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Our
reputation promise/mission

The Auditor-General of South Africa (AGSA) has a constitutional mandate and,
as the Supreme Audit Institution (SAI) of South Africa,
it 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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Slow progress towards clean audits with slightly more regressions than
improvements
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FOREWORD

It is a pleasure to present to Parliament my 2011-12
general report on audit outcomes of departments,
legislatures, public entities and other entities

in the national and provincial spheres of

government.

Inresponsetothe2010-11auditoutcomes,
commitmentsweremadebytheexecutive
and oversight bodies to intensify their
efforts in bringing positive change within
the administration.

Despitemyexpectationthatthesecommitments

would drive improvements towards clean audits,

the audit outcomes for the year show a general stagnant trend, with less than a
quarterofauditeesobtainingcleanauditopinionsand52notabletosustaintheir
prior year clean audit opinion. My report shows that many leaders did not own
and drive these commitments, so the commitments are left to flounder until the
nextauditstarts. In this regard, | single out two significant commitments made a
year ago:

. The executive committed to meet with my office quarterly for at least
an hour. About 78% of them have made time at least three times in the
past year to meet and share the results of our assessment of the risks and
controls and to consider the status of commitments made and make new
commitments. Although the engagements were well received, only small
movements in audit outcomes can be seen. This was due to frequent
leadership changes resulting in disruption in the implementation of
commitments, our message beingignored, or our conversation not being
compelling and persuasive enough. We therefore undertake to continue
with the quarterly engagements, but with greater emphasis on quality
conversations leading to increased impact.

Parliament and legislatures committed to improve the collaboration
between their respective public accounts committees and portfolio
committees. We have yet to see more concentrated efforts in this regard
as an uncoordinated approach will continue to weaken the effectiveness
of oversight.

Of special concern is the increase in auditees with material findings on non-
compliance with legislation, bringing it to 74%. Even though | have stressed
for the past three years the urgent need to address the quality of the financial
statements submitted for audit and weaknesses in supply chain management,
human resource management and information technology controls, there has
been minimal improvement.

The usefulness and reliability of the annual performance reports continue to
improve, whichisgratifying.lamnowabletomakeaclearerassessmentofservice
delivery risks but not to the full extent necessary (as some key departments
responsible for national outcomes, such as those in the health, education and
human settlement sectors, continue to have material shortcomings). Based
on the annual performance reports, about 42% of auditees achieved 80% or
fewer of their planned service delivery targets, while some departments had
significantly underspent their conditional grants and capital budgets. My report
further highlights risks to the financial health of national and provincial
government flowing from poor budget management, cash and debtors
management of departments and the financial management of some public
entities. These indicators reflect that the fiscus could be placed under further
pressure if such risks are not addressed.

In this general report, | raise three areas that require corrective steps by those
charged with governance to achieve improvements in the audit outcomes:

. Vacancies in key positions and instability in leadership positions
affect the pace of sustainable improvements. Ineffective performance
managementisevidentatsomeauditees, which meansthat officialswho
perform poorly are not dealt with decisively. A concerted effortis required
to address the challenges in human resource capacity and productivity.




. Effectiveinternalcontrolstoprevent,detectandcorrectnon-compliance
with legislation and mistakesin the financial and performance reports are
lacking. Overall the effectiveness of key controls has regressed, as they
were notdesignedandimplementedinasustainable manner.Checksand
balancesforall key processes, monthly reportingand validation processes
to ensure the credibility of all managementinformation are basic controls
which skilled professional should be able to implement.

. Governmentshouldbemonitoredinathorough,diligentandcollaborative
manner. My office only providesindependentassurance on the credibility
of financial and performance information and compliance with selected
legislation. We are not the only provider of assurance to the citizens
that government is delivering services in a responsible and accountable
manner. The monitoring functions vested in senior management,
accounting officers, internal audit, audit committees and executive
authorities should be better exercised so that audit outcomes and
service delivery issues are dealt with through self-monitoring, while audit
provides an external validation. The treasuries, offices of the premiers,
public service administration and other coordinating/monitoring
institutions should fulfil their role envisaged in legislation to guide,
support, coordinate and monitor government. The legislatures and
Parliament should be scrupulous and courageous in performing their
oversightfunctioninorderto makeanimpactoncleanadministration. My
assessment (detailed in this report) is that not all of these role players are
providingthelevelofassurancerequiredtocreatethemomentumtowards
improve audit outcomes.

A common reaction to the audit outcomesis the question posed by many about
theneedforofficialstobeaccountable,andfortheretobeconsequencesforpoor
performance, misappropriationofstateresourcesandfraud.Inresponse,wehave
highlighted in a separate booklet, the range of legislation at the government’s
disposalthatenablesremediestobeappliedwheretherehasbeentransgression.
Thesemustbeusedwherenecessarytoreversethe cultureof“business-as-usual”.
Itis my assessment that the full power of the law is yet to be activated, leading to
commentatorsasking”Whatcanbedone?"orsaying“Therearenoconsequences”.

Highlightingtheseremediesprovidesastarting pointforourresponsibleleaders
and therelevant legislatures and departments to take action. All parties have to
play their part.

Although progress towards clean audits is slow, | am encouraged by examples
of commitments by leaders and officials which translated into improved audit
outcomes and | am confident similar results can be achieved by all auditees. In
conjunction with various key role players, my office has provided input towards
the development of solutions to the challenges highlighted in this report, and
will in future share assessments of progress in joint sessions with the Head of
Government Business and Parliament and through similar engagements in the
provinces.

Itisthroughalloureffortsandtheworkofauditorsthatwewill contributetowards
strengthening our democracy through auditing.

AWKJN . Gcmmﬁz

Auditor-General
Pretoria
March 2013
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CONSOLIDATED GENERAL REPORT ON NATIONAL AND PROVINCIAL AUDIT OUTCOMES OF 2011-12



"}2e s1y3 jo uoisiaoid e yum Ajdwod
0} S[I} JO SDUDARIIUOD OYM Judwipiedap ay3 Jo 3dIAI3S 9y3 Ul [e1dyjo Aue jsuiebe sdays
Kseuyddsip s1eudoidde pue aA1303)9 9L} Isnw Juswipedsp e 4oy 19dujo buunodde sy

((u)8e
uoias

14JEL]

VIN4d - uone|siba] yym as>uejjdwod uo 13Y31Q

"uoI3N29s0.d [eUIWID 1O} JDNIRW DY} JDJDS -«
pue ‘paijdde usaq sey ajni (pISs Y10 3y} Jeay) waled
weJdl|e Ipne 3y} Jaye ‘sueak 0| buipasdxa jou polad e 1oy 21e3s Jo ueblo Aue woiy
ssauisng Bululelqo wouy ‘siseq Jus|Npnely e Uo Palde OYM SI01I31IP pue sIapjoyaieys
93 A|UO 10 ‘S101D31Ip pue SISP|OYJeys S) “0}DRIIUOD IO JDISPUSY BY} IDLISDS  «

uonpinbay
!uoj3e||aduUed Yons 0} Snp syuswabuelle 3|qeINOARS S| ¥ew 0}
Buiaey Jo 3 Nsal e se paIdyNs sey 3 Ydiym sabewep Aue wie|d pue }DeIUOD 3y} [dURD -« (@)l uawain>0id
19npuod suosiad [p13uai343id
1Y} JO }NS3J B SB PaJaYNs JO palindul sey } sobewep J0 S35S0| ‘S1S0D [|e JIDAODDI  «
!ssad0.d Bulispual Y3 woiy uosiad ayy Ayljenbsip -
—(1)€ L uonenbas ul parejdwaluod
uosJad ay3 3suiebe aney Aew 3 Apawial 19y3o Aue 03 uonippe ul ‘Aew 33e3s jo uebio uy
uonpjnbay
"}2RJJUOD Y} papieme uosiad Jo Jai9pusl 9y} Jsulebe 1oe “}Isw udaq Jou (@q(uet Juawainioid
9ARY }0BJIUO0D dY} JO SUOIIPUOD 3y} Jo Aue Jey) buidalsp uodn ‘ysnw d3eis Jo uebio uy [p13uaIdjaid
3PNPUOD [UIWIID WO Bulynsai 1O)(1)gs
$9550| pue aIn}ipuadxa |NJ21SeM pue SS9|HNJ pue Jeinbaul ‘pastioyineun Juanaid 0} ..cO_Umm YIW4d
sda)s aeldoidde pue aA11d3Y9 3y e) Isnw Juswiedap e Joj 193Ljo Bulpunodde ay| :
*A}13us Buipely Jo Juswpiedsp dYy3 JO S92IN0SAI SY3 JO 3sh Judledsues) pue [eoIWouodd | (9)(1)8€
"JUSIDLYS ‘DAI3IRYS BY3 40} 3|qisuodsal si Juswiedsp e Joy 1900 buiunodde sy | uonaS vidd
[0J3UOD |eUJIIUI pUE @(8E
JusWabeuew XSI4 pue [eIdUBUY JO SWI)SAS Judledsuel) pue JUSIdLYD ‘SAI3D99 sulejulew .co;uwm YIW4d

pue sey juswiiedap ay3 1ey3} INSUS Isnw Juswiedsp e oy 1o bujunodde ay|

si91jddns - 3>uew.0).19d yi10m 100d

o~
5
o
w
o
%]
w
=
o
v
S
)
o
=
a
o)
<<
-
=
)
z
>
o
oc
a.
[a)
=z
<<
—
<<
=z
S
L
=z
=z
(@]
°
oc
o
a
w
oc
-
<<
oc
w
=z
w
(V)
a
=
<<
a
e}
o
wv)
=z
o
)



overview o

f full report

Message from

th
Audi:or- 1 2

General

117 auditees achieved clean audits 3 9
(Part 1)

Some progress
made towards
improving the
reliability and

usefulness of
service
delivery reporting
(Part 1)

Continuing
high level
of non-
compliance
with laws
and
regulations
(Part 1)

High levels of unauthorised,
irregular as well as fruitless and
wasteful expenditure
(Part 1)

/9



HR and IT management
needs further attention
(Part 1)

106

115

138

Indications of
financial health
issues at some
departments and
public entities
(Part 1)

Audit outcomes and weaknesses in
implementation of key national programmes in
Health, Human Settlements, Education, Social
Development and Public Works sectors
(Part 3)

The audit
outcomes of
3 provinces
regress
(Part 4)

168

178

428

470
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