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1. Introduction

This document contains a brief summary of the audit outcomes for the department of Basic Education (DBE) and its entity’s.
1.1. Reputation promise of the Auditor-General of South Africa

“The Auditor-General of South Africa 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.”
1.2. Purpose of document 

The purpose of this briefing document is for the Auditor-General of South Africa (AGSA) to provide an overview of the audit outcomes and other findings in respect of the Department of Basic Education and its entities for the 2012/13 financial year. 

1.3. Overview 

The department assumes the role of being a coordinating department responsible for concurrent function of Education. The National Education Policy Act (Act 27 of 1996) (NEPA) inscribed into law the policies for the national system of education, the legislative and monitoring responsibilities of the Minister of Education, as well as the formal relations between national and provincial authorities.

The Department has continued to support the Limpopo and Eastern Cape provincial education departments, currently under Section 100 (1)(b) of the Constitution, to restore stability and ensure service delivery. The audit outcomes for the nine provincial departments of education (PDE’s) are included in paragraph 5 of this briefing document. 
There are three public entities that report to the Minister of Basic Education, viz: Education Labour Relations Council (ELRC), South African Council for Educators (SACE) and Umalusi.

1.4. Organisational structure
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1.5. Funding

Figure 1: Analysis of spending per programme for the current and prior year 
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Figure 2: Split between conditional and unconditional grants



2. Audit opinion history

	DESCRIPTION
	08-09
	09-10
	10-11
	11-12
	12-13

	Audit opinions
	
	
	
	
	

	· DBE
	N/A
	
	
	
	

	· ELRC
	
	
	
	
	

	· Umalusi
	
	
	
	
	

	· SACE
	
	
	
	
	

	DBE – Findings on compliance with laws and regulations 
	
	
	
	
	

	· Expenditure management
	
	X
	X
	X
	X

	· Material adjustments to financial statements
	
	X
	X
	X
	X

	· Internal audit
	
	X
	X
	X
	

	· Risk management
	
	
	
	
	X

	ELRC – Findings on compliance with laws and regulations
	
	
	
	
	

	· Revenue management 
	
	
	X
	X
	X

	· Expenditure management
	
	
	X
	X
	X

	· Material adjustments to financial statements
	
	
	X
	X
	X

	Umalusi – Findings on compliance with laws and regulations
	N/A
	N/A
	N/A
	N/A
	N/A

	SACE – Findings on compliance with laws and regulations
	N/A
	N/A
	N/A
	N/A
	N/A

	AUDIT OPINION

	 
	CLEAN AUDIT OPINION: No findings on PDO and Compliance

	 
	UNQUALIFIED with findings on PDO and / or Compliance

	 
	QUALIFIED AUDIT OPINION (with/without findings)

	 
	DISCLAIMER/ADVERSE AUDIT OPINION


3. Key focus areas  
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3.1. Predetermined objectives

	Entity
	Finding 
	Root cause
	Recommendation

	Department of Basic Education
	Usefulness 

A total of 64% of the indicators were not well defined in that clear, unambiguous data definitions were not available to allow data to be collected consistently.
	Lack of oversight and compliance monitoring to the requirements of the FMPPI in repect of the formulation of the indicators per the annual performance plan and strategic plan. 
	We recommended that the department improve controls over the oversight of compliance of reporting requirements such as the FMPPI to ensure that all indicators are well defined and that clear, unambiguous data definitions exists.

	
	Reliability

The reliability of the information presented with respect to the pgrammes selected (the curriculum policy support and monitoring programme, planning, information and assessment programme and the education enrichment services programme) could not be determined. 


	Lack of oversight by the monitoring and evaluation unit during the quarterly performance evaluation process. Challenges experienced with the execution of roles and responsibilities in respect of managing concurrent functions. 

A lack of monitoring and review of controls over monthly processing and reporting led to the material misstatements in the financial statements and annual performance report. (An indication of inadequate discipline of credible monthly reporting on performance management)
	We recommended that the department:

Implement proper record keeping to ensure that the Monitoring & Evaluation division evaluate the reports obtained from the PDEs to the evidence available at the PDEs to ensure that the information reported upon is credible (validity, accuracy and complete) and verifiable. Evidence of the latter should be retained for audit purposes to support performance reporting.

Ensure that provincial reporting templates are developed which must be standardised and guidance provided to ensure for consistency in reporting by all nine provinces. 

Ensure that the relevant sign offs should be obtained prior to the consolidation of the various provincial reports into the annual performance reports. Physical sign off of provincial reports should be enforced to ensure the maintenance of an appropriate audit trail and accountability for information reported. 



	SACE
	Consistency of information reported

The reporting of targets and objectives in the quarterly reports and annual report were not always in line with the targets and objectives set out and approved in the annual performance plan.


	Lack of oversight and compliance monitoring to the requirements of the FMPPI in respect of the formulation of the indicators per the annual performance plan and strategic plan. 
	We recommended that the department improve controls over the oversight of compliance of reporting requirements such as the FMPPI to ensure that all indicators are well defined and that clear, unambiguous data definitions exists.

	ELRC 
	Achievement of planned targets (Other matters)
As disclosed in the annual performance report, 59 of the 200 targets planned for the year were not achieved during the year under review. This represents 30% of the total planned targets that were not achieved during the year under review. This was mainly due to the fact that appropriate indicators and targets were not developed during the strategic planning process and the institution did not consider relevant systems and evidential requirements during the annual strategic planning process.


	No continuous monitoring on a quarterly basis on the achievement of planned targets.  
	


3.2. Supply chain management 

	Entity
	Finding 
	Root cause
	Recommendation

	Department of Basic Education
	Contrary to the requirements of of regulation 11(13)(a) of the Preferential Procurement Regulations, 2011,various public entities were appointed to act as implementing agents for the ASIDI programme without following the tendering process required.
	Consideration was not given to the resources that would be required to manage the ASIDI and existing policies and procedures were not updated and were therefore not aligned to changes in the mandate of the department. This resulted in significant weaknesses in the oversight responsibility regarding financial reporting responsibilities, compliance and related internal controls in respect of the ASIDI. 


	We recommended that the department:

Review the existing policies and procedures to ensure that no contradictions exist with other laws and regulations to support an understanding and execution of internal control objectives, processes and responsibilities.

Improve the monthly financial controls and discpline by ensuring that the general ledger reconciliation is reviewed on a monthly basis to ensure compliance with all applicable laws and regulations.

Ensure the establishment of oversight responsibility regarding financial and performance reporting and compliance as well as related internal controls in the appointment of public entities as IAs.




3.3 Human resources management 

	Entity
	Finding 
	Root cause
	Recommendation

	Department of Basic Education
	No significant findings
	N/A

	N/A


	UMALUSI
	None
	N/A

	N/A


	ELRC
	None
	N/A

	N/A


	SACE
	None
	N/A

	N/A



3.4 IT Controls 

	Entity
	Finding 
	Root cause
	Recommendation

	Department of Basic Education
	No significant findings
	N/A

	N/A


	UMALUSI
	None
	N/A

	N/A


	ELRC
	None
	N/A

	N/A


	SACE
	None
	N/A

	N/A



3.5 Compliance  

	Entity
	Finding 
	Root cause
	Recommendation

	Department of Basic Education
	Annual financial statements

The financial statements submitted for auditing were not prepared in all material respects in accordance with the requirements of section 40(1) of the PFMA. Material misstatements of accruals, immovable tangible capital assets, prepayments and advances, payments for capital assets, operating leases, commitments and accruals identified by the auditors in the financial statements submitted were subsequently corrected.
	Limitations in record-keeping were noted in the ASIDI programme as documentation to support financial reporting that should have been available at the department were sourced from implementing agents upon requests from the audit process. However, the documentation sourced from the implementing agents could not provide assurance to verify the completeness of related disclosures to the financial statements.
Daily and monthly controls over expenditure, asset management and disclosure notes were found to be deficient in a number of areas. Key reconciliations that should have been performed on a monthly basis were not performed. 


	Regular financial and performance reports are prepared, however, the reports are not always adequately reviewed to ensure that they are accurate and complete. 
This was mainly due to the department not having adequate systems in place for identifying and recognising all affected transactions incurred by implementing agents on its behalf.



	
	Expenditure management
The accounting officer did not take effective steps to prevent irregular expenditure, as required by section 38(1)(c)(ii) of the PFMA and disclosed in note 35 to the financial statements.

A competitive bidding process in respect of the appointment of implementing agents where expenditure to the total value of R82 808 million were incurred as the appointments were not as required by regulation 11(13)(a) of the Preferential Procurement Policy Framework Act, 2000 (Act No. 5 of 2000) and the regulations and instructions issued in terms of the act


	Supply chain management policies and procedures and laws and regulations applicable are not always adhered to by the department because of a lack of monitoring by the department.  
The non-compliance findings iro ASIDI was due to an assessment not being undertaken prior to the initiation of the ASIDI to determine the oversight responsibilities that would have to be assumed during all the phases of the infrastructure delivery process and to ensure compliance with the financial reporting responsibilities.


	The department must undertake an assessment of all laws and regulations applicable to ASIDI to ensure that the necessary oversight responsibilities that would have to be assumed during all the phases of the infrastructure delivery process and to ensure compliance with the financial reporting responsibilities.
Management must ensure that all procurement of goods and services are procured in terms of all applicable laws and regulations.


	
	The accounting officer did not ensure that the department had effective, efficient and transparent systems of financial and risk management and internal control, as required by section 38(1)(a)(i) of the PFMA and Treasury Regulation 3.2.1, as the emerging risks applicable to the department were not all identified to direct and prioritise the internal audit effort in improving controls and managing these risks.


	Not all significant risks relevant to the department were identified. As a result, the efforts of the internal audit division of the department were not appropriately directed to addressing deficiencies in the control environment.
	Implement appropriate risk management activities to ensure that complete risk assessments are conducted to direct the efforts of the internal audit unit to ensure that all deficiencies in internal controls are identified. 



	UMALUSI
	None
	N/A

	N/A


	ELRC
	Procurement and Contract Management 

Goods and services of a transaction value above R500 000 were procured without                inviting competitive bids as per the requirements of TR 16A.6.4 and PN 8 of 2007/08, resulting in irregular expenditure.

Procurement process – Quotations 

Goods and services with a transaction value below R500 000 were procured without obtaining the required price quotations, as required by Treasury Regulation 16A6.1. 


	Management did not ensure that the procurement of goods and services complied with Treasury Regulation 16.A.6.1 and paragraph 3 of National Treasury Practice Note 8 of 2007/2008.
	Management must ensure that all procurement of goods and services are procured in terms of all applicable laws and regulations.

	
	Revenue management

The levy income not collected from the Further Education and Training (FET) colleges constitutes non-compliance in terms of the founding agreement, dated 9 June 2009, section 4(11) to (18) and PFMA sections 51(1) (b) (I) and 51(2).


	Due to the lack of regular follow-up by management, timely action plans in the collection of levies from all the FET colleges were not implemented. As a result, outstanding levies were not recoverable and a number of FET colleges still do not contribute levies.
Management did not implement the following daily and monthly controls as designed for the entity’s business processes:

Monthly levy income reconciliations between levies received and Persal reports were not always performed for all Persal employers due to non submissions by some provinces, bringing into question, the completeness of revenue.
	Management of the ELRC must determine the adequacy and monitoring of the action plans developed and the reasons for the non-implementation thereof that resulted in the non-compliance being reported during the 2011-12 and 2012-13 audit. 
Implement daily and monthly controls to ensure that levy income is reconciled between the levies received and Persal. Discrepancies should be investigated on a monthly basis to ensure that the levy income disclosed is complete and accurate. 

	SACE
	None
	N/A

	N/A



4. Drivers of internal controls
	Auditee
	Drivers of internal control

	
	Leadership
	Financial and performance management
	Governance

	
	Effective leadership culture
	Oversight responsibility
	HR management
	Policies and procedures
	Action plans
	IT governance
	Proper record keeping
	Processing and reconciling controls
	Reporting
	Compliance
	IT systems controls
	Risk management
	Internal audit
	Audit committee

	DBE
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	Umalusi
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	ELRC 
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	SACE
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 Regressed 
Controls are in place Improvement is still required Intervention required

5. Other matters of interest 
5.1. Summary of sector audit outcomes  
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Audit Outcomes 2011-

12 PDO Findings Compliance Findigs Trend

National Education

Financially 

Unqualified with 

findings Yes Yes

Financially 

Unqualified with 

findings Yes Yes

Eastern Cape

Qualified Yes Yes Disclaimer Yes Yes

Free State

Financially 

Unqualified with 

findings Yes Yes

Financially 

Unqualified with 

findings Yes Yes

Gauteng

Financially 

Unqualified with 

findings

No Yes

Financially 

Unqualified with 

findings No Yes

Kwa-Zulu Natal

Qualified Yes Yes Qualified No Yes

Limpopo

Disclaimer Yes Yes Disclaimer Yes Yes

Mpumalanga

Financially 

Unqualified with 

findings Yes Yes

Financially 

Unqualified with 

findings No Yes

Northern Cape

Qualified Yes Yes Qualified Yes No

North West

Qualified Yes Yes Qualified Yes Yes

Western Cape

Financially 

Unqualified with 

findings No Yes Qualified No Yes


[image: image19.png]


 Improved  [image: image20.png]


 Unchanged [image: image21.png]


 Regressed

5.2. Summary of sector focus areas that will included in the 2012/13 sector report

· HIV and AIDS life skills education grant

· National school nutrition programme (NSNP)

· Learner teacher support material (LTSM)

· Learner Transport Scheme (LTS)

· Allocation of funds to school

· Technical secondary schools re-capitalisation grant (TSSR)

· Infrastructure

· Education Infrastructure Grant (EIG)
· Teacher absenteeism

· School Governing Bodies (SGBs)

6. Other reports
6.1. Performance audits
Audits in progress and the status of the performance audits finalised will be reported during the final audit.

Performance audit on Early Childhood Development – Grade R 

A performance audit of the Early Childhood Development (ECD) programme was conducted. The audit focused on the economic, efficient and effective use of resources in the ECD programme.  The audit is currently in the reporting phase and the findings will be reported in a separate report.

Performance audit on the readiness of government to report on its performance

A performance audit was conducted on the Readiness of Government to report on its performance.  The focus of the audit is on how government institutions are guided and assisted to report on their performance, as well as the systems and processes that they have put in place. The management report was issued during this year.
7. Combined Assurance on Risk Management in the Public Sector
	Auditee
	Senior management
	Accounting officer
	Executive authority
	Audit committee
	Internal audit 

	Department of Basic Education
	
	
	
	
	

	ELRC
	
	
	
	
	

	Umalusi
	
	
	
	
	

	SACE
	
	
	
	
	


Provides assurance Provides some assurance Provides limited/no assurance Not established
8. Combined Assurance on Risk Management in the Public Sector (continued ...) 
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Sheet1

		Provinces		Audit outcomes 2012-13		PDO Findings		Compliance Findigs		Audit Outcomes 2011-12		PDO Findings		Compliance Findigs		Trend

		National Education		Financially Unqualified with findings		Yes		Yes		Financially Unqualified with findings		Yes		Yes

		Eastern Cape		Qualified		Yes		Yes		Disclaimer		Yes		Yes

		Free State		Financially Unqualified with findings		Yes		Yes		Financially Unqualified with findings		Yes		Yes

		Gauteng		Financially Unqualified with findings		No		Yes		Financially Unqualified with findings		No		Yes

		Kwa-Zulu Natal		Qualified		Yes		Yes		Qualified		No		Yes

		Limpopo		Disclaimer		Yes		Yes		Disclaimer		Yes		Yes

		Mpumalanga		Financially Unqualified with findings		Yes		Yes		Financially Unqualified with findings		No		Yes

		Northern Cape		Qualified		Yes		Yes		Qualified		Yes		No

		North West		Qualified		Yes		Yes		Qualified		Yes		Yes

		Western Cape		Financially Unqualified with findings		No		Yes		Qualified		No		Yes

		ELRC		Financially Unqualified with findings		Yes		Yes		Financially Unqualified with findings		Yes		Yes
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