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Reputation promise

The Auditor-General of South Africa (AGSA) has a constitutional 
mandate and, as the supreme audit institution (SAI) of South Africa, 
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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Role of the AGSA in the reporting process

Our role as the AGSA is to reflect on the audit work performed to assist the 
parliamentary oversight committee in its oversight role of assessing the 
performance of the Parliament of the Republic of South Africa.
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Audit outcomes of PoRSA over four years

2017-18 2016-17 2015-16 2014-15
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Parliament snapshot (2017-18)

Quality financial 

statements

Clean audit

Quality performance 

reports
No findings on compliance 

with legislation

Irregular expenditure:       

R339 000

(2016-17: R528 000)
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2016-17

2017-18

Two or less unfavourable indicators

More than two unfavourable 

indicators

Significant doubt that operations can 

continue in future and/or auditee 

received a disclaimed or adverse 

opinion, which meant that the 

financial statements were not 

reliable enough for analyses

• There is continuous decrease in Parliament’s in cash and cash 

equivalents as a result of Parliament utilising its retained earnings 

to fund the shortfalls of the budget. This will not be sustainable in 

the longer term. In addition, a net liability position continued to 

be realised (i.e. total liabilities exceeded total assets) although 

this was mainly caused by the provisions relating to direct 

charges (i.e. provisions for which the funding will be received 

directly from Treasury). Parliament should furthermore closely 

monitor its expenditure as an operating deficit (i.e. expenditure 

exceeding revenue) continued to be realised during the year 

under review. 

Key concerns identified

Financial health



PAA amendments –
the key expansion to our mandate

August 2019
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Our expanded mandate

Refer material 

irregularities to 

relevant public bodies 

for further investigations

Issue a certificate of 

debt for failure to implement 

the remedial action if financial 

loss was involved

Take binding 

remedial action
for failure to 

implement the AG’s 

recommendations for 

material irregularities

Effective date of  amendments to PAA was 1 April 2019
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What is a material irregularity?

Definition from the Amendment Act

“Material irregularity” means any non-compliance 

with, or contravention of, legislation, fraud, theft or 

a breach of a fiduciary duty …

identified during an audit performed under this Act 

that resulted in or is likely to result in …

a material financial loss, the misuse or loss of a 

material public resource or substantial harm to a 

public sector institution or the general public.
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Legal obligations of an AO/AA to address 
an irregularity

If an AO/ AA is made aware of an irregularity (non-compliance, fraud, theft or a breach of fiduciary duty) the PFMA, treasury 

regulations and instructions notes typically prescribe the following steps to be taken:

1. Perform a preliminary investigation to determine the facts and collect information on what caused the transgression, who is 

responsible and whether a financial loss was suffered (or will be).

If applicable

2. Prevent any losses or further losses

3. Institute a formal investigation if there are indications of fraud, corruption or other criminal conduct. If confirmed take further 

action e.g. report the matter to the SAPS

4. Recover any financial losses from an external party

5. Take steps against the responsible official (which can include a financial misconduct investigation)

6. Recover any financial losses from the responsible officials

The policies and procedures of an auditee typically describes how these steps should be taken and the timing thereof.

The same steps should be taken if an AO/AA is notified of a material irregularity
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Using our expanded mandate to address lack of action 
on material irregularities

If the material irregularity is not appropriately and timeously 

addressed by the accounting officer or authority in response to being 

notified thereof – our mandate now allows for three possible courses 

of action

Perform an 

investigation
Refer to a 

public body for 

investigation

Include recommendation to 

address material irregularity 

(as per legislation) in the 

audit report and a time 

period for implementation



13

Implementation of expanded mandate 2018-19

To allow for establishing 

capacity and processes, a 

phased approach for 

implementation was agreed 

with SCoAG. 

The basis of the approach are:

1. the type of material 

irregularity to be identified 

and reported

2. Implementation only at a 

selection of auditees

Selection of auditees

Selection criteria
• Latest audit outcome not clean or unqualified 

with findings – except if there was a material 
finding on prevention or follow-up of irregular 
expenditure

• High irregular expenditure over the last three years

• Sufficient coverage across spheres of government 
and provinces.

Type of material irregularity = Material non-
compliance (which would be reported in the audit 
report) that resulted in (or is likely to result in) a 
material financial loss

Type of material irregularity
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Measures of success

Robust financial and performance management systems 

• Sound financial management systems

• Successful implementation of the audit recommendations

• Reduction in irregular and fruitless and wasteful expenditure

Commitment and ethical behaviour

• Visible commitment by all players in the public service to contribute towards the financial 

health of the country and an improved social reality for our people

• Demonstrated ethical behaviour and professionalism in the public sector as cementing 

characteristics of a capable state.

Oversight and accountability

• Accurate and empowering financial and performance reporting

• An appreciation of the role of applying consequences for transgressions and poor performance

• Improved accountability leading to limited referrals for investigation and certificates of debt 

issued



Thank you

www.agsa.co.za

@AuditorGen_SA

The Auditor-General of South Africa

The Auditor-General of South Africa
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