of material
misstatements

•

reported in a useful and
reliable manner on
performance as
measured against
predetermined
objectives in the annual
performance plan

•

complied with key
legislation in conducting
their day-to-day
operations to achieve
their mandate

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 performance reports
to the predetermined
objectives they committed
to in annual performance
plans

•

set clear performance
indicators and targets to
measure their
performance against their
predetermined objectives

•

report reliably on whether
they achieved their
performance targets

•

determine the legislation
that they should comply
with and implement the
required policies,
procedures and controls
to ensure compliance

Qualified opinion

Auditee:
•

had the same
challenges as those with
unqualified opinions
with findings but, in
addition, they could not
produce credible and
reliable financial
statements

•

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

Adverse 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

Disclaimed opinion

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
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Audit outcomes are indicated as follows:

Unqualified
with no findings

Unqualified
with findings

Qualified
with findings

Adverse
with findings

Disclaimed
with findings

Outstanding
audits

Movement from the previous year is depicted as follows:
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ACCOUNTABILITY = PLAN + DO + CHECK + ACT

PLAN

DO

ACT

CHECK
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Audit outcomes of NSFAS over three years

Qualified with findings

2019-20
•
•
•
•

2018-19

2017-18

Audit outcome has stagnated. Some qualified areas that were reported on in the prior year audit were not
addressed and re-occurred in areas such as contingent liabilities, amounts owing by institutions and bursary
expenditure .
Challenges to formulate KPIs according to the SMART principles and the maintenance of performance
reporting supported by credible evidence persists. Action plans were not implemented in a timely manner to
address significant internal control deficiencies identified.
The entity is yet to reconcile records with tertiary institutions, dating back to 2017. The delay in finalising these
reconciliations is resulting in institutions owing material balances of unutilised cash to the NSFAS, which has not
been recorded and collected.
Irregular expenditure was materially understated due NSFAS failing to consult with the Minister when setting
conditions and criteria for eligible students in relation to bursary awards, and failing to gazette those conditions
and criteria.
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Credible financial reporting
Financial statements

Movement

2019-20

2018-19

Submission of financial statements by legislated
date

Yes

Yes

Quality of initial submission for auditing

Yes

Yes

Quality of final submission after auditing

Yes

Yes

NSFAS audit opinion has not changed compared to prior year.

Top five qualification areas
•

Contingent liabilities: student funding

•

Irregular expenditure

•

Prior period error

•

Amounts owing by institutions (exchange)

•

Prepayments to institutions
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Credible performance reporting

Performance report
Movement

2019-20

2018-19

Quality of initial submission for auditing

Yes

Yes

Quality of final submission after auditing

Yes

Yes

Reliable reporting of achievements

36%

86%

Usefulness of performance indicators and targets

9%

86%
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Non – compliance with with legislation

Findings on compliance with
key legislation

2019-20
With no findings

Non-compliance areas
•

Effective performance monitoring, evaluation and
corrective actions through quarterly reports were
not established

•

Prevention of Irregular expenditure

•

Financial statements not prepared in accordance
with PFMA. Material misstatements not
adequately corrected

2018-19
With findings
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Leadership

Status of internal control

Effective leadership

Financial and
performance
management

Proper record keeping

Daily and monthly controls

Governance

Review and
monitor compliance

Risk management

Good

Of concern

Intervention required
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Assurance provided

First
level

Senior
management

Accounting
officer/authority

Executive
authority

Second
level

-------------------------------------------------------------------------------------------------------Internal
audit unit

Audit
committee

Provides
assurance

Provides some
assurance

Provides limited/
no assurance

Not
established
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Financial health and financial management
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Financial health

Revenue
management

Asset and
liability
management

Cash
management

• Collection of debt – The entity collects debt (post impairment) at 13 years (2018/19:15
years). This represents a 2 years decrease in collection from the previous year. The
decrease is attributable to an increase in impairment of debtors in the current financial
year due to the current economic climate.

• The entity realised a surplus of R4 478 655 000 (2019: loss of R5 045 952 000) for the year
under review which is attributable to the significant increase in grants received for
student awards.

• Cash reserves have slightly increased to R5 854 028 000 (2018: R3 886 556 000) which is
favourable to the financial wellbeing of the entity in order to cover any unforeseen
expenditure.

Of concern

Intervention required
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Irregular expenditure increases over two years
Definition

Expenditure incurred in contravention of key legislation; goods delivered but prescribed
processes not followed

Irregular expenditure incurred by entities in portfolio

Irregular
expenditure

2019-20

• R0,5 billion represents noncompliance in 2019-20

R0,5 billion
R3,2 billion

2018-19

Nature of irregular expenditure
• Most was caused as a result of disbursements made to students contrary to NSFAS funding policies,
eligibility criteria and funder requirements

Irregular Expenditure was found to be materially understated
• R50bn additional Irregular expenditure should have been disclosed as a result of disbursements made
against eligibility criteria and conditions that were set without consultations with the minister or eligibility
criteria and conditions not gazetted.
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Key expansion of our mandate

Refer material
irregularities to

Take binding
remedial action for

Issue a certificate
of debt for failure to

relevant public bodies
for further investigations

failure to implement the
AG’s recommendations
for material
irregularities

implement the
remedial action if
financial loss was
involved
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What is a material irregularity?

Irregularity

Material
irregularity

Impact

any non-compliance with, or contravention of, legislation,

fraud,
theft or
a breach of a fiduciary duty
identified during an audit performed under the PAA
that resulted in or is likely to result in …

a material financial loss,
the misuse or loss of a material public resource or

substantial harm to a public sector institution or
the general public
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Material irregularity identified

Material irregularity identified

Nature of material irregularity
1. Disbursements made in excess of bursary and
loan agreement amounts.
2. Interest not charged on all student loan
accounts.
3. Material amounts owing by higher education
institutions which are not accounted for by
NSFAS.

Stage of material irregularity
For all 3 Material Irregularities:
• The notice has been issued to the
Administrator
• A response has been received
• In light of the governance changes at
NSFAS the MI’s, as a courtesy have
been issued to the new chairperson for
any further comment
• The AGSA is still in the process of
evaluating the responses and will
finalise after the chairperson responds
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Recommendations
1. Instability at Chief Financial Officer (CFO) and General Manager Finance (GM:
Finance) levels to be addressed.
2. NSFAS Act to be assessed to understand required updates to be in line with Fee Free
Education Announcement and NSFAS’ operations to be aligned accordingly.
3. Information technology system shortcomings to be addressed as the current loan
and bursary management system does not cater for all of NSFAS’ operational
requirements.
4. Credible performance and financial reporting action plans to be implemented and
monitored through the development of standard operating procedures to ensure
roles and responsibilities of the officials are clearly defined in relation to the
execution of action plans.
5. Final close out reporting process with institutions to be finalised urgently for
previous years and subsequently to be done annually.
6. Eligibility criteria and conditions to be gazetted.
7. Management should strengthen controls around the communication of financial
reporting information relating to NSFAS awards between NSFAS and higher
education institutions as incorrect or delayed reporting to NSFAS impacts on various
critical aspects of the entity’s business that includes ensuring funds are safeguarded
to ensure that as many students as possible are funded correctly.
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Additional efforts were introduced

Regular key control
assessment – enhanced to
Status of records reviews

2N
D

Frequent oversight
engagements

AG

Early warning system for
accounting officers and
authorities

Roadshows
Regular engagements
with accounting officers/
authorities and executive
authorities

Capacity building
initiatives by Cogta,
treasuries and other
coordinating and supporting
institutions also introduced

To share audit outcomes and
recommendations after each
cycle
Media briefings
After every cycle

3R
D

To improve the status of financial and performance management
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Preventative controls
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Why these guides
• Enable oversight structures to assess whether the most important preventive

controls are implemented by institutions to address their main areas of risks.
This will assist oversight structures to diagnose weaknesses in preventative
mechanisms and focus their oversight efforts on obtaining assurance from
the executive authority and the accounting officer or authority that those

weaknesses are being effectively addressed in accordance with their
legislated obligations.
• Enable the accounting officer or authority and the executive authority to

effectively address the assurance needs of oversight structures pertaining to
preventative controls.
• Create general awareness of the role of the accounting officer or authority

and their legislated obligations towards good financial and performance
management in their institutions.
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What is included in the guides for each control
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Stay in touch with the AGSA
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