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MISSION

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.

To be recognised by all our stakeholders as a relevant Supreme Audit 

Institution (SAI) that enhances public sector accountability.

VISION
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Preventative controls ‒ preventative control guides

Over the years, we have been consistent with our message that a strong control 

environment and processes are key to achieving strategic objectives, addressing risks, 

ensuring compliance with legislation, and managing public sector funds to the benefit of 

citizens. The AGSA has developed preventative control guides with the goal of: 

• enabling oversight structures to assess whether institutions have implemented the most 

important preventive controls to address their main areas of risks. This will help oversight 

structures to diagnose weaknesses in preventative mechanisms and focus their oversight 

efforts on obtaining assurance from the executive authority and accounting 

officer/authority that those weaknesses are being effectively addressed in accordance 

with their legislated obligations

• enabling the executive authority and accounting officer/authority to effectively address 

the assurance needs of oversight structures pertaining to preventative controls

• creating general awareness of the role of the accounting officer/authority and their 

legislated obligations towards good financial and performance management in their 

institutions



Status of records review
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Status of records review (SoRR)

Follow-up procedures 

Analysis of financial and non-financial 

information (internal and external 

reports/documents and discussions with 

management)

Status of records review ‒ objectives

Identify matters that add value in putting 

measures and action plans in place well in 

advance to mitigate risks

Assess progress made in implementing action 

plans / follow through on commitments made in 

previous engagements

Provide our assessment of the status of key focus 

areas we reviewed

Identify key areas of concern that may derail 

progress in preparing financial and performance 

reports and compliance with relevant legislation, 

and that may result in regression in audit outcomes



Key audit matters: Department of Defence
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Department of Defence
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Department of Defence

Financial management

• In the past two financial years, the department was qualified on the completeness of 

irregular expenditure. Based on the review of the action plans provided by the 

department, we noted no specific actions have been developed to address this recurring 

finding. If not addressed, this matter may result in irregular expenditure once again being 

qualified in the current year.

Procurement and contract management

• Supply chain management (SCM) remains a concern due to instances of non-adherence 

to SCM legislation as well as the evident failure of the current preventative controls to 

mitigate this. In the current and previous financial years, we reported on various instances 

of non-compliance with SCM legislation that resulted in irregular expenditure being 

incurred by the department.
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Department of Defence

Procurement and contract management (cont.)

• Some findings reported in the prior year relating to non-compliance with procurement and 

contract management legislation resulted in material irregularities, which were included in 

the audit report. Despite these significant findings, action plans for procurement and 

contract management were not finalised in time to be implemented to address the 

matters identified in the prior year audit. We have also confirmed that the department is 

still updating the SCM policy.

• The SCM function remains within the logistics environment, contrary to the requirements of 

treasury regulation 16A4.1, which states that the SCM function must be under the direction 

of the chief financial officer.
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Department of Defence

Material irregularities

The status of the three material irregularities (MIs) reported to the department is as follows:

a) Assets and inventory verification contract was not awarded only to bidder with highest 

points

This MI was identified during 2018-19 and was reported in the 2019-20 audit report, along with 

recommendations for the accounting officer to implement by 30 November 2020. The 

accounting officer has not implemented some of these recommendations, as the 

investigation, which confirmed non-compliance and quantified the irregular expenditure, 

was only finalised by that date. Disciplinary steps have not been taken against officials 

involved.
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Department of Defence

Material irregularities (cont.)

b) Rental payments for unoccupied office buildings

We notified the accounting officer of the MI during the 2019‒20 audit and they committed to 

take the necessary actions to address it. We therefore reported as such in the audit report. 

However, following the conclusion of the investigation, which confirmed the financial loss and 

responsible units, the accounting officer has not taken disciplinary steps or recovered the loss. 

c) Unfair award of fuel contract

We notified the accounting officer of the MI during the 2019‒20 audit and they committed to 

take the necessary actions to address it. We therefore reported as such in the audit report. 

However, the internal investigation concluded that there was no non-compliance and 

therefore no financial loss. We identified gaps in the manner in which conclusions were 

reached without supporting evidence and the lack of consideration for transparency and 

fairness of the process followed. 
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Department of Defence

Investigations and consequence management

• The department is taking a long time to begin investigating matters pertaining to irregular, 

fruitless and wasteful expenditure, alleged fraud and financial misconduct. Where such 

investigations have started, they remain in progress for a long period, resulting in 

consequence management not being implemented in a timely manner. In the past few 

years we have highlighted some of the key items that required investigation to the 

accounting officer and reported some to the minister. 

• Apart from these key items, as at 31 December 2020, there were 473 cases of irregular 

expenditure on the register and a significant number of these cases have not been 

investigated and finalised. There were also 71 cases of fruitless and wasteful expenditure 

recorded on the register, many of which must still be investigated. 
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Department of Defence

Investigations and consequence management (cont.)

• Based on the review of the progress report on fraud and corruption cases under 

investigation by the department (Military Police Division), most of the cases are expected to 

be finalised by 31 March 2025. These significant delays in performing investigations may 

adversely affect the department's ability to take appropriate action against implicated 

individuals. The department may also fail to recover financial losses from officials, as 

required by treasury regulation 12.7. In some instances, we are struggling to obtain the 

investigation reports and documentation we have requested from the department.
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Department of Defence

Financial health

• We noted the continued  budget reductions mostly affected the compensation of 

employees (COE), which has a shortfall of R1,97 billion for the current year under review. In 

the prior years, the department used the monies appropriated for Special Defence 

Account (SDA) projects to fund the shortfall, which resulted in irregular expenditure.

• The allocation for the SDA amounted to R5,4 billion in 2020‒21, R1,3 billion in 2021‒22 and 

R1,4 billion in the 2022‒23 financial year. This reduction in the allocation for the SDA in the 

Medium‒Term Expenditure Framework (MTEF) indicates that the department is likely to have 

difficulty meeting its contractual obligations and may even have to scale down or stop 

some projects before completion. This may result in financial losses and potential litigation 

for the department, and will also negatively affect the department’s ability to expand its 

defence capabilities.



Key audit matters: Department of Military Veterans
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Department of Military Veterans
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Department of Military Veterans

Performance management

Based on our assessment of the action plans and progress made to address prior-year audit 

findings, we noted that the department has not implemented adequate preventative 

controls to ensure that performance reporting is reliable.

Compliance management 

The investigations into irregular, fruitless and wasteful expenditure incurred in prior years were 

not yet concluded. As a result, we could not confirm whether appropriate consequence 

management was applied, as required by section 38(1)(h)(iii) of the Public Finance 

Management Act 1 of 1999 (PFMA) and treasury regulation 4.1.2. During the follow-up work 

performed as part of this review, no supporting evidence could be provided to confirm the 

implementation of recommendations made by the Department of Planning, Monitoring and 

Evaluation (DPME) as part of the initial investigation into prior years’ irregular expenditure.
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Department of Military Veterans

Human resource management

As at 31 December 2020, the overall vacancy rate at the department was at 20%. We noted 

with concern the following long-outstanding vacancies: 

• Accounting Officer (vacant since 1 August 2015)

• Deputy Director-General: Socioeconomic Support (vacant since January 2017)

• Deputy Director-General: Corporate Services (vacant since 1 September 2019)

The review of the organisational structure is still in progress. The department had planned to 

finalise the review in March 2019, but the process has not yet been completed. As a result, 

the department has had to use contract workers at a higher cost to supplement the current 

structure.

The department was unable to locate the skills audit report for submission to the AGSA on 

request. This resulted in the department having to disclose the cost paid to the service 

provider for this audit as fruitless and wasteful expenditure under determination in the 

31 March 2020 financial statements.



21

Stay in touch with the AGSA


