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1. INTRODUCTION

Commitment by the department to maintain the highest standards of governance is fundamental to the 

management of public fi nances and resources.  Users want assurance that the department has good 

governance structures in place to effectively, effi ciently and economically utilize the state resources, which 

is funded by the tax payer.

2. RISK MANAGEMENT

 Provide a brief description of the following:

Risk management policy and strategy: The policy and the strategy are available and approved on a 

yearly basis by the Head of Department. The documents are also placed on the intranet of the department 

for information to employees.

Conducting regular risk assessment to determine the effectiveness of the risk management 
strategy and to identify new and emerging risks. Annual risk assessments are conducted and reports 

are available. The progress and status is reported to the Risk Management Committee. Emerging risks 

are placed on the emerging risk template

The Risk Management Committee advises management on the overall system of risk 
management especially the mitigation of unacceptable levels of risks: The Risk Management 

Committee sits 4 times a year. The unit engages with Senior Management on identifi ed Strategic Risks.  

Action plans are compiled for the mitigation of high risks.

The Audit Committee advises the department on risk management and independently monitors 
the effectiveness of the system of risk management: Risk Management unit compiles and sends 

through the reports to Audit Committee where they discuss progress reports of risk management. 

Audit Committee advises and provides recommendations for the system of Risk Management. Risk 

Management activities are monitored and measured by the RMC members as required. Evaluation 

template is in place.

The department sees some progress in the management of risks.  To improve on this, Key strategic 

risks, risk appetite, tolerance levels and mitigating strategies will be considered during planning and 

budgeting processes.

3. FRAUD AND CORRUPTION  

 Fraud Prevention Plan

The department does have Fraud Prevention Plan which explains the defi nition of Fraud and Corruption 

and outlines the reporting and handling of fraudulent and corrupt activities.
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Progress made in implementing the fraud prevention plan

Awareness

The Directorate has put on walls of its corridors, some Posters indicating a fi ght against fraud; others are 

for security awareness and ethics. (The Directorate does not have a budget to put up posters in every 

building and districts). Awareness is done to schools during investigations and also when called to so by 

other sections.

Encourage Involvement

People are encouraged during interviews and awareness to take proactive steps when becoming aware 

of fraudulent activities. This will be done mostly during investigations and after investigations.

Employees screening

The Directorate screen employees (applicants), those referred to the section and for its employees, be-

fore interviews and after interviews. The process is continues as many employees are currently issued 

with the vetting forms most of which are referred to SSA.

Referral to Labour Relations and other Agencies such SAPS

As part of the implementation of the Fraud Prevention Plan, cases are referred to Labour Relations, Prior-

ity Committees and SAPS for further handling.

Mechanisms in place to report fraud and corruption

Matters are reported anonymously, in writing, by emails, by telephones and visiting departmental anti-

fraud offi ces. The identity of whistle blowers is not disclosed even after the investigation.  Once reported, 

the investigations will be conducted until completed and refer reports to Labour Relations.  

4. MINIMISING CONFLICT OF INTEREST
 The Department use the Standard Bird Document 4 (SBD 4) Forms as gazetted by National Treasury to 

minimise any confl ict of interest.  Cross checking of bidders’ Identity Numbers against the PERSAL is also 

done to check for employees of the Department who are doing business with government.  A circular 

was send out to all employees to inform them about the risks of confl ict of interest and how to address 

such issues. 

5. CODE OF CONDUCT 

The purpose of the Code of Conduct is to give direction to employee regarding their relationship with 

the Legislature, Political Offi ce bearers and other employees in the public service. Also to indicate the 

spirit in which the employees should perform their duties, what should be done to avoid confl ict of 

interest and what is expected of them in terms of their personal conduct in public and private life. 
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6. HEALTH, SAFETY AND ENVIRONMENTAL ISSUES

SHERQ Management is one of the Pillars of the DPSA: Employee Health and Wellness Framework.  This 

Pillar deals with the following: Health and hygiene, hazard control, environmental control, establishment 

of OHS Committees and the appointment of First Aiders, Fire Marshalls, Standard operating procedures 

for buildings and offi ces, Waste Disposals, Housekeeping Disaster Management and identifi cation and 

management of occupational risk, maintenance of machinery and equipment.

7. PORTFOLIO COMMITTEES

 Provide commentary on the following:

 The Education Portfolio Committee met on the following dates: 

•  30 May 2017 (to consider the 4thQ Report of 2016/2017)

•  04 Sept 2017 (to consider the 1StQ Report of 2017/2018)

•  25 Oct 2017 (to consider the 2016/2017 Annual Report) 

•  13 Febr 2018 (to consider the 2ndQ Report 2017/2018)

•  30 Jan 2018, (special meeting to consider learner transport issues at Swinburne)

•  13 March 2018 (to consider the 3rdQ Report for 2017/2018)

 

 Matters raised by the Portfolio Committee and how has the department addressed 
these matters: 

•  The issue of learner absenteeism at schools.  For each quarterly meeting, the   

  Department identifi ed those schools with learner absenteeism higher than 5%.      

  Possible reasons for high absenteeism and strategies on how to address high learner   

  absenteeism at those schools with habitually high learner absenteeism were shared with the  

  committee. 

•  The issue of educator absenteeism in schools. The committee engaged thoroughly  

  with the analyses provided by the Department on the different reasons for educator   

  absenteeism as well as possible statistical correlations between high educator and high learner  

  absenteeism, and learner performance. The areas with high educator absenteeism were   

  identifi ed and communicated to the District Management.  Engagements were held with   

  the circuit managers as the level of managerial responsibility to monitor both educator and  

  learner absenteeism weekly. 
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•  Both educator and learner attendance are reported on weekly by schools via the   

        School Administration System (SASAMS).  Every Monday reports are generated on all   

  schools and send to all relevant line managers.  Down line managers then follow up on the  

  fi ndings in the report and are expected to address issues of high educator and learner   

  absenteeism immediately. 

•  The committee also focussed on the staffi ng in special schools.  From PERSAL the staff   

  establish for each special school was drawn and the status of fi lling of posts ranging   

  from educators, professional staff that are not educators like social workers, physio-therapists  

  and administrative staff were presented to the Portfolio  Committee for further engagements.

8. SCOPA RESOLUTIONS

Please note that where it is indicates as *resolved, such a statement is based on the feedback received from Treasury 

on 16 April 2018.  Treasury monitors the Department monthly on progress made with the implementation on 

PROPAC resolutions.

Resolution No. Subject Details Response by the department *Resolved 
(Yes/No)

1/2016 1(a) Non-compliance 
with Laws and 
Regulations

Prioritise the fi ndings 
of the Information 
System audit and 
ensure that an action 
plan is developed 
and implemented to 
address the fi ndings

An action plan was developed and submitted to Treasury 
with the KCM report of August 2016. Policies were also 
submitted. Treasury has acknowledged the receipt of the 
action plan and polices. Treasury has indicated in their 
written feedback to the Department of Education a score 
of 100% completion of the resolution.

Yes 

1/2016 1(b) Non Compliance 
with Laws and 
Regulations

Put stringent control 
measures in place 
within 60 days from 
adoption of the 
resolution and hold 
offi cials accountable 
by implementing a 
zero tolerance policy 
in all instances of 
non-compliance with 
SCM regulations 
to ensure the root 
causes are effectively 
addressed.

Supply Chain Management Unit issued various circulars to 
address adequate procurement processes for procurement 
less than R500 000. The competitive bidding process is 
in place to ensure all procurement more than R500 000 
is advertise nationally and placed on e-tender. Various 
offi cials serves on the bid specifi cation, evaluation and 
adjudication committees. All recommended bids are 
signed off by the Accounting Offi cer before contracts are 
prepared by Legal Services. 

Action Plan:

All non-compliances are reported to Financial Accounting 
and where there is any transgressions all cases are 
referred immediately to Security & Risk Management 
for further investigation. Investigation reports are tabled 
in the Loss Control Committee to determine liability. 
Where offi cials lost state cover, its register as debt on 
BAS and arrangement are made to deduct outstanding 
amounts from offi cial’s salary. In cases where offi cials were 
negligent such cases are referred Labour Relations and 
Employee wellness for corrective measures or disciplinary 
procedure 

SCM Instruction Note 3 of 2016/2017 was issued: 
Preventing and combatting abuse of SCM system.

Yes 
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Resolution No. Subject Details Response by the department *Resolved 
(Yes/No)

1/2016 5.2 (b) Financial health 
status Collection 
of staff debt.

The Committee 
resolved that the 
Accounting Offi cer 
must within 60 days 
from adoption of the 
resolution provide a 
copy of the strategy 
adopted linked 
to timeframes to 
effectively address 
and improve the 
fi nancial health status 
of this department.  
This strategy must 
include but is not 
limited to the 
following:

The Department acknowledges that it has some 
challenges with regard to debt recovery of which 
the biggest is the staff establishment of the Financial 
Accounting Directorate that is not adequate. Given the 
department’s fi nancial position there is no immediate 
solution for that.

Measures implemented to improve the recovery rate of 
staff debt include the following:

• Reminders, notices of debt and letters of demand are 
issued and posted in order to persuade debtors to settle 
and/or make suitable arrangements

• Monthly debt statements are posted informing the 
debtor about movement on his/her outstanding debt 
account

• In order to ensure recovery the debt is fi rstly deducted 
from any leave gratuity payable to an offi cial upon 
retirement if possible and secondly the debt is recovered 
from the pension benefi t of the offi cial

� All outstanding debt is noted on the pension route form 
to be recovered from the pension benefi ts by National 
Treasury (Pension Administration) on behalf of the 
department.  Provincial Treasury appointed a transversal 
service provider for the period 1 November 2014 to 31 
March 2016 to assists departments with the collection 
of ex-employee debt. From 1 November 2014 to 31 
March 2015 2143 ex-employee debts amounting 
to R30 650 103.81 were handed over to the service 
provider and during the period 1 April 2015 to 31 
March 2016 a further 1101 ex-employee debts were 
handed out.

� From information received from the current service 
provider (RRT) the Department was able to write off 
ex-employee debt of deceased debtors, which forms 
part of staff debt, to the amount of R3,484,359.60 
during November 2016. The Department also write-off 
irrecoverable deceased debt amounting to R827 192.22 
(Capital) during March 2017 before the fi nal closure of 
the 2016/2017 fi nancial year-end.

55%

1/2016 5.2 (c) Proper cash 
management 
practices are 
exercised.

Increase the 
Departmental budget 
allocation. Reduce 
compensation. 
Reduction of  
commitments / 
accruals by  all 
responsibility 
managers.

The Department had the following transactions of 
2016/17 carried over into 2017/18, utilizing its cash: 
Bank overdraft R427 million, end of March PERSAL 
deductions R283 million, BCT`s and EBT`s disbursed end 
of March R88 million, and unspent funds surrendered 
R258 million. This totalled R1,058,073,308 of cash from 
2017/18 relating to the previous year. The Department 
continues to have cash related bi-laterals with Provincial 
Treasury on monthly basis. Disbursements were also 
scheduled based on the cash availability in the Province. 
Departmental cash requests were submitted by the 20th 
of each month to Provincial Treasury.        

50%
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Resolution No. Subject Details Response by the department *Resolved 
(Yes/No)

6/2016 4(d) Immovable 
tangible capital 
assets 

The department 
must also, in 
instances where 
other roleplayers 
are involved in 
the infrastructure 
projects (eg. DPW, 
Kagiso Trust, Kagiso 
Shanduka Trust), 
ensure proper 
record keeping 
of all information 
supporting the 
infrastructure 
projects.

Although the Department has interacted with the various 
roleplayers - both public works and the partners, availability of 
all documents to the Department of Education Infrastructure 
Directorate still remains a challenge.

85%

6/2016 5 (a) Completed 
infrastructure 
projects

All infrastructure 
projects which reach 
practical completion 
are immediately 
recorded in the 
Annual Financial 
Statements of the 
department;

There are various forms of completion, ie practical and 
fi nal completion.  For Section 42 transfer issues, only 
fi nally completed projects can be considered.  A fi nally 
completed project means that the administrative and 
construction aspects have been fi nalized which are 
evidenced in a signed close out report (this includes fi nal 
accounts and payments certifi cates signed off) whereas 
a practical completion relates only to the construction 
aspects.

100%

6.2016 5(b) Completed 
infrastructure 
projects 

Completed 
infrastructure 
projects reported in 
the 2015/16 Annual 
Financial Statements 
are transferred in 
terms of section 
42 of the PFMA to 
the Department of 
Public Works and 
Infrastructure before 
31 January 2017; 
and

During 2016/17 approximately 35 projects were 
transferred to DPW.  For the fi rst quarter of 2017/18 
more than 50 projects are in the process of being 
evaluated by DPW for transfer. The intention is to transfer 
at least 50 projects per quarter in order to reduce and 
fi nalise the backlog. Current projects will be transferred 
within one month after close out reports have been 
received.

40%

6/2016 5(c) Completed 
infrastructure 
projects 

The dept will 
report measures 
implemented to 
ensure that future 
projects will be 
transferred 30 
days from fi nal 
completion. 

A project can only be transferrred after fi nal completion 
is achieved. After this the consultants still have to prepare 
the fi nal account, fi nal payment certifi cate and close out 
report. Contractually they have fi ve months to fi nalise 
this. These documents informs part of the section 42 
transfer and is therefore a prerequisite. The resolution is 
therefore not feasible. The intention is to transfer at least 
50 projects per quarter in order to reduce and fi nalise 
the backlog. Some projects cannot be transferred as per 
the recommendation due to fi nal accounts, etc. not being 
available yet. Current projects will be transferred within 
one month after close out reports have been received.

During 2016/17 approximately 35 projects were 
transferred to DPW.  For the fi rst quarter of 2017/18 
more than 50 projects are in the process of being 
evaluated by DPW for transfer. The intention is to transfer 
at least 50 projects per quarter in order to reduce and 
fi nalise the backlog. Current projects will be transferred 
within one month after close out reports have been 
received.

50%



Free State Department of Education - Annual Report 2017/2018

150

Resolution No. Subject Details Response by the department *Resolved 
(Yes/No)

6/2016 9(a) Internal Control The department 
should review its 
structure to ensure 
that internal control 
forms part of the 
departmental 
structure and ensure 
that vacant funded 
posts within Internal 
control are fi lled 
within 90 days from 
the adoption of the 
resolution.

Paperwork is being prepared to implement the resolution 
of PROPAC within the given timeframe of 90 days from 
the adoption of the PROPAC resolution. 

100%

6/2016 9(b) Internal Controls The department 
outline measures in 
place to comply with 
all requirements of 
the Internal Control 
Framework as issued 
by National Treasury

The Department will compile a plan detailing the 
measures to comply with the requirements of the Internal 
Control Framework issued by National Treasury.

As a fi rst step, the department will develop standard 
operating procedures for internal controls, using the Draft 
Standards of Operating Procedures for Internal Controls 
issued by Treasury as a departure point.

85%

6/2016 10(a) Risk 
Management 

The Departmental 
Risk Operational Plan 
has been drafted in 
a manner  that all 
objectives that are 
set are met by the 
Risk Management 
Unit

The SMS member responsible for Risk Management will 
put in place a management plan to monitor and improve 
the performance of the risk management unit. 50%

6/2016 10(b) Risk 
Management 

Ensure that the 
Risk Management 
Unit performs 
its oversight 
responsibilities on 
a quarterly basis 
and provide the 
Accounting Offi cer, 
Risk Management 
Committee and the 
Audit Committee 
with quarterly 
reports regarding 
the status on the 
effectiveness of risk 
management in the 
department.

The reports will be tabled in the next meeting. 50%

6/2016 11 Commitments The department 
must engage with 
all other role-players 
for infrastructure 
projects (eg. DPW, 
Kagiso Trust, 
Kagiso Shanduka 
Trust) and agree 
on information that 
must be furnished to 
the department for 
complete fi nancial 
reporting.

The Department did engage all relevant stakeholders and 
has since revised its commitment register.  This process 
is at 70% in terms of progress and it is also expected 
to be fi nalized before the end of the fi nancial year. The 
commitment register is monitored on a monthly basis.  
An item becomes a commitment when there is a signed 
appointment letter by relevant accounting offi cer. An 
item will not be entered into the commitment register 
unless there is such a letter. The engagements with the 
stakeholders, focused exactly on this issue to ensure that 
current year commitments are completed reported with 
supporting documents in the relevant fi nancial year. 

100%
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Resolution No. Subject Details Response by the department *Resolved 
(Yes/No)

6/2016 11 Transfers and 
subsidies 

In the absence 
of suffi cient and 
appropriate 
documentation 
the department 
must not proceed 
with payment. The 
department must 
engage with all 
other roleplayers 
(eg. DIRCO, Tech 
Mahindra, Hamba 
Nathi, National Dept 
of Health) and agree 
on information that 
must be furnished 
to the department 
before proceeding 
with payment.

Bursary function was transferred to the Offi ce of the 
Premier

100%

6/2016 13 (a) Irregular 
Expenditure 

Develop an action 
plan, with timeframes 
to indicate when 
all outstanding 
investigations will 
be fi nalised.  This 
action plan should 
also indicate who 
is responsible for 
the investigations 
as well as the SMS 
member who will 
be responsible to 
monitor compliance 
with the action plan. 
This action plan will 
be used to identify 
cases that will be 
outsourced by 
Provincial Treasury 
for investigation.  The 
department will be 
held responsible to 
provide the relevant 
source documents 
as well as completed 
templates according 
to PT Instruction 
note 44 for all cases 
to be outsourced; 

The Action Plan was developed and indicates the person 
responsible for the investigation as well as completion 
dates. 

The SMS member responsible for monitoring of 
compliance with the action plan to investigate irregular 
expenditure is the Chief Director responsible for Planning, 
Budgets and Risk.

219 cases were identifi ed from the confi rmed irregular 
expenditure register with an amount of R600m for 
outsourcing. The service provider starts in February 2017 
and it is envisaged that these cases will be concluded by 
June 2017.  The department provides relevant source 
documents and the completed templates according to PT 
Instruction Note 44 for the outsourced cases. 

100%

6/2016 13 (b) Irregular 
Expenditure 

Inform the 
Committee whether 
any staff member will 
be held responsible 
for the expenditure 
incurred and whether 
any amounts will be 
recovered or written 
off, if irrecoverable;

The SMS member responsible for investigations of 
irregular expenditure will, after the investigations are 
concluded, inform PROPAC about the outcome of the 
investigations. 

20%

6/2016 (c) Irregular 
Expenditure 

Indicate control 
measures 
implemented to 
prevent and detect 
irregular expenditure; 

The SCM Directorate has designed and circulated a 
payment checklist that should assist with regard to 
detect and prevent irregular expenditure. Responsibility 
Managers of Managers of the earring Directorates should 
then implement consequence management with the 
affected offi cials.  

20%
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9.  PRIOR MODIFICATIONS TO AUDIT REPORTS

Mechanisms put in place by the Accounting Offi cer to resolve the matters reported by the AGSA in the 

previous fi nancial year. This include all matters in the audit report and those noted as important in the 

management report. 

The information in the table below is limited to all matters that gave rise to a qualifi cation, disclaimer, 

adverse opinion and matters of non-compliance.

Nature of qualifi cation, disclaimer, adverse 
opinion and matters of non-compliance

Financial year 
in which it fi rst 

arose

Progress made in clearing / resolving the 
matter

QUALIFICATION MATTERS

 Commitments

Commitments: Follow up on prior year issues 
(Limitation of scope) - (ISS.46)

 The registers are being updated regularly and will be 
work in progress.

Commitments: Completeness of commitment 
registers (ISS.122)

 The registers are being updated regularly and will be 
work in progress.

Commitments: Differences identifi ed in testing of 
commitments (ISS.126)

 The registers are being updated regularly and will be 
work in progress.

Immovable Tangible Assets

Immovable Tangible Capital Assets: R506m 
Immovable Tangible Capital assets: Limitation of 
scope on the work in progress register (ISS.100)

 The registers are being updated regularly and will be 
work in progress.

Immovable Tangible Capital Asset - Prior period 
error note (R 89 434 000 adjustment) (ISS.133)

 The registers are being updated regularly and will be 
work in progress.

Immovable Tangible Capital Asset: Limitation of 
scope on the completed infrastructure projects 
register (Issue 134 Old replica) (ISS.158)

 The registers are being updated regularly and will be 
work in progress.

Immovable Tangible Capital Asset: Mobile Structures 
fair value calculation different to amounts captured 
in the register (ISS.179)

 The full population was reviewed and only one more 
mistake of R144K was found and corrected.

Immovable Tangible Capital Asset: Limitation of 
scope and misclassifi cation issues on the prior period 
adjustment of R 89, 434m (Issue 148 Old replica) 
(ISS.168)

 Negotiations with the acquiring of EFMS still ongoing. 

Digitalisation of registry still on hold until server has 
been procured.

A process where all relevant supporting documents 
are scanned and saved until it can be uploaded on the 
server/ EFMS have been embarked on and is in an 
advanced stage. 

Immovable asset: Partnerships : Expenditure 
capitalised could not be verifi ed (Scope limitation) 
(Issue 149 Old replica) (ISS.173)

 The matter was resolved in a meeting between the 
AG and Infrastructure, where each of the identifi ed 
projects were verifi ed by contacting the Principal to 
confi rm the extent of the work done at the schools. 
The Ag reported that the matter was resolved.

Immovable assets: No supporting documentation 
submitted (Scope limitation)(Issue 152 Old replica) 
(ISS.174)

 The matter was resolved and supporting 
documentation is still available.
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Nature of qualifi cation, disclaimer, adverse 
opinion and matters of non-compliance

Financial year 
in which it fi rst 

arose

Progress made in clearing / resolving the 
matter

 Immovable Tangible Capital Asset: Assets received 
current, not paid (paid current year, received 
prior year) disclosure note (Issue 151 Old replica) 
(ISS.178)

 The registers are being updated regularly and will be 
work in progress.

 Immovable Tangible Capital Asset: Limitation of 
scope and differences  between the fi nal close-
up reports and the assets register for completed 
projects opening balance (ISS.188)

 Negotiations with the acquiring of EFMS still ongoing.

Digitalistion of registry still on hold untill server has 
been procured.

A process where all relevant supporting documents 
are scanned and saved untill it can be uploaded on 
the server /EFMS have been embarked on and is in an 
advanced stage. 

 Expenditure for Capital Assets

 Capital expenditure: Misclassifi cation (ISS.99)  The revised U-Amp and submission for approval 
was put on route for signature. The submission was 
approved and will now be submitted to DBE and PT.

Capital expenditure: Misclassifi cation of KT
expenditure 

 Matter was resolved. All expenditure to KT was of 
capital nature and it should have been capital. There 
was therefore no mistake. See also Next sheet of this 
action plan row 5 - the same issue

Capital Expenditure - Prior year misclassifi cation  A dedicated team has been assigned to look at 
locating all missing documentations for prior year, 
the fi nal team will be reporting progress on weekly 
basis to the responsibility manager. on ensuring the 
link between the U-Amp and allocation of budget 
the Chief Directorate will have a joint meeting on 
26 January 2018 to look at the project which are 
currently running and those which must be added 
in 2018/19 fi nancial year to ensure alignment with 
the budget, further more the Chief Directorate will 
have quarterly reviews to look at performance against 
planned targets and issues of deviations.

NON COMPLIANCE

Conditional grants: Non-disclosure of DORA 
adjustment (ISS.81)

 Second Special Adjustment Appropriation Bill was 
passed by the Free State Legislature to give effect to 
the DORA adjustment. The necessary adjustment was 
made to the fi nancial statements of 2016/17.

Non-compliance: Education Infrastructure Grant 
(ISS.127)

 The revised U-Amp and submission for approval 
was put on route for signature. The submission was 
approved and will now be submitted to DBE and PT.

Payments not made within 30 days in accordance 
with the Treasury Regulation 8.2.3 (ISS.116)

 The department is constantly engaging with Provincial 
Treasury on cash allocation to ensure that payments 
are done within 30 days. Commitment report is 
being presented at SMLC to identify non complying 
Responsibility Managers and that action will be taken 
to ensure compliance with TR 8.2.3

Conditional grants: Non-compliance with DoRA 
(ISS.28)

 The Department of Education do not agree with 
the fi ndings due to the fact that daily and monthly 
reconciliations are done on the funds received from 
Provincial Treasury. Funds are utilised for the intended 
purpose.
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Nature of qualifi cation, disclaimer, adverse 
opinion and matters of non-compliance

Financial year 
in which it fi rst 

arose

Progress made in clearing / resolving the 
matter

Non-compliance: Unauthorised, Irregular, Fruitless 
and wasteful (ISS.143)

 SCM policy has been updated and a deviation register 
to be presented at SMLC has been developed to 
ensure that deviations are being limited only to 
urgent and emergency cases. SCM will also provide 
workshops to Chief User Clerks as part of training and 
awareness on new developments on prescripts etc. 

Compliance: Annual fi nancial statements material 
misstatements (ISS.144)

 Financial Accounting Circular 12 of 2017 was 
bulkmailed on 3 July 2017

  4 Districts namely Lejweleputswa, Thabo 
Mofutsanyana, Fezile Dabi and Xhariep Districts 
done as well as Infrastructure & Supply Chain 
Management Directorates and one head offi ce 
session. Xhariep District & HRA still has to be propose 
an alternative date since they did not respond to 
the initial invitations. Will stand over until February 
2018 since we will be preparing the 3rd quarter 
IFS in January. Informal discussions took place with 
Infrastructure Directorate after reviewing the inputs 
for the 3rd quarter IFS. Formal engagements will 
continue in March where necessary. The session 
with Xhariep took place on 20 March 2018. A 
meeting with Infrastructure also took place on 
12 March 2018 regarding the correction of the 
16/17 misclassifi cations, Accruals/Payables and 
Commitments. The other districts were requested to 
submit issues for which they require clarity or further 
support. The due date was 16 March 2018. No inputs 
were received. A meeting has been arranged with 
Infrastructure for 9 April to discuss their inputs for the 
AFS. Further engagements will take place as and when 
necessary.

Procurement and contract management: Price not 
considered as part of the appointment process 
(ISS.69)

 Ensure that bid requirements are being adhered to by 
the Bid Committees.  The matter will be referred for 
further investigation

 Procurement and Contract Management: 
E40/2016/2017, E41/2016/2017 and 
43/2016/2017 Functionality inconsistently applied 
(ISS.25)

 Ensure that bid requirements are being adhered to by 
the Bid Committees.  The matter will be referred for 
further investigation
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Nature of qualifi cation, disclaimer, adverse 
opinion and matters of non-compliance

Financial year 
in which it fi rst 

arose

Progress made in clearing / resolving the 
matter

Irregular expenditure: Internal Control: Completeness 
of irregular expenditure (ISS.19)

 The loss control section started updating the irregular 
register. Challenges experienced is that currently 
most of the payment documents requested from the 
Registry Section are signed out to Open Waters for 
their investigation. Arrangements were made with 
offi cials from Open Waters and they requested a list of 
all payment information and agreed to provide copies 
of the requested information. 

The Loss Control Section compiled and provided the 
list of 483 payment numbers, with required payment/ 
order information. 

On 31 January 2018 only 89 copies of payment 
documents were received. These copies of payments 
are needed, in order to obtain the relevant contract 
information to update the Irregular Register 
accordingly. During February 2018 the Loss Control 
Section received 110 copies of the requested 
payments.

In total 199 copies were received and 284 payments 
are still outstanding as at 28 February 2018. During 
March 2018 no copies of the outstanding payments 
was received. 

Procurement and Contract Management: Suppliers 
in which close family members and partners or 
associates of employees and POB/ members of AA 
has an interest Refer to the following issues in the 
management letter issue no.78, ISS.26

Employees have no approval for additional 
remunerative work Refer to the following issues in 
the management letter issue.36

 Investigations. Investigation report is referred to 
Employee Relations and People management for 
further handling.

Procurement and Contract Management: 
E34/2016/2017, E35/2016/2017, E36/2016/2017, 
E37/2016/2017 and 38/2016/2017 incorrectly 
evaluated price Refer to the following issues in the 
management letter issue.27,issue.35,issue.69,issue.
25

 Ensure that bid requirements are being adhered to by 
the Bid Committees.  The matter will be referred for 
further investigation 90%

10. INTERNAL CONTROL UNIT

The internal control unit is not established as yet due to budgetary constraints. The Department primarily 
rely on the outcomes of the evaluation of internal controls by Internal Audit and other assurance provid-
ers to be able to make improvements.
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11. INTERNAL AUDIT AND AUDIT COMMITTEES

 Key activities and objectives of the internal audit

Internal Audit is an independent objective assurance and consulting activity designed to add value and 

improve an organisations operations. It helps an organisation accomplish its objectives by bringing 

systematic, disciplined approach to evaluate and improve the effectiveness of risk management, 

governance and control processes.

•  Make an objective assessment of your operations, and share ideas for best practices.

•  Provide counsel for improving controls, processes and procedures, performance and risk                        

  management.

•  Suggest ways for reducing costs, enhancing revenues and improving service delivery.

•  Deliver competent consulting assurance and facilitation services. 

 Specify summary of audit work done

The IAA must evaluate and contribute to the improvement of governance, risk management and control 

processes sing systemic disciplined approach:

•  Governance-making appropriate recommendations for improving governance process

•  Risk Management evaluating risk exposures relating to the organisations governance,            

  operations and information system

•  Control evaluate the adequacy and effectiveness of controls in responding to risk within the                                       

  organisations’ governance, operations and information system.

 Key activities and objectives of the audit committee

 Audit committee assist the department to discharge its responsibility for adequate and effective risk 

management, governance and control processes and for the economy, effi ciency and effectiveness of the 

institution’s activities. Audit committee must review the following:

•  Effectiveness of the internal control systems

•  Effectiveness of the internal audit function

•  Risk areas of the institution’s operations to be covered in the scope of internal and external  

  audits

•  Adequacy, reliability and accuracy of fi nancial information provided by management and other        

  users of such information
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•  Any accounting and auditing concerns identifi ed as a result of internal and external audits

•  Institution’s compliance with legal and regulatory provisions

•  The activities of the internal audit function, including its annual work programme, coordination  
  with the external auditors, the reports of signifi cant investigations and the responses of            
  management to specifi c recommendations.

Attendance of audit committee meetings by audit committee members;

Name 26 May 
2017

27 July 
2017

12 Sept 
2017

23 Nov  2017 08 Feb 
2018

03 May 
2018

Mr. S Ngwenya(Chairperson) √ √ √ √ √ X

Dr. AV Bouwer X X X √ √ √

Adv. NM van Heerden X X X √ √ √

Mr TG Motloi √ X √ X O O

Adv. JC Wepond X √ √ √ √ √

Mr. Z Fihlani ≠ ≠ ≠ ≠ O O

Adv. N Litabe √ √ √ √ √ X

√: Member attended the Audit Committee meeting.

X: Member tendered an apology for the meeting

O: Member resigned/terminated

≠: Member did not tender apology

The table below discloses relevant information on the audit committee members

Name Qualifi cations Internal or 
external

If internal, 
position 
in the 
department

Date      ap-
pointed

Date    Re-
signed

No of 
Meetings 
attended

Siphiwe Andrew 
Ngwenya

CA(SA) External N/A 01/04/2016 N/A 5

Anthony Ventura 
Bouwer

PHD (Edu) External N/A 01/04/2016 N/A 3

Nell Marie Van 
Heerden

LLB External N/A 01/04/2016 N/A 3

Nthama Mat-
thews Litabe

LLB External N/A 01/04/2016 N/A 5
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Name Qualifi cations Internal or 
external

If internal, 
position 
in the 
department

Date      ap-
pointed

Date    Re-
signed

No of 
Meetings 
attended

Johannes Collen 
Weapond

B.Com Honours 
Information 
Technology

M.Tech: Forensic 
Investigations

LLB

B.Tech: Policing   / 
Investigations

B.Luris

Diploma: Business 
management.

Diploma: 
Compliance 
management

Diploma: 
Education

External N/A 01/04/2016 N/A 5

Tlhoriso George 
Motloi

Management 
Development 
programme

External N/A 01/04/2016 21/11/2017 2

ZL Fihlani CA(SA) External N/A 01/04/2016 13/02/2018 
(Terminated)

0

12. AUDIT COMMITTEE REPORT

We are pleased to present our report for the fi nancial year ended 31 March 2018.

Audit Committee Members and Attendance:

The Audit Committee consisted of the members listed hereunder. During the current year, six (6) 

meetings were held. 

Name of the Member    Meetings  Apologies

Mr. SA Ngwenya (Chairperson)         5   1                                  

Dr. AV Bouwer                                               3   3                   

Adv. NM van Heerden          3   3

Mr TG Motloi           2   1

Adv JC Weapond          5   1

Adv. N Litabe           5                                   1

Mr ZL Fihlani                                                               0                                  0



Free State Department of Education - Annual Report 2017/2018

159

* Mr. TG Motloi resigned on 21 November 2017 due to confl ict of interest in the Department. As a result the     
   remaining three meetings schedule, he was no longer a member.

* Membership of Mr. ZL Fihlani was terminated due to consecutive non-attendance of the audit committee 
meetingsThe member did not attend any meeting until his termination of his contract. The termination was done 
on 13 February 2018.

All fi ve (5) existing members of the Audit Committee out of seven members, whom were initially appointed are 

independent with no interest in the management or conduct of the business of the Department.

Audit Committee Responsibility

The committee reports that it has complied with its responsibilities arising from section 38 (1) (a) of the PFMA 

and Treasury Regulations 3.1.13. 

Section 38 (1)(a) of the PFMA states that the Accounting Offi cer for a Department must ensure that the 

Department has a system of Internal Audit under the control and direction of an Audit Committee complying 

with and operating in accordance with the regulations and instructions prescribed in terms of sections 76 and 

77 of the PFMA.

The Audit Committee reports that it has adopted appropriate formal terms of reference as its Audit Committee 

Charter, has regulated its affairs in compliance with this charter and has discharged all its responsibilities as 

contained therein.

The effectiveness of internal control

The system of controls is designed to provide cost effective assurance that assets are safeguarded and that 

liabilities and working capital are effi ciently managed. 

In line with the PFMA and the King III Report on Corporate Governance requirements, Internal Audit provides 

the Audit Committee and management with assurance that the internal controls are appropriate and effective. 

This is achieved by evaluation of controls, risk management processes, as well as the identifi cation of corrective 

action and suggested enhancements to the controls and processes.

From the various reports of the Internal Auditors, it was noted that there was no signifi cant breach of controls 

although the audit reviews disclosed signifi cant risk exposures. Accordingly, we can report that the system of 

internal control for the period under review was, partially effective and effi cient.

We are of the view that management needs to urgently institute effective control measures to address control 

weaknesses on a sustainable basis in the following areas:

• Irregular Expenditure

• Misclassifi cation  of Expenditure 

• Performance information 

• Infrastructure(Movable and Immovable capital expenditure)
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• Commitments

• Inventory

• Procurement contract and management (SCM Internal Controls)

• Commitments, Work in progress (WIP) and completed project registers.

Lastly, we encourage management to continue to fully implement the recommendations of Auditor-General, 

Internal Audit and Risk Management in an integrated manner.

The quality of in-year management and monthly / quarterly reports submitted in terms of the PFMA and the 

Division of Revenue Act 

The Audit Committee is satisfi ed with the content and quality of monthly and quarterly reports issued during the 

year under review.

Evaluation of Financial Statements

The Audit Committee evaluated the fi nancial statements and recommended the followings:

• Classifi cation of infrastructure projects: Measures put in place should be adequate and effective to   
 ensure that there are no material errors in the disclosure notes,which may result in an audit                 
 qualifi cation.

• Material misstatement: Corrections on the previous year’s misstatements should be effected properly  
 to avoid re-occurring of statements.

• Movable Assets: Mobile structure must be correctly barcoded and include in the Department’s asset  
 register.

• Commitments: Completeness and accuracy of the registers should be monitored to enable fair and  
 accurate reporting of fi gures in the fi nancial statements.R

• Irregular expenditure: Arepresentative from Department of Education should participate in the bid  
 evaluation and adjudication at the Department of Public Works at all times to ensure the awarding of  
 bids complies with SCM process. 

• Contigent liabilities: Department should ensure that an accurate fi gure is reported and should request  
 the clerk of the court to archive the old cases older than 5 years. R

• Going concern: Measures in place should be streangthened to ensure that the Department resolves its  
 fi nancial liquidity crisis. 

• Performance information:

(a)     2018/19 Annual Report to be presented to the Audit Committee to provide oversight prior to          
          approval of the plan,

(b)     Comments for underperformance to be amended and aligned to address reasons for non-          
          achievement; and 

(c)     Last year’s targets should be utilized as abaseline for the current fi nancial year targets.
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Internal Audit Activity

The Audit Committee is satisfi ed with the work performed and is of the opinion that the internal audit function 

is effective with the department since it evaluates risk exposures relating to the organisation’s governance, 

operations, and information system; evaluate the adequacy and effectiveness of controls in responding to risks 

within the department and making appropriate recommendations for improving governance process.

Auditor–General South Africa

The Audit Committee meet at least annually with the Auditor–General South Africa to discuss and areas of 

concerns and ensure that there are no unresolved issues thereof.

Conclusion

The Audit Committee is of the opinion that the audited annual fi nancial statements should be accepted as a fair 

presentation of the state of affairs in the Department as at 31 March 2018, taking into consideration the fi ndings 

of the Auditor General in this regard.

Mr Siphiwe Andrew Ngwenya (CA). SA

Chairperson of the Audit Committee

Free State Department of Education 

Date: 


