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We are the independent world-class provider of public sector audit and
related value-added services.

Providing independent and objective quality audit and related value-added
services in the management of resources, thereby enhancing good governance
in the public sector.

Visie
Ons is die onafhanklike wéreldgehalte-verskaffer van ouditdienste
en ander dienste van toegevoegde waarde aan die openbare sektor.

Missie

Die verskaffing van onafhanklike en objektiewe ouditdienste van
hoé gehalte en verwante dienste van toegevoegde waarde in die
bestuur van hulpmiddele, wat bydra tot goeie beheer in die openbare
sektor.

Umbono
Sibaphakeli abangathathi-hlangothi bemisebenzi esezingeni eliphezulu
khulu lama-odithi wesitjhaba kanye neminye imisebenzi ekhambelana
nalokhu.

Ihloso

Ukuphakela ihlelo lemisebenzi ye-odithi ngendlela engathathi-
hlangothi neyekhwalithi kanye neminye imisebenzi ekhambalana
nalokhu kwezokuphathwa kwemithomborhelebho, ngokwenze njalo,
kuphuhliswe ukubusa kuhle ekorweni karhulumende.

Umbono

Singumbutho ozimeleyo, obonelela ngeenkonzo ezikumgangatho
ophezulu kuphicotho Iweencwadi zemali zikarhulumente, nezinye
ezixhobisayo ezinxulumene nezi.

Umsebenzi esizimisele ukuwuphumeza

Ukubonelela ngeenkonzo zophicotho Iweencwadi zemali olungabonisi
kukhetha cala, olusemgangathweni ophezulu, nokubonelela
nangezinye iinkonzo ezixhobisayo eziyeleleneyo kwezi ekuphatheni
izinto onazo umbutho, ize ngalo ndlela uphucule ulawulo kumacandelo
karhulumente.

Umbono

Singabanikezeli abazimele nabasezingeni lomhlaba bemisebenzi
yokucwaninga amabhuku ezimali kanye neminye imisebenzi
ebalulekile kuhulumeni.

Inhlosonggangi

Ukuhlinzeka ngokucwaningwa kwamabhuku okuzimele okusezingeni
eliphezulu okungenzeleli kanye neminye imisebenzi ebalulekile
ekuphathweni kwezinsizasidingo. Lokho kwenza ukuthi kube
nokuphatha okuhle kuhulumeni.

Ponelopele
Re baabi ba ikemetSego ba maemo a godimo ba ditirelo tSa ditekolo
le tse dingwe tSeo di amanago le tSona lefapheng la mmuso.

MaikemisetSo

Go fana ka ditirelo tSe ikemetSego le tSa nepo tSa maemo tsa tekolo
le tSe dingwe tSa boleng tSeo di amanago le tSona tshepedisong ya
didiriSwa, ka maikemiSetSo a go oketsa tshepediso e botse mafapheng
a mmuso.

Ponelopele
Re batlamedi ba ba ikemetseng ba maemo a a kwa godimo a baruni
le ditirelo tsa maemo tse di amang setShaba.

Maikaelelo

Go neelana ka ditirelo tse di ikemetseng le boleng jo bo isegang jwa
go runa le ditirelo tsa maemo mo bolaoding jwa didiriswa, ka
maikaelelo a go nna le tsamaiso e ntle mo setShabeng.

Ponelopele

Re baabi ba ikemetseng ba maemo lefatsheng ba ditshebeletso tsa
dihlahlobo ekasitana le tse ding tsa boleng tse amanang le tsona
mokgeng wa mmuso.

Maikemisetso

Ho fana ka ditshebeletso tse ikemetseng tsa sebele tsa maemo tsa
dihlahlobo ekasitana le tse ding tsa boleng tse amanang le tsona
tsamaisong ya mehlodi ya thuso, ka sepheo sa ho ntlafatsa taolo e
ntle mokgeng wa mmuso.

Umbono
Singumniketi losezingeni lemhlaba lotimele wetinsita telucwaningo
kanye naletinye tinsita letibalulekile kumkhakha wahulumende.

Umgomo

Kuniketa tinsita telucwaningo lolutimele lolunehloso lesezingeni
lelisetulu kanye netinsita letibalulekile ekuphatfweni
kwemitfombolusito, ngaloko-ke kutfutfukiswe kwenganyelwa lokuhle
kwemkhakha wahulumende.

Bono

Ri vhanetshedzi vho diimisaho nga vhothe vha vhutoli ha vhuimo
ha ntha vha sekithara ya nnyi na nnyi na tshumelo i elanaho na
zwenezwo ya ndeme yo engedzedzwaho.

Ndivho

U netshedza vhutoli ha ndeme ho diimisaho nga hothe nahone vhu
re na ndivho na tshumelo i elanaho na zwenezwo ya ndeme yo
engedzedzwaho kha ndangulo ya zwishumiswa, u itela u khwathisedza
vhulanguli ha vhudi kha sekithara ya nnyi na nnyi.

Xivono
Hi vaphakeri vo tiyimela va xiyimo xa le henhla va tinkota ta xiyenge
xa vaaki na mintirho leyi fambelanaka ya nkoka lowu engeteriweke.

Xikongomelo

Ku nyika tinkota leti tiyimeleke na nkoka lowu kongomaneke na
mintirho leyi fambelanaka eka switirhisiwa swa vufambisi, kwalaho
swi tlakusa mafumelo ya kahle eka xiyenge xa vaaki.



Letter to the Speaker 2004 I

Ms B Mbete
Speaker

National Assembly
PO Box 15

CAPE TOWN
8000

Dear Madam Speaker
Report to the Speaker in terms of section 10(3) of the Audit Arrangements Act, 1992 (Act No. 122 of 1992)

In terms of the provisions of section 10(1) of the Audit Arrangements Act of 1992, the Chief Executive Officer (CEO), who is
also the Deputy Auditor-General, submitted his report to me on the operations of the Office of the Auditor-General for the
year ended 31 March 2004. This report is usually submitted to the Audit Commission for review and approval and for onward
transmission to the Speaker for tabling. The term of the Audit Commission ended shortly after the general election in March
2004. A new Audit Commission has since not been established in view of the possible changes in the Public Audit Bill which
is likely to be enacted soon. In the absence of the Audit Commission, | have taken the liberty to play that role with the assistance

of a temporarily constituted Ad Hoc Audit Committee within the office.

The Ad Hoc Audit Committee has examined the report for this financial period, and is satisfied with the audited financial
statements, which contain an unqualified audit opinion. The report deals with the most relevant matters affecting the affairs
of the office.

The Ad Hoc Audit Committee takes note of the report, which is based on the strategic principles, measures and results which
during the year under review were monitored through the balanced scorecard. The committee is also encouraged to note that
the financial statements presentation is now fully compliant with the Statements of Generally Accepted Accounting Practice.

The Ad Hoc Audit Committee has no further comments or proposals.

I respectfully draw your attention to section 10(3) of the Audit Arrangements Act of 1992, which provides that this report,
together with that of the office, must be tabled in Parliament as soon as possible.

Yours faithfully
S A Fakie
Chairperson

Ad Hoc Audit Committee

September 2004
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Transmittal letter 2004

Office of the Auditor-General
PO Box 446

PRETORIA

0001

Tel:  (012) 426 8000
Fax: (012) 426 8293

September 2004

Mr S A Fakie
Auditor-General
Chairperson

Ad Hoc Audit Committee
PO Box 446

PRETORA

0001

Dear Mr Fakie

It is an honour to submit to the Ad Hoc Audit Committee the eleventh Annual Report of the Chief Executive Officer (CEQ) on
the operations of the Office of the Auditor-General, which is for the year ended 31 March 2004, in terms of the Audit
Arrangements Act, 1992 (Act No. 122 of 1992). The financial statements of the office now fully comply with the Statements
of Generally Accepted Accounting Practice (GAAP).

The 2003-04 financial year was marked by the progress in achieving the office’s goals as set out in the Siyanqoba strategy.
It is through the balanced scorecard that we defined the goals of the office in relation to the strategic focus areas (people,
process, product and financial performance) and constantly monitored the performance of the business units and staff against

these clearly defined goals.

In following this path we are constantly striving to achieve the office’s vision in providing independent world-class public sector

audit and related value-added services.

| attribute all our achievements to the dedication of our staff and the continued support provided by you and the Audit

Commission.
Respectfully

Terence M Nombembe
Chief Executive Officer



Comment of the Auditor-General

2004 I

| am pleased to comment on the eleventh Annual Report
of the office, which also coincides with a decade of
democracy in our country. The eleventh year of the Office
of the Auditor-General, re-established in anticipation of
the new democracy, is a good time to pause and look at

its achievements.

The office made an early decision to become a professional
organisation, and fo use best practice and standards of
audit organisations as a benchmark. This defined a
significant change for the office that has impacted on both
the audit work and its operations. Obviously, with significant
change have also come significant challenges, which we

had to cope with during the year.
Operations of the office

As other supreme audit institutions endeavoured to report
on their performance, the office identified the balanced
scorecard (BSC) as a tool that would need to measure its
performance at both strategic and operational level. The
BSC is now well established as the main strategic and
operational performance instrument of this office. Comprised
of four areas: people, product, process and financial
performance, the balanced scorecard measures provide
an ideal management instrument to defermine the quality
of the office’s performance over the year. This is the second
year the annual report of the office is structured according

to the balanced scorecard.

Whilst the office has done well in some aspects of the BSC
implementation, there are still shortcomings in the fotal
understanding and communication of the BSC. The CEO
and his team have committed themselves to addressing

these issues in the ensuing year.

The balanced scorecard for the 2003-04 financial year
focused on initiatives to improve the efficiency of business
processes. This required further improvements and
refinements to our manual and computer-based systems.
This is a key performance area which is planned, tracked

and independently evaluated.
Key stakeholders of the OAG

The Public Accounts Committees, the Audit Commission
and the Staff Management Board are important stakeholders
with whom the office interacts regularly in fulfilling its
responsibility and mandate. | would like to acknowledge

the support and assistance provided by them.

Firstly | wish to thank the stakeholders who play an important
part in furthering the process of public accountability. The
Public Accounts Committees, at each tier of government,

bring the work of the Auditor-General fo a logical conclusion.
They have an important responsibility to address the issues

outlined in my audit reports.

Since the election in March 2004, many new members
have been appointed to various Public Accounts Committees.
We have recently participated in the orientation programme
with the new Public Accounts Committees in the various
legislatures and are looking forward to fostering good

relationships with these stakeholders.

In addition to its oversight role the Audit Commission has
played a significant role in the initial development of the
Public Audit Bill. It also supported the office to undertake
international audit assignments such as the World Health

Organization and the United Nations.
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Comment of the Auditor-General

2004

In view of the general election in March 2004, the second
Parliament was dissolved and the Audit Commission's term
of office has ended. My sincere and heartfelt thanks go to
the members of this oversight body for their support and

extraordinary commitment over the years.

| also wish to thank the Staff Management Board for its
cooperation and advice on various resource matters during

the last year.
Development initiatives

The emphasis on developing our people in the office led
to various worthwhile initiatives, of which | would like to
single out the support given to our trainee accountants.
This office is nurturing our profession by coaching and
mentoring its fledglings. The number of trainees we currently
have in the office is 572 and 15 persons passed the
qualifying examination of the Public Accountants’ and
Auditors’ Board.

Additionally, this office is a continuing role player in the
international arena. Particularly in Africa, our invaluable
role is emphasised by the numerous requests received from
colleagues to assist with the transfer of skills and the
upgrading of systems, to name but a few. Although inspiring
and complimentary, such requests create a number of
challenges for the office as we seek to balance domestic

responsibilities and international opportunities.
General reports

Three general reports were submitted to Parliament during
this period. Apart from the General Report on Audit
Outcomes and the Activity Report, my office produced its

first separate General Report on Local Government.

The format of the General Report on Audit Outcomes was

used for the third consecutive year, providing comparative

information on the audits done by the office. This report
presents a wealth of high-level strategic management
information on the public sector fo legislatures and executive
authorities and is a very useful summary of all the public

sector audits.

In my Activity Report for 2003, | also brought o the attention
of Parliament and our other stakeholders the developments,
refinement and enhancement in the audit process and

products that are currently under way in the office.

To further enhance accountability and reporting to Parliament
| am currently exploring ways o improve my interaction

with the National Council of Provinces.
Legislative changes

As reported in the last annual report, the office coordinated
the drafting of the Public Audit Bill. The enactment of this
Bill is necessary for me and my office to respond to new
challenges facing us. The Public Audit Bill was debated
and passed in the National Assembly on 17 February
2004. It could not, however, be tabled in the National
Council of Provinces before Parliament dissolved for the
general election. The bill has since been revived in the new

Parliament. | trust that this bill will be assented to soon.

The office can look back on a decade of democracy, secure
in the knowledge that it has made a contribution and played
an important role in promoting, maintaining and enhancing

the accountability of the public sector.

I trust that this report will meet with the approval of

Parliament.

S A Fakie
Auditor-General

September 2004
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Glossary of terms

pdelers

Regularity auditing
Regularity auditing comprises financial auditing and
compliance auditing.

Financial auditing

The objective of the auditing of financial statements is to
enable the auditor to express an opinion as to whether or
not the financial statements fairly present, in all material
respects, the financial position of the entity at a specific
date. The financial statements are the responsibility of the
accounting officers while it is the responsibility of the
auditors to audit these statements and express an audit
opinion.

Compliance auditing

This is an independent external evaluation of the extent of
compliance with applicable legislation, regulations, policy
control measures, procedures, motivations and
authorisations. Non-compliance by the entity with laws
and regulations may materially affect the financial
statements.

Regularity audits are conducted in accordance with

Statements of South African Auditing Standards (SAAS).

Those standards require that an audit is planned and

performed to obtain reasonable assurance that the financial

statements are free of material misstatement. An audit

should include the following basic principles:

¥ examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements,

¥ assessing the accounting principles used and significant
estimates made by management, and

¥ evaluating the overall financial statement
presentation.

Performance auditing

Performance auditing focuses on evaluating the measures
implemented by management to ensure that allocated
resources are procured economically and used efficiently
and effectively.

The primary objective of performance auditing is therefore
to confirm independently that adequate management
measures for the planning, organising, coordination, control
and evaluation of the procurement and use of resources
exist and are efficient and effective.

It therefore provides management, Parliament and other
legislative bodies with information, by means of a structured
process, on shortcomings in management measures and
examples of the effects thereof.

Information systems auditing

Information systems auditing as a support function for
regularity audits, focuses on evaluating the adequacy of
general and application controls in the information
technology environment.

Support is also provided to functional auditors in the form
of computer assisted audit techniques (CAATS).

Special investigations

A special investigation is an independent, cost-effective
reviewing and reporting process carried out to assist in
the prevention, detection and investigation of economic
crime in the public sector. It is mainly comprised of an
objective assessment of the measures instituted by accounting
officers and all relevant role players to prevent and detect
economic crime, but it can also include an economic crime
investigation where deemed appropriate and necessary.
The term economic crime in this context collectively describes
the various crime categories, including fraud, forgery and
uttering, theft and other contraventions of applicable statutes
such as corruption.

Sustainable development auditing

Sustainable development auditing is an integral part of an
independent external audit with the purpose of expressing
an opinion on the annual financial statements and reporting
on other matters required by Generally Accepted
Government Auditing Standards (GAGAS) and the mandate
of the Auditor-General.

These matters include:

¥ Cases where the use or custody of assets is, or may
be, to the detriment of the state;

¥ Cases where management measures are inefficient or
ineffective;

¥ Matters which should, in public interest, be brought to
the attention of the legislature concerned; and

¥ Non-compliance with legislation and other requirements
where it could influence reasonable presentation in the
financial statements.

Abbreviations used in this report

ACCA b Association of Chartered Certified Accountants
BSC P balanced scorecard

CA P chartered accountant

CEO b Chief Executive Officer

CPD D continuing professional development
ERP b enterprise resource planning

Exco B Executive Committee

GAAP D Generally Accepted Accounting Practice

ICT b information and communications technology

MQF B minimum qualifications framework

MDP B management development programme
OAG b Office of the Auditor-General

PFMA D Public Finance Management Act

PAAB B Public AccountantsO and AuditorsO Board
RGA D registered government auditor

RPL D recognition of prior learning

SAAS D South African Auditing Standards

SAI b Supreme Audit Institution
SAICA B South African Institute of Chartered Accountants
SAIGA B Southern African Institute of Government Auditors



