FOR THE YEAR ENDED 31 MARCH 2006

The MSFAS Board pressnts its report for the vear ended 31 March 2006, This report forms part of the audited financial statemerts.

1. GEMERAL REVIEW
The Mational Student Financial Aid Scheme is a statutory body acting in terms of the National Student Financial Aid Scheme Act (Act 56 of 100G,
The activities of the Scheme for the accourting period under review are clearty Eflected in the attached financial statements.

2. RESULTS
2006 2005 " During the year under raview grants wane ecaied

Mew grarts™ Ros4, 764 733 R724,463.205 from the South Afncan government via the Degartmant

e . : T = of Agricudtura, tha Dapartmeant of Education, the
Student loan recovery e-injected Rees, 860, 705 | H?EO.HB.EQB e fe. Wil st Cones ensicoi
Loans awardsd R1.216462,053 | RO85,480,460 Govarnmant, and vanious other donors.
Administration expenses R21.4587 638 R17.310,938
e : p ; — . *Up to 40% of a loan may be convartad into a bursary
Admiristration expenses to awards ratio 1.77% | 1.76% ieiads i e Dt s v
Bursary awards™ R376,260,500 | R 302,808441 awarded to students who have sucosssily completed
Pass rate (number of courses passed) TE.E1% T4.31% some or al of their ragistenad courses.

3. PROPERTY AND EQUIPMENT
Thers has been no changs in the naturs of property and equipment of the Scheme, and its policy relating to the use thereof Emains the sams.

4. POST BALANCE SHEET EVENTS
Mo other material facts or circumstances have occurred betwesn the accourting date and the issus of this report.

J. CORPORATE GOVERMAMCE

In terms of the NSFAS Act, Committees of the Board were established including an Executive Cornmittss, an Audit Cormmittes, a Finance Committss, a Hurnan
Resources Committee, an NGO Partnership Committes, a Ressarch Committss, and a Cormmunications and Fundraising Cornmittss, all of which make for good
comporate governance. The Committees meet regularly throughout the year, giving input into the five regular board meetings that take place each year.

The Minister accepted the resignation of the Chairperson, Prof Vuyisa Tanga, after she was appointed Vice-Chancelor of the Cape Peninsula University of
Techrology with effect from 7 April 2008, The Minister appointsd Mr Sipho Pityana as the new Chairpersen with effect from 7 April 2008.

fr Ivan Mzimela was appointed from 1 May 20058, Dr Sanette Boshoff ceased to represent the Department of Education with effect from 1 October 2005 as
she had resigned from the Department. Ms Masima Badsha was appointed by the Minister of Education to represent the Departrment of Education from 1
Mowember 2005, Mr Theuns Tredoux ceassd to represent the Mational Treasury from 1 February 2008 following his transfer to the Department of Education.

Following the resignation of the Chairperson of the Audit Committee with effect from 18 March 2008, the Board began a process to identify a suitakbls
replacernent. In the interim the Board appointed Mr Pete Smith as the Chairpersen of the Audit Committss at its meeting on 27 May 2005 until a further
appointment is made.

A new N3FAS Board was appointed with effsct from 1 July 2004 for a four-year terrn. The membership of the Beard is set out on pages 8.




&. NATURE OF ACTIVITIES

The nature of the activitias of the Scheme is to provide sustainable financial assistancs in the form of loans and bursaries to aligible students at public higher edu-
cation institutione, to adminizter such leans and bursanss and to recover tha lcans from the studerts onca thay are amplovad and earning in excass of R2E,300
= anrn.

Interast is raisad on studart keans at an average tvo porcant ral rate of interset (average inflation rate as assassad by the Board, plus 290, The intemst rate for
2006407 is currantly 6% and was 5% for 200503,

Although the interest rate is normally raised on student lcans at an average two percert real rate of interast, the Board agreed that the interest rate should b
incraased from 5% to 6% (and not 79, as sugoestad by the pradictad inflation rate of approsimataly 59 for 2006/07), subject to a half vear review in May 2006,
It was also agread to ook at a possible formula for relating interest rate changes to the prime rate.,

Cnoe students have initiated repayment, the interest accumulated on their outstancing debt to date is recognized as income as follows: interast repaid is reoog-
nisad s interest carned and interast etill to ke rrpaid az at year end is raisad as intereet accrued, Thess interast amourts are detailad in notz 156 to tha annual
finarcial statemeants.

Up 1o 40% of NSFAS standard swards could b corvertad into bursanse, The parcantage convartad iz depandent on students' pass ratas. In addition, the
Schame manages some funds on bahalf of donors with the stipulation that the funds are awarded as full bursarics,

7. STUDENT AWARDS

“Total awards since the

Academic years Financial years Scheme's incaption in
2005 2004 2006 2005 1991 - 2006 1591, befors bursanas
COTVETEIOT.
Loans awarded

= Intarnal sysiems are

Murnber of studsnts 106,852 08,813 437 560 i
Rands R 1.216,462,083 F 025,480 450 R 5,838,081,831° i ansure constant
Loans repaid Scheme's bban recovery
During the year R320,306,054 R245,352,030 A1,205,488,004 stratagy. Sy the and
of the fnancial year
Capital R 250,110,250 R186,156,622 R 1,024,810,570 T vl
Irterast aamead R 70,285,805 R 60,206,306 R 288,677 516 monthly recoveries had
B raached A28 million.

8. PROVISION FOR DOUBTFUL DEBTS

A modal specific to NSFAS was developad in the pravious financial years by Fifth Guadrant Actuaries and Corsultants to determine a realistic provision for
doubtful delits and was contingent on two key factors namely morality rate (including an ekement for dizability) and loan recovery rate, A variable for changes
in the employment rata has now also bean devaloped and is included in the presant varsion of the medel, although the assumption remains that cumant ratas
of amploymeant will remain constant.

Taking into consideration the improvemeant in the lcan recovery rate, kesping constant the effiect of morality as for the pravious year, and assuming that the
rate of employment remains constart over the next 10 years, the provision for doubtiul debts amounts to 27.4%. The decreass in the provision from 29.0%
in the prior yaar i prmarily dus to improved afficiency in loan recovaries,



2006 2005 Increase/ (decrease)

R R R
On Capital
Total cutstanding capital 3,800,326,106 3,285,825185 604,500,021
Provdsion at 27 4% (2005: 20.9%) 1,065,833.423 wE2.451, 731 23471 652
On Interest
Total interest accmal V23,550 303 ETE,6E87, 638 145,172,765
Provdsion at 27 4% (2005: 20.0%) 188,337,722 173,027,674 25,510,142

The modal for calculating the provision for doulbstful debts will b revdiesad later in the vaar, with particular emphaszis on the impact of amploymeant.

9. APPROVAL AND STATEMENT OF RESPONSIBILITY

The annual financial statemeants which appsar on pages 24 to 40 were approved by the Board and signed on their behalf. The NSFAS Board is responsi-
ble for the maintenance of adequate accounting records and the preparation and integrity of the financial statements and related information. The audi-
tors are responsible to report on the fair presentation of the financial statements. The financial statemants have been preparad in accordance with the
South African Statements of Generally Accepted Accounting Practices (GAAP), the prescribed Standards of Generally Recognised Accounting Practices
(GRAPF), and in the manner required by the Public Finance Management Act (Act 1 of 1222,

The MSFAS Board is alzo responsible for the Scherme'’s system of internal financial control. This is designed to provide reasonsble, but not absolute, assur
ance as to the reliability of the financial staternents, and to adequately safeguard, verify and maintain accountability of assets, and to prevent and detect
misstatement and loss. Mothing has come to the attenton of the NSFAS Board to indicate that any matenal breakdown in the functioning of these contrals,
procedures and systems has cccurred dunng the year under review.

The financial staternents have been prepared on the going concern basis, since the NSFAS Board has every reason to believe that the Scheme has ade-
quate rescurces in place to continue in cperation for the foresecable futurs.

Wi

k']
Chairperson Chief Executive Officer
Capa Town
Date: 31 May 2006

NSFAS
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